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DIRECT TESTIMONY
OF
EVERETT G. PHILLIPS
ON BEHALF OF
KENTUCKY POWER COMPANY
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

CASE NO. 2009-00459

L INTRODUCTION

Please state your name, business address and position.

My name is Everett G. Phillips. My business address is 12333 Kevin Avenue,
Ashland, Kentucky 41102. I am the Director of Customer and Distribution Operations
for the Kentucky Power Company (KPCo).

Please briefly describe your educational background and professional experience.
I earned a bachelor’s degree in Electrical Engineering in 1985 from West Virginia
University. I am a registered professional engineer in the state of Kentucky. I am a
member of the National Society of Professional Engineers (NSPE). [ am a member
of the applied process technologies advisory committee for the Ashland Community
and Technical College. I joined Appalachian Power Company in 1985 as a
distribution engineer in Huntington, West Virginia. In 1994, I became an area line
supervisor in Clintwood, Virginia. I moved to Kentucky in 1998 to become the
KPCo Pikeville district superintendent. In 2000, I was promoted to Pikeville district
manager. In 2004 T moved to Ashland, Kentucky where I was named to my current

position.
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What are your responsibilities as Director of Customer and Distribution
Operations?

I am responsible for overseeing the planning, construction, operation and
maintenance of KPCo’s distribution system. My duties include the oversight and
management of service extension to new customers, the safe and reliable delivery of
service to our customers and the restoration of service when outages occur. My
responsibilities also include overseeing KPCo’s distribution system vegetation

management program.

II. PURPOSE OF TESTIMONY

What is the purpose of your testimony?

The purpose of my testimony is to provide an overview of KPCo’s current power
quality and service reliability programs. I will explain the increase in customer
expectations for better power quality and reliability and will then present the
Reliability and Service Enhancement Plan (Plan) and associated rate adjustment. The
proposed rate adjustment is required to fund four programs designed to modernize and
improve KPCo’s energy-delivery distribution infrastructure to better meet our
customers’ growing reliability needs. The four programs I will discuss in detail
include 1) Enhanced Vegetation Initiative, 2) Enhanced Equipment Inspection &
Mitigation, 3) Distribution Workforce Planning Initiative, and 4) gridSMART™™
Initiative.  Additionally, I will discuss the Kentucky Public Service Commission

Report on the September 2008 Wind Storm and the January 2009 Ice Storm (Tke and
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Ice Report) and how our proposed adjustment supports the Commission’s
recommendations.

Are you sponsoring any exhibits as part of your testimony?

Yes. Iam sponsoring the following exhibit attached to my testimony:

Exhibit Description

EXHIBIT EGP-1 Summary of Reliability and Service Enhancement Adjustment

III. CURRENT DISTRIBUTION RELIABILITY PROGRAMS

Please describe KPCo’s Distribution system that serves Kentucky customers.
KPCo serves approximately 175,000 retail customers in Kentucky in a service area
that covers approximately 3,780 square miles. KPCo’s disiribution system includes
some 9,930 pole miles of primary and secondary voltage lines. KPCo delivers
reliable electric service to our customers by having adequate distribution facilities in
place and by protecting those facilities from hazards that interrupt service.

What are the principal causes of service interruptions?

As shown below in Figure 1, the principal causes of service interruptions on KPCo’s
system during the test year and the previous three years, excluding events such as

major storms, were tree related contacts and equipment failures.

Figure 1: Outages Records by Cause

12M- September
2009 2008 2007 2006
Trees 37.5% 39.0% 31.8% 37.3%
Equipment 22.8% 23.3% 25.5% 24.4%
Animal 9.1% 6.8% 8.3% 9.3%
Scheduled 7.2% 7.2% 8.9% 5.4%
Lightning 3.1% 2.3% 4.1% 5.6%
All Other 20.3% 21.5% 21.3% 18.1%
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Tree related failures caused approximately 38 percent of sustained, non-major
event outage records on the KPCo system during the period of twelve months ending
September 2009, while equipment failures caused approximately 23 percent.
Equipment failures include cutouts, arresters, insulators, crossarms, connectors, etc.
How does KPCo currently maintain reliability on its distribution system?

KPCo uses a combination of programs to maintain its distribution infrastructure.
These programs are designed to minimize the impact of service interruptions to
customers and can be divided into three major categories:

1) Distribution Asset Management;

2) Major Distribution Reliability and Capacity Additions; and

3) Distribution Vegetation Management.

Describe KPCo’s Distribution Asset Management Programs.

The Distribution Asset Management Programs are designed to maximize the
efficiency of expenditures and optimize system performance. KPCo has nine Asset
Management Programs. The programs and their roles with respect to distribution
system are as follows:

1. Overhead Circuit Facilities Inspection and Maintenance Program: Under this
Asset Management Program, KPCo visually inspects its overhead facilities to identify
and correct potential problems before they can lead to an outage. As a result of
identifying and repairing such potential problems, KPCo’s customers experience fewer
and shorter service interruptions.

2. Animal Mitigation Program: The objective of this Asset Management Program is to
reduce the number of animal-caused outages by installing animal guards on line

transformers and other line equipment at locations that have had, or potentially may
have, a high risk of animal-caused outages.

3. Underground Facilities Inspection and Maintenance Program.: Under this Asset
Management Program, KPCo visually inspects the external, above-ground portions of
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underground distribution facilities to identify and correct problems before they can
cause an outage. Through these inspections, KPCo identifies and repairs such things as
transformers, pedestals, and switchgear.

4. Pole Inspection and Maintenance Program: The primary objective of this Asset
Management Program is to maintain and prolong the mechanical integrity of KPCo’s
wood poles. As necessary, poles are treated, treated and reinforced, or replaced. This
Asset Management Program helps KPCo identify and replace poles that might
otherwise fail and cause power interruptions.

5. Recloser Maintenance / Replacement Program: The objective of this Asset
Management Program is to perform preventive maintenance on reclosers, or to
replace, as needed, units that are not operating properly. When a recloser device senses
a fault, the device will automatically open and allow a brief period of time for the
cause of the fault to clear from the line. The reclosing equipment will then
automatically re-energize the circuit. A recloser that does not open and close properly
can turn a momentary interruption into a sustained interruption of service.

6. Overhead Conductor Program: This Asset Management Program minimizes
primary and secondary conductor failures by replacing overhead conductors that show
signs of wear. This Asset Management Program targets areas that are experiencing
above-average interruptions.

7. Underground Cable Program: The objective of this Asset Management Program is
to correct underground primary cable deficiencies by restoring the integrity of cable
through either cable injection or cable replacement. As is the case with KPCo’s
Overhead Conductor Program, this Asset Management Program targets areas
experiencing above-average interruptions and lessens the likelihood of future
interruptions to our customers.

8. Lightning Mitigation Program: The objective of this Asset Management Program
is to reduce the number of lightning-caused outages through the installation of new
lightning arresters at locations within areas known to be prone to lightning-caused
outages.

9. Sectionalizing Program: This Asset Management Program improves the reliability
of KPCo’s distribution circuits by adding new, or modifying existing, sectionalizing
devices. These sectionalizing devices may be manual pole top switches or automatic
devices such as reclosers or fused cutouts. The addition of manual switches where
warranted allows the outage duration to be lessened for some of the customers, as the
unaffected portions of the circuit can be reenergized. Fused cutouts or reclosers work
to remove a faulted section of the circuit from service and prevent the entire circuit
from experiencing a sustained outage. This enhanced sectionalizing capability results
in smaller circuit segments and fewer customers being interrupted due to faults that
may occur on distribution circuits.
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Please deseribe what is included in the Major Distribution Reliability and
Capacity Additions Program.
Each year, KPCo undertakes various major distribution reliability improvements in
addition to those included in the Asset Management Programs I previously described.
For instance, in 2008, in Floyd County, KPCo converted a 12 kV circuit to 34.5
kV in order to handle the load growth as well as create a backup source for an existing
34.5kV circuit. Additionally, in the 2008 and 2009 timeframe, KPCo installed three
distribution automation systems to enable automatic sectionalizing detection of a fault.
This was done in order to operate and isolate the fault, thus minimizing the number of
customers that may be negatively impacted by a sustained outage. The three systems
installed were located in 1) Martin County (Inez area), 2) Boyd County (Cannonsburg
area), and 3) Perry County (Buckhom area). KPCo also completed improvements to
prevent overloading of equipment and to enhance its ability to restore power to
customers throughout the territory. These improvements include construction of new
distribution feeder ties, the relocation of inaccessible circuit lines, and the addition of
Softshell Station, in Knott County, to relieve a capacity issue at Beckham Station.
KPCo’s proactive planning efforts identify areas where the increasing demand
for electricity is approaching the limit of the distribution system’s current capacity.
The reliability improvement projects installed to serve this load growth also upgrade,
improve, and effectively maintain KPCo’s distribution system. These specific projects
re-conductor portions of the existing distribution circuits or allows portions of a circuit

to be reconfigured. The expansion of the distribution system to serve new customers
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can also result in the upgrade or replacement of distribution facilities to maintain and
enhance reliable service to KPCo’s customers.
Now please deseribe KPCo’s current Distribution Vegetation Management
Program.
KPCo’s existing distribution vegetation management program employs a
performance-based approach, which prioritizes work on KPCo’s facilities after
taking into consideration a number of input variables. These variables include the
time elapsed since vegetation management activities were last performed; the results
of recent line inspections; tree-related reliability performance; critical customer
service needs such as fire stations, police departments and hospitals; and
environmental conditions. KPCo has used the performance-based approach for
many years to allocate resources to particular circuits, or portions of circuits. KPCo
uses a variety of vegetation management practices to control vegetation along its
distribution rights-of-way, such as aerial sawing, mechanized trimming, manual
trimming (roping and hand climbing), and herbicide applications. The program is
dynamic and flexible and is intended to respond to local needs that may arise.
KPCo’s vegetation management practices are conducted in accordance with
standards established by the American National Standards Institute (ANSI), the
Occupational Safety and Health Administration (OSHA), and the National Electrical
Safety Code (NESC), and include such things as pruning and removing trees; safety
and worker protection; work clearances and training requirements; and safety

clearance guidelines.
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IV. CUSTOMER EXPECTATIONS

Is KPCo providing safe and reliable service to its customers?

Yes. KPCo’s Distribution Asset Management, Major Distribution Reliability and
Capacity Additions, and Vegetation Management Programs are designed to ensure
that customer expectations are satisfied by the Companies’ ability to provide safe
and reliable service.

How satisfied are customers with KPCo’s overall service reliability?

KPCo conducts quarterly customer satisfaction tracking studies for both residential
and small commercial customers. These studies are conducted by Market Strategies,
Incorporated (MSI). Using this independent survey firm assures the integrity and
quality of the data and provides comparative national benchmarking data on
standardized questions included in the surveys.

The residential study is administered by telephone using random-digit-dialing
within the telephone exchanges located in our service territory. The smaller
commercial study also uses a telephone methodology, with sampling of commercial
customers with demands of less than 750 kW. Each year about 400 residential and
small commercial customers are surveyed.

KPCo’s reliability-related customer satisfaction regularly scores above the
MSI-supplied national benchmark. This is especially true with respect to small
commercial accounts. KPCo’s small commercial customers indicated high levels of
satisfaction in 2008 for overall service reliability (93 percent), outage restoration (92
percent), and power quality (91 percent). These customers were also substantially

more satisfied in 2008 than the MSI national average of each of these measures -
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overall service reliability (+5 points), outage restoration (+13 points) and power
quality (+10 points).

The level of KPCo’s 2008 reliability-related residential customer satisfaction,
while slightly down from 2007, is still quite high. KPCo’s residential customer
satisfaction levels, compared to the MSI national average, were at 87 percent for
overall service reliability (at the national average), 88 percent for outage restoration
(11 points above the average), and 87 percent for power quality (7 points above the
average).

Have there been any recemt reports published by the Commission related to
customer expectations?

Yes, the Kentucky Public Service Commission’s Ike and Ice Report was recently
issued. This report reviews the performance of the utilities in the Commonwealth of
Kentucky during the September 2008 wind storm and the January 2009 ice storm. The
report draws from consumer complaints and comments made to the PSC.

How does KPCo plan to close the gap and ensure that the reliability of its
distribution facilities are aligned with customers’ increased expectations?
Continued focus on current level of distribution reliability improvement programs
can take the reliability of a distribution system only so far. To reach a higher level
of reliability, KPCo has developed and is proposing a long term Reliability and
Service Enhancement Plan focusing on reliability and service enhancement
initiatives to address increasing customer expectations, the Commission’s Ike and

Ice Report recommendations, and a deteriorating distribution system.
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V.PROPOSED RELIABILITY AND SERVICE ENHANCEMENT PLAN

What is the purpose of this section of your testimony?

In this section, I will: 1) discuss the need to improve reliability on KPCO’s distribution
system; 2) propose a Reliability and Service Enhancement Plan to meet this need; and
3) explain the benefits and costs associated with the execution of this proposed
Reliability and Service Enhancement Plan (Plan). The Plan includes a: 1) Enhanced
Vegetation Initiative; 2) Enhanced Equipment Inspection and Mitigation Initiative; 3)
Distribution Work force Planning Initiative; and 4) gridSMART Initiative.

Why is KPCo proposing a Reliability and Service Enhancement Plan?

KPCo is proposing a Reliability and Service Enhancement Plan to address the
following concerns:

1. Deteriorating reliability trend: Reliability will become increasingly difficult

to improve or even maintain unless KPCo implements a Reliability and Service
Enhancement Plan which will require additional funding. KPCo has already
experienced an increase in System Average Interruption Duration Index
(SAIDI") from 2005 through the end of the test year as indicated in Figure 2

below.

SAIDI indicates how long the average customer is without service due to sustained interruptions

during the specified period. It is the number of customer-minutes of interruption divided by the number
of customer served.
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1 Figure 2: Increased System SAIDI
KPCo: System SAIDI, excluding Major Events
600.0
g 500.0 A ;
G 4000
:_;% 300.0 \"/ —o— System SAIDI
5 ’ - System SAIDI Trend Line
& 2000
=
< 1000
0.0 . ; ; :
2005 2006 2007 2008  Test
Year
2
3 2. Increased customer expectations: due to the heightened awareness resulting
4 from recent storms and the increased use of digital technology, KPCo’s
5 customers have an increasing expectation and need for enhanced reliability and
6 service quality. The results from a 2008 customer survey performed by MSI
7 show that approximately 27 percent of residential survey respondents and 25
8 percent of small commercial survey respondents believed their service
9 reliability expectations would increase over the next five years; and
10
11 3. Support of the Ike and Ice Report: increased reliability efforts align with the
12 recommendations from the Ike and Ice Report.
13

14 Part 1: Enhanced Vegetation Initiative

15 Q. Please state the purpose of the Enhanced Vegetation Initiative.

16 A. The purpose of the Enhanced Vegetation Initiative is to improve the customer’s
17 overall service experience by reducing tree-related interruptions and/or sustained

18 outages to our customers. This can be accomplished by moving from a
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performance-based to a more cycle-based approach regarding vegetation
management.

What is the difference between performance-based versus a cycle-based
approach to vegetation management?

The performance-based approach allocates labor and financial resources to areas
where tree-related outage concerns exist. Therefore, under the current performance-
based program, it is common that a circuit may not be completely cleared end-to-end
for some number of years. In contrast to this approach, a cycle-based program
allows trees along lines to be regularly maintained on a periodic time continuum
with the flexibility to address areas of concern that may arise. KPCo proposes that
the vegetation management program be in a four-year cycle.

Will the cycle-based vegetation management approach improve reliability?
Explain.

Yes. A cycle-based approach to vegetation management will improve reliability over
time because the cycle approach involves evaluating KPCo’s entire distribution
system within a four-year period. The evaluation provides data that allow plans to be
developed for trimming trees so that within a four-year cycle period tree vegetation
should not grow back into the power lines.

Explain further what additional work would be completed with the incremental
funding for the Enhanced Vegetation Initiative.

With the proposed additional funding, KPCo would be able to move from a reactive
vegetation management program to a more proactive vegetation management program.

With a four-year cycle, KPCo would evaluate 25 percent of its distribution system on
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an annual basis. Evaluating 25 percent of the miles, annually, would allow a more
systematic, data-driven approach to maintaining the system from a vegetation
management viewpoint.

This evaluation process would allow KPCo to achieve a cyclic vegetation
management program to perform the necessary vegetation clearing. With this
evaluation, identified areas would be maintained as needed and an inspection and
analysis of the entire distribution system would be continually conducted over a rolling
four-year period. However, depending on the field data obtained and the rainfall in a
particular area, some line miles may be maintained on a three-year interval, while
maintenance on others may stretch to every four to six years.

How would KPCo begin to implement a four-year vegetation management cycle?

The proposed four-year cycle approach would be deployed over a five-year transition
period. First, KPCo would create a vegetation profile to collect, store, predict,
inventory species tree growth rates and analyze specific vegetation data. For instance,
the location of vegetation in proximity to the conductors, accessibility, density,
vegetation coverage (e.g., vines), and vegetation growth rates are all input variables
which are critical in the reliability planning process. This vegetation profile would
then be used to establish work plans for each circuit (or portions of a circuit) under a
vegetation management schedule. Some locations would require more frequent
management, while management in other areas may be less frequent, depending on a
number of factors. For instance, this profiling effort would provide sufficient
information for trimming between distribution power lines and trees so that within the

four-year cycle period tree vegetation should not grow back into power lines, thus
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reducing outages and increasing overall reliability. The initial plan would require five
years of transition to a continual four-year cycle primarily because the first year will
require time to complete the first inventory cycle as well as secure the additional tree
Crews.
Does the KPCo service territory exhibit characteristics that indicate a need for
additional vegetation management?
Yes. As mentioned earlier, line contact with trees is the largest cause of outages. This
is due to the heavy vegetation and the type of terrain that exists throughout KPCo’s
hilly and mountainous service territory. Tree outages are caused by vegetation both in
and out of the right-of-way. Also, animal-caused outages are attributable to trees
because tree limbs provide small animals a natural path to electrical facilities.
Additionally, as shown in Figure 3 below, KPCo has seen an increase of
approximately 6 percent in customer reports called 10-13 since 2007. An 10-13 is an
Investigation Order initiated by a customer who is concerned with some aspect of
KPCo’s vegetation management program. This 6 percent increase in customer
vegetation reports supports the timing of KPCo’s increased vegetation management

proposal.

Figure 3: Increase in Vegetation-Related Investigation Orders

Year 10-13
2009 (projected)* 2389
2008 2303
2007 2268

Note: 2009 data is 11 months actual and 1 month projected
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Please discuss the conditions caused by heavy vegetation which demonstrate the
need for additional vegetation funding?

The majority of KPCo’s distribution lines, both primary and secondary, are located in
rural areas that have the heaviest concentration of vegetation. The United States
Department of Agriculture issued a Land Distribution Map in 2004 that indicates the
eastern portion of Kentucky has heavy concentrations of vegetation. Figure 4 below
demonstrates that the forestry density varies greatly from relatively low density in the
western portion of the state to the heavy concentrations in the east. All 20 counties
that KPCo serves are characterized by having greater than 50 percent of heavy
vegetation density with 80 percent of these counties having greater than 75 percent

heavy vegetation density.

Figure 4: Forest Land Distribution for State of Kentucky

U.S. Forest Service
Percentage of Land in Forest by County

Source: Kentucky 2004 Forest Inventorv & Analvsis Fact Sheet

What rights-of-way clearing efforts would take place under the proposed

Reliability and Service Enhancement Plan?
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To illustrate the scope of the Reliability and Service Enhancement Plan, T have
prepared Figures 5 and 6 which summarize the work units associated with the
vegetation management activity, including the acres of brush cleared and our
projections for these activities in the first five years of the enhanced Plan. The
projections are based on a statistical sample. The first two years will be a building
process to increase staff, train additional crews, however the tree crews will begin to
trim 682 percent more trees and increase tree removal by 16 percent on a yearly basis.
The next three years the amount of trees trimmed will increase 916 percent and tree

removal will increase 50 percent. After the 5-year transition period, the distribution

10

11

13

crews to decrease as the four-year cycle is continued.

system will have been cleared and inventoried; KPCo expects the number of tree

Figure 5: Actual Distribution Rights-of-Way (ROW) Summary

KPCo Actual ROW Summary Report
Year Trees Trees Acres of
' Trimmed Removed Brush Cleared
2006 25,589 79,856 628
2007 22,747 112,758 619
2008 25,186 111,445 535

Figure 6: Projected Distribution ROW Summary

Transition to Cycle-based Vegetation Management Program
Incremental Work to be Performed
KPCo Projected ROW Summary Report
Year Trees Trees Acres of
Trimmed Removed Brush Cleared
Year | 197,000 129,000 2,900
Year 2 228,000 149,000 3,300
Year 3 237,000 155,000 3,500
Year 4 247,000 162,000 3,600
Year 5 256,000 168,000 3,800
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Does the proposed Enhanced Vegetation Initiative complement the Ike and Ice
Report issued on November 19, 20097

Yes, recently, the Kentucky Commission published the results of a joint review of
utility performance during and following both the September 2008 wind storm,
which was caused by Hurricane Ike, and the January 2009 ice storm. The Ike and Ice
Report specifically addressed topics that are relevant to KPCo’s current proposed
Reliability and Service Enhancement Plan, including KPCO’s recommendations for
new vegetation management activities.

Would you please summarize the Report’s conclusions regarding vegetation
management?

The Report states that a program that addresses trees outside of the utility’s ROW
“has the potential to reduce weather-related outages.” The Commission felt utility
vegetation management practices did not adequately address the potential damage
that could be caused by trees outside the ROW. Referencing a study by Davies
Consulting, the Report supports the aggressive removal of diseased or damaged trees
(hazard trees) outside the ROWSs that have a high probability of breaking and falling
into lines.

Does KPCo agree with the Ike and Ice Report?

KPCo agrees with the recommendation to include activities in its vegetation
management program that address trees outside of the ROWs, specifically hazard
trees. KPCo’s proposal includes an incremental capital component of $2.04 million
for the removal of large hazard trees and widening of the ROWs. KPCo will also be

more aggressive with property owners to gain access to the hazard trees outside of
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the existing ROWs. A hazard tree is defined by the United States Department of
Agriculture as “a tree with structural defects likely to cause a failure of all or part of
the tree, which could strike a target.” A complete vegetation management program
must not ignore hazard trees, even those outside the ROWs.
What elements besides inventorying tree species growth rates would change or
become incremental to KPCo’s current vegetation management program?
KPCo is proposing to more than double the vegetation management crews and support
personnel in implementing a cycle-based vegetation program. This will create jobs for
the state of Kentucky. Currently KPCo has approximately 73 crews; under the
proposal, this number will increase to roughly 150. KPCo typically employs a range
of two to five employees per crew. The additional crews will perform end-to-end tree
trimming, tree removals and widening of ROW where possible for all of KPCo’s
distribution circuits.
What will be the key customer benefits from KPCo implementing a four-year
cycle vegetation management program?
The key benefits for KPCo’s customers are a reduction in sustained tree related
outages, improved power quality with fewer momentary interruptions from trees
contacting power lines, and faster restoration after storm outages. Hazard trees outside
the ROW will be addressed through identification and removal, further improving
reliability.

Customers will benefit from faster restoration after all storms. As the ROWs
are widened and trees and brush are removed, crews will have improved access to

address the cause of the outage. The identification process will provide data that will
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feed into the creation of annual work plans used on all circuits - especially on the
worst-performing circuits.

What is the time frame in which customers will realize these benefits?

Figure 7 below indicates a 47 percent projected reduction in customer tree-caused
sustained outages for the circuits cleared under the enhanced program. The 47 percent
estimated reduction in outages is based upon field observations of actual reductions
experienced from recent circuit re-clearing activities. The benefits of the reliability
enhancement plan can be measured approximately one year after the mitigation work
has been completed. However, customers will recognize the power quality and

reliability benefits immediately once the work has been completed on their circuit.

Figure 7: Forecasted Number of Avoided Tree-Caused Outages

TREE-CAUSED
OUTAGES

KPCo: Distribution Number of Outages by Trees
(Inside and Qutside of ROW)

4000
3500 .
L i Projected Mumber of
3000 “> Ayoided Tree-Caused
Outages
2500 (47 % Reduction)
2000 -
Results are ully 1 853
1500 measurable one
year after
1000 completion of
work
500
D 1 T ¥ T T T T T T T
& & PO P g 8 [==TOTAL Tree-Caused Outages
O A A

— i
s

Note: 2010 shows increase due to start-up not oceurring until second half of year.
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Has the customer benefit of a four-year vegetation cycle been demonstrated in
any other AEP service territories?

Yes. The customer benefit of such a plan is demonstrated by the experience of Public
Service Company of Oklahoma (PSO), an AEP affiliate, which is progressing towards
a four-year trimming cycle. PSO’s efforts are funded through a reliability rider. PSO
is on track to complete its first four-year tree trimming cycle by late 2010. PSO has
completed vegetation management activities on approximately 87 percent of its
existing overhead distribution system, which represents work either completed or in
progress on 622 circuits and 10,841 line miles. Since PSO began this effort, reliability
has improved significantly. For the 12-months ending October 2009, PSO
experienced a 58 percent reduction in customer outages due to sustained, non-major
event tree-related outages, compared to the 12-months ending December 2004, which
was the year before the reliability program was initiated.

Are you aware of any studies that indicate a four-year vegetation management
cyele is an industry standard practice?

Yes. In 2005, the Edison Electric Institute sponsored a survey and study by Davies
Consulting regarding state reliability regulation in the United States. The Davies
review of vegetation practices by 18 investor-owned utilities serving customers in 39
states showed a four-year tree frimming cycle to be a common benchmark for
vegetation management programs.

What has been the historical level of KPCo’s distribution vegetation management

expenditures?
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The distribution vegetation funding provided in the last rate case was $5.7 million in

O&M and $1.79 million in Capital. Figure 8 below summarizes KPCo’s distribution

vegetation management’s spending levels since 2005, excluding major storm

expenses.

Figure 8: Historical Distribution Vegetation Management Spend

KPCo’s
Historical Distribution Vegetation
Management Spend
($ Millions)

Year O&M | Capital Total
TYE 6/30/05 $5.70 $1.79 $7.49

2005 $6.88 $51.88 $8.76

2006 $7.39 $2.56 $9.95

2007 $6.95 $3.06 $10.01

2008 $7.17 $2.54 $9.71
TYE 9/30/09 $7.24 $2.04 $9.28

Is KPCo able to maintain its level of service reliability at current spending levels?

No. As shown above in Figure 8, KPCo has increased vegetation management

spending 24 percent from the last approved rate case in 2005 until twelve months

ending September 30, 2009. But absent a significant increase in spending the

number of total trees frimmed or removed in KPCQ’s service area will decrease in

future years, given inflation and the rise in labor and commodity pricing. KPCo has

incurred, and will continue to incur, cost escalations in material and contract labor

related to providing distribution services. Specifically, the costs for material, trucks,

equipment, spray and labor have increased by 15 percent over the past 4 years since

KPCo’s last rate case.
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Has KPCo performed any expense projections to fully achieve a cycle-based
approach in vegetation management?

Yes. As mentioned earlier, KPCo has approximately 9,930 pole miles of primary and
secondary voltage lines. KPCO’s total average annual cost estimate for vegetation
management under the Plan is $25.89 million. The estimate was based on actual line
mile tree-trimming clearing expenses, which include base tree trimming work,
herbicide application, and incremental tree trimming crews to perform end-to-end
clearance, administrative oversight, and follow-up trimming for fast growing
vegetation between cycles.

What is the cost associated with the proposal to move to a four-year cyele?

As depicted in Figure 9 below, the projected incremental additional O&M cost
associated with this proposal ranges from $13.93 million in year one to $16.58
million in year five. Additionally, KPCo’s incremental capital cost will range from

$1.84 million in year one to $2.69 million in year five.

Figure 9: Projected Ineremental O&M Cost and Incremental
Capital Cost for Four-Year Cycle
($000)

Yearl | Year2 | Year3 | Year4 | Year5 | Year6 | Year?7

Incremental O&M 13.93 14.56 15.22 15.89 16.58 5.18 5.55

Ineremental Capital 1.84 2.04 2.24 246 2.69 0.91 1.06

Total $15.77 | $16.60 | $17.46 | $18.35 | §19.27 $6.09 $o0.01

Note: The data in Figure 9 is incremental to base amounts (TYE: 9/30/09), which totals $9.28M: $2.04M Capital and $7.24 O&M.

What are the lomg-term cost projections associated with this Enhanced

Vegetation proposal?




10

11

12

PHILLIPS-24

The long-term projections demonstrate that the proposed Enhanced Vegetation
Initiative will allow KPCo to maintain reliability at a decreased ongoing cost once a
four-year cycle is achieved. Figure 10 depicts the projected total O&M and Capital

costs associated with implementing the proposed Enhanced Vegetation Initiative.

Figure 10: Projected Costs to Achieve a 4-year Vegetation Management Cycle

Vegetation Management Costs {Capital & 081}

KPCo
Projected Costs to Achieve a 4-year Vegetation Management Cycle
(Total O&M and Capital)

30,000 000 -W[ Total to Achieve 4-year Cycle (Year 1 o Year 5} !

o s o it o ot s S oot o s ik ok it

25,000,000

20,600,000

15,000,000

10,000,600 <
5000000 o e S “71 2006 Base Amount (Capital and 0&M) is 934
Year( Year 1 Year 2 Year3 Year 4 Year5 Year G Year7 Year g

Years

As you can see from the chart above, once the desired vegetation
management cycle has been achieved in year five of the program, ongoing
maintenance costs are expected to decrease significantly and settle in at a reduced
amount.

Please explain the process used to identify the cost associated with obtaining a

four-year distribution vegetation management cycle?
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American Electric Power Service Company (AEPSC) Distribution Services
Department provided an estimate to achieve a four-year vegetation management
cycle for KPCo distribution system. The model was developed specifically to
calculate the funding needed to achieve a vegetation management cycle within a
specific jurisdiction. The model is based on KPCo’s cost per line mile for achieving
a cycle-based program and takes into account ongoing maintenance required on the
system.

Were additional estimates completed for KPCo’s emnhanced vegetation
preposal?

Yes, Advanced Applicators, Inc. (AA), a third party consultant, was hired to
complete a vegetation profile and project the correct volume of vegetation
management needed to achieve a four-year cycle.

AA’s vegetation profile, based on a statistical sample,” provides an indication
of the difficulty associated with transitioning to a four-year vegetation cycle.
According to their inventory, 34 percent of KPCo circuits are inaccessible with a
standard bucket truck. In addition, projections made from AA’s statistical sample
indicate there are approximately 1.1 million trees to be trimmed, 760,000 trees to be
removed and 17,100 acres of brush to be sprayed or cut from KPCo’s existing ROW

over the next five years. Of the trees to be trimmed, approximately 45 percent are

The scope of the project included a random sample of distribution circuits located within the KPCo operating
area. AA personnel conducted vegetation inventories at a total of 384 sample locations. Statistically this sample
size provides a 95% confidence level with 5% margin of error,
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less than three feet away from a conductor. The trees that need to be removed are
either cycle-busting trees, hazard trees or large brush stems.

Would KPCo be willing to provide an annual report to the Commission that
would summarize the progress of the Enhanced Vegetation Initiative?

Yes, KPCo is absolutely willing to provide an annual summary on the progress of
our Enhanced Vegetation Initiative. KPCo would like to work with Staff on the
report format and level of detail required in order to produce the best result. An
informative and meaningful report will benefit both Staff and the Company and

provide transparency in regard to the Enhanced Vegetation Initiative.

Enhanced Eqguipment Inspection and Mitication Initiative

Please briefly state the purpose of the Enhanced Equipment Inspection and
Mitigation Initiative.

The purpose of this initiative is to improve the customer’s overall service experience
by reducing equipment-related outages to KPCo customers. This is proposed to be
accomplished through a comprehensive equipment inspection and mitigation
initiative, which will better enable KPCo to proactively identify and replace
hardware and equipment that either are prone to failure or that have the increased
likelihood to fail.

Please identify the types of hardware and equipment that will be addressed.
Hardware on circuits includes poles, crossarms, insulators, conductors, connectors,

splices, guy wires, guy anchors, ground wires, mounting brackets and other
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miscellaneous items. Equipment on circuits would include devices such as cutouts,
arresters, and spacer cables.

Does the proposed Plan’s Enhanced Equipment Inspection and Mitigation
Initiative differ from current equipment inspections being performed?

Yes. The current biennial inspection program basically provides for a visual
assessment of the general condition of distribution facilities. This biennial visual
inspection program can detect safety and reliability problems associated with
equipment deterioration. However, it cannot determine the soundness of some poles
which may be affected by ground-line and internal rot. These deteriorating poles may
fall during severe weather conditions, or more easily break when a tree falls into the
line or a car hits the pole. The integrity of all distribution equipment is vital to the
reliability of the system and can be crucial to the safety of our workers and the general
public.

The proposed Enhanced Equipment Inspection and Mitigation Initiative will
continue the biennial visual inspection, but will add inspection and treatment of
KPCo’s pole plant on a recommended frequency of every 10 years after the first 15
years of life of the pole. The proposed work would also include focused cutout and
lightning arrester replacements along with spacer cable replacement. Since porcelain
cutout and lightning arrester equipment failures are on the rise, KPCo would use
special technology to identify porcelain equipment that is beginning to break down in
insulation before it is visible. The porcelain equipment would then be replaced before
a failure occurred. Other proposed work would include the replacement of spacer

cable. With most of KPCo’s spacer cable over 30 years old, the insulation and spacers
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are beginning to fail and an enhanced effort needs to focus on replacing a majority of
this type of cable.

In addition, as part of its Enhanced Equipment Inspection and Mitigation
Initiative KPCo will use a variety of technologies, such as infrared inspections and
electro-magnetic interference (EMI) detection devices, to identify distribution
hardware and equipment in the beginning stages of failure. Specifically, a LEAD
(Line Equipment Analysis Device) survey tool that AEP developed and patented will
be used to detect EMI. Certain levels of EMI indicate an electrical arc, which in
turn indicates a potential fault or problem with electrical equipment, such as cutouts
and lightning arresters. EMI detection will permit failing cutouts and lightning
arresters to be located and replaced before an outage occurs.

Another focus of a comprehensive maintenance program is the replacement
of deteriorated spacer cable. Spacer cable is conductor that has a protective
covering to prevent outages from incidental contact. Rather than being spread out
on pole top crossarms, it is bundled together using insulated spacers to keep the
conductors separated. The insulation covering permits temporary tree contact
without necessarily operating the protective sectionalizing device. The Company
currently is experiencing a high spacer cable failure rate and must use incremental
funding to address this growing problem.

Please briefly describe the actions which will be taken based upon the results of
the Enhanced Inspection and Mitigation Initiative.
Following inspection of poles and equipment, the ensuing mitigation work will

range from no action to full structure, hardware and equipment replacement. More
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specifically, the mitigation (repair and replacement) work would be categorized as

follows:

Full structure replacement to include the pole. The existing hardware
and equipment would either be transferred to the replacement pole or
replaced with new hardware and equipment, depending upon the
condition of the existing units.

Partial structure replacement such as a cross arm. The attached
hardware and equipment would either be ftransferred to the
replacement arm or replaced with new hardware and equipment,
depending upon the condition of the existing units.

Replacement of minor equipment such as arresters and cutouts as
needed.

Q. Please summarize the work units to be performed and associated costs for the
Enhanced Equipment Inspection and Mitigation Initiative.
A. Figure 11 represents the forecasted cost and units of work to be performed under the
Enhanced Equipment Inspection and Mitigation Initiative.
Figure 11: Enhanced Equipment Inspection and Mitigation Initiative
Summary and Associated Incremental Cost
Forecasted
Incremental Year 1 Year 2 Year 3
Units of Work
Miles to be 4,900 4,900 4,900
Inspected -
Cutouts Replaced 806 806 806
Arresters
Replaced 300 500 500
Poles Inspected 20,070 20,070 20,070
Poles Replaced / 112/413 112/413 112/413
Reinforced
Miles of Spacer n o n
Cable Replaced ° > °
($ Millions)
O&M Capital O&M Capital 0&M Capital
I"C"émi"‘a‘ $0.827 $1.331 $0.856 $1.402 $0.886 $1.485
o8 $2.158 $2.256 $2371 7

Note: The data in Figure 11 is incremental to base amounts (TYE: 9/30/09), which totals $1.52M: $1.37M Capital and $0.15M O&M.
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Why is KPCo asking for additional funds for an Enhanced Equipment
Inspection and Mitigation program?

As stated earlier in my testimony the objective of the pole inspection and maintenance
program is to maintain and prolong the mechanical integrity of KPCo’s wood poles.
Poles in service for 15 years or longer are recommended, by AEPSC, to be inspected
on an approximate 10-year cycle. As necessary, poles are treated, treated and
reinforced, or replaced along with other equipment and hardware. This program is
relatively expensive to maintain. To sustain the recommended 10-year cycle, KPCo
needs to have additional funding built into base rates. The average annual cost for the
Enhanced Equipment Inspection and Mitigation program is $856,000 in O&M and

$1.41 million in Capital.

Distribution Workforce Planning Initiative

What is the next component of the Reliability and Service Enhancement Plan?
The need for KPCo to hire additional distribution employees to replace our aging
workforce.

Please describe the aging workforce in distribution operations.

KPCo’s distribution workforce has an average age projected to be 50 by December
31, 2010. Additionally, 31 employees, or approximately 14 percent of the
distribution workforce, will be age 60 or older. This is especially challenging for
KPCo line maintenance organization because line personnel are employees with a
unique, very specialized skill set who require a minimum of five years of training

before one is considered a journeyman. (A journeyman is the term used for an
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experienced lineman). Eight of the 31 employees age 60 or older are journeyman
line personnel.

Another position that requires extensive time to develop the necessary skills
to perform effectively is the engineering professional. Even though an engineering
professional has received an associate or bachelor degree, on-the-job experience
cannot be taught in higher education institutions. For example, employees in these
positions require several years of on-the-job training and safety instruction before
becoming qualified to perform design techniques. Twelve of the 31 employees age
60 and older are engineering professionals.

The remaining employees age 60 or older are support personnel. Support
personnel positions include meter readers, meter servicers and clerical associates.
While these positions do not require the same length of time to train as a line
mechanic or engineer, support personnel do however require roughly a year of on-
the-job training before an individual has grasped the necessary concepts to safely
perform the duties without direct supervision.

How many additional employees need hired?

KPCo is proposing to hire 31 new distribution employees immediately to begin
training as replacements for the 31 distribution employees who will be at least 60
years of age by the end of 2010. This course of action will reduce the risk of

becoming understaffed at key positions. This will also allow time for proper on-the-

job training under the existing personnel and reduce the loss of knowledge and

experience that typically follows the retirement of a sizable portion of the workforce.

This will also improve the safety of the employees and the public.
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Q. What are the estimated costs of the additional employees?

A. KPCo estimates the cost to be approximately $2.7 million over the next three years
(approximately $900,000 per year) and is shown below in Figure 12. This amount
takes into account the hiring of new employees at entry level salaries net of the
reduction in cost due to the retirements of existing employees at their present
salaries.

Figure 12: Incremental KPCo Workforce Planning Summary and Associated Incremental Cost
Forecasted . ) ) i
Units of Work Year 1 Year 2 Year 3 Year 4 Year 5

Employees to
be Hired 31 0 0 0 0
Employees to
Retire / 4 4 ! ?
(% Millions) 1
0&M 0&M o&M 0&M 0&M
Incremental
Cost
$0.956 $0.839 $0.655 $0.341 | $0.679
Q. Why is KPCo asking for additional funds to replace employees?

Hiring new employees now will facilitate knowledge transfer and expedite the
training process for those employees. It will therefore reduce the loss of knowledge
and experience that will occur when the experienced employees retire and will
permit proper safety training procedures to be embedded in the new employees to
continue our excellent safety performance. To allow ample time for adequate
training, new employees need to be hired three to five years before the experienced
employees retire. This requires duplicate employees to remain on the payroll for

extended periods and creates double costs of salaries without the opportunity of
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performing double amount of work. New employees do not perform at the same
level as experienced employees and, therefore, are not able to complete as much
work. The current rate structure does not permit KPCo to recover these expenses.
What benefits would be realized with the additional employees on staff?

The primary benefit is a highly skilled workforce that can meet the growing
demands of providing safe and reliable electric service for our customers and
communities in which we serve. If additional employees are not hired before a
retirement occurs, the skills will not be developed in a timely manner. If KPCo
waits until retirements occur, the new hires will not have the proper time to learn
from the experienced employees thus prolonging the lower productivity period

associated with new employees.

Part 4: oridSMART™ Initiative

Q.

A.

Sl]lq”

Would you please explain the term “gridSMART
Begun in 2007, gridSMART™ is a multi-year initiative by AEP and its operating
companies that includes a suite of customer programs and advanced technology
initiatives that will move KPCo into a new era of energy delivery and customer
service. This will be accomplished by achieving energy efficiency and demand
reduction, improving reliability, and positioning the distribution grid to accommodate
and optimize new sources and storage options. The intitiative includes consumer-
facing technologies and programs that will encourage energy efficiency and demand
reduction. Tt also includes new grid management technologies that can improve

reliability, achieve energy efficiency and demand reduction via actions that KPCo can
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implement, and provide the operating processes and systems that will be required to
integrate future generation and storage device efficiencies.

The gridSMART®” initiative includes integrating the information technology
systems used for the programs and technologies to improve operating efficiencies and
information available for customers. The technologies and integration utilize
interoperability concepts consistent with the standards being developed by the
National Institute of Science and Technology (NIST), as directed by the U.S.
Department of Energy.

Why is KPCo proposing the gridSMART®"” initiative?
Several converging factors make the timing right for these types of advances. These
include the following:

o Much of KPCo’s electricity delivery system is 20 to 30 years old or older.
Existing equipment needs to be updated to accommodate new grid
management technologies. Protection and control equipment with expanded
technology capabilities will be required to support the growth in customer
requirements and be consistent with the national vision of a “Smart Grid”.
Instead of replacing like-for-like equipment, gridSMART®" enables the
Company to install new technologies and advanced data and
communications systems that better respond to increased service reliability

expectations, deliver energy more efficiently, and accommodate distributed
renewable energy sources.

o Customers’ expectations concerning reliability are changing and adoption of
sensitive electronics through all levels of society has increased the need and
expectation for a reliable supply of high quality electric power. New grid
management technologies associated with gridSMART®™ will help improve
service reliability to better match customer expectations.

o Advanced communications and control technologies are becoming more
affordable, more accessible, and easier to use than ever before.

These factors alone and in any combination are helping drive KPCo’s response to
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what is a dramatically changing landscape of electricity distribution. As another
significant benefit of gridSMART®, these initiatives will help minimize employees’
exposure to injuries from work-related accidents and occasional confrontational
customer interactions.

"™ initiative and

Would you please describe each component of the grid SMAR
related benefits being proposed by KPCo?

Yes. I will step through each component and discuss the related benefits.

What is the first component of the gridSMART®" initiative?

The first component of the proposed gridSMART™ initiative is the addition of
Supervisory Control And Data Acquisition (SCADA) installations in substations and
on automated distribution line devices.

What are the benefits of SCADA?

SCADA is a system operator tool used to remotely control and monitor transmission
and distribution station and line equipment. SCADA improves reliability by
providing system operators with remote control and monitoring capability over the
transmission and distribution network. Utilization of this system shortens outage
restoration times for customers and provides data and intelligence to sense abnormal
or evolving system conditions.

What incremental services will SCADA provide to KPCo?

SCADA will provide: 1) real time load information on station equipment such as
transformers and breakers (this will allow action to be taken before serious loading
problems can cause outages); 2) remote switching of station equipment which will

reduce the restoration time required for many feeder breaker lockouts; 3) quick
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access to de-energize facilities for hazardous conditions found in the field - thus
enhancing safety to the public and our workers; 4) the ability of distribution
dispatchers to determine circuit outages even before customers call in, which will
provide quicker response to these large scale outages; 5) the backbone infrastructure
for future gridSMART®™ technologies.

KPCo’s long-term reliability strategy includes the targeted installation of
SCADA on remaining stations in the Company’s service territory along with
installation of SCADA for automated devices on distribution lines. This installation of
SCADA for line devices will include necessary communication and computer
equipment to begin separation of SCADA for distribution line equipment from the
transmission SCADA System. This separation is necessary to allow integration of
Distribution SCADA with distribution operation systems such as our Outage
Management System (OMS). This will allow automatic outage case generation with
information from the equipment without having to wait on customers to call in a
trouble order. This provides for quicker outage analysis and response to outage cases.
This integration is part of the gridSMART™ interoperable technical architecture that
includes sharing information between all distribution systems and would include using
operational messages from Advanced Metering Infrastructure (AMI) meters if they are
installed in the future. The separation will also allow higher levels of security to be
maintained for the Transmission SCADA System.

How many stations currently have SCADA installed and how many stations

will SCADA need to be installed in?
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Previously, KPCo has installed SCADA in 37 distribution stations but the remaining
55 distribution stations presently do not have SCADA.
What is the second component of the gridSMART®" initiative?
The second component of gridSMART®™ initiative is Distribution Automation (DA).
DA provides real-time control and monitoring of selected electrical components
within the distribution system. The electrical components to be controlled and
monitored include station circuit breakers, line reclosers, and automated line
switches.  These electrical components will be connected via a two-way
communication system to KPCo’s dispatch operations center and will be equipped
with sensors, which provide information on operational status and analog data such
as voltage or current. When an interruption occurs, automated devices isolate the
faulted zone and reconfigure the circuits by automatically opening (de-energizing) or
closing (re-energizing), depending on the fault location. Customers not directly
affected by the fault are immediately transferred to another source, if available,
thereby restoring their service sooner.
What are the benefits of DA?
Even with a high priority on investments aimed at avoiding outage events, it is
unlikely that all outage events can be avoided. Distribution automation can,
however, minimize the number of customers affected by the outage events that do
occur.

Reviews of historical outage records indicate that approximately 10 percent
of outage events involve main line devices (station breaker, main line recloser) yet

63 percent of the customer outage minutes are due to these main line outage events.
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This illustrates the opportunity to improve customer outage experience by using
distribution automation on main line devices to limit the number of customers
impacted by an outage event to just those customers in the zone where the fault
oceurs.

What is the third and final component of the KPCo gridSMART®" initiative?
The third component of the gridSMART™ initiative is Integrated Volt Var Control
(IVVC). IVVC is a series of sensors and intelligent controllers which can monitor
load flow characteristics and direct controls on capacitor and voltage-regulating
equipment to optimize power factor (Var flow) and voltage levels. These controls
utilize much of the same technology as DA and there are synergies when installing
them together. KPCo plans to install the IVVC technology and demonstrate the
benefits on selected stations and circuits. The IVVC will be installed in areas after
the new DA systems are installed.

What are the benefits of IVVC?

The two benefits of IVVC are 1) power factor optimization and 2) voltage
optimization. Power factor optimization improves energy efficiency by reducing
losses on the system and can improve reliability by relieving congestion on the
transmission system. Voltage optimization can also allow a reduction of system
voltage that still maintains minimum levels needed by customers but will cause a
corresponding reduction in energy consumption. AEP is participating with the
Electric Power Research Institute (EPRI) as well as conducting its own pilot
installations to evaluate response rates of energy reduction and power factor

improvement. Early results indicate a range of 0.5 percent to 1 percent of energy
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demand reduction for a 1 percent voltage reduction and power factors near unity are
possible. KPCo anticipates that energy demand and consumption by customers on
these circuits can reduce by approximately 2 percent with no impact on the level of

service they receive and no action required to participate.

Q. Please summarize the work units to be performed and associated costs for the

gridSMART®" Initiative.

Figure 13 represents the forecasted cost and units of work to be performed under the
P p

gridSMART®™ Initiative.

Figure 13: gridSMART®" Initiative Summary and Associated Incremental Cost

Forecasted Units of . ; .
Work Yearl Year2 Year 3
Station SCADA
(stations installed) 3 13 13
Distribution SCADA
(system installed) I Host System ) )
INAY S
{cireunits installed) See Note Below 3 3
DA
(circuits installed) 3 3 4
(8 Millions)
Oo&M Capital O&M Capital O&M Capital
I““‘zmi“‘a‘ $0.154 | $1.550 $0.235 $4.750 $0.105 $4.750
o8 $1.704 $4.985 $4.855

Note: DA must be installed before KPCo can install IVVC

Is Automated Metering Infrastructure (AMI) included in the KPCo
gridSMART® proposal?
No. KPCo converted all residential meters to automated metering reading (AMR)

technology in 2006, and thus the company is not currently proposing to convert to
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AMI technology until 2012 or later. This will allow KPCo and its ratepayers to
continue to reap the benefits of improved meter read attainment, accuracy and cost and
safety reductions that are being provided by the AMR technology. In addition,
industry projections predict that the cost of AMI technology will decline from current
prices as more utilities adopt the technology, which would be a benefit to KPCo

customers.

VI. CONCLUSION

M. Phillips, please summarize your testimony.

My testimony has demonstrated the need for, benefits of, and cost (See EXHIBIT
EGP-1, Summary of Reliability and Service Enhancement Adjustment) associated
with implementing the Reliability and Service Enhancement Plan. The Plan includes
an adjustment totaling $16.4 million in O&M and $9.2 million in Capital which
includes: Enhanced Vegetation Initiative, Enhanced Equipment Inspection and
Mitigation Initiative, Distribution Work Force Planning, and gridSMART Initiatives.
The requested adjustment is both reasonable and necessary for ensuring that KPCo’s
customers receive the expected level of reliability and service to which they have
grown accustomed.

Does that conclude your direct testimony?

Yes, it does.
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DIRECT TESTIMONY OF
DAVID M. ROUSH, ON BEHALF OF
KENTUCKY POWER COMPANY
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

L INTRODUCTION

PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND POSITION.
My name is David M. Roush. My business address is 1 Riverside Plaza,
Columbus, Ohio 43215. I am employed as a Manager - Regulated Pricing and
Analysis for American Electric Power Service Corporation (AEPSC), a wholly
owned subsidiary of American Electric Power Company, Inc. (AEP). AEP is the
parent company of Kentucky Power Company.

Background
PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND
EMPLOYMENT HISTORY,
I graduated from The Ohio State University (OSU) in 1989 with a Bachelor of
Science degree in mathematics with a computer and information science minor.
In 1999, I earned a Master of Business Administration degree from The
University of Dayton. I have completed both the EEI Electric Rate Fundamentals
and Advanced Courses. In 2003, I completed the AEP/OSU Strategic Leadership
Program.

In 1989, I joined AEPSC as a Rate Assistant. Since that time I have
progressed through various positions and was promoted to my current position of
Manager — Regulated Pricing and Analysis in July 2003. My responsibilities
include the oversight of the preparation of cost-of-service and rate design analyses

for the AEP System operating companies, and the oversight of the preparation of
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special contracts and pricing for customers.
HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN ANY
REGULATORY PROCEEDINGS?
Yes. I have submitted testimony before the Public Service Comumission of
Kentucky, Indiana Utility Regulatory Commission, Michigan Public Service
Commission, the Public Utilities Commission of Ohio and the Public Service
Commission of West Virginia regarding cost-of-service and rate design related
issues.
FOR WHOM ARE YOU TESTIFYING IN THIS PROCEEDING?
I am testifying on behalf of Kentucky Power Company, which I will refer to
throughout my testimony either as KPCo, or as “the Company”.

Purpose of Testimony
WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?
The purpose of my testimony is to support certain test year adjustments, address
the allocation of the requested rate increase to the classes, support various
changes in the proposed tariffs and the design of the rates for each tariff, and
support portions of Section III of this filing with Witness Wagner.

List of Exhibits

WHAT EXHIBITS ARE YOU SPONSORING IN THIS PROCEEDING?

I am sponsoring the following exhibits:

Exhibit DMR-1 Customer Annualization Adjustment
Exhibit DMR-2 Third Party Revenue Adjustment

Exhibit DMR-3 Revenue Allocation
Exhibit DMR-4 Transmission Adjustment Tariff Rate Design
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II. ADJUSTMENTS

Customer Migration Adjustment
ARE YOU RESPONSIBLE FOR THE DEVELOPMENT OF THE
CUSTOMER MIGRATION ADJUSTMENT?
Yes.
PLEASE DESCRIBE THE ADJUSTMENT.
The purpose of the Customer Migration Adjustment is to determine the test year
revenue that KPCo would have received if each customer were billed for the
entire twelve months of the test year on the tariff under which the customer was
taking service at the end of the test year. For example, a customer may have been
billed under the MGS tariff for the first seven months of the test year and then
billed under the LGS tariff for the remaining five months of the test year. During
the test year, over 1,000 customers changed tariffs.

The Customer Migration Adjustment starts with the “per books revenue”
as shown in Section III. “Per books revenues” means the revenues from
customers as they were actually billed for each month of the test year. For
purposes of the Customer Migration Adjustment, these customers would be re-
billed for the entire test year under the tariff as applied at the end of the test year
to determine the impact on test year revenues. This restatement of per books

revenue was made for each customer who switched tariffs during the test year.
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WHAT IMPACT DOES THE CUSTOMER MIGRATION ADJUSTMENT
HAVE ON TEST YEAR REVENUES?
The Customer Migration Adjustment results in an increase of test year revenues
of $1,721,710 as shown in Section V, Workpaper S-4, page 24.

Customer Annualization Adjustment
ARE YOU RESPONSIBLE FOR THE DEVELOPMENT OF THE
CUSTOMER ANNUALIZATION ADJUSTMENT?
Yes.
PLEASE EXPLAIN THE PURPOSE OF THE ADJUSTMENT.
The purpose of the Customer Annualization Adjustment is to restate test year
revenues and expenses to reflect, on an annual basis, changes in load that
occurred during the test year. For example, if the number of residential customers
increased during the test year, per books residential kWh sales would have to be
increased to reflect the impact of annualizing load growth that occurred within the
test year. In addition to the revenue adjustment, test year operating expenses
would also have to be increased to reflect the incremental costs associated with
annualizing test year load growth.
PLEASE DESCRIBE THE ADJUSTMENT.
The development of the Customer Annualization Adjustment is shown in Exhibit
DMR-1 with additional detail shown in Section III of this filing. To ensure that
the Customer Annualization Adjustment reflects only actual customer growth, the
impact of customer migrations has been eliminated by starting with the data

adjusted for the Customer Migration Adjustment.
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Page 1 of Exhibit DMR-1 shows specific changes in large customer loads
as identified by KPCo. Column (1) contains KPCo’s current tariffs listed by
delivery voltage level. Column (2) contains the total number of customers for the
test year, while Column (3) contains the number of customers as of September 30,
2009. Columns (4) and (5) show metered kWh and revenues, respectively.
Columns (6) through (9) show the specific adjustments for known changes in
large customer usage, which produces a reduction in revenue of $302,353.
Columns (10) through (13) are the sum of the data shown in Columns (2) through
(5) and the adjustments shown in columns (6) through (9). This information is the
starting point for the second part of the Customer Annualization Adjustment that
is shown on page 2 of Exhibit DMR-1

Column (1) of page 2 of Exhibit DMR-1 contains KPCo’s current tariffs
listed by delivery voltage level. Column (2) contains the total number of
customers for the test year, while Column (3) contains the average number of
customers for the test year [Column (2) divided by 12]. Column (4) contains the
number of customers as of September 30, 2009. Customer growth [Column (5)]
is calculated as Column (4) less Column (3).

Customer growth [Column (5)] is then multiplied by test year average
kWh per customer [Column (7)] to yield the kWh annualization adjustment
[Column (8)]. The kWh annualization adjustment is in turn multiplied by the test
year average revenue per kWh [Column (10)] to yield a revenue annualization

adjustment of $2,827,387 as shown in Column (11).



10

11

12

13

14

15

16

17

18

19

21

22

23

ROUSH - 6

In addition to the $2,525,034 increase ($2,827,387 - $302,353) in test year
revenues resulting from the first two steps of the Customer Annualization
Adjustment, test year operating expenses must also be increased to reflect the
incremental cost KPCo would incur in generating 59,117,323 additional kWh
(46,235,053 + 12,882,270). To calculate the incremental operating expenses, an
operating ratio approach was used as shown on page 3 of Exhibit DMR-1.

The operating ratio is simply the ratio of operation and maintenance
expense, less labor expense, to operating revenues. For KPCo, the operating ratio
is 84.29%. Incremental operating expenses are then calculated by multiplying the
incremental operating revenue ($2,525,034) by the operating ratio (84.29%) to
yield $2,128,351. Incremental state and federal income taxes are also deducted to
yield a net Customer Annualization Adjustment of $241,780 as shown in Section
V, Workpaper S-4, page 45.

PJM Enhancement Revenue and Expenses Adjustment
ARE YOU RESPONSIBLE FOR THE DEVELOPMENT OF THE PJM
ENHANCEMENT REVENUE AND EXPENSES ADJUSTMENT?

Yes.

PLEASE EXPLAIN THE PURPOSE OF THE ADJUSTMENT.

The purpose of the PJM Enhancement Revenue and Expenses Adjustment is to
restate test year revenues and expenses to reflect known changes in the charges
and credits that KPCo receives from PJM Interconnection, LLC (PJM) under
Schedule 12, Transmission Enhancement Charges, of PJM’s Tariff. Transmission

Enhancement Charges are assessed by PJM based upon Federal Energy
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Regulatory Commission (FERC) established revenue requirements for
transmission investments made by transmission owners under PIM’s Regional
Transmission Planning process.

PLEASE DESCRIBE THE ADJUSTMENT.

The charges under Schedule 12 are updated annually for many transmission
owners, including AEP. This adjustment annualizes KPCo’s expenses based upon
changes in Schedule 12 charges that have occurred and will occur through
January 2010 based upon known changes in rates. AEP’s zonal responsibility for
these charges is first divided between the portion that is the responsibility of AEP
customers and that which is the responsibility of other entities in the AEP East
transmission zone. Once that amount is determined, KPCo’s portion is
determined by applying KPCo’s Member Load Ratio (MLR). As shown in
Section V, Workpaper S-4, page 23, this calculation results in an annualized
expense for KPCo of $1,422,308 which, when compared to a test year amount of
$801,835, yields a total KPCo adjustment of $620,473.

This adjustment also annualizes KPCo’s revenues based upon KPCo’s
share of AEP’s revenue to be received for its Transmission Enhancements under
rates that became effective July 1, 2009. The KPCo amount is determined by
multiplying the total AEP amount by KPCo’s MLR. As shown in Section V,
Workpaper S-4, page 23, this calculation results in annualized revenues for KPCo
of $222,913 which, when compared to a test year amount of $76,109, yields a

total KPCo adjustment of $146,804.
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Finally, the net amount of the adjustment ($467,038) is determined by
applying a KPCo retail jurisdictional factor to the total KPCo amounts [0.986 x
($620,473 - $146,804)].

System Sales Margin Adjustment
ARE YOU RESPONSIBLE FOR THE DEVELOPMENT OF THE
SYSTEM SALES MARGIN ADJUSTMENT?
[ am jointly responsible for the System Sales Margin Adjustment with Witnesses
Myers and Wagner. Specifically, I am responsible for Columns (5) and (6) of the
adjustment as shown in Section V, Workpaper S-4, page 26.
PLEASE EXPLAIN THE PURPOSE OF THE ADJUSTMENT SHOWN IN
COLUMNS (5) AND (6).
The purpose of the adjustment is to restate test year system sales margins to
remove transmission and ancillary service revenues related to a sale to Carolina
Power and Light (Progress Energy) that ends on December 31, 2009.
PLEASE DESCRIBE THE ADJUSTMENT.
The calculation of test year system sales margins for KPCo included KPCo’s
share of transmission and ancillary service revenues from a contractual sale to
Progress Energy that ends on December 31, 2009. As shown in Exhibit DMR-2,
this adjustment annualizes KPCo’s revenues based upon the level of transmission
and ancillary service revenues at the end of the test year, adjusted for this sale
which is ending. KPCo’s amount is determined by applying KPCo’s MLR to the
adjusted total AEP amount at the end of the test year. As shown in Exhibit DMR-

2 and Section V, Workpaper S-4, page 26, this calculation results in an annualized
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reduction in revenues for KPCo of $60,488 for ancillary services [Column (5)]
and $392,189 for transmission service [Column (6)].

I REVENUE ALLOCATION

PLEASE EXPLAIN THE PRINCIPLES OR GUIDELINES THAT YOU
FOLLOWED IN ALLOCATING THE PROPOSED REVENUE INCREASE
AMONG THE TARIFF CLASSES.

One key objective of ratemaking is to design rates such that they reflect as nearly
as possible the actual costs of serving the customer. To fully meet this objective
would require that the rates of return for all tariff classes be equalized. The class
cost-of-service study prepared by Witness High (Exhibit DEH-1) provides the
information needed to make this evaluation.

As shown in Column (3) of page 1 of Exhibit DMR-3, the rate of return
for the Residential (RS) class is below the total retail current rate of return of
1.11%. On the other hand, the rates of return for the remaining customer classes
are above the total retail current rate of return. For example, the Commercial and
Industrial Power — Time-of-Day (CIP-TOD) class has a 6.37% rate of return and
the Municipal Waterworks (MW) class has a 6.55% rate of return.

In light of this variation in class rates of return, KPCo proposes to apply
the rate increase of $123,626,013 in a manner that provides above average
increases to those classes with rates of return below the total retail current rate of
return and below average increases to those classes with rates of return in excess
of the total retail current rate of return. The actual rate increase for each class was

determined by use of an equal percentage subsidy reduction methodology.
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PLEASE EXPLAIN THE EQUAL PERCENTAGE SUBSIDY REDUCTION
METHOD OF REVENUE ALLOCATION.

The first step in the process is to calculate the current subsidy for each class
[Column (12) Exhibit DMR-3, page 2]. The current subsidy is defined as the
difference between the equalized revenues (revenues if the class rate of return
were set equal to the total retail current rate of return of 1.11%) and current class
revenues. For example, the current subsidy for the residential class is
$35,142,378, which means that residential rates would have to be increased by
that amount to raise the class rate of return to 1.11%. Similarly, the current
subsidy for the Quantity Power (QP) class is a negative $5,396,960, which means
that the QP class rates would have to be reduced by that amount to lower the class
rate of return to 1.11%.

The second step in the process is to calculate the revenues for each class at
the total retail proposed rate of return [Column (11) Exhibit DMR-3, page 3].
This shows what each class would pay if all subsidies were eliminated and each
class fully paid its actual costs at the proposed revenue level. As can be seen in
Column (6), this would produce a significant increase in excess of 50% for the
residential class.

The third step in the process is to exercise the principle of gradualism. In
this context, it is not reasonable to eliminate all subsidies in this case. However, it
is important to make progress toward eliminating interclass subsidies. The
amount of such progress should be tempered by recognition of the rate impacts on

the various tariff classes. As such, KPCo proposes to eliminate 10% of the
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current subsidies from all classes. To accomplish this, 90% of the current subsidy
is added back (or deducted, as appropriate) to the class rate increases at proposed
equalized rates of return as shown in Columns (12) and (13) of Exhibit DMR-3,
page 3.

The final step is simply to recalculate the results using the increase
determined in the third step. This is shown in Exhibit DMR-3, page 4.

IV. RATE DESIGN

PLEASE SUMMARIZE THE MAJOR RATE DESIGN MODIFICATIONS
PROPOSED BY THE COMPANY.
The significant rate design modifications proposed by the Company are as

follows:

TARIFF MODIFICATION

Experimental Residential Service

Time-of-Day 2 (R.S.-T.0.D.2) a) Introduce experimental time-of-day
service to encourage customers to
manage consumption during high cost
winter and summer hours.

Experimental Small General Service

Time-of-Day (S.G.S.-T.0.D.) a) Introduce experimental time-of-day
service to encourage customers to
manage consumption during high cost
winter and summer hours.

Large General Service

Time-of-Day (L.G.S.-T.0.D.) a) Introduce generally available time-of-
day service for larger customers that do
not qualify for Medium General Service
Time-of-Day.

Quantity Power (Q.P.) a) Introduce load factor blocked energy
charge similar to Medium General
Service to encourage load factor
improvement and make a smoother
transition from Large General Service.
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Contract Service — Interruptible
Power (C.S.-L.R.P.)

Outdoor Lighting (O.L.)

Street Lighting (S.L.)

System Sales Clause (S.5.C.)
Net Merger Savings Credit
(N.M.S.C)

Emergency Curtailable Service —

Capacity and Energy Rider
(E.C.S.-C. & E)

Energy Price Curtailable Service
Rider (E.P.C.S.)

Alternate Feed Service Rider
(AF.S)

Transmission Adjustment (T.A.)

a)

b)

a)

ROUSH - 12

Reduce minimum interruptible load
requirement from 5,000 kW to 1,000
kW.

Make available to secondary and

primary customers.
Introduce new lamps.

Remove unused lamps and limit service
on new metal or concrete poles to
existing installations.

Revise language to reflect proposed
margin sharing.

Discontinue Tariff.

Eliminate existing Emergency
Curtailable Service Rider.

Introduce new interruptible option

available to smaller customers.

Rename P.C.S. Rider and modify
provisions to make the rider more
attractive for customers.

Introduce new rider to provide for
customer-requested redundant
distribution service.

Introduce surcharge to track net
transmission cost.

Other proposed tariff changes are discussed by Witness Wagner and identified in

Section III of this filing.
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Time-of-Day Service Offerings
PLEASE EXPLAIN THE COMPANY’S NEW TIME-OF-DAY SERVICE
OFFERINGS.
KPCo is proposing experimental Time-of-Day service tariffs for Residential and
Small General Service customers and a Time-of-Day service for Large General
Service customers. Each of these tariffs is an additional option for customers.

The experimental tariffs for Residential and Small General Service
customers include three distinct energy charges for three time periods, winter on-
peak, summer on-peak and all other hours. The winter on-peak period includes
the weekday hours of 7 A.M. to 11 A.M. and 6 P.M to 10 P.M. during the months
of November through March. The summer on-peak period includes the weekday
hours of Noon to 6 P.M from May 15 through September 15. All other weekday
hours, all weekend hours and the entire period from April 1 to May 14 and
September 16 to October 31 are off-peak hours.

The time periods were selected based upon an evaluation of KPCo’s load
and also hourly market prices. The intent was to provide customers with a simple
schedule (i.e. one that could be put on a refrigerator magnet) that would guide
their energy usage decisions based upon the most important hours from an
operations and cost perspective.

The tariffs were designed to be revenue neutral on an annual basis. In
other words, KPCo customers, on average, would not pay any more or less by
selecting the experimental tariff, except for $3.55 per month for the additional

cost of a more sophisticated meter to measure the time-of-day usage.
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KPCo’s proposed Large General Service Time-of-Day tariff is an
extension of KPCo’s existing Medium General Service Time-of-Day tariff to
larger customers. The Large General Service Time-of-Day tariff is available to
customers of up to 1,000 kW and includes a demand charge which primarily
reflects the cost of local facilities that are necessary regardless of the time that a
customer is using electricity. As with the experimental tariffs, the Large General
Service Time-of-Day tariff was designed to be revenue neutral on an annual basis.

Changes in Quantity Power Tariff Q.P.

PLEASE EXPLAIN THE CHANGES TO THE CURRENT TARIFF Q.P.

Tariff Q.P. applies to commercial and industrial customer with demand less than
7,500 kW and requires customer to contract for no less than 1,000 kW. Currently,
Tariff Q.P. includes a monthly service charge, an on-peak demand charge, an off-
peak excess demand charge, a reactive demand charge and an energy charge. The
current structure of Tariff Q.P. is similar to Tariff C.I.P.-T.0.D. in that customer
costs are predominantly collected in the monthly service charge, demand costs are
predominantly collected in the demand charges and energy costs are
predominantly collected in the energy charge, a D-E-C rate. Tariff C.LP.-T.O.D.
has historically been established as a full cost D-E-C rate, whereas Tariff Q.P. has
historically been a nearly full cost D-E-C rate with some demand costs collected
through the energy charge. This D-E-C rate structure makes the transition from
Tariff Q.P. to Tariff C.ILP.-T.O.D. relatively easy for customers when their
demands exceed 7,500 kW. However, the transition from Tariff L.G.S to Tariff

Q.P. is much more difficult. Under Tariff L.G.S., a significant portion of demand
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costs are collected through the energy charge. This type of structure is not
unusual. Smaller customers, particularly those with fluctuating usage, have not
typically been billed on full cost D-E-C rates.

For this reason, KPCo is proposing to modify Tariff Q.P. to make the
transitions between Tariff L.G.S., Tariff Q.P. and Tariff C.I.P.-T.O.D. easier for
customers. This is achieved by introducing a load factor blocking of the Tariff
Q.P. energy charge, similar to the one contained in KPCo’s Tariff M.G.S. The
load factor blocking was set at the existing crossover or breakeven point of 350
hours use per month (approximately 48% load factor) for Tariffs L.G.S. and Q.P.
This is the point at which a customer’s bill under Tariff L.G.S and Tariff Q.P.
would be approximately equivalent. The second block energy charge was set at
KPCo’s full energy cost plus 15% of demand cost, which is comparable to the
current energy charge in Tariff Q.P. The demand charge was set at a rate close to
the proposed Tariff L.G.S. demand charge. Finally, the first block energy charge
reflects full energy costs and residual demand costs not collected through the
demand charge and second block energy charge.

Interruptible Service
PLEASE EXPLAIN THE COMPANY’S CHANGES IN ITS
INTERRUPTIBLE SERVICE OFFERINGS.
In this case, KPCo is proposing several new and modified interruptible service
offerings. Given the meager interest in its current Emergency Curtailable Service
Rider and Price Curtailable Service Rider offerings, KPCo proposes to eliminate

the current offerings and replace them with new Emergency Curtailable Service -
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Capacity & Energy and Energy Price Curtailable Service riders. These riders
reflect significant modifications to the existing offerings with a focus on making
them more attractive to customers while maintaining a benefit for all of KPCo’s
customers. In addition, KPCo is lowering the minimum interruptible contract
requirement under Tariff C.S.-LR.P. to 1,000 kW from its current 5,000 kW and
eliminating the current limitation in availability to only subtransmission and
transmission voltage customers.
System Sales Clause

PLEASE EXPLAIN THE OPERATION OF THE COMPANY’S REVISED
SYSTEM SALES CLAUSE TARIFF.

As discussed by Witnesses Myers and Wagner, the Company proposes modifying
its System Sales Clause to implement a revised sharing mechanism. As in the
past, a level of net revenues from system sales is included in base rates. The
amount included in base rates is equivalent to 50% of the adjusted test year level
($7,645,182). On an annual basis, to the extent that KPCo’s actual net revenues
from system sales are less than 100% of the adjusted test year level
($15,290,363), KPCo customers will not be charged as they would have been
under the current sharing mechanism. On an annual basis, to the extent that
KPCo’s actual net revenues from system sales are more than 100% of the adjusted
test year level, KPCo customers will receive a credit equal to 50% of the actual

net revenues in excess of 100% of the adjusted test year level.
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WILL THE REVISED SYSTEM SALES CLAUSE TARIFF OPERATE ON
A MONTHLY OR ANNUAL BASIS?

The revised Systém Sales Clause Tariff will operate on a monthly basis.
However, cumulative amounts during each annual period (year) must also be
considered as part of the monthly calculation. Since, on an annual basis,
customers will not be charged if actual net revenues from system sales fall below
100% of the adjusted test year level, KPCo must monitor its cumulative progress
throughout the year toward meeting the annual goal.

KPCo considered two options regarding the operation of the tariff. The
first option was to initially set the System Sales Adjustment Factor equivalent to
zero (0) until such time as KPCo’s cumulative net revenues from system sales for
the year exceeded the 100% of the annual adjusted test year level. Under this
option, the System Sales Adjustment Factor would typically be zero (0) for most
months of the year, with the possibility of being a credit in the last few months of
the year. The second option was to evaluate KPCo’s net revenues from system
sales on a monthly and cumulative monthly basis. The best way to explain the
second option is through simplified examples.

Example 1: If in the first month of the year, KPCo’s net revenues from
system sales exceed the monthly test year amount by $100,000, the System Sales
Adjustment Factor would be a credit to customers of $50,000. If in the next
month of the year, KPCo’s net revenues from system sales were $200,000 below

the monthly test year amount, the System Sales Adjustment Factor would be a
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charge of $50,000 to customers, bringing the cumulative for the year to $0. In no
event would the cumulative annual amount result in a charge to customers.

Example 2: If in the first month of the year, KPCo’s net revenues from
system sales were below the monthly test year amount by $100,000, the System
Sales Adjustment Factor would be zero (0). If in the next month of the year,
KPCo’s net revenues from system sales were $200,000 above the monthly test
year amount, the System Sales Adjustment Factor would be a credit of $50,000 to
customers (50% of (-$100,000 + $200,000).

While both options have merit and ultimately produce the same result on
an annual basis, the second option was selected as better matching the System
Sales Adjustment Factor to the net revenues from system sales as they are
realized. The specific tariff language detailing the calculation can be found in
Section IIT of this filing.

Alternate Feed Service

DOES KPCO PROPOSE A NEW TARIFF FOR ALTERNATE FEED
SERVICE (AFS)?

Yes. Given the special nature of this service for customers that request a second
distribution feed in addition to their basic service, KPCo proposes a special tariff
to address the unique nature and costs of providing that service. For various
reasons, AFS customers require a higher level of reliability than other customers.
While KPCo wishes to meet the needs of its customers, it is important that such
customers pay charges that reflect the full cost of providing such service. This

prevents KPCo’s other customers that do not benefit from bearing the additional
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costs for providing this premium service to customers that desire an alternate
feed. Most importantly, the proposed Rider A.F.S. provides the proper price
signal to customers concerning the cost of alternate feed service. This allows
customers to make an economic choice whether an alternate feed or another
alternative, such as an emergency generator, is the best way to meet their unique
reliability needs.

KPCo’s proposed Rider A.F.S includes two main provisions. First, the
customer is responsible for all dedicated and/or local facilities required to provide
the alternate feed. Second, the customer pays a monthly charge per kW for the
capacity reserved on the Company’s facilities for the alternate feed.

Transmission Adjustment Tariff

PLEASE EXPLAIN THE COMPANY’S PROPOSED TRANSMISSION
ADJUSTMENT TARIFF.

As discussed by Witness Bethel, the Company’s transmission costs should be
based upon the charges under PJM’s Tariff (the Open Access Transmission Tariff
or “OATT” and the Operating Agreement). The proposed Transmission
Adjustment Tariff (Tariff T.A.) compares the charges under PJM’s Tariff to the
embedded cost of transmission as determined from KPCo’s cost-of-service study
and included in KPCo’s proposed base rates.

As discussed by Witness Gregory, KPCo’s books and records provide the
information necessary to determine KPCo’s charges under PJIM’s Tariff. As
shown in Exhibit DMR-4, lines 11 through 18 itemize the total AEP East charges

for transmission under the PJM Tariff for Network Integration Transmission
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Service (NITS); associated Revenue Credits; Transmission Owner Scheduling,
System Control and Dispatch Service; RTO start-up costs; Expansion Cost
Recovery Charge; PIM Administrative Charges; and Transmission Enhancement
Charges.  Consistent with the PJM Enhancement Revenue and Expenses
Adjustment, Transmission Enhancement Charges reflect charges at the January
2010 rate level. For each of these items, the current account in which the charge
is recorded is identified in Column (4).

Once the total AEP East amount is determined on line 18, that amount is
shown on line 1 and annualized on line 2. KPCo’s amount (line 4) is determined
by applying KPCo’s MLR (line 3). Finally, the KPSC jurisdictional amount (line
6) is determined by applying a KPCo retail jurisdictional factor (line 5) to the total
KPCo amount.

The KPSC jurisdictional amount (line 6) is then compared to the amount
included in KPCo’s proposed rates (line 7) to determine the Transmission
Adjustment credit of $7,038,463 (line 8). This amount is the savings that
Kentucky retail customers will realize by paying charges under the PJM Tariff
instead of paying KPCo’s embedded cost of transmission.

The Transmission Adjustment (line 8) is divided by total proposed
revenues for all tariffs, excluding Tariffs O.L. and S.L. (line 9) to yield a
Transmission Adjustment Factor of -1.12942% (line 10). Since Tariffs O.L. and
S.L. do not have an embedded cost of transmission, the Transmission Adjustment

Factor would not apply to those tariffs.
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PLEASE DESCRIBE THE OPERATION OF THE COMPANY’S
PROPOSED TRANSMISSION ADJUSTMENT TARIFF.

The Transmission Adjustment Tariff will be updated annually. The most
significant component of KPCo’s charges under PJM’s Tariff is NITS. The NITS
rate for the AEP East zone is filed in late May to be effective on July 1 of each
year. Given this, KPCo plans to file an update to the Transmission Adjustment
Factor annually, on or about July 1, to be effective with the first billing cycle of
August of each year. The annual filing will be based upon estimated costs and
revenues for the ensuing August 1 to July 31 period.

In addition, as discussed by Witness Gregory, KPCo will be recording
over/under recoveries based upon actual collections under the Transmission
Adjustment Tariff and actual KPCo costs under PJM’s Tariff, net of the
transmission revenue requirement included in KPCo’s base rates. KPCo will also
file annually to reconcile any over/under recoveries through the Balancing
Adjustment Factor in the Transmission Adjustment Tariff. Any refunds under
PIM’s Tariff for services rendered during the period would also be part of the
annual reconciliation. This reconciliation will be performed at the end of each
annual period and filed with the Commission on or about August 1 of each year to
be effective for the eleven month period of September 1 to July 31.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes, it does.
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David M. Roush, upon first being duly sworn, hereby makes oath that if the foregoing
questions were propounded to him at a hearing before the Public Service Commission of
Kentucky, he would give the answers recorded following each of said questions and that
said answers are true.
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KENTUCKY POWER COMPANY
DEVELOPMENT OF OPERATING RATIO
TWELVE MONTHS ENDED SEPTEMBER 30, 2009

Line
No.

10

11

13

14

15

16

Description

Operating Revenues

Sales of Electricity

System Integration Agreement Adjustment
Capacity Charge Revenue Adjustment
Net Merger Savings Adjustment
Annualized Fuel Adjustment

Customer Migration Adjustment
Intercompany Revenue Billing Adjustment
Green Power Revenue Adjustment

Total

Operating Expenses

Adjusted Operation & Maintenance
Adjusted Labor Expense

Adjusted O&M Less Labor Expense

Operating Ratio

Operating Ratio

Amount

503,263,399
12,698,792
(5,181,547)

5,218,680

(10,989,239)

1,721,710
508,868
(434)

507,240,229

453,834,609

26,300,126

427,534,483

84.29%

Exhibit DMR-1
Page 3 of 3

Source

Sec. V, Sch.4, P.1, Col.(3), line 1
Sec.V, WP S-4, p.3, line 12
Sec.V, WP S-4, p.4, line 16
Sec.V, WP S-4, p.5, line 15
SecV, WP S-4, p.6, line 8
Sec.V, WP S-4, p.24, line 10
Sec.V, WP S-4, p.43, line 3
SecV, WP S-4, p.44, line 3

Sum of Line 2 through Line 9

Sec. V, Sch.4, P.1, Line 4. Col.(5) less
Sec. V, WP §5-4, P.45, Line 2, Col.(3)
OML Workpaper, plus Sec.V, WP S-4, p.32

Line 12 - Line 13

Line 14/ Line 10



Kentucky Power Company
Third Party Revenue Adjusiment
included in System Sales Margin Adjustment
Test Year Twelve Months Ended 9/30/2009

Description
2)

Total AEP September 2009 Amount

Less: CP&L September 2009 Amount
Adjusted Total AEP Amount (Ln 1 -Ln 2)
Annualized Total AEP Amount (Ln 3 x 12)
KPCo's Revised MLR

KPCo's Annualized Amount (Ln 4 x Ln 5)
KPCo 9/30/2009 Book Amount

Adjustment (Ln6 - Ln7)

Ancillary Services

Exhibit DMR-2

Sales for Resale

Account 4470004 Account 4470005
) (4)

$70,094 $960,778

59,600 527,900

$10,494 $432,878

125,928 5,194,536
7.084% 7.084%

$8,921 $367,981

69,409 760,170
($60,488) ($392,189)
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Line
No.
M

10

Line
No.
M

11

13
14
15
16
17

18

Kentucky Power Company
Transmission Adjustment Tariff

Rate Design

Test Year Twelve Months Ended 9/30/2009

Description
(2)

Total AEP September 2009 Amount (Ln 18)
Annualized Total AEP Amount (Ln 1 x 12)
KPCo's Revised MLR

KPCo's Annualized Amount (Ln 2 x Ln 3)
Allocation Factor - GP-Trans

KPSC Jurisdictional Amount (Ln 4 x Ln 7)
Transmission Cost in Proposed Rates
Transmission Adjustment (Ln 6 - Ln 7)
Proposed Revenues excluding OL and SL

Transmission Adjustment Factor

Description
2

NITS Charges
Revenue Credits

RTO start-up costs

Transmission Owner Scheduling, System
Control and Dispatch Service

Expansion Cost Recovery Charge
PJM Administrative Charges
Transmission Enhancement Charges

Total (Sum Ln 11 through Ln 17)

Amount

®)
$50,676,451
608,117,412

7.084%

$43,079,037

0.986

$42,475,030

49,514,393

($7,038,463)
$623,195,180

-1.12942%

Total AEP
September 2009
Amount

©)

$45,744,372
(770,106)
176,007
656,702
116,108

3,080,222

1,673,146 *

$50,676,451

* Workpaper S-4, Page 23: $1,845,721 x 90.65% = $1,673,146

Exhibit DMR-4

Current
Accounts

4)

4561035
4561005
4561002
4561036

4561003

5614001, 5614007,
5618001, 5757001

5650012
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DIRECT TESTIMONY OF
ERROL K. WAGNER, ON BEHALF OF
KENTUCKY POWER COMPANY
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

I. INTRODUCTION

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.

My name is Errol K. Wagner. My position is Director of Regulatory Services,
Kentucky Power Company (“Kentucky Power, KPCo or Company”). My business
address is 101 A Enterprise Drive, Frankfort, Kentucky 40602.

II. BACKGROUND

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND
BUSINESS EXPERIENCE.

I received a Bachelor of Science degree with a major in accounting from
Elizabethtown College, Elizabethtown, Pennsylvania in December 1973. I am a
Certified Public Accountant. I worked for two certified public accounting firms
prior to joining the Pennsylvania Public Utility Commission Staff in 1976. In 1982,
I joined the American Electric Power Service Corporation (“AEPSC”) as a Rate
Case Coordinator. In 1986, I transferred from AEPSC to Kentucky as the Assistant
Rates, Tariffs and Special Contracts Director. In July 1987, I assumed my current
position.

WHAT ARE YOUR RESPONSIBILITIES AS DIRECTOR OF
REGULATORY SERVICES?

I supervise and direct the Regulatory Services of the Company, which has the
responsibility for rate and regulatory matters affecting Kentucky Power. This

includes the preparation of and coordination of the Company’s exhibits and



10

11

12

13

14

15

16

17

18

19

20

21

WAGNER 3

testimony in rate cases and any other formal filings before state and federal
regulatory bodies. Another responsibility is assuring the proper application of the
Company’s rates in all classifications of business.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION?
Yes. I have testified before this Commission in numerous regulatory proceedings
involving the adjustment in electric base rates, the fuel adjustment clause, the
environmental surcharge tariff, approval of certificates of public convenience and
necessity and other regulatory matters. I also filed testimony in KPCo’s last general
adjustment in electric base rates in Case No. 2005-00341.

I11. PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?

The purpose of my testimony is to support the revenue requirement being proposed
by the Company; to support certain known and measurable adjustments to test year
capitalization and test year revenues and operating expenses; to support the
Kentucky retail jurisdictional factors or amounts; and to support certain tariff
changes. In order to fully understand the development of the Company’s proposed
revenue requirement, which includes certain revenue and expense adjustments, I
will give a description of three pertinent Federal Energy Regulatory Commission
(FERC) approved agreements to which the Company is a party. These agreements
are the AEP Interconnection Agreement, the AEP Transmission Agreement and the

AEP Interim Allowance Agreement.
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ARE YOU SPONSORING ANY SCHEDULES INCLUDED IN THE
COMPANY’S FILING OR EXHIBITS TO YOUR TESTIMONY?

Yes. I identify the schedules and exhibits that I am sponsoring throughout my
testimony.

WERE THESE SCHEDULES AND EXHIBITS PREPARED BY YOU OR
UNDER YOUR DIRECTION?

Yes.

IV. RELEVANT FERC APPROVED AGREEMENTS

The AEP Interconnection Agreement

AS BACKGROUND, PLEASE BRIEFLY DESCRIBE THE AEP
INTERCONNECTION AGREEMENT AND THE CALCULATION OF THE
MEMBER LOAD RATIO (MLR).

KPCo, Appalachian Power Company (APCo), Columbus Southern Power Company
(CSP), Indiana Michigan Power Company (I&M) and Ohio Power Company
(OPCo) are the five AEP System operating companies (hereafter “AEP System-East
Zone”) that are members of the AEP Pool established pursuant to the FERC
approved AEP Interconnection Agreement. Although each operating company owns
specific generating facilities, the AEP System is designed, built and operated on an
integrated system basis. The AEP Interconnection Agreement defines the rights and
obligations of the five operating companies (each called a “member”) and sets out
the methodology for allocating the benefits and cost of generation among the

members. Significant aspects of the AEP Interconnection Agreement are as follows:
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o Requires each member to provide adequate generating facilities (or
resources) to meet its firm load requirement.

o Allocates the AEP Pool capacity on the basis of each member’s highest
non-coincident peak in the preceding twelve months (i.e., Member Load
Ratio, or MLR). The MLR is the ratio of a member’s highest non-
coincident peak in relationship to the total of all members highest non-
coincident peak.

o  Provides a Capacity Settlement that equalizes responsibility for installed
capacity. The capacity settlement equalizes reserve margins by assigning
fesponsibility to each member for its MLR share of system capacity. To
the extent that a member’s capacity is less than its system responsibility,
such deficit company is required to make up its shortfall by paying a
capacity charge to the surplus companies, based on the embedded cost of
capacity of the surplus companies.

o FEach member must make their transmission facilities available to all
members for the delivery and receipt of power.

PLEASE DESCRIBE THE CALCULATIONS OF THE CAPACITY
SETTLEMENT.

Exhibit EKW-1 demonstrates the monthly capacity equalization settlement
calculation under the Interconnection Agreement. First, the total members’ primary
capacity installed is multiplied by each member’s MLR to arrive at the member’s
primary capacity reservation (See Exhibit EKW-1 Columns 1, 2 and 3). This

primary capacity reservation is then compared with the installed capacity
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contributed by each member (See Exhibit EKW-1, Columns 1 and 3). If a member’s
primary capacity reservation exceeds its installed capacity contribution, the
difference is a capacity deficit that is met by those member(s) having surplus
capacity. If a member’s installed capacity contribution exceeds its reservation, the
difference is a capacity surplus, which is supplied to the AEP System-East Zone.
The total capacity surplus in any given month for surplus members always equals
the total primary capacity reservation deficiency for the deficit members (i.e.,
producing a zero surplus/deficit balance for the AEP System-East Zone) (See
Exhibit EKW-1, Column 4).

HOW ARE THE SURPLUS MEMBERS REIMBURSED BY THE DEFICIT
MEMBERS?

Surplus members are reimbursed through monthly capacity settlement charge
payments made by deficit companies. To calculate these payments, AEP first
calculates the AEP Pool capacity rate. Exhibit EKW-2 demonstrates the AEP Pool
capacity. rate calculations under the Interconnection Agreement. The AEP Pool
capacity rate is made up of two components: the primary capacity investment rate
and the fixed operating rate. The primary capacity investment rate reflects the
surplus member’s average embedded cost of capacity multiplied by the FERC-
approved carrying charge rate. The fixed operating rate reflects the surplus
member’s steam plant operations expense and one-half of the steam plant
maintenance expense divided by its installed capacity. An example of the capacity

rate calculations for the surplus members (I&M and OPCo) is provided in Exhibit
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EKW-2. Also provided on Exhibit EKW-2 is the weighted average rate, which is
paid by the deficit members.

HOW ARE THE DEFICIT MEMBERS’ CAPACITY SETTLEMENT
CHARGES CALCULATED?

A deficit company, such as KPCo, computes its capacity settlement charge by
multiplying its capacity deficit by the Pool’s weighted average capacity rate of the
surplus companies (See Exhibit EKW-1, Columns 5, 6 and 7).

WOULD YOU PLEASE WALK US THROUGH THE AEP SYSTEM-EAST
ZONE CAPACITY SETTLEMENT CHARGE CALCULATIONS FOR
KPCO?

Yes. KPCo’s monthly MLR is calculated by dividing KPCo’s highest non-
coincident peak in the preceding twelve months by the total of all of the members’
highest non-coincident peaks (1,674 MW / 23,680 MW) resulting in an MLR of
0.07069 (See Exhibit EKW-1, Line 2, Column 2). KPCo’s primary capacity
reservation is determined by multiplying its MLR for the month (0.07069) by the
members’ total generating capacity (26,220,000 kW). This equals a primary
capacity reservation for KPCo of 1,853,500 kW (See Exhibit EKW-1, Line 2,
Column 3). KPCo’s installed generating capacity is equal to 1,453,000 kW
(1,060,000 kW at Big Sandy Generating Plant and 393,000 kW at Rockport
Generating Plant). By comparing KPCo’s reservation capacity under the AEP Pool
Agreement with its installed primary capacity, KPCo has a capacity deficit of
400,500 kW (1,853,500 - 1,453,000 kW) for the month (See Exhibit EKW-1, Line

2, Column 4). Multiplying the weighted average capacity rate of the surplus
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companies (I&M and OPCo) of $11.98/kW times KPCo’s capacity deficit of
400,500 kW produces a capacity settlement charge for KPCo of $4,798,246 for the
month (See Exhibit EKW-1, Line 8, Column 7).

WHEN DO THE COSTS ASSOCIATED WITH NEW GENERATING
FACILITIES APPEAR IN THE MONTHLY CAPACITY RATE?

The Steam Plant Operation Expense and one half of Maintenance Expense for new
facilities will appear in the fixed operating rate for the month in which the expense
is incurred by the surplus companies. The primary capacity investment rate reflects
the level of Steam Production Plant in-service as of December 31st of the prior
year.

IN THE TEST YEAR WHAT WERE THE TOTAL CAPACITY CHARGES
PAID BY KPCO THROUGH THE INTERCONNECTION AGREEMENT?
Based on a September 30, 2009 test year, the annual capacity charge paid by KPCo
under the Interconnection Agreement was $57,077,395 (See Section V, Workpaper
S-4, Page 9, Column 4).

AEP Transmission Agreement

AS BACKGROUND, PLEASE BRIEFLY DESCRIBE THE AEP
TRANSMISSION AGREEMENT.

The AEP Transmission Agreement is a FERC approved agreement among the AEP
System-East Zone Companies. The Transmission Agreement provides for an
equitable method of sharing transmission costs incurred by the members in

connection with the ownership of their respective portion of the AEP high voltage
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transmission system. Also, this agreement promotes the continued development of a
reliable and economic transmission system by members.

COULD YOU GIVE A BRIEF DESCRIPTION OF TRANSMISSION
FACILITIES INCLUDED IN THE TRANSMISSION AGREEMENT?

Yes. Under the Interconnection Agreement, each member must make its
transmission facilities available to all members for the delivery and receipt of
power. The transmission facilities commonly referred to as Bulk Power
Transmission facilities, include the following:

o All transmission lines operating at a nominal voltage of 138-kV or
higher,

o All facilities such as transformers, buses, switchgear and associated
facilities located at transmission substations operating at a nominal
voltage of 345-kV and above, including Extra High Voltage (EHV)/138-
kV substations, and

e Other transmission facilities that are designated by the Transmission
Committee as having been installed for the mutual benefit of all
members.

WHAT ARE THE OBLIGATIONS OF THE MEMBERS UNDER THE
TRANSMISSION AGREEMENT?

Each member is required to maintain its respective portion of the Bulk
Transmission System, together with all associated facilities and appurtenances, in a
suitable condition of repair to permit the System to operate in a reliable and

satisfactory manner.
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IS THERE A COST-SHARING MECHANISM UNDER THE
TRANSMISSION EQUALIZATION AGREEMENT?

Yes, much like the Interconnection Agreement, the Transmission Agreement
provides for payments by transmission-deficit members to transmission-surplus
members.  Each member’s surplus or deficit is calculated by multiplying that
member’s MLR by the AEP System-East Zone’s total investment in Bulk
Transmission facilities investment. That result is compared to the amount of Bulk
Transmission investment the member has recorded on its own books and records as
of December 31 of the previous year. If the difference is positive the member is a
surplus member; if the difference is negative the member is a deficit member.
Currently, KPCo is a surplus member and receives a payment from the deficit
members. During the test year KPCo received $7,463,087 (See Section V,
Workpaper S-4, page 7, Column 4) in payments under the Transmission
Agreement. These receipts were recorded as a credit to KPCo’s O&M expense thus
reducing the cost-of-service to the customers.

HAS THERE BEEN CHANGES PROPOSED TO THE TRANSMISSION
AGREEMENT?

Yes. AEPSC on behalf of the members proposed to modify the transmission
agreement in FERC Docket ER09-1279. These changes and the benefits to KPCo
are discussed in the testimony of Witness Bethel on pages 6 through 8.

Interim Allowance Agreement

PLEASE BRIEFLY DESCRIBE THE AEP INTERIM ALLOWANCE

AGREEMENT.
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KPCo is a member of the FERC-approved AEP Interim Allowance Agreement
(IAA). In developing the TAA, the AEP System-East Zone companies worked in
close cooperation with the AEP Regional Coordinating Committee, a committee
consisting of representatives and/or staff from each of the seven state regulatory
commissions (including Kentucky) that oversee the utility operations of the AEP
System-East Zone companies. The AEP System-East Zone is designed, built and
operated as one electric system. As a member of the IAA, KPCo shares in the costs
and benefits associated with SO, emission allowances for the AEP System-East
Zone.

The IAA was filed with the FERC in September 1994. The IAA provides for and
governs the terms of five basic types of SO, allowance transactions among the AEP
companies: (1) an annual reallocation of allowances initially allocated by the U.S.
Environmental Protection Agency (EPA) to Ohio Power’s Gavin Plant; (2) transfers
of allowances associated with primary and economy energy transactions among the
members; (3) a monthly cash settlement for allowances consumed in connection
with power sales to foreign (i.e., non-affiliated) companies; (4) transfers of
allowances for current period compliance; and (5) transfers of allowances for future
period compliance. Following approval by FERC, Modification No. 1 to the JAA
made the following changes to the agreement effective September 1996: (1) each
member was required to own its MLR share of the AEP System-East Zone
allowance bank at the end of each year; (2) each member was required to pay for
and receive its MLR share of any allowances purchased from third parties,

including any allowances purchased at EPA auctions held pursuant to Section 416
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of the 1990 Clean Air Act Amendments, 42 U.S.C. §76510; (3) each member was
required to contribute its MLR share of allowances toward any sale to third parties
and would receive its MLR share of the proceeds from any such sales; (4) each
member shared in the net proceeds and costs, and accrued carrying charges, on such
proceeds and costs associated with allowance transactions with non-affiliates which
occurred prior to the effective date of Modification No. 1; and (5) each member
retained the proceeds associated with the sale of its withheld allowances at EPA

auctions.

V. PROPOSED INCREASE IN ANNUAL REVENUES

PLEASE DESCRIBE THE DEVELOPMENT OF THE REVENUE
REQUIREMENT BEING PROPOSED BY THE COMPANY.

The Company is proposing an annual revenue requirement of $645,423,318. This
represents an increase of $123,626,013 over the Test Year ended September 30,
2009 adjusted revenues of $521,797,305, or an increase of approximately 24.25%.
The development of these amounts is shown on Schedule 1 of Section V of the
Company’s filing. Schedule 2 is a summary supported by various other schedules
and workpapers. As shown on Schedule 2, Kentucky Power’s adjusted September
30, 2009 Capitalization of $994,690,811 was multiplied by the recommended
overall rate of return of 8.67% to determine the Required Net Electric Operating
Income of $86,239,693. The Company’s test year adjusted Net Electric Operating
Income of $11,204,057 was then subtracted from the Required Net Electric
Operating Income to determine the required increase of $75,035,636 to the

Company’s test year Net Electric Operating Income. This amount was multiplied
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by the Gross Revenue Conversion Factor (GRCF) of 1.6476 to determine the
proposed annual increase to retail revenues of $123,626,013.

WHY IS THE GRCF USED IN DETERMINING THE REQUIRED
REVENUE INCREASE?

The Required Net Electric Operating Income is an amount which is net of
uncollectible accounts, the Kentucky Public Service Commission assessment fee,
and State and Federal income taxes. To calculate the required annual revenue
requirement, the Net Electric Operating Income must be grossed up to account for
the effects of uncollectible accounts, Kentucky Public Service Commission
assessment fee, State and Federal income taxes.

HOW WAS THE GRCF OF 1.6476 DETERMINED?

The same methodology was used in this case in calculating the GRCF of 1.6476 as
was utilized in the Company’s prior cases with one exception. The West Virginia
state income taxes that KPCo is obligated to pay were incorporated into the GRCF
in this case (See Section V, Workpaper S-2, page 2 of 3).

PLEASE EXPLAIN WHY KPCo IS OBLIGATED TO PAY WEST
VIRGINIA STATE INCOME TAX.

KPCo employees who work out of the Williamson, West Virginia Service Building
provide electric service to the KPCo retail customers located in the South
Williamson, Kentucky service area. The presence of these workers in West Virginia
creates a taxable presence with the state, thereby obligating KPCo to pay West

Virginia state income tax on its West Virginia apportioned taxable income.
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WHY DO KPCo EMPLOYEES WORK OUT OF THE WILLIAMSON,
WEST VIRGINIA SERVICE BUILDING RATHER THAN WORKING OUT
OF ONE OF KPCo’s SERVICE BUILDINGS LOCATED IN KENTUCKY?
The Williamson, West Virginia Service Building is less than one mile from South
Williamson, Kentucky. The closest KPCo service building is located in Pikeville,
Kentucky, which is over 20 miles from South Williamson. Assigning KPCo
employees to the Williamson, West Virginia Service Building reduces travel time to
the different job sites in the South Williamson, Kentucky area. That, in tum,
enables the Company to serve the customers more efficiently and promptly, thereby
improving productivity and service levels.

HAS THE COMPANY REFLECTED THE ANNUAL EFFECT OF THE
SECTION 199 DEDUCTION UNDER THE INTERNAL REVENUE CODE
IN THE CALCULATION OF THE FEDERAL INCOME TAX
OBLIGATION?

No. The Company did not reflect a Section 199 deduction in the calculation of the
State and Federal income tax liability because KPCo did not have any taxable
income in 2008. Therefore the Company was not eligible to take advantage of the
Section 199 deduction. This approach is consistent with the positions of both the
Federal Energy Regulatory Commission’s June 2, 2005 guidance letter and the
Financial Accounting Standards Board (FASB) Staff Position No. FAS 109-1 titled
Application of FASB Statement No. 109, Accounting for Income Taxes, which was

issued on December 21, 2004,
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WHEN DID KPCo LAST CLAIM A SECTION 199 DEDUCTION IN
CALCULATING ITS FEDERAL TAX LIABILITY?
KPCo last claimed a Section 199 deduction on its 2006 federal tax return.
DOES KPCo EXPECT TO CLAIM A SECTION 199 DEDUCTION ON ITS
2009 OR ITS 2010 TAX RETURN?
No for both years. KPCo is not expected to have positive qualified manufacturing
income in 2009 or 2010; the result being that KPCo will not receive a Section 199
deduction in either year
SINCE THERE IS NO SECTION 199 DEDUCTION REFLECTED IN THE
BASE RATE CALCULATIONS, WOULD THERE BE ANY REQUIRED
CHANGES TO THE ENVIRONMENTAL SURCHARGE MONTHLY
CALCULATIONS?
Yes. The monthly Environmental Surcharge calculations should be changed to
eliminate the effect of the Section 199 deduction from the Gross Revenue
Conversion Factor calculation because KPCo is not eligible to take advantage of the
Section 199 deduction provision of the Internal Tax Code.
WHAT WILL BE THE EFFECT ON THE ENVIRONMENTAL
SURCHARGE MONTHLY CALCULATIONS?
The effect on the Envirommental Surcharge monthly calculations would be to
exclude the Section 199 Deductions from the GRCF calculations and it would
synchronize the GRCF used in the Environmental Surcharge calculations with the

GRCEF used for rate making purposes.
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EXPLAIN HOW THE WEIGHTED AVERAGE COST OF CAPITAL OF
8.67% WAS CALCULATED.

Please refer to Section V, Workpaper S-2, page 1 of 3. The Company started with
the Reapportioned Kentucky Jurisdiction capital as calculated on Section V,
Schedule 3 Column 11 for each category of capital. The Company then divided the
dollar amount of each category of capital by the Company’s total dollar amount of
capital to calculate the percentage of the Company’s total capital each category
constitutes. This result is shown in Column 4.

WHAT RATES WERE USED IN CALCULATING THE COMPANY’S
WEIGHTED COST OF CAPITAL?

The cost of long term debt used in the calculation was the Company’s actual cost
experienced during the test period. The cost of the short term debt used in the
calculation was the Company’s actual short term interest expense for the twelve
months ended September 30, 2009 divided by the actual average borrowings
outstanding during the same time period (See Section V, Workpaper S-3, pages 1
and 2 of 3). The cost of accounts receivable financing used in the calculation was
calculated by using a 13 month average cost experienced by the Company during
the test year. The cost of common equity used in the calculation is the same amount
recommended by Witness Avera.

WHAT WERE THE FINAL STEPS IN CALCULATING THE COMPANY’S
WEIGHTED COST OF CAPITAL?

The percentage of each category of capital represented by the Company’s total

capital (Column 4) was multiplied by the “Annual Cost Percentage Rate” (Column
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5) for each category of capital to arrive at each category’s weighted cost of capital.
The weighted average cost of capital for each category was added to arrive at the
Company’s total weighted average cost of capital of 8.67%.

PLEASE BRIEFLY DESCRIBE THE OTHER SCHEDULES INCLUDED IN
SECTION V.

Section V consists of 19 schedules and supporting workpapers.

Schedule 1 summarizes the components of Net Electric Operating Income for
the twelve months ended September 30, 2009, as adjusted, under present rates
(Column 3); and the effects of the proposed rate increase on those components
(Column 4). Also shown are the components of Net Electric Operating Income
after giving effect to the proposed rate increase (Column 5). Finally, the total
amount of rate base and capitalization is also shown as well as the calculated
overall rates of return.

Schedule 2 calculates the change in revenue requirement required to support a
weighted average return of 8.67% on a capitalization of $994,690,811.

Schedule 3 starts with the Company’s per book capital balances and adjusts
the per book balances to reflect five different adjustments. The net effect of these
five adjustments is to decrease the per book capitalization by $24,378,612 (Section
V, Schedule 3, Columns 9 - 3). These adjustments will be discussed in greater detail
later in my testimony.

Schedule 4 shows the total jurisdictional base case summary (Column 3)
brought forward from Schedule 5, Column 6; the effects of the rate case

adjustments on the various base case components (Column 4); and the jurisdictional
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Net Electric Operating Income and rate base summaries as adjusted (Column 3).
Details of each rate case adjustment are shown on Section V Workpaper S-4, Pages
1 - 46. The details of the allocations for these adjustments are also shown on the
workpapers.

Schedule 5 shows Total Company per books Operating Revenues, Operating
Expense, Net Electric Operating Income, and Rate Base (Column 3). The effects of
base case eliminations/adjustments are shown in Column 4. Column 5 is the sum of
Columns 3 and 4; and Column 6 is the Kentucky jurisdictional amounts for the
components of Net Electric Operating Income and Total Rate Base. All amounts
are referenced to the supporting schedules in Section V.

The remaining schedules of Section V contain either allocations of rate base
and/or expenses to the retail jurisdiction, using the methods indicated, or important
preliminary determinations needed in the allocation process. The titles of each of
these schedules are shown in Volume 1 Table of Contents of the Company’s filing.

VI. COST ALLOCATION TO THE KENTUCKY RETAIL CUSTOMERS

Q: WHY IS A JURISDICTIONAL COST OF SERVICE NECESSARY?

A:

The per book amounts, the modifications, and the adjustments thereto pertain to
electric utility operations of the Company for service supplied to all customers, both
wholesale and retail. KPCo’s retail revenue is approximately 99% of its total
revenue; and its wholesale revenue, which includes sales to the cities of Olive Hill
and Vanceburg, is approximately 1% of its total revenue. It is, therefore, necessary
to segregate costs related only to Kentucky jurisdictional retail service. The results

of the allocations are then used to determine the jurisdictional cost of service.
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ARE YOU RESPONSIBLE FOR THE KENTUCKY JURISDICTIONAL
METHODOLOGY USED IN THE PREPARATION OF THIS CASE?

Yes. The allocation methodology and the allocation factors used to calculate
Kentucky retail jurisdictional amounts were developed by me or under my direction
and are shown on the various schedules in the Company’s filing. The methodology
used in this case is the same methodology used in the Company’s last several rate
cases.

WHERE ARE THE ALLOCATION FACTORS OR ALLOCATED
AMOUNTS SHOWN ON THE SCHEDULES INCLUDED IN THE FILING?
The allocation between jurisdictional and non-jurisdictional amounts is generally
shown in the right-hand column of each appropriate schedule throughout Section V,
or on workpapers immediately following each schedule. The results of such
allocations are summarized on Schedules 1 through 5 of Section V, which have
been previously described.

WERE THE VARIOUS SCHEDULES OF THE COMPANY’S FILING
DEVELOPED IN A CERTAIN SEQUENCE?

Yes. In order to develop all the necessary allocation factors the following sequence

of development was used:

TITLE SCHEDULE
1. Energy Allocation Factors 19
2. Demand Allocation Factors 18
3. Electric Plant in Service 11

4. Accumulated Provision for Depreciation 12
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5. Net Electric Plant in Service 13
6.  FElectric Operation & Maintenance Expense 7
7. Various (No specific sequence) 6,8,9,10,14, 15,16, 17
8.  Base Case Summary 5
9.  Adjustments 4
10. Capitalization 3
11. Revenue Requirement 2
12. KY PSC Jurisdiction Summary 1

WOULD YOU PLEASE DESCRIBE THE DETERMINATION OF THE
ENERGY ALLOCATION FACTORS SHOWN ON SCHEDULE 19?

Test period sales of energy to the retail customers were determined and adjusted by
applying the appropriate transmission and distribution loss factors to obtain KWH
of test period sales of energy to retail customers adjusted to the generation level.
The result was divided by the net total Company energy requirements at the
generation level to obtain the retail energy allocation factor.

PLEASE DESCRIBE THE DETERMINATION OF THE DEMAND
ALLOCATION FACTORS SHOWN ON SCHEDULE 18.

The Company serves retail customers under the jurisdiction of the Kentucky Public
Service Commission. It also makes sales to two wholesale customers under the
FERC jurisdiction. One basis for allocating elements of cost of property between
retail and wholesale customers is the respective contribution by each of the two
classes to the Company’s peak demand. The production demand allocation factor

reflects the coincident demand of the Company’s retail customers at the time of
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Kentucky Power’s monthly peak demand; in other words, the kilowatt contribution
of those customers to the Company’s monthly peak demand. The production
demand allocation factor was calculated by dividing the average of twelve monthly
retail class coincident demands, adjusted for losses to the generation levels, by the
average of the twelve monthly total Company internal peak demands.

The transmission and sub-transmission demand allocation factors are the same as
the production demand allocation factor because there are no wholesale loads
served at the generation level, or from the bulk transmission system.

PLEASE DESCRIBE THE ASSIGNMENT AND ALLOCATION OF
ELECTRIC PLANT IN SERVICE.

The electric plant values are the functionalized values as of September 30, 2009.
These values are allocated as shown on Schedule 11.

WHAT IS MEANT BY THE FUNCTIONALIZED VALUES OF ELECTRIC
PLANT IN SERVICE AS OF SEPTEMBER 30, 2009?

The Electric Plant in Service values as of September 30, 2009 are separated into
different categories of plant by function (i.e. production plant, transmission plant,
distribution plant, general plant and intangible plant).

PLEASE DESCRIBE THE METHOD FOR ASSIGNING AND
ALLOCATING ACCUMULATED DEPRECIATION AND
AMORTIZATION.

Book amounts have been recorded by functional category. These amounts were
allocated based on their relationship to allocated Electric Plant in Service and

appear on Schedule 12.
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PLEASE DESCRIBE THE DETERMINATION OF NET ELECTRIC
PLANT.

The Net Electric Plant, shown on Schedule 13, is equal to the difference between
corresponding values of allocated Electric Plant in Service and the Accumulated
Depreciation.

HOW ARE THE COMPANY’S TOTAL OPERATION AND
MAINTENANCE (O&M) EXPENSES ADJUSTED ON SCHEDULE 7?

The revenues from system sales, which are recorded in the Sales for Resale account,
and the revenues from various transmission agreements, which are recorded in the
Other Electric Revenues account, have been restated for cost of service purposes as
a credit to production expense. In addition, non-regulatory Administrative and
General (A&G) expenses have been distributed to the other functions in proportion
to related payroll expenses.

WHAT DOES SCHEDULE 6 DEMONSTRATE?

Schedule 6 allocates the Company’s Total Electric Operating Revenues between
Kentucky jurisdiction and FERC jurisdiction based on several allocation factors.
The Production Plant revenues were allocated on the Energy Allocation Factor. The
Transmission Plant revenues were allocated on Gross Plant Transmission
Allocation Factor. The Distribution Plant revenues were allocated 100% to the
Kentucky retail customers (a Specific Allocation Factor). Also, Schedule 6
calculates the Operating Revenue - Other Allocation Factor and the Operating
Revenues Allocation Factor.

HOW WERE THE ADJUSTED O&M EXPENSE ALLOCATED?
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Schedule 5 of Section V is the base case summary. The Company starts with the
Test Year per book numbers in Column 3 and makes various adjustments (Column
4) to determine the electric utility amounts (Column 5). Then, allocation factors
referenced in Column 7 are applied to Column 5 amounts to develop the Kentucky
Public Service Commission jurisdiction amounts in Column 6.

PLEASE DESCRIBE THE ALLOCATION OF DEPRECIATION,
DEPLETION AND AMORTIZATION EXPENSE SHOWN ON SCHEDULE
8.

The depreciation expense applicable to each plant functional group is multiplied by

the allocation factor. This develops the Kentucky Public Service Commission

jurisdiction amount in Column 4.

PLEASE DESCRIBE THE ALLOCATION OF TAXES OTHER THAN
FEDERAL INCOME TAXES.

Taxes Other Than Federal Income Taxes are shown on Schedule 9. Payroll Related
Taxes, except West Virginia Unemployment Insurance, are allocated on the basis of
O&M Labor, which is shown on Schedule 7. The Federal Environmental Excise
and Kentucky Personal Property and Franchise Taxes are allocated on the basis of
Gross Plant-Total.  The Kentucky PSC Maintenance, the West Virginia
Unemployment Insurance tax, the West Virginia Franchise Fee, and the West
Virginia License tax were allocated to the Kentucky retail customers on a 100%
basis because the Company incurred these taxes due to the Kentucky employees

located in West Virginia providing service to the Kentucky retail customers.
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Q: PLEASE DESCRIBE THE COMPUTATION OF JURISDICTIONAL STATE

AND CURRENT FEDERAL INCOME TAXES.

The computation of jurisdictional Current Federal Income Tax is accomplished by
first allocating the various items used in the determination of the Company’s total
separate return federal taxable income, and applying the statutory federal income
tax rate of 35%, as shown on workpapers in Schedule 10. The computation of
jurisdictional Deferred Federal income tax is accomplished by applying the
appropriate federal income tax rate to the allocated normalized timing differences,
as shown on workpapers in Schedule 10, and by amortizing the allocated balances
of the embedded Deferred Federal income taxes balances over the appropriate
remaining lives. The computation of jurisdictional Deferred Investment Tax Credit
is accomplished by amortizing the allocated balances over the appropriate
remaining lives. The State income tax is calculated on the basis of operating
income before federal income taxes, as shown on Workpaper S-10, page 4.

WERE DEFERRED TAXES AND INVESTMENT TAX CREDITS
ALLOCATED?

Yes. Each component was allocated as shown on the workpapers in Schedule 10.
PLEASE DESCRIBE THE ALLOCATION OF ELECTRIC PLANT HELD
FOR FUTURES USE AS IT APPEARS IN SECTION V, SCHEDULE 14.

The test year-end value of items recorded in the account was allocated using
appropriate allocation factors as indicated in Column 6. For example, the
Production Plant category was allocated on the Production Demand Allocation

Factor, the Transmission Plant category was allocated on the Gross Plant
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Transmission Allocation Factor and the General Plant category was allocated on
Gross Plant Production, Transmission and Distribution Allocation Factor.

PLEASE DESCRIBE THE DETERMINATION AND ALLOCATION OF
THE WORKING CAPITAL REQUIREMENT SHOWN ON SCHEDULE 15.
The first item, Materials and Supplies, is the test year-end value as assigned by
functional category and then allocated as shown in Column 6. Prepayments were
allocated on the basis of Gross Plant-Total.

The cash working capital component is calculated by using the standard formula of
one-eighth of Total Company O&M expenses. This equals one and one half months
of the Company’s O&M expenses. The allocation basis for the cash working capital
component appears in Column 6.

PLEASE DESCRIBE THE ALLOCATION OF CONSTRUCTION WORK IN
PROGRESS (CWIP) AND ALLOWANCE FOR FUNDS USED DURING
CONSTRUCTION (AFUDQ).

Each functional component was allocated as shown on Schedule 16. The total
utility amount was multiplied by the appropriate allocation factor. The results were
used to calculate the Kentucky Public Service Commission jurisdictional amounts.
PLEASE DESCRIBE THE ALLOCATION OF CUSTOMER ADVANCES
FOR CONSTRUCTION, CUSTOMER DEPOSIT AND ACCUMULATED
DEFERRED INCOME TAXES AS SHOWN ON SCHEDULE 17.

The amounts in the Total Electric Utility column for Customer Advances and
Customer Deposits are a result of the Kentucky jurisdiction operations. Therefore,

100% of these amounts are allocated to the Kentucky Public Service Commission
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jurisdiction column. The Accumulated Deferred Federal Income Taxes were
allocated on a Gross Plant -~ Total allocation factor.

VII. CAPITALIZATION ADUSTMENTS

WOULD YOU PLEASE DESCRIBE EACH OF THE CAPITALIZATION
ADJUSTMENTS THAT YOU ARE SPONSORING?
Yes. The details of the Capitalization adjustments are set forth on Section V,

Schedule 3, as follows:

Adjustment Schedule 3
1. Big Sandy Coal Stock Adjustment Column 4
2. Reliability Capital Adjustment Column 5
3. FRECO A/C 124 Adjustment Column 6
4. Carrs Site Adjustment Column 7
5. Non-Utility Property Adjustment Column 8

Big Sandy Coal Stock Adjustment
{Schedule 3, Column 4)

KPCo’s coal inventory target of days supply to have on hand is 30 days at an
average burn rate of 10,300 tons per day. At September 30, 2009 the Company had
62 days of coal inventory on hand (641,744 tons / 10,300). Therefore, the Company
needs to adjust the coal inventory to 30 days or 309,000 tons (10,300 x 30). The
average cost of coal in inventory at September 30, 2009 was $64.71 per ton. The
adjusted coal inventory to reflect the Company’s 30 day target is $19,995,390 ((30
x 10,300) x $64.71). Since the coal inventory is usually financed with short term
debt, the Company decreased its September 30, 2009 short term debt by

$21,531,864 ((641,744 x $64.71) - $19,995,390).
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Reliability Capital Adjustment
(Schedule 3, Column 5)

As discussed later in my testimony and in Witness Phillips testimony, the Company
is proposing to increase the test year’s level of O&M expense associated with
reliability expenditures by $16,373,854. In addition, there will also be capital
spending associated with the increased level of O&M expense proposed by the
Company. On average over a three year period, the Company’s capital will be
increased by $9,422,784. This amount was spread ratably among the long term
debt, short term debt and common equity. Since the Company did not have any
short term debt at September 30, 2009, the Company used the accounts receivable
financing balance at September 30, 2009 and divided it by the total capitalization at
September 30, 2009. That result, approximately 4.5%, was spread to short term
debt.

Franklin Realty Company Account No. 124 Property
(Schedule 3, Column 6)

The Franklin Realty Company (FRECO) investment, recorded in Account No. 124,
was removed ratably from the Company’s long term debt, short term debt and
common equity capitalization. Since the Company did not have any short term debt
at September 30, 2009, the Company used the accounts receivable financing
balance at September 30, 2009 and divided it by the total capitalization at
September 30, 2009 and that result, approximately 4.5%, was spread to short term
debt.

Carrs Site Adjustment
(Schedule 3, Column 7)
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The Carrs Site investment was removed from the Company’s capitalization ratably
among the long term debt, short term debt and common equity. Since the Company
did not have any short term debt at September 30, 2009, the Company used the
accounts receivable financing balance at June 30, 2005 and divided it by the total
capitalization at September 30, 2009 and that result, approximately 4.5%, was
spread to short term debt.

Non-Utility Property
(Schedule 3, Column 8)

The Non-Utility investment was removed from the Company’s capitalization
ratably among the long term debt, short term debt and common equity. Since the
Company did not have any short term debt at September 30, 2009, the Company
used the accounts receivable financing balance at September 30, 2009 and divided it
by the total capitalization at September 30, 2009 and that result, approximately
4.5%, was spread to short term debt.

VIII. REVENUE AND OPERATING EXPENSE ADJUSTMENTS

WOULD YOU PLEASE IDENTIFY AND DISCUSS EACH OF THE
REVENUE AND OPERATING EXPENSE ADJUSTMENTS THAT YOU
ARE SPONSORING?

Yes. The details of the revenue and operating expense adjustments set forth on
various pages of Section V, Workpaper S-4. Specifically, I am sponsoring the

following adjustments:

Adjustment Workpaper S-4 Page No.
1. Eliminate Uncollectible Expense Reversal 2

2. System Integration Agreement (SIA) Adjustment 3
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Capacity Charge Revenues Adjustment

Net Merger Savings Credit Adjustment

Fuel Under/(Over) Fuel Revenues

FERC Transmission Agreement Investment Adjustment
Net Temporary Investment Income and/or Expense
AEP Pool Capacity Payments

Miscellaneous Service Charges

Payment to Carbon Management Research Group
Annualization of PSC Maintenance Assessment
Big Sandy Plant Maintenance Normalization
Adjustment/Annualization Depreciation Expense
Amortization of Rate Case Expense

Deferred Investment Tax Credit Adjustment
System Sales Margin Adjustment

Annualization of Intangible Expense

Asset Retirement Obligation (ARO) and Accretion
(Interest) Expense

Adjustment to Remove the Revenues Associated
with the System Sales Tracker

Reliability Adjustment
Correct an Intercompany Billing Error
Eliminate Green Pricing Option Rider Revenues

Eliminate Uncollectible Expense Reversal
(Section V, Workpaper S-4, Page 2)
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EXPLAIN THE ADJUSTMENT TO ELIMINATE UNCOLLECTABLE
EXPENSE REVERSAL.

During the first half of calendar year 2008 the Company performed an audit of the
pole attachments in accordance with the joint use agreements (an agreement
between KPCo and several communication companies). The Company found
several unauthorized attachments. Subsequently, in August 2008, the Company

issued bills to those companies. These bills were also issued in accordance with the

joint use agreement. When the bills were issued the revenue was recorded on the

Company’s books. Due to the fact that some of these revenues were for prior
periods of 180 days or greater, a provision for uncollectible accounts was recorded.
The Company maintains its financial records in compliance with the accounting
profession’s Generally Accepted Accounting Principles (GAAP) for accrual based
accounting records. The failure to follow this process under GAAP may result in:
(i) A potential overstatement of the Company’s assets due to failure to record a
provision for an uncollectible item and/or (ii) a potential misstatement of the
Company’s earnings due to missing a write-off of an uncollectible item. The
provision for uncollectible accounts was reversed off in October 2008 business
when the outstanding amounts were paid. Due to the fact the Company’s test year
(October 1, 2008 through September 30, 2009) includes only the reversal of the
provision for uncollectible accounts associated with this transaction, the result is an
understatement in Account No. 9030007 for the twelve month test year. Therefore,
an eliminating adjustment in the amount of $4,276,030 is required to adjust

Account 9030007 to a test year normal level.
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System Intesration Agreement (SIA) Adjustment
FERC Docket No. EL08-80-000
(Section V, Workpaper S-4, Page 3)

PLEASE EXPLAIN THE BASIS FOR THE SYSTEM INTEGRATION
AGREEMENT ADJUSTMENT.

On November 26, 2008 the FERC Ordered AEP to recalculate and reallocate the
trading margins from off system sales from June 15, 2000 through March 31, 2006.
As a result, in December 2008, KPCo reduced its trading margins in the amount of
$12,698,792. Due to the fact that this revenue reduction is a one time nonrecurring
event, an adjustment adding back the $12,698,792 was made to normalize the test
year revenues.

Capacity Charge Revenues Adjustiment

(Rockport Unit Power Agreement)
(Section V, Workpaper S-4, Page 4)

WHAT IS THE CAPACITY CHARGE REVENUES ADJUSTMENT?

In accordance with the Stipulation and Settlement Agreement dated October 20,
2004, in Case No. 2004-00420, page 5, Section III (1)(d)(i) the additional revenues
collected by Kentucky Power from the retail rate adjustment set forth in Section IIT
(1)(a) and Section III (1)(b) of the Stipulation and Settlement Agreement are not to
be considered in establishing Kentucky Power’s future retail base rates. These
additional revenues include a supplemental payment tied to the settlement of state
issues and the extension of the Rockport Unit Power Agreement. Specifically, the
Stipulation and Settlement Agreement provides that in any such retail case
Kentucky Power may exclude from the test year period the revenues collected

pursuant to Section III (1)(a) and Section III (1)(b). Further, Section IIT (1)(d)(ii)
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states that Kentucky Power shall collect the additional revenues as set forth Section
111 (1)(a) and (1) (b) in addition to such base retail rates established by the Kentucky
PSC. The costs associated with the underlying Rockport Units 1 and 2 UPSA are to
be included in base rates.

Finally, Section (1)(d)(iii) of the Stipulation and Settlement Agreement provides
that Kentucky Power will develop, and the other Parties will not oppose, a new
tariff that provides for the receipt by Kentucky Power of the additional revenues as
described in Section III (1)(a) and Section IIT (1) (b) that will allow the Company to
receive the additional revenue amount in addition to its base rates and other
charges. Please see Exhibit EKW-3 for the calculation of the revenue adjustment
and Exhibit EKW-11 for the calculations of the new Capacity Charge rates.

Net Merger Savings Credit Adjustment
(Section V., Workpaper S-4, Page 5)

WHAT IS THE NET MERGER SAVINGS CREDIT ADJUSTMENT?

In accordance with the Stipulation and Settlement Agreement dated May 24, 1999
in Case No. 99-149, page 5, and in accordance with Attachment A of the
Commission’s Order dated June 14, 1999 in that case, the Net Merger Savings
Credit Tariff began with the first full billing month following thirty days from the
consummation of the merger and is to continue until the effective date of the
Commission’s order changing the Company’s base rates after year 8 of this tariff.
Year 8 ended in August 2008. The Commission’s Order in this proceeding will be
the first change in the Company’s base rates following year 8 of the Net Merger
Savings Credit Tariff. Additionally the Net Merger Savings Credit Tariff is to be

discontinued with the effective date of new rates in this proceeding. An adjustment
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in the amount of $5,218,547 was made to increase revenues to remove the test year
credit provided to the customers.

Fuel Under/(Over) Revenues
(Section V, Workpaper S-4, Page 6)

PLEASE EXPLAIN TO THE COMMISSION THE ADJUSTMENTS
PROPOSED IN CONNECTION WITH THE OVER/(UNDER) RECOVERY
OF FUEL COSTS.

As Exhibit EKW- 4 demonstrates, the total test year level of jurisdictional fuel costs
was $219,625,727 (Column 9). The total test year level of jurisdictional fuel
revenues were $230,614,966 (Column 16), or a difference of $10,989,239 (Column
17). In order to properly design rates so that the appropriate level of revenue is
recovered from the Kentucky customers, a negative/credit adjustment of
$10,989,239 to revenues is needed. This adjustment trues up the fuel clause
revenues with the actual fuel clause expenses. If this adjustment were not made, the
rates to be designed would assume that each year the tariffs are in effect the
Company would over-recover its fuel costs by $10,989,239. Because of the two-
month lag between when costs are incurred and when fuel costs are recovered
through the fuel adjustment clause, an adjustment of this type is appropriate,
particularly in times of rising fuel costs.

ARE THERE ANY OTHER ADJUSTMENTS RELATED TO THE OVER
OR UNDER-RECOVERY OF FUEL COSTS?

Yes. There is an associated deferred tax adjustment in the amount of ($3,846,234)
required with the fuel cost adjustment. This book revenue adjustment will not

change the Company’s taxable income and results in a Schedule M addback on the
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federal income tax return. The impact of this Schedule M results in a deferred tax
impact rather than a current tax impact. The net effect is to reduce the Company’s
net electric operating income by $7,143,005 (510,989,239 — $3,846,234). The
Company has made this adjustment in its prior rate cases and the Commission has
accepted the adjustment.

FERC Transmission Asreement Investiment Adjustment
(Section V, Workpaper S-4, Page 7)

WHAT IS THE FERC TRANSMISSION AGREEMENT ADJUSTMENT?
This adjustment annualizes the September 30, 2009 levels of transmission revenues
associated with the September 30, 2009 level of transmission investment, as well as
the change in the September 30, 2009 MLR. This adjustment adjusts the
transmission revenues as if these events were in effect for the entire test year. This
annualization results in a $1,170,221 reduction in the test year level of transmission
expense.

Net Temporary Investment Income and/or Expense
(Section V, Workpaper S-4, Page 8)

PLEASE EXPLAIN THE NET CASH EXPENSE ADJUSTMENT.

The net temporary cash expense adjustment reflects the net position between
Account No. 4190005 Interest Income and Account No. 43000003 Interest Expense
actual amount for the twelve months ending September 30, 2009. The net amount
for the twelve months ending September 30, 2009 was an expense of $1,875,974.
Because this expense is recorded below the line for accounting purposes, an
adjustment in a like amount is required to reflect this cost in the Company’s test

year cost of service.
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AEP Pool Capacity Payments
(Section V, Workpaper S-4, Page 9)

WHAT IS THE AEP POOL CAPACITY CHARGE ADJUSTMENT?

A. As mentioned previously, KPCo is a deficit member of the FERC-approved
Interconnection Agreement and KPCo is required to pay a capacity charge to the
surplus members every month.

HOW IS THE DEFICIT CALCULATED?

KPCo’s full requirement customers placed a peak demand of 1,674 MW (January
16, 2009) on its electrical system, which resulted in KPCo constituting 7.069%' of
the AEP System-East Zone’s total peak demand of 23,680 MW at September 30,
2009. The AEP System-East Zone currently has 26,220 MW of total generating
capacity. Under the AEP Interconnection Agreement, KPCo is responsible for
1,853.5 MW (26,220 MW x .07069) of the generating capacity. Because KPCo has
only 1,453 MW of generating capacity, KPCo is a deficit member in the AEP Pool
by 400.5 MW.

Q. WHAT ADJUSTMENTS IS THE COMPANY PROPOSING WITH
RESPECT TO THE AEP POOL CAPACITY CHARGE ADJUSTMENTS?

A. KPCo is proposing three different adjustments to the test year level of AEP Pool
Capacity payments.

o The first adjustment is a result of a change in KPCo’s September 30, 2009
MLR which I will discuss later in my testimony. (Exhibit EKW-13)
o The second adjustment is the result of the expiration of the current contract

between Carolina Power & Light (CP&L) and AEP Indiana Michigan Power

' KPCo’s MLR percent changed as of September 2009 from 7.069% to 7.084% as discussed later in my
testimony.
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Company (I&M). Beginning January 1, 2010, 250 MW currently under
confract with CP&L will come back to I&M. This action will affect the
following items in the AEP Pool calculations: (1) both the AEP System’s
total Member Primary Capacity as well as 1&M’s total Member Primary
Capacity will increase by 250 MW, (2) KPCo’s obligation will increase by
approximately 17.7 MW (250 MW X the revised MLR 7.084%), and (3) I&M
surplus will become a larger percentage of the total AEP Pool surplus
capacity. (Exhibit EKW-14) This will increase KPCo’s deficit and
accordingly increase KPCo’s capacity charge.

o The third adjustment reflects the known and measurable changes in the
investment levels at September 30, 2009 used in the Pool Capacity Payments
calculations. Exhibit EKW-15 and 16)

The net result of the above adjustments is to increase KPCo’s annual Pool Capacity
Payments by $8,907,066 (See Section V, Workpaper S-4, Page 9).

Miscellaneous Service Charges
(Section V, Workpaper S-4, Page 10)

WHAT ARE THE  MISCELLANEOUS  SERVICE CHARGE
ADJUSTMENTS?

Kentucky Power charges its’ customers for Reconnects, Collection Trips, Bad
Checks and meter test charges. As I will discuss later, the Company is proposing to
increase the rates charged for such services. This adjustment annualizes test year
revenues based upon the proposed new rates. The impact is to increase KPCo
revenues by $781,638. (See Exhibit EKW-6)

Pavment to Carbon Management Research Group
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(Section V, Workpaper S-4, Page 11)

WHAT IS THE CARBON MANAGEMENT RESEARCH EXPENSE
ADJUSTMENT?

On October 31, 2008, the Kentucky Public Service Commission in Case No. 2008-
00308, authorized KPCo to record the annual payments to Carbon Management
Research Group (CMRG) as a regulatory asset. This partnership has a duration of
ten years with an annual payment of $200,000. There will be approximately 96
months left on this commitment when new rates in this proceeding are scheduled to
be established. Therefore, an adjustment of $249,996 (($2,000,000/96) X 12) is
required to recover the total cost of the commitment through its termination.

Annualization of PSC Maintenance Assessment
(Section V, Workpaper S-4, Page 12)

IS THE COMPANY PROPOSING AN ADJUSTMENT IN CONNECTION
WITH THE ITS KENTUCKY PSC ASSESSMENT FEE EXPENSE?

Yes. The Company received an invoice from the Commonwealth of Kentucky on
June 17, 2009 in the amount of $749,755 for the Kentucky PSC Assessment fee.
During the test year the Company recorded $690,216 in Kentucky PSC assessment
fees. The Company’s proposed adjustment is $59,544.

Big Sandy Plant Maintenance Normalization
(Section V, Workpaper S-4, Pase 14)

HOW WAS THE BIG SANDY PLANT MAINTENANCE ADJUSTMENT
CALCULATED?
Because KPCo has one generating plant, and because plant maintenance is

performed on a cyclical basis, an adjustment to the test year plant maintenance
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expense is required to reflect an annualized level of plant maintenance in the
Company’s test year cost of service. The Company took the level of steam plant
maintenance expense for the twelve months ended June 30, 2007, 2008 and 2009
and adjusted those levels of plant maintenance expense to a constant dollar amount
using the Handy-Whittman total steam production plant index. Once the annual
constant dollar amounts were calculated, the three year total was divided by three to
arrive at an annual normal level of steam plant maintenance expense. That result
was compared to the test year level amount. The difference of $3,243,445 is an
increase proposed by the Company to the test year cost of service.

Adjustment/Annualization Depreciation Expense
(Section V, Workpaper S-4, Page 16)

PLEASE EXPLAIN THE DEPRECATION ANNUALIZATION
ADJUSTMENT.

The annual depreciation expense is calculated by multiplying the new depreciation
rates supported by Witness Henderson in the depreciation study, by the respective
functional classes of depreciable property investment balances. Comparing the
annual depreciation expense that was calculated using the new depreciation rates
versus the annual depreciation expense recorded in the test year, the difference is a
required increase adjustment in the amount of $11,934,322.

ARE THERE ANY OTHER ADJUSTMENTS RELATED TO THE
ANNUALIZATION OF THE COMPANY’S DEPRECIATION EXPENSE?
Yes. There is an associated deferred tax adjustment in the amount of $ 2,629,012
($11,934,322 X .35 X .6294). This book depreciation adjustment will not change

the Company’s taxable income and results in a Schedule M addback on the federal
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income tax return. The impact of this Schedule M results in a deferred tax impact
rather than a cwrent tax impact. Only 62.94% of this Schedule M relates to
normalized book versus tax depreciation. The remainder relates to the reversal of
prior flow-thru book / tax basis differences such as AOFUDC.

Amortization of Rate Case Expense
(Section V, Workpaper S-4, Page 17)

HOW WAS THE RATE CASE EXPENSE DEDUCTION CALCULATED?
The Company’s estimated cost for this rate proceeding is $561,000. Consistent
with the Commission’s past treatiment of such expenses, the Company is proposing
to recover this cost over a three-year period. Since there was no rate case costs
recorded in the test year, an adjustment of $187,000 ($561,000/3) to the Company’s
test year expenses is needed. Expenses included in this amount are costs that would
not have been incurred except for the filing of this rate case, such as Outside Legal,
Cost of Equity Witness, Demolition Study, Legal Publication Notice and any
Employee Out-of-pocket Expenses and Contract Labor Costs incurred exclusively
associated with this rate case filing.

Deferred Investment Tax Credit Adjustment
(Session V, Workpaper S-4, Page 22)

WHY IS KENTUCKY POWER PROPOSING A DEFERRED INVESTMENT
TAX CREDIT (DITC) ADJUSTMENT?

Investment Tax Credits were claimed for eligible property additions on the Federal
income tax returns of KPCo starting in the mid-1970°s and continuing until the
credits were no longer available. Under the tax normalization rules, these credits

were deferred and were amortized over the life of the property — generally 30 years
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— through cost of service or income tax expense under the Company’s §46(£)(2) ITC
Election. The annual DITC amortization is starting to decrease each year as the
DITC vintage deferral years become fully amortized. This is a known and
measurable event for the first year KPCo’s proposed new rates will be in effect. An
adjustment was calculated based on the 12 month period beginning after the new
rates are anticipated to go into effect (July 1, 2010). The revised annual DITC
amortization amount was based on six months of calendar year 2010 amortization
and six months of 2011 amortization. The effect of this adjustment is to decrease
KPCo’s net electric operating income by $292,039. (See Exhibit EKW-17)

System Sales Margin Adjustment
(Section V, Workpaper S-4, Page 26)

WHAT IS THE SYSTEM SALES MARGIN ADJUSTMENT?

During the test year the Company realized $15,614,155 of system sales margins.
As a result of the change in the monthly MLR (as explained later in my testimony)
from 7.069% to 7.084%, the Company’s monthly System Sales will increase
(Column 4). Also, included in the system sales margin total are $60,488 associated
with ancillary services (Column 5) and $392,189 for sales for resale associated with
the Carolina Power & Light 250 MW sale from the Rockport Plant (Column 6).
The CP&L contract expires on January 1, 2010. Upon the contract’s expiration,
these revenues will stop and therefore, they should be removed from the monthly
base.

Annualization of Intangible Expense
(Section V, Workpaper S-4, Page 27)
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PLEASE EXPLAIN THE PROPOSED ANNUALIZATION OF THE
COMPANY’S INTANGIBLE EXPENSE.

The Company annualized the September 30, 2009 monthly intangible expense and
compared the result with the level of intangible expense included in the test year.
The difference of $177,213 was reflected as an increase to the Company’s cost of
service.

ARE, THERE ANY OTHER ADJUSTMENTS RELATED TO THE
ANNUALIZATION OF THE COMPANY’S INTANGIBLE EXPENSE
ADJUSTMENT?

Yes. There is an associated deferred tax adjustment in the amount of $62,025
($177,213 X .35). This book adjustment will not change the Company’s taxable
income and results in a Schedule M addback on the federal income tax return. The
impact of this Schedule M results in a deferred tax impact rather than a current tax
impact.

Asset Retirement Oblication (ARQO) and Aceretion (interest) Expense
(Section V, Workpaper S-4, Page 29)

WHAT IS THE ASSET RETIREMENT OBLIGATION AND ACCRETION
ADJUSTMENT?

As I will discuss later in my testimony, the Company is proposing two adjustments
whereby the cost of Company’s asset retirement obligation (ARO) associated with
the removal of asbestos at the Big Sandy Plant, and the associated accretion
(interest) cost pursuant to Statement of Financial Accounting Standards (SFAS)

143, are included in the cost of service.
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ARFE THERE ANY OTHER ADJUSTMENTS RELATED TO THE ASSET
RETIREMENT OBLIGATION AND ACCRETION ADJUSTMENT?

Yes. There is an associated deferred tax adjustment in the amount of $165,437
($472,677 X .35). This book adjustment will not change the Company’s taxable
income and results in a Schedule M addback on the federal income tax return. The
impact of this Schedule M results in a deferred tax impact rather than a current tax
impact.

Adjustment to Remove the Revenues Associated with the System Sales Tracker
(Section V, Workpaper S-4, Page 31)

PLEASE EXPLAIN THE REVENUE ADJUSTMENT ASSOCIATED WITH
SYSTEM SALES.

The System Sales Tracker in effect during the test year worked off of a total annual
base of $24,855,326. The twelve monthly amounts that totaled the $24,855,326
base were the actual level of monthly system sales margins realized by KPCo
during the Company’s last test year ending June 30, 2005. Then in any month in
which the actual system sales margin was above or below the monthly base amount,
the difference was shared between the Customer and the Company on a 70/30% up
to $30,000,000 in total system sales margins and a 60/40% basis, if greater than the
$30,000,000 level during the twelve expense months of February through January.
During the twelve revenue months ending September 30, 2009, there were nine
months in which the monthly system sales margin fell below the monthly base, and
three months in which the monthly level of system sales margin was above the
monthly base. The net effect during the twelve months ending September 30, 2009

was that the customers paid an additional $1,486,754 in revenues. These are one
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time nonrecurring revenues. For ratemaking purposes, the Company has reclassified
these system sales margins as a negative expense. Once new rates are established,
and in order to properly design rates so that the appropriate level of revenues and/or
expenses are recovered from the Kentucky customers, an increase in the test year
operation and maintenance expenses of $1,486,754 is required.

Reliability Adjustment
(Section V, Workpaper S-4, Page 41)

WHAT IS THE PROPOSED DISTRIBUTION RELIABILITY
ADJUSTMENT?

As explained by Witness Phillips, the Company is proposing to increase its test year
reliability O&M expenditures by $16,373,854. There is an associated additional
capital expenditure of $21.4 Million. In addition, during each of the next three years
the Company will have on average an additional capital investment of $9.4 Million
in distribution reliability measures.

WHY IS THE COMPANY MAKING THESE JINCREASED
EXPENDITURES AND CAPITAL INVESTMENTS?

Please refer to the testimony of Witness Phillips for a detailed explanation of the
proposed increase to the Company’s test year reliability expenses and capital. In
addition, as explained by Witness Mosher, these additional revenues will allow the
Company to comply with the Commission’s November 19, 2009 Report relating to
the September 2008 Wind Storm and the January 2009 Ice Storm.

Correct an Intercompany Billing Erroyr
(Section V, Workpaper S-4, Page 43)
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PLEASE EXPLAIN THE INTERCOMPANY BILLING REVENUE
CORRECTION.

During the revenue month of September 2009 an entry reducing KPCo’s monthly
revenues was erroneously made on KPCo books and records in the amount of
$508,868. This entry was reversed in October 2009. An adjustment adding back
$508,868 of revenues is required to adjust the test year revenues to a normal level.

Eliminate Green Pricing Option Rider Revenues
(Section V, Workpaper S-4, Page 44)

WHAT IS THE GREEN PRICING OPTION RIDER REVENUE
ADJUSTMENT?

During the test year, KPCo realized $434 of Green Pricing Option Rider. Because
these revenues are collected from the customers at their election above the base

level of revenues, they should be removed from the test year revenues.

IX. FURTHER EXPLANATION OF CERTAIN ADJUSTMENTS

Asset Retirement Oblisation and Accretion Adjustment

WOULD YOU PLEASE EXPAND ON YOUR ARO DEPRECIATION AND
ACCRETION ADJUSTMENTS?

Yes. Currently KPCo is recovering the projected cost of future removal of the
asbestos at the Big Sandy Plant in its depreciation rates established by the
Commission’s Order dated October 28, 1991 in Case No. 91-066. The Statement of
Financial Accounting Standards (SFAS) 143, effective January 1, 2003, requires the
recording at fair value of a liability for any legal obligations for asset retirements in
the period incurred, and the establishment of a corresponding asset that will be

depreciated over the useful life of the asset. SFAS 143 also requires that the
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cumulative effect of the change in accounting principal be recognized for the
cumulative accretion and accumulated depreciation which would have been
recognized had SFAS 143 been historically applied. In the fourth quarter of 2005,
KPCo implemented the Financial Accounting Standards Board (FASB)
Interpretation 47 (FIN 47) which interpreted the application of SFAS 143 to clarify
the term conditional asset retirement obligation. It also clarified when an entity is
deemed to have sufficient information to reasonably estimate the fair value of an
ARO.

HOW DID FIN 47 AFFECT KPCO?

The implementation of FIN 47 resulted in KPCo recording an ARO for asbestos-
related removal costs with a charge to FERC Account 108, Accumulated provision
for depreciation of electric utility plant. Monthly thereafter, KPCo charged
Account 108 instead of recording monthly ARO depreciation and accretion
expense.

DOES WITNESS HENDERSON’S DEPRECIATION STUDY FILED IN
THIS PROCEEDING INCLUDE ANY COSTS ASSOCIATED WITH THE
REMOVAL OF ASBESTOS AT THE BIG SANDY PLANT?

No. Because asbestos removal costs are required to be accounted for as AROs in
accordance with FIN 47, the Company did not include the estimated cost of
asbestos removal in the depreciation study.

WHAT IS THE RATEMAKING RESULT OF THE ACCOUNTING FOR

THE AROS THAT YOU DESCRIBED ABOVE?
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The ratemaking result is that the costs of the AROs which were a part of the cost of
removal in the Company’s previous depreciation rates are now included in the ARO
depreciation and accretion adjustments. These adjustments allow for the Company
to comply with both the SFAS 143 and FASB’s Interpretation 47.

HOW WERE THE ARO DEPRECIATION EXPENSE AND THE ARO
ACCRETION EXPENSE ADJUSTMENTS CALCULATED?

The monthly ARO depreciation expense of $14,959 times 12 results in an annual
ARO depreciation expense of $179,508. The monthly ARO accretion expense of
$24,990 times 12 resulted in an annual ARO accretion expense of $299,880, for a
total adjustment of $479,388.

Change in KPCo’s September 30, 2009 MLR

WOULD YOU PLEASE EXPLAIN THE CHANGE IN KPCo’s SEPTEMBER
30, 2009 MLR?

Discovery of metering equipment discrepancies between Buckeye Power, Inc. (a
non-affiliated company) and Ohio Power Company (OPCo) resulted in overstating
OPCo’s load. The AEP System’s total load has to equal. If OPCo’s load was
overstated the other operating companies’ September 2009 load was understated.
Exhibits EKW-12 demonstrates the changes in the MLR for each operating
company.

WHAT COMPANY ADJUSTMENTS ARE AFFECTED BY THE CHANGE
IN THE SEPTEMBER 2009 MLR?

The change in the September 2009 MLR affects the FERC Transmission

Agreement Revenues Adjustment (Section V, Workpaper S-4, page 7), the AEP
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Pool Capacity Payment Adjustment (Section V, Workpaper S-4, page 9), and the
System Sales Margin Adjustment (Section V, Workpaper S-4, page 26). The
change in the MLR will also affect the base environmental costs established for the
Environmental Surcharge Tariff (Exhibit EKW-10).

WHAT EFFECT DOES THE COMPANY’S PROPOSED TRANSMISSION
ADJUSTMENT TARIFF HAVE ON THE COMPANY’S TEST YEAR
REVENUE REQUIREMENT?

As stated in Witness Roush’s testimony the test year annual effect of the
Transmission Adjustment Tariff is to reduce the Company’s revenue requirement
by $7,038,463.

X. TARIFF ADDITIONS AND CHANGES

IS THE COMPANY PROPOSING ANY PERMANENT ADDITIONS OR
CHANGES TO THE COMPANY’S TARIFFS CURRENTLY ON FILE
WITH THE COMMISSION?

Yes. The additions/changes are indicated in the right-hand margin of each tariff
sheet attached in Section III, Exhibit EKW-5. Some of the changes are minor text
changes and are self-explanatory. [ will address the major changes in my
testimony, beginning with the new tariffs and charges being proposed, followed by
changes to the Company’s current terms and conditions and current electric rate
schedules.

New Tariffs
IS THE COMPANY PROPOSING ANY NEW TARIFFS IN THIS

PROCEEDING?
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Yes, the Company is proposing the following new tariffs: Sheet Nos. 6-8 through
6-9 Experimental Residential Service-Time-of-Day2; Sheet Nos. 7-3 through 7-4
Experimental Small General Service-Time-of-Day; Sheet Nos. 9-4 through 9-6
Large General Service-Time-of-Day; Sheet Nos. 24-1 through 24-7 Emergency
Curtailable Service-Capacity & Energy Rider; Sheet Nos. 32-1 through 32-4
Alternate Feed Service Rider; Sheet No. 33-1 Utility Gross Receipt Tax Tariff;
Sheet No. 34-1 Kentucky Sales Tax Tariff and Sheet Nos. 35-1 and 35-2
Transmission Adjustment Tariff. In addition to these new tariff sheets, the
Company is proposing new charges to Sheet No. 10-1, Quantity Power Tariff to add
minimum demand charge language and rates. Also, the Quantity Power Tariff will
offer the energy charge per KWH in two steps, the first 350 kWh per kW of
monthly on-peak billing demand, and in excess of 350 kWh per KW of monthly on-
peak billing demand. Sheet No. 14-1 Outdoor Light has been modified and the
Company is proposing to offer new outdoor lighting options.

WHAT TARIFFS WILL BE DISCUSSED IN WITNESS ROUSH’S
TESTIMONY?

Witness Roush will discuss the following proposed tariffs:

o Experimental Residential Service - Time-of-Day2 Tariff

o Experimental Small General Service — Time-of-Day Tariff

o Large General Service — Time-of-Day Tariff

o Quantity Power Tariff

o Emergency Curtailable Service-Capacity & Energy Rider Tariff

e Alternate Feed Service Tariff



o

10

11

13

14

15

16

17

18

19

20

WAGNER 49

o Transmission Adjustment Tariff
o System Sales Clause Tariff

Utility Gross Receipt Tax Tariff (School Tax) Tariff

PLEASE DESCRIBE THE UTILITY GROSS RECEIPT TAX TARIFF.

The utility gross receipts license tax for schools is assessed on gross receipts
derived from the furnishing of utility services and/or cable and direct broadcast
satellite services within a school district. The service provider collects the tax
based on the rate established by the local authority. The rate cannot exceed 3
percent. This tariff memorializes Kentucky Power’s right under KRS 160.217 to
increase its rates in an amount equal to the utility gross receipts license tax for
schools it is required to pay.

Kentucky Sales Tax Tariff

PLEASE DESCRIBE THE KENTUCKY SALES TAX TARIFF.
This tariff memorializes the Company’s right under KRS 139.210 to recover from
its applicable customers the 6% Kentucky sales tax on certain electric sales.

Changes to the Company’s Current Tariffs

PLEASE GIVE AN OVERVIEW OF THE CHANGES MADE TO THE
COMPANY’S CURRENT TARIFFS.

As stated earlier in my testimony, the additions/changes are indicated in the right-
hand margin of each tariff sheet attached in Section III, Exhibit EKW-5. Some of
the changes are minor text changes and are self-explanatory. I will discuss the
major changes below.

Terms and Conditions of Service
Bill Format
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ARE THERE ANY CHANGES TO THE COMPANY’S CURRENT BILL
FORMAT BEING PROPOSED IN THIS PROCEEDING?

Yes. There have been minor changes to Kentucky Power Company’s bill format. In
the upper left hand corner, the customer bill stub has been modified to remove the
customer’s account number and to reflect a coding reference: first space is to show
the type of bill being issued: R (Regular), D (Disconnect), O (Other, generally
shown on return check notices); the second space reflects the AEP operating
company alpha code, i.e. K (Kentucky) O (Ohio), WV (West Virginia) etc.; and the
third space shows the meter number. Effective with the Commission’s approval in
this proceeding, the final Net Merger Savings Credit Balancing Adjustment Factor
(B.A.F.) will be applied to customer billings in the second month following the
effective date of the Commission’s Order in this proceeding changing the
Company’s base rates. Once the final Net Merger Savings Credit B.A.F. has been
billed, the Net Merger Savings Credit and the Associated B.A.F. will be
discontinued.

Terms and Conditions of Service
Special or Nonrecurring Charges

WHAT ARE SPECIAL OR NONRECURRING CHARGES?

Special or Nonrecurring charges are charges to customers due to a specific request
for certain types of services for which, when the activity is completed, no additional
charges will be incurred. Such charges are intended to be limited in nature and to
recover the specific cost of the activity.

DOES THE COMPANY HAVE ANY SPECIAL CHARGES CURRENTLY

ITS TERMS AND CONDITIONS OF SERVICE?
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Yes. The Company currently has four Special Charges. They are: reconnect for
nonpayment; termination or field trip; return check charge; and meter test charge.
WHEN WERE THE CURRENT SPECIAL CHARGES ESTABLISHED?

The Company’s current Special Charges were first established in Case No. 7164
with a test year ended March 31, 1978. The existing Special Charges were modified
in Case No. 2005-00431, with a test year of June 30, 2005.

DOES THE COMPANY HAVE DIFFERENT CHARGES WITHIN THE
RECONNECT FOR NONPAYMENT CATEGORY?

Yes. The Company has four different categories of reconnect for nonpayment. The
four categories are: reconnect for nonpayment during regular hours; reconnect for
nonpayment when work continues into overtime at the end of the day and no call
out is required; reconnect for nonpayment when call out is required and an
employee must be called in to work on an overtime basis to make the reconnection;
and reconnect for nonpayment when an employee is called out on a Sunday or
Holiday when double time is required.

WHY DOES THE COMPANY HAVE FOUR DIFFERENT CATEGORIES
OF RECONNECT FOR NONPAYMENT?

The Company has four different categories of reconnect for nonpayment charges to
recognize the unique costs associated with each of the four types of reconnections.
For example, when the Company reconnects a customer after normal business
hours, an employee is called out and the Company is obligated to pay that employee
time and half for a minimum of two hours. When the Company reconnects a

customer on a Sunday or a Holiday, an employee is called out and the Company is
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obligated to pay the employee double time for a minimum of two hours. Also, the
Company incurs different costs depending upon the time of day (or night) the work
is performed. The intent of the Special Charges is to assign the cost incurred by the
Company to perform the specific activity to the customer who required the
Company to incur those costs. The customer has the ability to decide what charge
they want to incur.

HOW WERE THE AMOUNTS OF THE DIFFERENT SPECIAL CHARGES
DETERMINED?

The methodology used to determine the Special Charges is the same methodology
that was used in Case Nos. 7164 and 91-066. Using data and information supplied
by the field employees and their supervisors the average time to perform the
different activities was calculated. The Company then accumulated the total labor
costs, transportation costs, fringe benefit costs and any other associated cost
incurred to arrive at the total cost to perform each of the different activities (See
Exhibit EKW-6).

WOULD YOU PLEASE WALK US THROUGH ONE OF THE RATE
CALCULATIONS ON EXHIBIT - 6?

Yes. First, the Company used either the average time it takes to perform the
activity or, in the activities where call out is required, the amount of time the
Company is required to pay the employee to perform the activity (line ). Second,
the Company determined the average transportation time it takes to perform the
different activities (line 2). Third, the hourly labor rate for the classification of the

employees who perform the different activities (line 3) multiplied by the average
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time to perform the different activities determined the labor cost (line 6). Fourth, the
hourly transportation rate (line 7) was multiplied by the transportation hours (line 2)
to arrive at the transportation cost (line 8) to perform the different activities. Fifth,
the fringe benefit rate (line 9) was multiplied by the labor cost (line 6) to arrive at
the benefit cost (line 10) associated with the different activities. Sixth, with respect
to the bad check charge, there is an average bank fee of $3.54 that is charged to the
Company by the bank for each bad check the Company deposits. This cost is
included in the bad check charge calculations (line 11). Line 12, the total cost line,
is the accumulation of the labor cost (line 6) plus the transportation cost (line 8)
plus the benefit cost (line 10) and in the case of the bad check charge the bank fees
associated with depositing a bad check.

WHAT IS THE ADDITIONAL ANNUAL REVENUE THE COMPANY
WOULD ANTICIPATE BY INCREASING THE SPECIAL CHARGES AS
DESCRIBED ON EXHIBIT - 6, LINE 13?

If the suggested charges (line 13) were in effect for the twelve months ending
September 30, 2009, and the number of transactions for each activity remained the
same, the total increase in the Company’s Special Charges revenue would have
been $781,638 (See Exhibit EKW-6, line 17, Column 8).

DID THE COMPANY PERFORM THE ABSORPTION TEST REQUIRED
BY 807 KAR 5:011, SECTION 10 (2) FOR THESE CHARGES?

Yes. The Company calculated the after tax effect of the $781,638 in additional
revenues. The result is an increase in net income of $477,581 (See Exhibit EKW-6

line 20 Column 8). Using the September 30, 2009 thirteen-month average common
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equity of $412,359,477, the earned return on equity during the test year would have
increased by 0.12% or from 2.90% to 3.02%.

WHAT WAS THE COMPANY’S MOST RECENT CASE IN WHICH THIS
COMMISSION AUTHORIZED A RETURN ON EQUITY AND WHAT THE
AUTHORIZED RATE?

The Company’s most recent case was an Environmental Case No. 2009-00038, for
the period ending December 31, 2008. By Order dated May 14, 2009, the
authorized return on equity was 10.5%.

WHAT IS ILLUSTRATED ON EXHIBIT EKW-7?

Exhibit EKW-7 shows the total number of each of the special nonrecurring charges
per month for the different revenue classes. For example, there were 10,398
reconnect charges at the amount of $12.94 each in the residential class of customer.
WHAT IS DEMONSTRATED ON EXHIBIT EKXW-8?

Exhibit EKW-8 takes the total number of each of the special nonrecurring charges
for the twelve months ending September 30, 2009, and spreads the proposed
increased revenue among the different customer classes. For example, with respect
to the reconnect charge, not requiring any overtime, the Company is proposing a
$40.00 increase per transaction. This results in an increase of $296,848 in total
reconnect revenues. The residential customer class would see an increase of
$281,370 of the $296,848 total revenues, assuming the same number of fransactions

during the first year of the new nonrecurring charges.
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BY INCREASING THE NONRECURRING CHARGES TO THE
COMPANY’S ACTUAL COST OF EACH TRANSACTION, WHAT WILL
BE THE PERCENT OF INCREASE BY CUSTOMER CLASS?

Exhibit EKW-8 illustrates the customer class percent of change. For example,
adding the nonrecurring charges to the Company’s actual cost of each transaction
will produce a 0.3563% increase in revenue for the residential class of customers.
Again this assumes the same number of each transaction in the first year of the new
nonrecurring charges as were incurred during the twelve months ending September
30, 2009.

WHAT IS DEMONSTRATED ON EXHIBIT EKW-97

Exhibit 9 breaks down for the test year the actual nonrecurring revenues by the
different charges and by the different customer classes. For example, using the
current $12.94 reconnect charge the Company did realize a total $134,550.12 from
the residential class; $7,362.86 from the commercial class; and $38.82 from the
industrial class for a total of $141,951.80.

ARE THERE ANY OTHER CHANGES TO THE NONRECURRING
CHARGES BEING PROPOSED BY THE COMPANY?

Yes. The Company is proposing a reconnection charge for all customers where
service has been disconnected at the request of the customer and the same customer
requests that the service be reconnected within a period of twelve (12) months from
the date that the service was disconnected.

Terms and Conditions
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ARE THERE ANY OTHER PROPOSED CHANGES TO THE COMPANY’S
TERMS AND CONDITIONS OF SERVICE TARIFF THE COMPANY IS
REQUESTING?

The Company is proposing to clarify the following in the terms and conditions:

(D Sheet No. 2-3, paragraph 4 (D), Additional Deposit Requirement. The
language was modified to allow the Company the ability to impose additional
deposit requirements for non-residential customers who fail to maintain a
satisfactory payment record; it will also allow the Company to require an additional
or supplemental deposit if the customer’s credit rating falls to a C level or below, as
reported by a national credit reporting agency.

(2) Sheet No. 2-5, paragraph 7, Company’s Liability. The language
pertaining to the ownership and responsibility for the meter base, connection and
grounds and associated internal parts of meter base was modified to make clear the
Company’s current practices. No change in substance was made. In addition, a
provision was added excluding liability for damages, whether direct, incidental or
consequential, including, without limitations, loss of profits, loss revenue, or loss of
production capacity occasioned by interruptions, fluctuations or irregularity in the
supply of energy, loss or damage caused by the disconnection or reconnection of
Company facilitates, as well as for loss or damages caused by the theft or
destruction of Company facilities by a third party.

Contract Service — Interruptible Power Tariff

PLEASE DESCRIBE THE CHANGE TO THE C.S.-L.R.P. TARIFF.



10

11

12

13

14

19

20

WAGNER 57

The Company is proposing to remove the availability requirement of customer
operating at sub-transmission voltage or higher. The capacity contract requirement
is being changed from less than 5,000 kW to 1,000 kW.

Qutdoor Lishting Tariff

PLEASE DESCRIBE THE ADDITIONS TO THE OUTDOOR LIGHT
TARIFF.

In response to customer inquiries, the Company is offering a new service for a 250
Watt high pressure sodium overhead light. Under the post-top lighting service
category, the Company also is offering three service offerings of Shoebox high
pressure sodium fixtures. The Shoebox is a modern fixture with optimal
functionality and available for streets, highways, parking lots, open areas,
neighborhoods, commercial driveways and industrial sites. Finally, under the flood
lighting service, the Company is offering two metal halide Mongoose fixtures
which provide optimal lighting control in a compact design. This type of fixture is
ideal for applications where poles cannot be in the roadway “clear zone,” or if pole
setback from the roadway is greater than 12 feet. These fixtures are available for
streets, highways, parking lots, open areas, commercial driveways, and industrial
sites.

System Sales Clause Tariff

ARE YOU RESPONSIBLE FOR FILING THE MONTHLY SYSTEM SALES
CLAUSE TARIFF INFORMATION WITH THE COMMISSION?

Yes.
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WILL YOU PLEASE BRIEFLY DESCRIBE THE CURRENT SYSTEM
SALES CLAUSE TARIFE?

Yes. The System Sales Clause Tariff is a mechanism for tracking the off system
sales KPCo makes to a non-affiliated utility. Depending on the level of off
system sales margins, some, all or an amount in excess of these margins are used
to reduce the rates paid by Kentucky Power’s customers.

HOW DOES THE CURRENT SYSTEM SALES CLAUSE TARIFF
OPERATE?

Currently there are twelve monthly amounts that total $24,855,326. Depending on
the amount of a particular month’s off system sales margins, the customers either
receive a credit or a charge that is applied to their monthly bill. The amount of the
credit or charge is calculated by comparing a particular month’s off system sales
margins to the same month’s amount built into base rates. If the actual monthly
off system sales margins exceed the amount built into base rates for that same
month, a portion of the difference is credited to the customers’ bills. If the actual
monthly off system sales margins are less than the amount built into base rates for
that same month, a portion of the difference is a charge to the customers’ bills.
The percentage charged or credited to the customers is either 70% up to
$30,000,000 in total system sales margins or 60% if greater than the $30,000,000
level during the twelve expense months of February through January (the
Company bears or receives the other 30% or 40%).

WILL YOU PLEASE EXPLAIN WHAT IS MEANT BY THE TERM

“BUILT INTO BASE RATES”?
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Yes. As part of the settlement of the last rate case the parties agreed the Company
would reduce the cost of service used to design the rates customers are currently
paying by the total off system sales margins realized during the June 30, 2005 test
year or $24,855,326. That is, the Company’s base rates reflect the customers
receiving the benefit of $24,855,326 in off system sales margins.

PLEASE EXPLAIN THE TWO DIFFERENT PERCENTAGE AMOUNTS
USED IN THE CALCULATION OF THE CUSTOMERS’ SHARE.

In connection with the settlement of the Company’s last rate case, the
Commission approved the parties’ settlement agreement that a monthly amount of
off system sales margins, which varies from month-to-month, would be assumed
to have been included for purposes of the System Sales Clause Tariff. These
twelve monthly amounts are built into existing base rates and total $24,855,326.
Under the agreement, the difference between the actual level of monthly off
system sales margin and the corresponding month’s level built into base rates is
shared (or borne) on a 70 (customers)/30% (Company) up to and including
$30,000,000 in total off system sales margins within the twelve month period.
After a $30,000,000 level in off system sales margins during the twelve month
period is attained, the additional off system sales margins are split 60
(customers)/40% (Company) for the remaining months of the twelve month
period.

WILL YOU PLEASE GIVE SOME EXAMPLES OF HOW THE

CURRENT SYSTEM SALE CLAUSE TARIFF OPERATES?
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Yes. In the first example, assume the Company realizes $797,692 of off system
sales margin during the expense month of April. The base amount of off system
sales margin built into base rates for April is $2,706,860. The total level of off
system sales margin from February through April was less than $30,000,000. The
difference of $1,909,168 ($2,706,860 - $797,692) between the amount built into
rates for April and the actual level of off system sales margins was charged 70%,
or $1,336,418, to the customers through the System Sales Clause Tariff (two
months later during June). The remaining 30%, $812,058 ($2,706,860 -
$1,336,418), was borne by the Company.

The functioning of the Tariff in a month in which the off system sales margins
exceed the amounts built into base rates for a particular month can be illustrated
through a second example. Assume the Company realized $3,687,501 in off
system sales margin during the expense month of September. The base amount of
off system sales margin built into base rates for September is $1,497,772. The
total level of off system sales margin from February through September was
greater than $30,000,000. For September, then, 60% (or $1,319,837) of the
difference of $2,199,729 ($3,697,501 - $1,497,772) would be shared with the
customers by a credit on their monthly bill through the System Sales Clause Tariff
(two months later during November). The remaining 40%, or $869,892
($2,199,729 - $1,329,837), would be retained by the Company.

HOW DID THE ACTUAL MARGINS REALIZED BY KENTUCKY

POWER ON OFF SYSTEM SALES BEFORE ANY SHARING COMPARE
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TO THE BENEFITS RECEIVED BY THE CUSTOMERS UNDER THE
SYSTEM SALES CLAUSE TARIFF?

The total off system sales margins received by KPCo in the test year was
substantially less than the benefits realized by KPCo’s customers. Under the
settlement agreement, KPCo’s annual revenue requirement from base rates was
reduced to reflect the Company’s most recent rate case test year actual level of
system sales margin of $24,855,326. Thus, if KPCo actually received
$24.855,326, the customer would receive the total amount. KPCo would benefit
only when sales exceeded $24,855,326. In fact, the actual level of off system
sales margin realized during the September 30, 2009 test year was only
$15,614,155. Thus, KPCo received no net economic benefit from its system sales
activities; rather, KPCo sustained a substantial economic loss while the customers
received a significant and disproportionate amount of the benefit.

PLEASE DESCRIBE THE ECONOMIC LOSS THAT KPCo INCURRED.
KPCo received $15,614,155 in the off system sales activity along with the
$1,486,754 the customers paid through the System Sales Clause Tariff for a total
amount of $17,101,909. However, revenue requirement for the retail customers
had been reduced by $24,855,326. Therefore, KPCo sustained an economic loss
of $7,754,417.

PLEASE DESCRIBE THE BENEFIT THAT CUSTOMERS RECEIVED.
The customers received $24,855,326 through reduced base rates. That amount
was reduced by $1,486,754 customers paid through the System Sales Clause

Tariff to yield a net benefit of $23,368,572. This resulted in the customers
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realizing a benefit of $7,754,417 greater than the actual level of off system sales
realized during the test year.

DO THESE CALCULATIONS REFLECT A REASONABLE SHARING
OF THE RISKS INCURRED AND THE BENEFITS REALIZED FROM
THE OFF SYSTEM SALES TRANSACTIONS?

No. The off system sales activities produced a net loss to KPCo of $7,753,417
while at the same time the off system sales activities produced a net benefit to the
KPCo customers of $23,368,572. Thus, KPCo received no benefit from
undertaking its system sales activities while at the same time the customers
received more than 100% of the test year actual level of activity.

IS ANY OF THIS DIFFERENCE BETWEEN THE LEVEL OF OFF
SYSTEM SALES MARGIN REALIZED BY THE CUSTOMERS AND THE
COMPANY’S ACTUAL LEVEL OF OFF SYSTEM SALES MARGIN THE
RESULT OF A TIMING DIFFERENCE (THE TWO MONTH LAG
BETWEEN EXPENSE AND REVENUE MONTHS)?

Yes, to some extent. But even without the two month lag during the test year, the
customers received benefits under the System Sales Clause Tariff that exceeded
the Company’s total off system sales margins during the test year. Specifically,
the test year level of off system sales margin was $15,614,155. By comparison
the customers received $24,855,326 in system sales margins through a reduction
in base rates and paid $6,188,763 (($15,614,155 - $24,855,326) X 66.97%)

through the System Sales Clause Tariff for a net benefit of $18,666,563
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(824,855,326 - $6,188,763). This is still 120% ($18,666,563 / $15,614,155)
greater than the actual level of off system sales margin realized by the Company.
DOES THIS SUPPORT THE COMPANY’S DECISION TO PROPOSE A
CHANGE TO THE SYSTEM SALES CLAUSE TARIFF?

Yes. The Company believes that it is not fair, just or reasonable for the customers
to realize 150% or even 120% of the actual off system sales margins. Company
Witnesses Myers and Roush discuss the proposed changes to the System Sales
Clause Tariff.

Net Merger Savings Credit Tariff

IS THE COMPANY PROPOSING TO DISCONTINUE THE NET

MERGER SAVINGS CREDIT TARIFE?
Yes. As described earlier in my testimony at pages 32-33, the Company is
proposing to discontinue Sheet No. 23-1, Net Merger Savings Credit Tariff.
Additionally, the Company has removed the Net Merger Savings Credit paragraph
on the following electric tariffs: RS, RS-LM-TOD, RS-TOD, SGS, MGS, MGS-
TOD, LGS, QP, CIP-TOD, CS-IRP, MW, OL and SL. Sheet No. 23-1 will be
reserved for future use.

Environmental Surcharge Tariff

IS THE COMPANY PROPOSING TO CHANGE THE BASE AMOUNT OF
ENVIRONMENTAL COSTS REFELECTED IN THE ENVIRONMENTAL
SURCHARGE MONTHLY CALCULATIONS?

Yes. The Company is proposing to change the base level of monthly environmental

costs reflected in the Environmental Surcharge Charge Tariff to the actual monthly
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levels, adjusted due to the MLR change, during the twelve months ended September
30, 2009. The monthly adjusted amounts, which total $44,185,079, are shown on
Exhibit EKW- 10.

XI. CONCLUSION

DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY?

Yes.
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Kentucky Power Company
AEP System Pool
Capacity Equalization Settlement
September 30 2009 Actual

Calculation of Member Capacity Surplus / (Deficit) (kw)

Member Primary
Primary Member Capacity
Ln Capacity Load Reservation
No. Company (kw) Ratio (kw)
(1) (2) (3)=Total kw*(2)
1 APCo 6,321,000 35.084% 9,199,000
2 KPCo 1,453,000 7.069% 1,853,500
3 &M 5,155,000 17.927% 4,700,500
4 OPCo 8,450,000 21.326% 5,591,700
5 CSP 4,841,000 18.594% 4,875,300
6 Total 26,220,000 100.000% 26,220.000
Calculation of Member Capacity Settlement ($)
Capacity
Surplus Capacity Credit
(Deficit) Rate (Charge)
(kw) ($/kw) %
(5) (6) (7)
7 APCo (2,878,000) $11.98 ($34,480,283)
8 KPCo (400,500) $11.98 ($4,798,246)
9 1&M 454,500 $14.06 $6,390,270
10 OPCo 2,858,300 $11.65 $33,299,195
11 CsP (34,300) $11.98 ($410,936)

12 Total Q $0

Exhibit EKW-1

Capacity
Surplus
{Deficit)
(kw)
(4)=(1)-(3)
(2,878,000)
(400,500)
454,500
2,858,300

(34,300)
0
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Kentucky Power Company
AEP Pool
Capacity Rate Calculations
I & M and OPCo Surplus Members
September 30 2009 Actual

Primary Capacify Investment Rate:

Steam Production Plant as of 12/31/08 ()
Steam Capability as of 12/31/08 (kw)
(H(2) Average Cost of Investment ($/kw)
Times Carrying Charge (16.44% / 12 Months) ($/kw/Month)

(3)*(4) Primary Capacity Investment Rate
(Monthly) Fixed Operating Rate:
Steam Plant Operation Expense $)
1/2 Maintenance Expense (%)
(B)H7) Subtotal - Fixed Operating Expense (%)
Steam Capability (kw)
(8)(9) Fixed Operating Rate ($/kw)
Capacity Rate ($/kw)

Calculate AEP Pool Average Capacity Rate ($/kw)
Surplus Capagcity (
Pool's Total Surplus (
Member's Percent of Pool's Total Surplus (%)
Surplus Member's Capacity Rate (
Percentage of Surplus Member's Capacity Rate (
AEP Pool's Average Capacity Rate (

1&M

$3,927,845,864

$10,985,828
$6,975,017
$17,960,845
5,107,000
3.52

$14.0

E

454,500
3,312,800
13.72%

Exhibit EKW-2

QPCo

$5,181,754,778
8,425,000
$615.05
0.0137

$8.43

$22,153,380
$4,957,458
$27,110,838
8,425,000
3.22

11.6

2,858,300
3,312,800
86.28%
$11.65
10.05



Exhibit EKW-3
Kentucky Power Company
Capacity Charge Tariff Revenues
October 1, 2008 through September 31, 2009

Ln
No

10

11

12

13

Ksztéatlelil Ky Retail CIP-TOD Ky Retail All Other
Billed & CIP-TOD Capacity Charge All Other Capacity Charge
Month / Accrued Billed & Accrued Rate Per Billed & Accrued Rate Per
Year kWh kWh kWh kwh kWh Total
(1) (2) 3) 4 (5)=(2)-(3) -6 (7
Oct 08 561,709,447 203,686,379 $0.000508 358,023,068 $0.000824 $398,484
Nov 08 633,249,473 202,279,815 $0.000508 430,969,658 $0.000824 $457,877
Dec 08 694,085,611 174,589,780 $0.000508 519,495,831 $0.000824 $516,756
Jan 09 756,126,820 186,847,268 $0.000508 569,279,552 $0.000824 $564,005
Feb 09 629,091,345 162,934,835 $0.000508 466,156,510 $0.000824 $466,884
Mar 09 637,687,025 202,705,909 $0.000508 434,981,116 $0.000824 $461,399
Apr 09 520,481,012 194,776,541 $0.000508 325,704,471 $0.000824 $367,327
May 09 527,644,029 190,157,896 $0.000508 337,486,133 $0.000824 $374,689
Jun 09 566,828,292 188,801,051 $0.000508 378,027,241 $0.000824 $407,405
Jul 09 536,296,449 178,234,197 $0.000508 358,062,252 $0.000824 $385,586
Aug 09 586,860,703 185,623,219 $0.000508 401,237,484 $0.000824 $424,916
Sep 09 498,816,293 173,431,495 $0.000508 325,384,798 $0.000824 $356,220
Total 7,148,876,499 2,244 068,385 4,904,808,114 $5,181,547
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Exhibit EKW-5
Page 1 of 142

P.S.C. ELECTRIC NO. 9
CANCELS P.S.C. ELECTRIC NO. 8

Cancels and Supersedes all Previous Schedules

KENTUCKY POWER COMPANY

SCHEDULE OF TARIFFS,
TERMS AND CONDITIONS OF SERVICE
GOVERNING
SALE OF ELECTRICITY

In the Kentucky territory served
By Kentucky Power Company
As stated on Sheet No. 1

Issued by
Errol K. Wagner, Director Regulatory Services
Frankfort, Kentucky

Issued: December 29, 2609 Effective: January 29, 2010

()



KENTUCKY POWER COMPANY

Exhibit EKW-5
Page 2 of 142

Canceling

Qriginal Sheet No. 1-1
__ Sheet No. {1

P.S.C. ELECTRICNO. 9

TITLE

Terms and Conditions of Service
Capacity and Eunergy Control Program
Standard Neminal Voltages
Tariff F.A.C.

Ta r‘il‘f R.S.

Tariff R.S.-L.M.-T.0.D.
Tariff R.S.-T.0.D.

Tariff R.5.-T.0.D, %

Tariff S.G.S.

Tariff 5.G.S. -T.0.D.

Tariff ML.G.S.

Tariff M.G.S.-T.0.D.
Tariff 1.G.S.

Taritf L.G.S.-T.O.D.

Tariff Q.P.

Tariff C.LP-T.O.D.

Taritt C.S-LR.P.

Tariff M.W.

Tartff O.L.

Tarift S.1.

Tariff C.AT.V.

Tariff COGEN/SPP I

Tariff COGEN/SPP IT

INDEX

Fuel Adjustment Claase

Residential Service

Residential Load Management-Time-of-Day
Residential Time-of-Day

Experimental Residential Service Time-of-Day 2

Small General Service

Experimental Small General Service Time-of-Day

Medium General Service

Medium General Service — Time-of-Day
Large General Service

Large General Service Time-of-Day
Quantity Power

Commercial and Industrial Power-Time-of-Day
Contract Service-Interruptible Power
Municipal Waterworks

Outdoor Lighting

Street Lighting

Cable Television Pole Attachment

Cogeneration and/or Small Power
Production — 100 KW or Less

Cogenreration and/or Small Power
Production — Gver 100 KW

{Cont’d on Sheet No. 1-2)

SHEET NO

2-1 thru 2-14
3-1~thru 3-10
4-1

5-1 Thru 5-2
6-1 thra 6-3
6-4 thru 6-5
6-6 thru 6-7
6-8 thru 6-9
7-1 thyu 7-2
7-3 thru 7-4
8-1 thru 8-3
8-4 thyru 8-5
9-1 thru 9-3
9-4 thru 9-6
10-1 thro 10-3
11-1 theu 11-3
12-1 thyw 12-3
13- thru 132
14-1 thrn 14-3
15-1 thro 15-3

16-1 thru 16-5

17-1 thra 17-3

18-1 thru £8-3

DATE OF [SSUE _December 29. 2009

ISSUED BY EEK. WAGNER

DATE EXFECTIVE

DIRECTOR OF REGULATORY SERVICES

Service rendered on and after January 29. 2010

FRANKFORT, KENTUCKY

NAME

TITLE ADDRESS
Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459

()



Exhibit EKW-5
Page 3 of 142 ..

Original Sheet No. 1-2
Canceling Sheel No. [-2

KENTUCKY POWER COMPANY

P.S.C. ELECTRIC NG, 9

INDEX (Cont’d)
Tariff 8.5.C. System Sales Clause 19-1 thru £9-2
Taritf I.T. Franchise Tariff 20-%
Tariff T.S. Temporary Service 21-1
Tariff D.S.M.C, Demand-Side Management Adjustment Clause 22-1 thru 22-2
Tariff NNM.S.C. Net Mevger Savings Credit (Discontinued) 23-1 (D)
Tariff X.X. Reserved for Future Use 23-1
Rider E.C.5. Emergency Curtailable Service Rider (Discontinued)  24-1 thru 24-3 (D)
Rider E.C.5. - C. & E. Emergency Curtailable Service — Capacity & Energy  24-1 thru 24-6 (™)
Rider E.P.C.5. Energy Price Curtailable Service Rider 25-1 thru 25-3
Tarviff N.U.G. Non-Utility Generator 26-1 thru 26-3
Tariff N.MLS. Net Metering Service 27-% thru 27-22
Taritf C.C. Capacity Charge 28-1
Tariff E.S. Environmental Suycharge 29-1 thru 29-5
Tariff R.T.P, Experimental Real-Time Pricing 30-1 thru 30-4
Rider G.P.O. Green Pricing Option Rider 311
Rider A.F.S. Alternate Feed Service Rider 32-1 thru 32-4 ()
Tariff U.G.R.T. Utility Gross Receipts Tax (School Tax) 33-1 {m}
Tariff )K.S. T, Kentucky Sales Tax 34-1 (N)
Tariff T.A. Transmission Adjustment 35-1 thru 35-2 ()
THE ABOVE TARIFFS ARE APPLICABLE TO THE ENTIRE TERRITORY
SERVED BY KENTUCKY POWER COMPANY AS ON FILE WITH THE PUBLIC SERVICE CONMMISSION
AT BOYD, BREATHITT, CARTER, CLAY, ELLIOTT, FLOYD, GREENUP, JOHNSON, KNOTT, LAWRENCE, LESLIE,
LETCHER, LEWIS, MAGOFFIN, MARTIN, MORGAN, OWSLLY, PERRY, PUKE AND ROWAN COUNTIES.
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TERMS AND CONDITIONS OF SERVICE

1. APPLICATION.

A copy of the tariffs and standard terms and conditions under which service is to be rendered to the Customer
will be furnished upon request and the Customer shall elect upon which tariff applicable to his service his (T)
application shall be based.

If the Company requires a written agreement from a Customer before service will be commenced, a copy of the
agreement will be furnished to the Customer upon request.

When the Customer desires delivery of energy at more than one point, a scparate agreement may be required for
each separate point of delivery. Service delivered at each point of delivery will be billed separately under the
applicable tariff.

2. INSPECTION.

The Customer is responsible for the proper installation and maintenance of the customer’s wiring and electrical
equipment and the customer shall at all times be responsible for the chavacter and condition thereof. The
Company has no obligation to undertake inspection thereof and in no event shall be responsible therefore.
However, the Company may refuse to connect to the customer’s system if such conncction is deemed unsate by
the Company.

Where a Customer’s premises are located in a municipality or other govermmental subdivision where inspection
laws or ordinances arc in cffect, the Company may withhold furnishing service to new installations until the
Company has received evidence that the inspection laws or ordinances have been complied with.

Where a Customer’s premises are located outside of an area where inspection service is in effect, the Company
may require the delivery by the Customer to the Company of an agroement duly signed by the owner and/or
tenant of the premises aunthorizing the connection to the wiring systom of the Customer and assuming
cesponsibility therefore. No responsibility shall attach to the Company because of any waiver of this
requirement.

3. SERVICE CONNECTIONS.

Scrvice connections will be provided in accordance with 807 IKAR 5:041, Scction 10.

The Customer should in all cases consult the Company before the Customer’s premises are wired to determine
the location of Company’s point of service connection.

The Company will, when requested to furnish service, designale the Jocation of its service conncction. The
Cuslomer’s wiring must, except for those cases listed below, be brought outside the building wall nearest the
Company’s service wires so as to be readily accessible thereto. When service is from an overhead system, the
Customer’s wiring must extend at [east I8 inches beyond the building. Where Customers install service entrance
facilities which have capacity and layout specified by the Company and/or install and usc cerlain equipment
specified by the Company, the Company may supply or offer to own certain facilities on the Customer’s side of
the point where the scrvice wires attach to the building,

All inside wiring must be grounded in accordance with the requirements of the National Electiical Code or the
requirements of any local inspection service authorized by a state or loca! authority.

When a Customer desires that energy be delivered at a point or in a manncr other than that designated by the
Company, the Customer shall pay the additional cost of same.

(Cont’d on Sheet No. 2-2)
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TERMS AND CONDITIONS OF SERVICE (Cont’d)

DEPOSITS.

Prior to providing service or at any time thereafter, the Company may require a cash deposit or other guaranly to secure
payment of bills except for customers qualifying for service reconnection pursuant to 807 KAR 5:006, Section 15, Winter
Hardship Reconnection. Service may be refuscd or discontinued for failure to pay the requested deposit. Upon request from a
residential customer the deposit will be returned atter 18 months if the customer has established a satisfactory payment record,;
but commercial deposits will be retained during the entire time that the account remains active.

v

A Inlerest

Intercst will be paid on all sums held on deposit at the rate indicated in KRS 278.460. The intercst will be applied by the
Company as a credit to the Customer’s bill or will be paid to the Customer on an annual basis. If the deposit is refunded or
credited to the Customer’s bill prior to the deposit anniversary date, interest will be paid or credited to the Customer’s bill on a
pro-rated basis.

The Company will not pay Interest on deposits after discontinuance of service to the Customer. Retention ol any deposit or
guaranty by the Company prior (o final setilement is not a payment or partial payment of any bill for service. The Company
shall have a reasonable time in which fo obtain a final reading and to ascertain that the obligations of the Customer have been
fully performed before being required to return any deposits,

B.  Criteria for Waiver of Deposit Requirement

The Company may waive any deposit requirement based upon the following criferia, which shall be considered by the
Company cumulatively.

i Satisfactory payment history.

2. Statement from another utility showing satisfactory payment history.

3 Another customer with satisfactory payment history is willing to sign as a guaranior for an amount equal
to the required deposit.

Providing evidence of other collateral acceptable to Company, such as Surety Bond.

Checkless Payment Plan (CPP)

R

. Method of Determination
I Calculated Deposits

a.  Deposit amounts paid by residential customers shall not cxceed a caleutated amount based upon actual
usage data of the Customer at the same or similar premises for the most recent [2-month period, if such
information is available. If the actual usage data is not available, the deposit amount shall be based on
the average bills of similar customers and premises in the customer class. The deposit shall not exceed
2/12 of the Customer’s actual or estimated annual bill.

b.  Deposit amounts paid by commercial and industrial customers shall not exceed a calcutated amount
based upon actual usage data of the customer at the same or similar premises for the most recent 12~
month period, if such information is available. If tho actual usage dala is not available, the deposit
amount shall be based on the typical bills of similar customers and premises in the customer class. The
deposit shall not exceed 2/12 of the customer’s actual or estimated annual bill

{Cont’d on Sheet No, 2-3)
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4.

TERMS AND CONDITIONS OF SERVICE (Cont’d)

BEPOSITS, (Cont’d.)

D.

Additional or Supplemental Deposit Requirement

If a deposit has been waived or returned and the Customer fails to maintain a satisfactory payment record the Customer
may be required to pay an additional or supplemental deposit. Except for residential customers, an additional or
supplemental deposit may be required if the Customer’s credit rating falls to a C level or below as reported by a national
credit reporting agency. Facfors to be considered when evaluating if a Customer fails fo maintain a satisfactory payment
record include, but are not limited (o; integrily of past payments (returned checks), account credit activity, age of arrearage
and frequency of late payments, all during the most recent six month period. The Customer will reccive a message on the
bill informing the Customer that if the account is not current by the specified date listed on the bill an additional or
supplemental deposit will be charged to the account the next time the account is billed. If a change in usage or
classification of service has occutred, the Customer may be required to pay an additional deposit up to 2/12 of the annual

usage.

Recalculation of Customers Deposit
When a deposit is held longer than I8 months, the Customer may request that the deposit be recalculated based on the

Customer’s actual usage. [f the amount of deposit on the account differs from the recalculated amount by more than
$10.00 for a residential Customer or 10 percent for a non-residential Customer, the Company may collect any
underpayment and shall refund any overpayment by check or credit to the Customer’s bill. No retund will be made if the
Customer’s bill is delinquent at the time of the recalculation. x

PAYMENTS,

Bills will be rendered by the Company to the Customer monthly or in accordance with the tariff selecled applicable to the
Customer’s service.

Equat Payment Plan

Residential Customers have the option of paying a fixed amount each month under the Company’s Equal Payment Plan.
The monthly payment amount will be based on one-twelfth of the Customers’ cstimated annual usage. The payment
amount is subject to periodic review and adjustment during the budget year to more accurately reflect actual usage. The
normal plan period is 12 months, which may commence in any month,

In the last month of the plan, if the actual usage during the plan period exceeds the amount billed, the Customer will be
billed for the balance due. If an overpaymient exists, the amount of overpayment will either be refunded to the Customer
or credited to the last bill of the period. If a Customer discontinues service with the Company under the Equal Payment
Plan, any amounts not yet paid shall become payable immediately.

If a Customer fails to pay bills as rendered under the Equal Payment Plan, the Company reserves the right to revoke the
plan, restore the Customer to regular billing, require immediate payment of any deficiency, and require a cash deposit or

other guaranty to secure payment of bills.

Average Monthly Paviment Plan (AMP)

The Average Montlily Payment Plan (AMP Plan) is available to the following applicable tariffs; R.8; R.S.-L.M-T.0.12.; Experimental
RS-T.O.D 2. 8.G.S, and S.GS-1.0.D. When mutually agreeable the AMP Plan may be offered by the Company to Customers
serviced under other tariffs.

The AMP Plan is designed to allow the Customer to pay an average anmount each month based upon the actual billed anounis during the
past (welve (12) mouths. The average payment amount is based upon the current month’s total bill plus the cleven (11) preceding moaths,
That result is divided by the total billing days associated with the billings to determine a per day average. The daily average amount is
multiplied by thirty (30) to determine the current month’s payment under the AMP Plan. At the next billing period, the oldest montl’s
billing history is removed, the current month’s billing is added and the total is again divided by the total billing days associated with the
billings to determine a per day average. Again the daily average amount is multiplied by thirty (30) to find the new average payment
amount. The average monthly payment amount is calculated each and cvery month in this manner,
(Cont’d on Sheet No, 2-4)
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B.

TERMS AND CONDITIONS OF SERVICE (Cont’d)

AVERAGE MONTHLY PAYMENT PLAN (AMP) (CONT’D),

The difference between the actual billings and the AMP Plan billings will be carried in a deferred balance. Both the debit
and credit differences will accumulate in the deferred balance for the duration of the AMP Plan year, which is twelve
consceutive billings months. At the end of the AMP Plan year (anniversary month), the current month’s billing plus the
eleven (11) preceding month’s billing is summed and divided by the total billing days associated with the billings to
determine a per day average. That result is multiplied by thirty (30) to caleulate the AMP Plan’s monthly payment amount.
In addition, the net accumulated deferred balance is divided by 12. This result is added or subtracted to the caleulated
average payment amount starting with the next billing of the new AMP plan year and will be used in the average payment
amournt calculation for the remaining AMP plan year. Settlement occurs only when participation in the AMP Plan is
terminated. This happens if any account is final billed, if the customer requests termination, or at the Company’s discretion
when the customer fails to make two or more consecutive monthly payments on an account by the duc date. The deferred
balance (debit or credit) is then applied to the billing now due.

In such instances where sufficient billing history is not available, an AMP Plan may be established by using the actual billing
history available throughout the first AMP Plan year.

ALL PAYMENTS,

A1l bills are payable at the business offices or authorized collection agencics of the Company within the time limits specified
in the tariff. Failure to receive a bill will not entitle a Customer to any discount or to the remission of any charges for non-
payment within the time specified. The word “month” as used herein and in the tariffs is hereby defined to be the elapsed
time between 2 successive meter readings approximately 30 days apait.

In the event of the stoppage of or the failure of any meter to register the full amount of energy consumed, the Customer will
be billed for the period based on an estimated consumption of energy in a similar period of like use.

The tariffs of the Company are net if the account of the Customer is paid within the time limit specificd in the tariff
applicable to the Customer’s service. To discourage delinquency and encourage prompl payment within the specified time
[imit, certain tariffs contain a delayed payment charge, which may be added in accordance with the tariff under which service
is provided. Auy one delayed payment charge billed against the Customer for non-payment of bill or any one forfeited
discount applied against the Customer for non-payment of bill may be remitted, provided the Customer’s previous accounts
are paid in full and provided no delayed payment charge or forfeited discount has been remitted under this clause during the
preceding 6 months.

UNDERGROUND SERVICE.

When a real estate developer desires an underground distribution system within the property which he is developing or when
a Customer desires an underground service, the real estate developer or the Cuslomer, as the case may be, shall pay the
Company the dilference between the anticipated cost of the underground facilitics so requested and the cost of the overhead
facilities which would ordinarily be installed in accordance with 807 KAR 35:041, Section 21, and the Company's
underground service plan as filed with the Public Service Comimnission. Upon receipt of payment, the Company will install
the underground facilities and will own, operate and maintain the same.

COMPANY’S LIABILATY,

The Company will use reasonable diligence in furnishing a regular and uninterrupted supply of energy, bul does not
guarantec uninterrupted service. The Company shall not be liable for damages in case such supply should be interrupled or
fail by reason of an event of Force Majeure. Force Majeure consists of an event or circumstance which prevents Company
from providing service, which svent or circumstance was not anticipated, which is not in the reasonable control of, or the
resull of negligence of, the Company, and which, by the excrcise of due diligence, Company is unable {o overcome or avoid
or causes to be avoided. Force Majeure events includes act of God, the public enemy, accidents, labor disputes, orders or acts
of civil or military authorily, breakdowns or injury to the machinery, transmission lines, distribution lines or other facilities
of the Company, or exfraordinary repairs.
(Cent’d on Sheet No. 2-5)
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TERWMS AND CONDITIONS OF SERVICE (Cont’d)

7. COMPANY'S LIABILITY (Cont’d)

Unless otherwise provided in a contract between the Company and Cusfomer, the point at which sexvice is delivered by
Company to Customer, to be known as “delivery point,” shall be the point at which the Customer’s facilities are | (T)
connected to the Company’s facilitics. The metering device is the properly of the Company; however, the meter base,
connection and grounds and all associated internal parts inside the meter basc are customer owned and arc the
responsibility of the customer to install and maintain. The Company shall not be liable for any loss, injury, or damage
resulting from the Customer’s use of their equipment or accasioned by the cnergy furnished by the Company beyond the
delivery point.

The Customner shall provide and maintain suitable protective devices on their equipment to prevent any loss, injury or
damage that might result from single phasing conditions or any other fluctuation or irregularity in the supply of energy.
The Company shall not be liable for any toss, injury or damage resulting from a single phasing condition or any other
fluctuation or irregulatity in the supply of energy which could have been prevented by the use of such protective
devices. The Company shall not be liable for any damages, whether direct, incidental or consequential, including, | (T)
withont limitation, loss of piofits, loss of revenue, or loss of production capacity occasioned by interruptions,
fluctuations, or irregularity in the supply of energy.

The Company is not responsible for loss or damage caused by the disconnection or reconnection of its facilities. The | {T)
Company is not responsible for loss or damages caused by the theft or destruction of Compuny facilitics by a third party.

The Company will provide and maintain the necessary line or scrvice connections, transformers (when same arc
required by conditions of contract between the parlies thereto), meters and other apparatus, which may be required for
the proper measurement of and protection fo its service. All such apparatus shall be and remain the property of the
Company.

3. CUSTOMER’S LIABILITY.

In the event of loss or injury to the property of the Company through misuse by, or the negligence of, the Customer or
the cmployces of the same, the cost of the necessary tepairs or replacement thereof shall be paid to the Company by the
Customer.

Customers will be responsible for tampering with, interfering with, or breaking of seals of meters, or other cquipment of
the Company installed on the Customer’s premises. The Customer hereby agrees that no onc except the employees of
the Company shall be altowed to make any internal or external adjustments of any meter or any other piece of apparatus,
which shall be the property of the Company.

The Company shall have the right at all reasonable howrs fo enter the premises of the Customer for the purpose of

inslalling, reading, removing, lesting, replacing or otherwise disposing of its apparatus and proposty, and the right of
entire removal of the Company’s property in the event of the termination of the contract for any cause.

9. EXTENSION OF SERVICE,

The elechic facilities of the Company shall be extended or cxpanded to supply electric service to all residential
Customers and small commercial Customers which require single phase line where the installed transformer capacity
docs not exceed 25 KVA in accordance with 807 KAR 5:041, Section {1,

The clectric facilitics of the Company shall be extended or expanded to supply electric service to Customers other than
those named in the above paragraph when the estimated revenue is sufficient to justify the estimaled cost of making
such extensions or expansions as sct Torth below.

(Cont’d on Sheet No. 2-6)
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TERMS AND CONDITIONS OF SERVICE (Cont’d)

9. EXTENSION OF SERVICE (Cont’d)

For service to be delivered to Commercial, Industrial, Mining and multiple housing project Customers up to and including
estimated demands of 500 KW requiring new facilities, the Company will: (a) where the cstimated revenue for one year
exceeds the estimated installed cost of new local facilities required, provide such new facilities at no cost to the Customer;
(b) wherc the estimated revenue for one year is less than the installed cost of new local facilities required, the Customer will
be required to pay a contribution in aid of construction cqual to the difference between the installed cost of the new
facilities required to serve the load and the estimated revenue for one year; (¢) if the Company has reason to question the
financial stability of the Customer and/or the life of the operation Is uncertain or temporary in nature, such as construction
projects, oil and gas well drilling, sawmills and mining operations, the Customer shall pay a contribution in aid of
construction, consisting of' the estimated labor cost (o install and remove the facilitics required plus the cost of
unsalvageable material, before the facilities are installed.

For service to be delivered fo Customers with demand levels higher than those specificd above, the annual cost to serve the

Customer’s requirements shall be compared with the estimated revenue for one year to determine if a contribution in aid of

construction, and/or a special minimum and/or other acrangement may be necessary. The annual cosl to serve shall be the

sum of the following components: '

1. The annual fixed costs of the generation, transmission and distribution facilities related to the Customer’s
requirements. These fixed costs will be calculated at 21.95% of the valuc to be based on the year-end
embedded investment depreciated in alf similar facilities of the Company.

2. The annual energy costs based on the latest available production costs related to the Customer’s
cstimated annual energy use requirements.

3. The amual fixed costs of the new local facilitics necessary to provide the service requested calculated at
21.95% of the installed cost of such facilities.

If the estimated revenue for one year is greater than the cost (o serve as described herein, the Company may provide any
new local facilities required at no cost to the Customer. If the estimated revenue for one year is less than the cost to serve
as described herein, the Company will require the Customer to pay a contribution in aid of construction cqual to thc
difference between the annual cost to serve as caleulated and the estimated revenue for one year divided by 21.95%, but in
no casc to exceed the installed cost of the new facilities required. If, however, the annual cost to serve excluding the cost of
new facilities paid for by the Customer, exceeds the estimated revenue for one year, the Company, will, in addition to a
contribution in aid of construction, require a special minimum or other arrangement to compensate the Company for such
deficicncy in revenue.

Except where service is rendered in accordance with 807 KAR 5:041, Section 11, as described herein, the Company may
require the Customer to execute an Advance and Refund Agreement where the Company rcasonably questions the
longevity of the service or the eslimated energy use and demand requirements provided by the Customer. Under the
Advance and Refund Agreement, the Customer shall pay the Company the estimated total installed cost of the required new
facilities which advance could be refunded over a five-year period under certain conditions. Over the five year period the
Customer’s electric bill would be credited each month ap to the amount of 1/60th of the total amount advanced. Such credit
shall be applied only to that portion of the Customer’s bill, which exceeds a specified minimum. The specified minimum
before refund shall be established as the greater of: (1) the minimum as deseribed under the applicable tarifl or (2) the
amount representing 1/12th of the calculated annual cost to serve as described herein. In the event the Customer’s monthly
bill in any month does not exceed such minimum by an amount cqual to 1/60th of the amount advanced, the difference
between [/60th of the amount advanced and the amount, if any, actually credited to the Customer’s bill shall be designated
as “accrued credit” and applied to future monthly bills over the balance of the 5 year period as credit where such monthly
bills exceed the established minimum by more than 1/60th of the amount advanced.

10. EXTENSION OF SERVICE TO MOBILE HOME.

The electrical facilities of the Company will be ex{ended or expanded to supply clectric service ta mobile homes in
accordance with 807 KAR 5:041, Section 12,
{Cont’d on Sheet No. 2-7)
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TERMS AND CONDITIONS OF SERVICE (Cont’d)

LOCATION AND MAINTENANCE OF COMPANY’S EQUIPMENT,

The Company shall have the right to construct its poles, lines and circuits on the property, and to place its transformers and
other apparatus on the property or within the building of the Customer, at a point or points convenient for such purposes, as
required to serve such Customer, and the Customer shall provide suitable space for the installation of necessary measuring
instruments so that the latter may be protected from injury by the elements or through the negligence or delibersate acts of the
Customer or of any employce of the same.

BILLING FORD.

Pussuant to 807 KAR 5:006, Section 6(3) copies of the billing forms used by the Company are shown on Sheet Nos, 2-11, 2-
12 and 2-13 and 2-14.

RATE SCHEDULE SELECTION.

The Company will explain to the Customer, at the beginning of service or upon request the Company’s rates available to the
Customer.  Company will assist Customer in the selection of the rate schedule best adapted to Customer’s service
requirements, provided, however, that Conipany does not assume responsibility for the selection or that Customer will at all
Llimes be served under the most favorable rate schedule.

Customer may change their initial rate schedule selection to another applicable rate schedule at any time by either written
notice to Company and/or by cxecuting a new contract for the rate schedule selected, provided that the application of such
subsequent selection shall continue for 12 months before any other selection may be made. In no case will the Company
refund any monetary difference between the rate schedule under which service was billed in prior periods and the newly
selected rate schedule.

MONITORING USAGE,

At least once annually the Company will monitor the usage of each customer according to the following procedure:
1. The Customer’s monthly usage will be compared with the usage of the corresponding period of the previous year.

2. [T the monthly usage for the two periods are substantially the same or if any difference is known o be attributed to
unique circumstances, such as unusual weather conditions, comumon o all customers, no further review will be made.

3. If the monthly usage is not substantially the same and cannot be attributed to a readily identified common cause, the
Company will compare the Customer’s monthly usage records for the lz-mon}’h period with the mouthly usage for
the same months of the preceding year.

4. 1f the cause for the usage deviation cannot be determined from analysis of the Customer’s meter reading and billing
records, the Company will contact the Customer to determine whether there have been changes thal explain the
increased or decreased usage.

5. Where the deviation is not otherwise explained, the Company will test the Customer’s meter to determine whether
it shows an average error greater than 2 percent fast or slow.

6. The Company will notify the customers of the investigation, ils findings, and any refunds or back billing in
accordance with 807 KAR 5:006, Section 10(4) and (5).

In addition to the annual monitoring, the Company will immediately investigate usage deviations brought (o is attention as
a result of its on~-going meter reading, billing processes, or customer inquiry.

(Cont’d on Sheet No. 2-8)
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15. USE OF ENERGY BY CUSTOMER,

The tariffy for electric energy piven herein are classified by the character of use of such energy and are not available for
service except as provided herein.

Upon the expiration of an electric service contract, if required by the terms of the tariff, the Customer may clect to renow
the contract upon the same or another tariff published by the Company available to the Customer and applicable to the
Customer’s requirements, except that in no case shall the Company be required to maintain transmission, switching or
transformation equipment different from or in addition to that generally furnished to other Customers receiving electrical
supply under the terms of the tariff elected by the Customer.

The service connections, transformers, meters and appliances supplied by the Company for each Customer have a definite
capacity and no additions to the equipment, or load connected thereto, will be allowed except by consent of the Company.

The Customer shall install only motors, apparatus or appliances which are suitable for oporation with the character of the
service supplied by the Company, and which shall not be detrimental to same, and the electric energy must not be used in
such a manner as to cause unprovided for voltage fluctuations or disturbances in the Company’s transmission or distribution
system. The Company shall be the sole judge as to the suitability of apparatus or appliances, and also as to whether the
operation of such apparatus or appliances is or will be detrimental fo its general service.

No attachment of any kind whatsoever may be made to the Company’s lines, poles, cross arms, structures or other facilitics
without the express written consent of the Company.

All apparatus used by the Customer shall be of such type as to sccure the highest practicable commercial eflicicncy, power
factor and the proper balancing of phases. Motors which are frequently started or motors arranged for automatic control
must be of a type to give maximum starting torque with minimum current flow, and must be of a type, and equipped with
controlling devices, approved by the Company. The Customer agrees {o notify the Company of any increase or decrease in
his connected load.

The Company will not supply service to Customers who have other sources of electrical energy supply except under tariffs,
which specifically provide for same.

The Customer shall not be permitted to operate generating equipment in parallel with the Company’s service except with
express written consent of the Company.

Resalc of energy will be permitted only with express written consent by the Company.

(6. RESIDENTIAL SERVICE.

Individual residences shall be served individually with single-phase service under the applicable residential service tarift
Customer may not take service for 2 or morc separate sesidences through a single point of delivery under any tariff.
Exclusions may be allowed pursuant to 807 KAR 5:046 (Prohibition of master metering).

The residential service tariff shall ccase to apply to that portion of a residence which becomes regularly used for business,
professional, institutional or gainful purposes, which requires three phase service or which requires scrvice to motors in
cxoess of 10 HP each. Under these circumstances, Customer shall have the choice of: (1) scparating the wiring so that the
residential portion of the premises is served through a separate meter under the residential service tarift and the other uses
as cnumerated above are served through a separate meter or meters under the applicable general service tarifl, or (2) taking
the entire service under the applicable general sorvice tariff.

Detached building or buildings, actually apputtenant to the residence, such as a garape, stable or barn, may be served by an
extension of the Customer’s residence wiring through the residence meter and under the applicable residential service tariff.

{Cont’d on Sheet No. 2-9)
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P.S.C. ELECTRIC NO. 9

TERMS AND CONDITIONS OF SERVICE (Cont’d)

17. DENIAL OR DISCONTINUANCE OF SERVICE.,

The Company reserves the right to refuse to serve any applicant for service or to discontinue to serve uny Cuslomer if the
applicant or Customer is indebted to the Company for any service theretofore rendered at any localion; provided however,
the Customer shall be notified in writing in accordance with 807 KAR 5:006, Section 14, before disconnection of service,

The Company reserves the right to discontinue to serve any Customer for failure to provide and maintain adequate security
for the payment of bills as requested by the Company, for failure to comply with these terms and conditions or to prevent
fraud upon the Company.

Any discontinuance of service shall not terminate the contract for electric service between the Company and the Customer
nor shall it abrogate any minimum charge, which may be effective.

18. EMPLOYEES’ DISCOUNT,

Regular employees who have been in the Company’s employ for 6 months or more may, at the discretion ol the Company,
receive a reduction in their residence electric bills for the premises occupied by the employee.

19. SPECIAL CHARGES.

Al Reconnection and Disconnect Charges

In cases where the Company has discontinued service as herein provided for, the Company reserves the right to
assess a reconnection charge pursvant to 807 KAR 5:006, Scction 8 (3)(b), payable in advance, in accordance with
the following schedule. However, those Customers qualifying for Winter Hardship Reeonnection under 807 KAR
5:006 Section 15 shall be exempt from the reconnect charges.

!. Reconnect for nonpayment during regular hours..................... v $ 204§ 40.00 (1)
2. Reconnect for nonpayment when work continues into overtime
at the end of the day (No “Call Out” required).......ooviviivenennn e $ 26 $47.00 (1)

3. Reconnect for nonpayment when a “Call Out” is yequired
(A “Call Out” is when an employce must be called in to work

on an overtime basis to make the recomect trip). .......oooeeen .. 853595 $83.00 (1)
4. Reconnect for nonpayment when double tims is required

(Sunday and Holiday)........ooovoviiinne e 544258 $708.00 (1)
5. Termination o3 field Tip. v ree e eeneene e b 863§ 2400 (1)

The reconnection charge for all Customers where service has Dbeen disconnccted for frandulent use of
electricity will be the actual cost of the reconnection.

The reconnection charge for all Customers where service has been disconnected at the request of the customer and | (1) --

the same customer requests that the serviee be reconnected within a period of twelve (12) months from the date that
service was disconnected shall be § 40.00. Such reconnections shall occur only during regular hours.

(Cont’d on Sheet No. 2-10)
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TERMS AND CONDITIONS OF SERVICE (Con¢’d)

19. SPECIAL CHARGES (Cont’q).
B. Returned Check Charge
In cases where a customer pays by check, which is later returned as unpaid by the bank for any reason, the
Customer will be charged a fee of $7.00 to cover the handling cosis.
C. Meter Test Charge
Where test of a meter is made upon written request of the Customer pursuant to 807 KAR 35:006, Scction 18, the
Customer will be charged $14:38- §68.00 if such test shows that the meter was not more than two percent (2%)
fast,
D Work Peiformed on Company’s Facilities at Customer’s Request
Whenever, at the request and for the benefit of the Customer, work is performed on the Company’s facilities,
including the relocation, ot replacement of the Company’s facilities, the Customer shall pay to the Company in
advance of the Company undertaking the work the estimated total cost of such wark. This cost shall be itemized by
major categories and shall include the Company’s overheads and shall be credited with the net value of any
salvageable material. The actual cost for the work performed shall be calculated at the completion of the work and
the appropriate charge or refund will be made to the Customer.
Reasonable notice of not less than three working days shalf be given to the Company for all requested work except
for the covesing of the Company’s lines. Notice of any request for the Company to cover its lines shall be given at
least two days in advance. The Company will endeavor to comply with all timely requests, but work may be
delayed because of demands on the Compaiy’s personnel and equipment.
If the cost, as calculated above, is $500 or less for covering the Company’s distribution facilities no charge will be
imposed. All costs in excess of $500 for covering the Company’s distribution facilities, shall be paid by the
Customer, in advance of the Company undertaking the work. The actual cost for the work performed shall be
calculated at the complction of the worlc and the appropriate charge or refand will be made to the customer.
(Cont’d on Shect No. 2-11)
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P.S.C. ELECTRICNO. 9

TERMS AND CONDITIONS OF SERVICE (Cont’¢)

Residential ard Small Commercial Bill Form — Page 1

A it ol Amurdean Electric Powari

Send inqulifes Tar

PO BOX 24401
CANTON, DI 44703-44D4
R K-74BHBESSS

=GO Consumer
123 ANY ADDRESS
i AEP CITY, KY 99909-8999

Please tear on dolied line Account Number 039-989.988-1-2

Hiake Check Payably aid Send Toy
KENTUCKY POWER COMPANY
.0. BOX 24417

CANTON OHIO 447014417

00000645000000649000000000000389999599922021403018103805

Amount Enclosed Ls=

Redurn fop perlion vilh your payment

Account Number

038-989-889-9-6

PREVIOUS CHARBES Account Balanice
Total Amount Due at Last Biliing 5 KKK
Payiment 10/12/09 - Thank You XRKXCR
Previous Balance % KHAKX 3 KA
CURRENT KPCO CHARGES (1-800-572-1113):
10/30/09 Tariff 015 - RESIDENTIAL SERVICE
Rate Billing 5 HUXK
Fuel Adj €0 0.0XXXXXK Per KWH XXX
DSM Adj @ B.OXXXXKX Per KWH XX
Residential HEAP @ $0.10 XX
Capaclly Charge @ 0.0XXXXXX Per KWH XX
Envirenmental Ad) XXX % XX
Transmission Adj K XKKKXKYs XX CR
School Tax XX
Stale Sales Tax XX
Green Pricing Optlon 2 BlocksTax XXX
Current Eleclric Dus $ KKAK $ XXHK

Amount Due

I

$x.Xx Is your average daily cost for current electric servics

USAGE:
Service Period Mater Reading
Meler Number From L To Prsy cp Pres
99989999 10/1/2008  10/30/2008 20466 R 29748
CD - Read Code: A= Actual Reading 29 Bifling Days

Rotes Available

Aunit at hmarlean Fieslds Power: ©n Roguest

Soa other cidn {ar

co Multiplier Melered Usage
R 1.0000 282

Nex! Reading Date 12/02/09

(Cont’d on Sheet No. 2-12)
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P.S.C.ELECTRICNO.9

TERMS AND CONDITIONS OF SERVICE (Cont’d)

Residential and Small Commercial Bill Form — Page 2

Send Inquiries To:
PO BOX 24401

| oo
USAGE:

Month Usage Month Usage Month Usage Month Usage Month Usage Month Usage
Nov 08 711 Jan 091,448  Mar 091,046  May 09 846 July091,174 Sept08 788

Dec 08 955

Average Monthly Usage: 493 KWH Total Usage (Past 12 Months): 5921 KWH

KPCO MESSAGES:
You may view delzli rate Information online at http/fwww.aepeustomer.comitariffs/defauit.him.

Visit us at www. KentuckyPower com

P wenaruenor
= VLR Rales Avallabla
w it at American Elactric. fowven on Reguast See olher sida for

Account Number
039-999-999-3-

Feb 09 1,478 Apr 09 954 Jun 081,165 Aug 09 718  Oct 09 827

impertant information

{Cont’d on Sheet No. 2-13)
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Large Commerecial and Industrial Bill Form

TERMS AND CONDITIONS OF SERVICE (Cont’d)

—Page 1

T xenruercr
PowER

A

" . Aanit ot American Eleetrlc Power
Send gulies Tox

PO BOX 24401
CANTON, OH 447014401
R {-740098084
Hake Check Payable mx
KPCO LARGE POWER P.O. BOX 24417
123 ANY ADDRESS CANTONM OHIC 44
. AEP CITY, KXY 89552-9999

Pleasc tear on dolled tihe Account Number 039-089-999-1-2

KENTUCKY POWER COMPANY

00000649000000643000000000000399599999922021403018103805

Amount Enclosed !

< Sendd Yo!

7014417

Retum lop portion vith your payment

Account Number
039-999-999-9-0

CURRENT KPCO CHARGES (1-888-710-4237:
11/12/08 Tariff 244 - LARGE GENERAL SERVICE

PREVIOUS CHARGES Account Balance Amount Dyg
Total Amount Due at Last Bifing $ XXXXXX
Payment 10/30/09 - Thank You HXXKX XX CR
Previous Balance $ XX $ XXKCKC

Rate Bifling $ XXX XX
Fuel Ad] @ 0.0XXXXXX Per KWH XK XK
Capacity Charge @ 0.0XXXXXX Per KWH HKXKX
Environmental Adj X XXXXXXX% XXXX
Transmission Adj X XXXXXKX% XAXX CR
Schoof Tax XXX XX
State Sales Tax KX AKX
Grean Pricing Optlon 2 BlocksTax XXX

Current Elactric Due $ XXX XK $ UK KX

Average onergy cost per KWH = $xo¢

USAGE:
Service Period Weler Reading
Meler Number _ Erom To. . Prev ce Pros cD
99999889 10/14/2008 111122009 XXX A KXKXX A
99999999 101472009  11/12/2009 A XA A
99999999 10/14/2008  11/12/2009  XXXXX A XX A
C - Read Code: A= Actual Reading 32 Billing Days
[iamzs T
: ISENY TG - Aval
POWWER" Ri:;‘lz:::‘:le San other side for
L Aunit ot Amiericen Electric Poveers impovtant fnformation

Multinfier Metered Usaqe
KRKKAXK XAXR KWH
KEKKRXK XXX XX KW
KRKKKKK KXKKX KVYARH

Next Reading Dale 12/16/09

(Cont’d on Sheet No. 2-14)
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TERMS AND CONDITIONS OF SERVICE (Cont’d)

Large Commercial and Induestrial Bill Form — Page 2

Account Number
— 039-959-690-0-9

Page 2 of 2

Send Inguliles Tos

PO BOX 244
CANTON, OR 44701 4401
039-099.899-9-9 CYC 01

Month Usage Month Usage Month Usage Month Usage Month Usage Month Usage
Nov 08 17,500 Jan 0930,100 Mar 0921,700 May 09 22,400 July 09 32,200 SeptQ9 43,400
Dec 08 22,400 Feb 0923,800 Apr0822,400 Jun 0926900 Aug09 30,100 Oct0g 41,300
Average Monihly Usage: 2766 KWH Total Usage (Past 12 Months): 333200 KWH

ADJUSTED USAGE
Power Factor Comip Meler
Metered Usaga Power Faclor Constant Multiplier Billing Usage
XRXXK KWH
XXX XX KW
XXXXX KVARH
Contract Capacity = KXRX High Prev Demand = On-Pk
Off-Pk

KPCo MESSAGES
Visit us at weaw KenluckyPower.com

i Rales Availabla

i on Requssio Seo other side for
i

{mportant informatian

]

b e UNI Of Americatt Electiic Eah’cr‘

DATE OF ISSUE _ December 29,2009 DATE EFFECTIVE Service rendered on and after January 29, 2010

ISSUED BY E. K. WAGNER DIRECTOR OF REGULATORY SERVICES ~ FRANKTFORT. KENTUCKY
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P.5.C. ELECTRIC NO.9

CAPACITY AND ENERGY CONTROL PROGRAM

The Company’s Capacity and Energy Control Program consists of:

L

1L

318

Procedures During Abnormal System Frequency
Capacity Deficiency Program
Energy Emergency Control Program

A copy of the Company’s Emergency Operating Plan was filed with the Kentucky Public Service Commission on May 1, 2008 in
Administrative Case No. 353 in compliance with the Commission’s Order dated January 20, 1995.

I. PROCEDURES DURING ABNORMAL SYSTEM FREQUENCY

A, INTRODUCTION
Precautionary procedures are required to meet emergency conditions such as system separation and operation at subnormal
frequency. In addition, the coordination of these emergency procedures with neighboring companies is essential. The AEP
program, whiclt is in accordance with ECAR Document 3, is noted below.
1B. PROCEDURES AEP/PIM
1.  From 59.8 ~ 60.2 Hz to the extent practicable utilize all operating and emergency reserves. The manner of utilization of these
reserves will depend greatly on the behavior of the System during the emergency. For rapid frequency decline, only that
capacity on-line and antomatically responsive to frequency (spinning reserve), and such items as interconnection assistance
and load reductions by automatic means are of assistance in arresting the decline in frequency.
If the frequency decline is gradual, the Generation/Production Optimization Group, particularly in the deficient area, should
invoke non-automatic procedures involving operating and emergency reserves. These efforts should continue until the
frequency decline is arrested or until automatic load-shedding devices operate at subnormal fiequencies.
2. At59.75Hz
a.  Suspend Automatic Generation Control (AGC)
b.  Notify Interruptible Customers to drop load
3. At59.5 Hz automatically shed 5% of System internal load, excluding interruptibles, by relay action. (25 cycle, 42 sce. dolay)
4. At 39.4 Hz automatically shed an additional 5% of System internal load, excluding interruptibles, by relay action.
(25 cycle, .42 sec. delay)
5.  At59.3 Hz automatically shed an additional 5% of System internal [oad, excluding interruptibles, by relay action.
(25 cycle, .42 sec. delay)
6. At59.1 Hz automatically shed an additional 5% of System internal load, excluding interruptibles, by relay action.
(25 cycle, .42 sec. delay)
7. At 59.0 Hz automatically shed an additional 5% of System internal load, excluding interruptibles, by relay action,
(25 cycle, .42 sec. delay)
8. At 58.9 Hz automatically shed an additional 5% of System internal load, excluding interruptibles, by relay action.
(25 cycle, .42 sec. delay)
9. At 58.2 Hz automatically trip the D.C. Cook Nuclear Units 1 and 2.
10. At 58.0 Hz or at generator minimum turbine off~frequency value, isolate generating unit without time delay.
If at any time in the above procedure the decline in arca frequency is arrested below 59.0 Hz, that part of the System in the low
frequency area should shed an additional 10% of its initial load. If, after five minutes, this action has not returned the area
frequency to 59.0 Hz or above, that part of the System shall shed an additional 10% of its remaining load and continue to repeat in
five-minute intervals until 59.0 Hz is reached. These steps must be completed within the time constraints imposed upon the
operation of generating units. (Cont’d on Sheet No. 3-2)
DATE OF ISSUE December 29, 2009 DATE EFFECTIVE  Service rendered on and after January 29, 2010

ISSUED BY _E. K. WAGNER _ DIRECTOR OF REGULATORY SERVICES FRANKFORT. KENTUCKY
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P.S.C. CLECTRIC NO.9

CAPACITY AND ENERGY CONTROL PROGRAM (Cont’d)
I}, CAPACITY DEFICIENCY PROGRAM
A. PURPOSE
To provide a plan for full utilization of emergency capacily resources and for orderly reduction in the aggregate customer demand
on the American Blectric Power (AEP)East/PIM Eastern System {n the cvent of a capacity deficiency.
13, CRITERIA

Tho poals of AEP areis to safely and reliably operate the interconnected networlk in order to avoid widespread system oulages as a

consequence of a major disturbance, Precautionary procedures including maintaining Daily Opeorating Reserves, as specified in

ECAR document 2, and PJM Manual M13, will assist in avoiding serious emergency conditions such as system separation and

operation at abnormal frequency. However, adequate Daily Operating Reserves cannot always be maintained, so the vse of

additional emergency measures tay be required. A Capacity Deficiency is a shortage of generation versus load and can be caused
by generating unit outages and/or extreme internal load requirements,
C.  AEPEAST/PJM PROCEDURES

(unote: the following section contains excerpts from PIM Manual —M13)

PIM is responsible for determining and declaring that an Einergency is expected to exist, exists, or has ceased to exist in any part of

the PIM RTQ or in any other Control Area that is interconnected directly or indirectly with the PIM RTO. PIM directs the

operations of the PIM Members as necessary to manage, allocate, or alleviate an emergency.

©  PJM RTQ Reserve Deficiencies — If PIM determines that PIM-scheduled resources available for an Operating Day in
combination with Capacity Resources operating on a self-scheduled basis are not sufficient to maintain appropriatc reserve
levels for the PTM RTO, PIM performs the following actions:

@ Recalls energy from Capacity Resources that otherwise deliver to loads outside the Control Area and dispatches that energy Lo
serve foad in the Control Area.

@ Purchases capacity or energy from resources outside the Control Arca. PIM uses its best efforts to purchase capacity or cnergy
at the lowest prices available at the time such capacity or cnergy is needed. The price of any such capacity or energy is not
considered in determining Locational Marginal Prices in the PIM Energy Market. The cost of capacily or energy is allocated
among the Market Buyers as described in the PTM Manual for Operating Agreement Accounting (M-28)

The AEP System Control Center will be referred to as SCC and the AEP Production Optimization Group will be referred to as

POG.

CAPACITY SHORTAGES

PIM is responsible for monitoring the operation of the PTM RTO, for declaring the existence of an Emergency, and for directing

the operations of the PTM Member as necessary to manage, alleviate, or end an Emergency. PIM also is responsible for transferring

energy on the PIM Members behalf to meet an Emergency. PIM is also responsible for agreements with other Control Areas
interconnected with the PJM RTO for the mutual provision of service to meet an Emergency.

Exhibit [ illustrates that there are three gencral levels of emergency actions for capacity shortapes:

o alerts

o warhings

s actions

ALERTS

The intent of the alerts is to keep all affected system personnel aware of the forecast and/or actual status of the PIM RTO. All alerts

and cancellation thereof are broadcast on the “ALEL~CALL” system and posted to selected PIM web sites to assurce that all members

receive the same information.

Alerts are issued in advance of a scheduled load period to allow sufficient time for members to prepare for anticipated initial

capacity shortages.

(Cont’d on Sheet No.3-3)
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P.S.C. ELECTRICNO.9

CAPACITY AND ENERGY CONTROL PROGRAM (Cont’d)

AEP Fast/PIM. Procedures (cont’d)

Alerts(Cont’d)

Maximum Emergency Generation Alert
The purpose of the Maximum Emergency Generation Alert is to provide an early alext that system conditions may require the use of the
PIM emergency procedures, It is implemented when Maximum Emergency Generation is called into the operating capacity.

Primary Reserve Alert
The purpose of the Primary Reserve Alert is to alert members of the anticipated shortage of operating reserve capacity for a future

critical period. Tt is implemented when estimated operating reserve capacity is less than the forecast primary reserve requirement.

Voltage Reduction Alert
The purpose of the Voltage Reduction Alert is to alert members that a voltage reduction may be required during a future critical period.
It is implemented when the estinmated operating reserve capacity is less than the forecast spinning reserve requirement.

Voluntary Customer Load Curtailment Aler(

The purpose of the Voluntary Customer Load Curtailment Alert is to alert members of the probable future need to implement a
voluntary customer load curtailment. It is implemented whenever the estimated operating reserve capacity indicates a probable future
need for voluntary customer load curtailment.

Warnings

Warnings are issued during present operations to inforim members of actual capacity shortages ov contingencies that may jeopardize the
reliable operation of the PTM RTO. The intent of warnings is to keep all affected system personnel aware of the forecast and/or actual
status of the PJM RTO. All warnings and cancellations are broadcasted on the “ALL-CALL” system and posted to selected PIM web
sites to assure that all members receive the same information.

Primary Reserve Watning

The purpose of the Primary Reserve Waining is to warn members that the available primary reserve is less than required and present
operations are becoming critical. It is implemented when available primary reserve capacity is less than the primary reserve requirement,
but greater than the spinning reserve requirement, after alf available secondary reserve capacity (except restricted maximum emergency
capacity) is brought to a primary reserve status and emergency operating capacity is scheduled from adjacent systems.

Voltage Reduction Warning & Reduction of Non-Critical Plant Load

The purpose of the Voltage Reduction Warning & Reduction of Non-Critical Plant Load is to warn members that the available spinning
reserve is less than the Spinning Reserve Requirement and that present operations have deteriorated such that a voltage reduction may
be required. It is implemented when the available spinning reserve capacity is less than the spinning reserve requirement, after all
available secondary and primary reserve capacity {except resiricted maximum emergency capacity) is brought to a spinning reserve
status and emergency operating capacity is scheduled from adjacent systems.

Manual Load Dump Warning

The purpose of the Manual Load Dump Warning is to warn members of the increasingly critical condition of present operations that
may require manually dumping load. It is issued when available primary rescrve capacity is less than the largest operating generator or
the loss of a transmission facility jeopardizes reliable operations after all other possible measures are taken to increase reserve. The
amount of load and the location of areas(s) are specified.

Actions

The PIM RTO is normally loaded according to bid prices; however, during periods of reserve deficiencies, other measures must be
taken to maintain system reliability. These measutes involve:

o  Loading generation that is restricted for reasons other than cost

o Recalling non-capacity backed off-system sales

e  Purchasing emergency energy from participants / smrounding pools

a  Load relief measures

{Cont’d on Shect No. 3-4)
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CAPACITY AND ENERGY CONTROL PROGRAM (Cont’d)

AEP East/PJM Procedures (Cont’d)
Actions (Cont’d)

The procedures to be used under these circumstances are described in the general order in which they are applied. Due to system
conditions and the time required to obtain results, PIM dispatcher may find it necessary to vary the order of application to achicve the
best overall system reliability. Issuande and cancellation of emergency procedures are broadcast over the “ALL~-CALL” and posted to
selected PTM web sites. Only affected systems take action. PIM dispatcher broadcasts the current and projected PIM RTO status
periodically using the “ALL-CALL” during the extent of the implementation of the emergency procedures.

Maximum Emergency Generation
The purpose of the Maximum Emergency Generation is to increase the PIM RTO generation above the maximum economic level. Ttis

implemented whenever generation is needed that is greater than the highest incremental cost level,

Load Management Curtailments (ALM)

Steps 1 and 2 (PIM Control)

The purpose of the Load Management Curtailments, Steps 1 and 2, is to provide additional load relief by using PIM controllable load
management programs, Steps 1 and 2 are differentiated only by the expected time to implement. Load relief is required after initiating
Maximum Emergency Generation.

Step 1; Short Time Frame to Implement (1 Hour or Less)
e PIM dispatcher requests members to implement Load Management Curtailment, Step 1.

Step 2: Long Time Frame To Implement (Greater Than 1 Hour)
o PJM dispatcher requests members to implement Load Management Curtailment, Step 2.

Steps 3 and 4 (SCC Control)
The purpose of the Local Control Center Programs of Load Management Curtailments, Steps 3 and 4, is to provide additional foad relief
by requesting use of Local Control Center [oad management programs.

Load Reduction Program
The purpose of the Load Reduction Action is to request end-use customers to reduce load during emergency conditions.

Voltage Reduction
The purpose of Voltage Reduction during capacity deficient conditions is to reduce load to provide a sufficient amount of reserve to

maintain tie flow schedules and prescrve limited energy sources, A curtailment of non-essential building load is implemented prior to or
at this same time as a Voliage Reduction Action. It is implemented when load relief is still needed to maintain tie schedules.

Note: Voltage reductions can also be implemented to increase transmission system voltage.

Note: Curtailment of non-essential building load may be implemented prior to, but not later
than, the same time as a voltage reduction.

Curtailment of Non-Essential Building Toad
The purpose of the Curtailment of Non-Essential Building Load is to provide additional load relief, to be expedited prior
to, but no later than the same time as a voltage reduction.
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AEP East/PIJM Procedures (cont’d)

Actions

Vohumtary Customer Load Curtailment

The purpose of the Voluntary Customer Load Curtailment (VCLC) is to provide further [oad relicf. It is implemented when the
estimated peak load minus the relief expected from curtaitment of non-essential building load and a 2.5% - 5% voltage reduction is
greater than operating capacity.

PIM/SCC —Public Appeal to conserve electricity usage

Manual Load Dump
The purpose of the Manual Load Dump is to provide load relief when all other possible means of supplying internal PIM RTO load have

been used to prevent a catastrophe within the PIM RTO or to maintain tie schedules so as not to jeopardize the reliability of the other
interconnected regions, It is implemented when the PIM RTO cannot provide adequate capacity to meet the PJM RTO’s load or
critically overloaded transmission lines or equipment cannot be relieved in any other way and/or low frequency operation occurs in the
PIM RTO, parts of the PIM RTO, or PIM RTO and adjacent Control Areas that may be separated as an island,

Addendum to Manual Load Dump Procedures

AFEP understands that PIM intends to implement these curtailment protocols consistent with the agreements that PJM entered into in
Kentucky and Virginia, in Stipulations approved by the Kentucky Public Service Commission and Virginia State Corporation
Commission (with modifications) in Case No. 2002-00475 and Case No. PUE-2000-00550, respectively.

Capacity Deficiency Summary

A summary of the emergency alerts, warning and actions, together with the typical sequence and the method of communication, are
presented in the following Table If1-2 on Tariff Sheet No. 3-6.

(Cont’d on Shect No. 3-6)
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Communications Description
PIM-POG via All-Call SCQ/POG review s.cheduled or actual
. N N maintenance affecting capacity or
Maximum Emergency Generation PJM~$CC via All-Call critical transmission to determine if it EEA1
SCC-ThC can be deferred or cancelled
ol PIM-POG via All-Cali
o Primary Reserve PJM-SCC via All-Call (Same as above)
= SCC-TRC
N PJM-SCC via All-Call SCCITDCG to identify stations for
Voltage Reduction SCC-TRG Voltage Reduction
. PJIM-POG via All-Call .
Voluntary Customer Load Curfailment PIM-SCC via All-Call Not Applicable
. SCC/POG ensure that all deferrable
Pri R Ej%'ggg \\/Iilaa/lilill:g:ll: maintenance or testing affecting
rimary heserve ¢ capacity or critical transmission is
SCC-TbC
halted.
POG to
. I PJIM-POG via All-Call SCC to inform TDC {o man Voltage reduce plant
X‘,’.{?agfpﬁ‘e‘jt”f“‘)g & Reduction of Non~ | o jap 50C via All-Call Reduction Stations & prepare for load.
fitical Fant Loa SCC-TDC Voltage Reduction {See Table
jo)) 11-4)
% PJV-SCC via All-Call Manual &
ot SCC- POG-Environmental Lifting of Environmental Restrictions Automatic
@ | Manual Load Dump Services ( See Table lll-5) Load
= SCC-TDC-DDC Shedding
a. Obtain permission fo SCCTDC will
exceed opacity limits review local
. . b. Obtain permission fo computer
M:&?oﬂingti?gﬁ;m a exceed heat input limits procedures
becomes ﬁecessa . Obfain pemmission to and man
V. exceed river temperature manual load
limits shedding
stations
Supplemental Oil & Gas Firing;
" - : PJM-POG via All-Call Operate Generator Peakers; See Table HI-
Maximum Emergency Generation PJM-SCC via All-Call Emergency Hydro; 3
Extra Load Capability
Load Management Curtailment (ALY géi\él—?ggéna AlkGal gtﬁ? 31267 Mws — 1 hr, 249 Mws — (DOEE;e;Zmrt)
L.oad Reduction Program PJM-SCC via All-Call Not Applicable
Volt Reducti PJM-SCC via All-Call Initiate Voltage Reduction - AEP/PJM
oltage Reduction SCC -TDC & SCC - POG — 64 Mws
Issued
Curtailment of Nen-Essential Building gjm:ggg \‘I[;: ﬁ\zlll:((‘;:]? Initiate curtailment of AEP building gfnfgc;ﬁ' same
SCC- Building Services load - 4.4 Mws Voltage
Reduction
. PJIM-POG via All-Call . EEA 3
- Voluntary Gustomer Load Curtaitment PUM-SCC via All-Call Not Applicable (DOE Report}
g SCC — Corporate a. Radio and TV alert to 2% of AEP
2 Communications general public Internal Load
i b. Call to Industrial and 1276 Mws - 1
Public Appeal _ , .
(may be issued at any stage of the Action 282 ‘ F?{t)xétomer Services Commercial Customers 2r320 Vs 2
hr
c. Municipal and REMC 7% of Cust.
SCC-TDRC Customers Load
PJIM-SCC via All-Call
Manusl Load Dum SCC-POG-Environmental PJM Alfocation based on deficient
anual Laad bump Services zones
SCC-TDC-DDC
a. Lift Environmental (regains
Restrictions on units curtailed
generation)
b. Selected distribution
customers (manual load Execute MLD
curtailment)
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Energy Emergency Alert Levels (reference NERC Appendix 5C)

1.

Alert | -~ All available resources in use.

Circumstances:

o

Control Area, Reserve Sharing Group, or Load Serving Entity foresees or is experiencing conditions where all
available resources are committed to meet firm Ioad, firm {ransactions, and reserve commitments, and is concerned
about sustaining its required Operating Reserves, and

Non-firm wholesale energy sales (other than those that are recallable to meet reserve requirements) have been
curtailed.

Alert 2 - Load management procedures in effect.

Circumstances:

<3

Control Area, Reserve Sharing Group, or Load Serving Entity is no longer able to provide its customers’ expected
energy requirements, and is designated an Energy Deficient Entity.

Energy Deficient Entity foresees or has implemented procedures up to, but excluding, interruption of firm load

commitments. When time permits, these procedures may include, but are not limited to:

o Voltage reduction

e Emergency Curtailable Service

o Public appeals to reduce demand

o Interruption of non-firm end use loads in accordance with applicable contracts, for emergency, not economic
Teasons

o Demand-side management

o Utility load conservation measures

During Alert 2, The Reliability Coordinators, Control Areas, and Energy Deficient Entities and AEP have the
following responsibilities:

2.1 Notifying other Control Areas and Market Participants.

2.2 Declaration Period. The Energy Deficient Entity shall update the Reliability Coordinator of the situation at a
minimum of every hour until the Alert 2 is terminated.

2.3 Share information on resource availability,
2.4 Bvaluating and mitigating transmission limitations.
2.4.1 Notification of ATC adjustments.
2.4.2  Availability of generation redispatch options.
2.4.3 Bvaluating impact of cuirent Transmission Loading Relief events,
2.4.4 Initiating inquiries on reevaluating Operating Security Limits.

2.5 Coordination of emergency responses. The Reliability Coordinator shall comnmnicate and coordinate the
implementation of emergency operating responses.

2.6 Energy Deficient Entity actions. Before declaring an Alert 3, the Energy Deficient Entity must make
use of available resources, This includes but is not limited to:

2.6.1  All available generation units are on line. All generation capable of being on line in the time frame of
the emergency is on line including quick-start and peaking units, regardless of cost.

2.6.2 Purchases made regardless of cost. All firm and non-firm purchases have beeqn made, regardless of cost.
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Energy Emergency Alert Levels (reference NERC Appendix 5C) (Cont’d)

2.6.3 Non-firm sales recalled and contractually interruptible loads and DSM curtailed. All non-firm sales have
becn recalled, contractually interruptible retail loads curtailed, and Demand-side Management activated
within provisions of the agreements,

2,64 Operating Reserves, Operating reserves are being utilized such that the Energy Deficient Entity AEP is
carrying reserves below the required minimum or has initiated emergency assistance through its operating
reserve sharing program.

3. Alert3 - Firm load interruption imminent or in progress.

Circumstances:
o  Control Area or Load Serving Entity foresecs or has implemented firm load obligation interruption. The available
energy to the Energy Deficient Entity, as determined from Alert 2, is only accessible with actions talken fo increase
transmission transfer capabilities.

3.1 Continue actions from Alert 2.

3.2 Declaration Period. The Energy Deficient Entity shall update the Reliability Coordinator of the situation at a
minimum of every hour until the Alert 3 is terminated.

3.3 Use of Transmission short-time limits,

3.4 Reevaluating and revising Operating Security Limits.

3.4.1 AEP Energy Deficient Entity obligations. The deficient Control Area or Load Serving Entity must agree
that, upon notification from its Reliability Coordinator of the situation, it will immediately take
whatever actions are necessary to mitigate any undue risk to the Interconnection. These actions may
include load shedding.

3.42 Mitigation of cascading failures, The Reliability Coordinator shall use his best efforts to ensure that
revising Operating Security Limits would not result in any cascading failures within the
Interconnection.

3.5 Returning to pre-emergency Operating Security Limits. Whenever energy is made available to an Energy
Deficient Entity such that the transmission systems can be returned to their pre-emergency Operating Security
Limits, the Control Area Coordinator Energy Deficient Entity shall notify its respective Reliability Coordinator
and downgrade the Alext,

3.5.1 Notification of other parties. Notifications will be made via Oasis and the RCIS.

3.6 Reporting. Any time an Alert 3 is declared, the Control Area Coordinator Energy Deficient Entity shall
complete the report listed in NERC Appendix 9B, Section € and submit this report to ifs respective Reliability
Coordinator within two business days of downgrading or termination of the Alert. Upon receiving the report,
the Reliability Coordinator shall review it for completeness and immediately forward it to the NERC staff for
posting on the NERC web site. The Reliability Coordinator shall present this report to the appropriatc NERC
Sub-committes Reliability Coordinator Working Group at its next scheduled meeting,

4. Alert 0 - Termination. When the Energy Deficient Entity believes it will be able to supply its customers” energy requirements,
it shall request of his Reliability Coordinator that the EEA be terminated.

4.1 Notification.
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CAPACITY AND ENERGY CONTROL PROGRAM

ENERGY EMERGENCY CONTROL PROGRAM

A, INTRODUCTION

The purpose of this plan is to provide for the reduction of the consumption of electric energy on the American Electric Power
Company System in the event of a severe coal fuel shortage, such as might result from a general strike, or severe weather,

B. PROCEDURES

In the svent of a potential severe coal shortage, such as one resulting from a general coal strike, the following steps will be
implemented. These steps will be carried out to the extent permitted by contractual commitments or by order of the regulatory
autherities having jurisdiction.

A, To be initiated when system fuel supplies are decreased to 70% of normal target days’ operation of coal-fired generation and a
continued downward trend in coal stocks is anticipated:

1.

2

Optimize the use of non-coal-fired generation to the extent possible.

For individual plants significantly under 750% of normal minimum target days’ supply, review the prudence of
miodifying economic dispatching procedures to conserve coal.

If necessary discontinue all economy sales to neighboring utilities.

Curtail the use of energy in company offices, plants, ete., over and above the reductions already achieved by current in-
house conservation measures.

B. To be initiated when system fuel supplies are decreased to 60% of normal target days’ operation of coal-fired generation and a
continued downward trend in coal stocks is anticipated:

1. Substitute the use of il for coal, as permitted by plant design, oil storage facilities, and oil availability.

2. Discontinue all economy and short-term sales to neighboring utilities.

3. Limit emergency deliveries fo neighboring utilities fo situations where regular customers of such utilities would
otherwise be dropped or where the receiving utility agrees to return like quantities of energy within 14 days.

4. Curtail electric energy consumption by customers on Interruptible contracts to a maximum of 132 hours of use at contract
demand per week.

5. Purchase energy from neighboring systems to the extent practicable.

6. Purchase encrgy from industrial customers with generation facilities to the extent practicable.

7. Through the use of news media and direct consumer contact, appeal to all customers (retail as well as wholesale) to
reduce their nonessential usce of electric energy as much as possible, in any case by at least 25%.

8. Reduce voltage around the clock to the extent feasible.

9. The Company will advise customers of the nature of the mandatory program to be introduced in C below, through direct
contact and mass media, and establish an effective means of answering speeific customer inquiries concerning the impact
of the mandatory program on electricity availability. y:
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IH. ENERGY EMERGENCY CONTROL PROGRAM(Cont’d)

B. PROCEDURES (Cont’d)

C. To be initiated -~ in the order indicated below -- when system fuel supplics are decreased to 50% of normal target days’
operation of coal-fired generation plants and a continued downward trend in coal stocks is anticipated:

1. Discontinue emergency deliveries to neighboring utilities unless the receiving utility agrees to return like quantities of
energy within seven days.

2. Request all customers, retail as well as wholesale, to reduce their nonessential use of electric energy by 100%.

3 Request, through mass communication media, curtailment by all other customers a minimum of 15% of their electric use.
These uses include lighting, air-conditioning, heating, manufacturing processes, cooking, refrigeration, clothes washing
and drying and any other loads that can be curtailed.

4, All customers will be advised of the mandatory program specified below in D.

D. To be initiated when system fuel supplies are decreased to 40% of normal target days’ operation of coal-fired generation and a
continued downward trend in coal stocks is anticipated:

1. Implement procedures for curtailment of service to all customers to a minimum sexvice level that is not greater than that
required for protection of human life and safety, protection of physical plant facilities and employees’ security. This step
asks for curtailment of the maximum load possible without endangering life, safety and physical facilities,

2. All customers will be advised of the mandatory program specified below in E.

E. To be initiated when system fuel supplies are decreased to 30% of normal target days’ operation of coal-fired generation and a
continued downward trend in coal stocks is anticipated:

Implement procedurcs for interruption of selected distribution circuits on a rotational basis, while minimizing — to the extent
practicable — interruption to facilities that arc essential to the public health and safety. (See Section I, Step 14.)

F. The Ernerpgy Emergency Control Program will be terminated when:

1. The AEP System’s remaining days of operation of coal-fired generation is at least 40% of normal target days® opetation,
and

2. Coal deliveries have been resumed, and

3. There is reasonable assurance that the AEP System’s coal stocks are being restored to adequate levels,

With regard to mandatory curtaitments identified in Items C, D, and E above, the Company proposes to monitor compliance after
the fact. A customer exceeding his electric allotment would be warned to curtail his usage or face, upon continuing noncompliance and
upon one day’s actual written notice, disconnection of efectric service for the duration of the energy emergency.
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STANDARD NOMINAL VOLTAGES
The voltage available to any individual customer shall depend upon the voltage of the Company’s lines serving
the area in which customer Is provided service,

Electric service provided under the Company’s rate schedules will be 60 hertz alternating current delivered from
various load centers at nominal voltages and phases as avaifable in a given location as folfows:

SECONDARY DISTRIBUTION VOLTAGES,

Residential Service

Single phase 120/240 volts three wire or 120/208 volts three wire on network system.

General Service - All Except Residential

Single-phase 120/240 volts three wire or 120/208 volts three wire on netwoik system. Three-phase 120/208 volts
four wire on network system, 120/240 volts four wire, 240 volts three wire, 480 volts three wire and 277/480 volis

four wire.

PRIMARY DISTRIBUTION VOLTAGES.

The Company’s primary distribution voltage levels at load centers are 2,400; 4,160Y; 7,200, 12,470Y, 19,900
and 34,500Y.

SUBTRANSMISSION LINE VOLTAGES,

The Company’s sub transmission voltage levels are 19,900; 34,500; 46,000; and 69,000.

TRANSMISSION LINE VOLTAGES,

The Company’s transmission voltage levels are 138,000; 161,000; 345,000; and 765,000.
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TARIFF F.A.C.
(Fuel Adjustment Clanse)

APPLICABLE,

To Tariffs R.S. Experimental R.§.T.0.D. 2, R.S.-L.M.-T.0.D. R.S.-T.0.D., 8.G.S., Experimental 8.G.S. T.0.D. M.G.S,,
M.GS.-T.0.D., L.G.S., L.G.5. T.0.D.,, QP, CILP-T.O.D, C8-LRP, MW, OL., and S.L.

RATE.

1. The fuel clause shall provide for periodic adjustment per kwh of sales equal to the difference between the fuel
costs per kwh of sales in the base period and in the current period according to the following formula:

Ty - F(b
Adjustment Factor = S (m) S (b)

Where F is the expense of fossil fuel in the base (b) and current (m) periods; and S is sales in the base (b) and current
(m) periods, all as defined below:

2. F(b)/S(b) shall be so determined that on the effective date of the Commission’s approval of the utility’s
application of the formula, the resultant adjustment will be equal to zero (0).

3. Fuel costs (F) shall be the most recent actual monthly cost oft

a. Fossil fuel consumed in the utility’s own planis, and the utility’s share of fossil and nuclear fuel
consumed in jointly owned or leased plants, plus the cost of fuel which would have been used in plants
suffering forced generation or transmission outages, but less the cost of the fuel related substitute
generation, plus

b.  The actual identifiable fossil and nuclear fuel costs [if not known--the month used to calculate fuel (F),
shall be deemed to be the same as the actual unit cost of the Company generation in the month said
calculations are made. When actual costs become known, the difference, if any, between fuel costs (F)
as calculated using such actual unit costs and the fuel costs (F) used in that month shall be accounted
for in the curvent month’s calculation of fuel costs (F)] associated with energy purchased for reasons
other than identified in paragraph (c) below, but excluding the cost of fuel related to purchases to
substitute the forced outages, plus

¢.  The net energy cost of energy purchases, exclusive of capacity or demand charges (irrespective of the
designation assigned to such fransaction) when such encrgy is purchased on an cconomic dispatch
basis, Included therein may be such costs as the charges for economy energy purchases and the charges
as a result of scheduled outage, all such kinds of energy being purchased by the Company to substitute
for its own higher cost energy; and less

d.  The cost of fossil fuel recovered through intersystem sales including the fuel costs refated to economy
energy sales and other energy sold on an economic dispatch basis.

e, All fuel costs shall be based on weighted average inventory costing.

4, TForced outages are all nonscheduled losses of generation or transmission which require substitute power for a
continuous period in excess of six (6) hours. Where forced outages are not as a result of faulty cquipment, faulty
manufacturer, faully design, favlty installations, faulty operation, or faulty maintenance, but are Acts of God,
riot, inswrrection or acts of the public enemy, then the utility may, upon proper showing, with the approval of the
Commission, include the fuel costs of substitute energy in the adjustment, Until such approval is obtained, in
making the calculations of fuel costs (F) in subsection (3)(a) and (b) above, the forced ountage costs to be
subtracted shall be no less than the fuel cost related to the [ost generation.
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10.

i,

13.

TARIFF F.A.C. (Cont’d)
(Fuel Adjustment Clause)

Sales (S) shall be all lewl’s sold, excluding intersystem sales. Where, for any reason billed system sales cannot be
coordinated with the fuel costs for the billing period, sales may be equated to the sum of (i) generation, {ii} purchases,
(iif) interchange in, less (iv) cnergy associated with pumped storage operations, less (v) intersystem sales referred to
in subsection (3)(d) above, less (vi) total system loss. Utility used energy shall not be excluded in the determination
of sales (S).

The cost of fossil fuel shall include no items other than the invoice price of fuel {ess any cash or other discounts. The
invoice price of fuel includes the cost of the fuel itself and necessary charges for transportation of the fuel from the
point of acquisition to the unloading point, as listed in Account 151 of FERC Uniform System of Accounts or Public
Utilities and Licensees.

At the time the fuel clause is initially filed, the utility shall submit copies of each fossil fuel purchase contract not
otherwise on file with the Commission and all other agreements, options or similar such documents, and all
amendments and modifications thereof related to the procurement of fuel supply and purchased power. Incorporation
by reference is permissible. Any changes in the documents, including price escalations, or any new agreements
entered into after the initial submission, shall be submitted at the time they are entered into. Where fizel is purchased
from utility-owned or controlled sources, or the contract contains a price escalation clause, those facts shall be noted
and the utility shall explain and justify them in writing., Fuel charges, which are unreasonable, shall be disallowed
and may result in the suspension of the fuel adjustment clavuse. The Commission on its own motion may investigate
any aspect of fuel purchasing activities covered by this regulation.

Any tariff filing whicli contains a fuel clause shall conform that clanse with this regulation within three (3) months of
the effective date of this regulation. The tariff filing shall contain a description of the fuel clause with detailed cost

support.

The monthly fuel adjustment shall be filed with the Commission ten (10) days before it is scheduled to go into effect,
along with all the necessary supporting data o justify the amount of the adjustments, which shall include data, and
information as may be required by the Commission.

Copies of all documents required to be filed with the Comumission under this regulation shall be open and made
available for public inspection at the office of the Public Service Commission pursuant to the provisions of
KRS61.870 to 61.884.

At six (6) month intetvals, the Commission will contduct public hearings on a utility’s past fuel adjustments. The
Commission will order a utility to charge off and amortize, by means of a temporary decrease of rates, any adjustment
it finds unjustified due to improper calculation or application of the charges or improper fucl procurement practice.
Every two (2) years following the initial effective date of each utility fuel clause, the Comimission in a public hearing
will review and evaluate past operations of the clause, disallow improper expenses, and to the extent appropriale,
reestablish the fuel clause charge in accordance with Subsection 2.

Resulting cost per kilowatt-hour in June 2008 to be used as the base cost in Standard Fuel Adjustment Clause fs:

Fuel- June2008=§$16,138,627 = $0.02840/kcwh
Sales  June 2008 568,162,000

This, as used in the Fuel Adjustment Clause, is $2.840 cents per kilowatt-hour.

Puysuant to the Public Service Commission Order dated June 11, 2009 in Case No. 2008-00518, the fuel adjustment charge
rate for the month of May 2009 and June 2009 usage to be billed in the month of July 2009 and August 2009, respectively
shall be calculated using the base fuel cost of 2.124 ¢/kWh. Thereafter the fuel adjustment base cost shall be 2.840 ¢/kWh.
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TARIEF R.S.
(Residential Service)

AVAILABILITY OF SERVICE.

Available for full domestic electric service through 1 meter fo individual residential customers including rural residential customers
engaged principally in agricultural pursuits.

RATE. (Tariff Codes 015, 017, 022)
SEIVICE CIIATES..vvv.svroorecssisssesssmrsnsrsssisemnssesssssnsrenmmnssersennenne | 39566 § 8,00 per month (1)
Energy Charge: .. e PP ON F191¢ 10.044¢ per KWH (1)

MINIMUM CHARGE.
This tariff is subject to a minimum monthly charge equal to the Service Charge.

FUEL ADJUSTMENT CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH
caleulated in compliance with the Fuel Adjustment Clause confained in Sheet Nos, 5-1 and 5-2 of this Tariff Schedule.

SYSTEM SALES CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calcufated
in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule.

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE.

Bills computed according to the rates set forth herein will be increased by an Experimental Demand-Side Management Adjustment:
Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos.
22-1 and 22-2 of this Tariff Schedule.

ENVIRONMENTAL SURCHARGE,

Bills conmputed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment
based on a percent of revenue in compliance with the Environmental Surcharge confained in Sheet Nos, 29-1through 29-5 of the
Tariff Schedule.

TRANSMISSION ADJUSTMENT, ()

Bills computed according to the rates set Torth herein will be increased or decreased by a Transmission Adjustment based on a
percent of revenue in compliance with the Transmission Adjustment contained in Sheet Nos, 35-1 and 35-2 of the Tariff Schedule.

CAPACKYY CHARGE,

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calcufated in
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 of this Tariff Schedule.

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE.

Applicable to all residential customers. Bills computed according to the rates set forth hercin shall be increased by a HEAP charge
of 10¢ per meter per month and shall be showi on the residential customers bill as a separate line item. The Home Energy

Assistance Program charge will be applied to all residential electvic bills rendered duriug the billing cycles commencing April 2006 (1)
and continue until otherwise directed by the Public Service Comumission.

DELAVED PAYMENT CHARGE,

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts 1ot so paid, an additional charge (T}
of 5% of the unpaid balance will be made.

(Cont’d on Sheet No. 6-2)

DATE OF ISSUE December 29, 2009  DATE EFFECTIVE _Services rendered on and after January 29, 2010

ISSUED BY E. K. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Oxder of the Public Service Commnission in Case No. 2009-00459 dated
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KENTUCKY POWER COMPANY Page 32 of 142 Original _Sheet No.

Canceling Sheet No.
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|

P.S.C.ELECTRICNO. 9

TARIFF R.S. (Cont’d)
(Residential Service)

STORAGE WATER HEATING PROVISION,

This provision is withdrawn except for the present instalfations of current customers receiving service hereunder at premises
served prior to April 1, 1997.

If the custonier installs a Company approved storage water heating system which consumes elecirical energy only during off-peak hours ag
specified by the Company and stores hot water for use during on-peak hours, the following shall apply:

Tariff Code
012 (a) For Minimum Capacity of 80 gallons, the Iast 300 KWH of use in any month shall be billed at 3:853¢ 5.015¢ per KWEL
013 (b) For Minimum Capacity of 100 gallons, the last 400 KWII of use in any month shafl be billed at 3.853¢ 5.015¢ per KWH,
014 (¢) For Minimum Capacity of 120 gatlons or greater, the last 500 K'WH of use in any month shall be billed at 3-853¢
5.015¢ per KWH.

These provisions, however, shall in no event apply to the first 200 KWH used in any montl, which shall be billed in accordance
with the “Monthly Rate” as set forth above.

For purpose of this provision, the on-peak billing period is defined as 7:00A.M. to 9:00P M. for all weekdays, Monday through Friday. The
off-peak billing period is defined as 9:00PM to 7:00AM for all weekdays and all hours of Saturday and Sunday,

The Company reserves the right to inspect at all reasonable times the storage water heating system and devices which qualify the residence for
service under the storage water heater provision, and fo ascertain by any reasonable means that the time-differentiated load characteristics of
such devices meet the Company’s specifications. If the Company finds that in its sole judgment the availability conditions of this provision
are being violated, it may discontinue billing the Customer under this provision and commence billing under the standard monthly rate.

This provision is subject to the Service Charge, the Fuel Adjustment Clause, the System Sales Clause, the Demand-Side Management Clause,
the Bnvironmental Surcharge, the Capacity Charge, Transmission Adjustment and the Residential HEAP Charge factors as stated in the above
monthly rate.

LOAD MANAGEMENT WATER-HEATING PROVISION.  (Tariff Code 011)

For residential customers who install a Company-approved load management water-heating systen: which consumes elecirical
energy primaiily during off-peak hours specified by the Company and stores hot water for usé during on-peak hours, of minimum capacity of
80 gallons, the last 250 KWH of use in any month shall be billed at 3:853¢ 5.015¢ per KWIH.

This provision, however, shall in no event apply to the first 200 KWH used in any nionth, which shall be billed in accordance with the
“Monthly Rate” as set forth above.

For the purpose of this provision, the on-peak billing period is defined as 7:00 AM. to 9:00 P.M, for all weekdays, Monday through Friday.
The off-peak billing period is defined as 9:00 P.M, to 7:.00 A M. for all weekdays and alf hours of Saturday and Sunday.

The Company reserves the right to inspect at all reasonable times the load management water-heating system(s) and devices

which qualify the residence for service under the Load Management Water-Heating Provision. If the Company finds that, in its sole
judgment, the availability conditions of this provision are being violated, it may discontinue bifling the Customer under this provision and
commence billing under the standard monthly rate.

This provision is subject to the Service Charge, the Fuel Adjustment Clause, the System Sales Clause, the Demand-Side Management Clause,
the Environmental Surcharge, the Capacity Charge, Transmission Adjustment and the Residential HEAP Charge factors as stated in the above
monthly rate.

SPECIAL TERMS AND CONDITIONS.
This tariff is subject to the Company’s Terms and Conditions of Service.

This service is available to rural domestic customers engaged principally in agricuitural pursuits where service is taken through one meter
for residential purposes as well as for the usual fartmn uses ouiside the home, but it is not extended to operations of a
commcrcial nature or operations such as processing, preparing or distributing products not raised or produced on the farm,
unless such operation is incidental to the usual residential and farm uses.

(Cont’d on Sheet No. 6-3)

DATE OF ISSUE  December 29, 2009 DATE BEFFECTIVE  Scrvice rendered on and after January 29, 2010

ISSUED BY _E. K. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated

L T o

—~—

(T)

(1)

(1)
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P 4 .
age 33 of 142 Original Sheet No .6-3

Canceling _______ SheetNo. 6-3

KENTUCKY POWER COMPANY

P.S.C. ELECTRICNO. 9

TARIFF R.S.(Cont’d)
(Residential Service}

SPRCIAL TERMS AND CONDITIONS, (Cont'd)

"This tariff is available for single-phase service only, Where 3-phase power service is required and/or where motors or
heating equipment are used for commercial or industrial purposes, another applicable tariff will apply to such service.

The Company shall have the option of reading meters monthly or bimonthly and rendering biils accordingly, When bills
are rendered bimonthly, the mininmm charge and the quantity of KWH in each block of the rates shall be multiplied by
two.

Pursuant to 807 KAR 5:041, Section 11, paragraph (1), of Public Service Commission Regulations, the Company will {(m)
make an extension of 1,000 feet or less to its existing distribution line without charge for a prospective permanent
residential customer served under this R.S, Tariff.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service
under Tariff COGEN/SPP 1 or by special agreement,

DATE OF ISSUE  December 29, 2009 DATE EFFECTIVE _Service rendered on and afler January 29. 2010

ISSUED BY EK, WAGNER __DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by autherity of an Order of the Public Service Commission in Case No. 2009-00459 dated
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KENTUCKY POWER COMPANY Page 34 of 142 Original Sheet No. 6-4
Canceling Sheet No. 6-4

P.S.C. ELECTRICNO. 9

TARIFF R.S. - L.M. - T.0.D.
(Residential Service Load Management Thne-of-Day)

AVAILABILITY OF SERVICE.

Available to customers eligible for Tariff R.8. (Residential Service) who use energy storage devices with time-differentiated foad
characteristics approved by the Company which consume clectrical energy only during off-peak hours specified by the Company
and store energy for use during on-pealc hours.

Households eligible to be served under this tariff shalt be metered through one single-phase multiple-register meter capable of
measuring electrical cnergy consumption during the on-pealk and off-peak billing periods.

RATE. (Tariff Codes 028, 030, 032, 034)

SEIVICE CHARZE vversvroerricerensmemmscsmsosssinssmassmeminsssss s soesebsatsssansnns $ 836 $10.65 per month (1)
Energy Charge:

All KWH used during on-peak billing period.... 1366 ¢ 16,4364 per KWH (1)
All KWH used during off-peak billing period -3:853 ¢ 5.015¢ per KWH (1)

For the purpose of this tariff, the on-peak billing period is defined as 7:00 A.M. to 9:00 P.M. for all weekdays, Monday through
Friday. The off-peak period is defined as 9:00 P.M. to 7:00 A.M. for all weekdays and all howrs of Saturday and Sunday.

CONSERVATION AND EOAD MANAGEMENT CREDIT.

Feor 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 of 9:00P M. and 7:00A.M. for all days of the week, each residence will be
oredited 0.745¢ per KWH for all energy used during the off-peak billing period, for a total of 60 monthly billing periods following
the installation and use of these devices in such residence.

MINIMUM CHARGE.

This tariff is subject to a minimum monthly charge equal to the Service Charge.

FUEL ADJUSTMENT CLAUSE.,

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH
caleulated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule.

SYSTEM SALES CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated
in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Taviff Schedule.

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by a Demand-Side Management Adjustment
Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos.
22-1 and 22-2 of this Tariff Schedule.

ENVIRONMENTAL SURCHARGE.

Bills computed according to the rates set forth herein will be inereased ov decreased by an Environmental Surcharge adjustment
based on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1through 29-5 of this
Tariff Schedule.

(Cont’d on Sheet No. 6-5) ]

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE Service rendered on and after January 29, 2010

ISSUEDBY E.K. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated
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KENTUCKY POWER COMPANY Page 35 of 142 Qriginal Sheet No, 6-3
Canceling Sheet No. 6-5

P.S.C. ELECTRIC NO. 9

TARIFE R.S.-L.M.-T.0.D. (Cont’d)
(Residential Service Load Management Time-of-Day)

TRANSMISSION ADJUSTMENT, ()

Bills computed according to the rates sct forth herein will be increased or decreased by a Transmission Adjustment based on
a percent of revenue in compliance with the Transmission Adjustment contained in Sheet Nos. 35-1 and 35-2 of the Tariff
Schedule.

CAPACITY CHARGE,

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 of this Tariff Schedule.

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE,
Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a2 HEAP
charge of 10¢ per meter per month and shall be shown on the residential customers bill as a separate line item, The Home (r)

Energy Assistance Program charge will be applied to all residential electric bills rendered during the billing cycles
commencing April 2006 and continue until otherwise directed by the Public Service Commission.

DELAYED PAYMENT CHARGE,

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional
charge of 5% of the unpaid balance will be made.

SEPARATE METERING PROVISION.

Customers who use electric thermal storage space lieating and water heaters which consume energy only during off-peak
hours specified by the Company, or other automatically controlled load 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 management devices separately metered. The scrvice charge for the separate meter shall be $3.00 per
month,

SPECIAL TERMS AND CONDITIONS.,

This tariff is subject to the Company’s Terms and Conditions of Service.

The Company reserves the right to inspect at all reasonable times the energy storage and load management devices which
qualify the residence for service and for conservation and load management credits under this tariff, and to ascertain by any
reasonable means that the time-differentiated load characteristics of such devices meet the Company’s specifications. If the
Company finds, thal in its sole judgment, the availability conditions of this tariff are being violated, it may discontinue
billing the Customer under this tariff and commence billing under the appropriate Residential Service Tariff.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service
under Tariff COGEN/SPP I or by special agreement with the Company.

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE Service rendered on and after January 29, 2010

ISSUED BY __ E.K. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No, 2009-00459 dated
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Page 36 of 142 Original Sheet No. 6-6

Canceling ___ SheelNo. 6-6

KENTUCKY POWER COMPANY

P.S.C. ELECTRICNO. 9

TARIFF R.S. - T.0.D.
(Residentinl Serviee Time-of-Day)

AVATLABILITY OF SERVICE,

Available for residential clectric service through one single-phase multiple-register meter capable of measwiing clecliical energy
consumption during the on-peak and off-peak billing periods to individual residential customers, including residential customers
engaged principally in agricultural pussuits. Availability is limited to the first 1,000 customers applying for service under this tariff.

RATE. (Taritf Code 036)

BErVICE CHALEE. wvrvoes wrecnrrcorencromnercosmssessnssnncnsicresvinncncecnnraned 5730 h10.65 per month
Energy Charge:
All KW used during on-peals hilling period....ovarnn v H366-¢-16.436¢ per KWH

All KWH used during off-peak billing period........ coveina 3:853-4-5.015¢ per KWH

For the purposc of this tariff, the on-peak billing period is defined as 7:00A M. to 9:00P.M. for all weekdays, Monday through Friday. The
off-peak period is defined as 9:00P M. to 7:00A M. for all weekdays and alf hours of Saturday and Sunday.

MINIMUM CHARGE,

‘This tacit¥ is subject to a minimum monthly charge equal to the Service Charge.

FUEL ADJUSTNENT CLAUSE,

Bills computed according to the rates set forth herein wilf be increased or decreased by a Fuel Adjustment Factor per KWH caleulated in
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of ihis Tariff Schedule.

SYBTEM SALES CLAUSE,

Bill computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per ICWH caleulated in
compliance with the System Sales Clause contained in Sheet Nos, 19-1 and 19-2 of this Tari{f Schedule.

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment Clause
Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 and 22-2
of this Tariff Schedule.

ENVIRONMENTAL SURCHARGI:,

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment based on a
percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 28-1 through 29-5 of this Taift’
Schedule.

TRANSMISSION ADJUSTMEONT.

Bills computed according to the rates set Torth herein will be increased or decreased by a Transmission Adjustment based on a
percent of revenge in compliance with the Transmission Adjustment contained in Sheet Nos. 35-1 and 35-2 of the Tariff Schedule.

CAPACITY CHARGE,

Bills computed according to the rates set fosth herein will be increased by a Capacity Charge Factor per KWH caleufated in compliance
with the Capacity Charge Tariff contained in Sheet No. 28-1 of this Tariff Schedule.

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE

Applicable to all residential customers. Bills computed accarding to the rates sct torth herein shall be increased by a HEAP charge of 104
per meter per month and shall be shown on the residential customers” bill as a separate line iter. The Home Energy Assistance Program
charge will be applied Lo all residential electiic bills rendered duting the billing cycles commencing April 2006 and continue until othenwise
directed by the Public Service Commission.

(Cont’d on Sheet No. 6-7)

DATE OF ISSUE  December 29, 2009 DATE EFFECTIVE  Service rendered on and after January 29, 2010

ISSUED BY _EJX. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS
Issued by authority of an order of the Public Service Conunission in Case No, 2009-00459 dated

(1)

—

(N)

(r)
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Page 37 of 142 Original Sheet No. 6-7

Canceling Sheet No. 6-7

KENTUCKY POWER COMPANY

P.S.C. ELECTRICNO. 9

TARIFE R.S. - T.0.D. (Cont*d)
(Residential Service Time-of-Day)

DELAYED PAVMENT CHARGE,

This tariff {s due and payable in full on or before the duc date stated on the bill. On all accounts not so paid, an additional
Charge of 5% of the unpaid balance will be made.

SPECIAL TERMS AND CONBITIONS.

“This tariff is subject to the Company’s Terms and Conditions of Service.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under
Tariff COGEN/SPP I or by special agreement with the Company.

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE  Service rendered on and after Yanuary 29. 2010
ISSUED BY B, WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT. KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated
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Canceling Sheet No. 6-8

KENTUCKY POWER COMPANY

P.S.C.ELECTRICNO. 9

TARIFF R.8. - T.0.D.2
(Experimental Residential Service Time-of-Day 2)

AVAILABILITY OF SERVICE.

,
Available on a voluntary, experimental basis to individual tesidential customers for residential clectric service through one
single-phase, multi-register meter capable of measuring electiical cnergy consumption during variable pricing periods.
Availability is limited to the first 500 customers applying for service under this tariff.

RATE. (Taiitf Code 027}

SEIVICE CRANEE .o crvrereierioneeseeseanenisnssesasesvscsstanncns sosmsansorsts s sarasesassnssrens e eve e et s $ 71.55 per month
Energy Charge:

All KWH used during Summer on-peak billing period ..., 13.059¢ per KWH
ANLIKWH used during Winter on-peak billing period 15.645¢ per KWH

AJLKWE used dusing off-peak iling period ... ooooeoroese e 87704 per KWH

For the purpose of this tariff, the ou-peak and off-peal billing periods shall be defined as follows:

Months On-Pealc Off-Peak

Approximate Percent (%) 16% BA%

Of Annual Hours

Winter Period:

November 1 to March 31 7:00 AM. to 11:00 AM. 11:00 AM. to 6:00 P.M.
6:00 P.M. to 10:00 P.M. 10:00 P.M. 1o 7:00 A.M.

Summer Period:

May 15 to September 15 Nouou to 6:00 P.M. 6:00 P.M. to Noon

All Other Calendar Periods None Midnight to Midnight

NOTE: All KWH consumed during Saturday and Sunday are billed at the oft-peak level

MINIMUM CHARGE.

This tariff is subject to a minimum monthly charge equal to the Scrvice Charge.

FURL ADJUSTMENT CLAUSE.

Bills computed according to the rates set forth herein will be increased or decreased by a Fuet Adjustment Factor per KWH
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule.

SYSTEM SALES CLAUSE.

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWi
caleulated in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule.

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by a Demand-Side Management
Adjustment Clause Factor per KWH calculated in complisnce with the Demand-Side Management Adjustment Clause
contained in Sheet Nos. 22-1 and 22-2 of this Tariff Schedule, unless the costomer is an industrial who has elected to opt-out
in accordance with the terms pursuant to the Conunission’s Order in Case No. 95-427.

{Cont’d on Sheet No. 6-9)

DATE OF ISSUE December 29, 2009 DATE BFFECTIVE__ Service rendered on and after January 29, 2010

ISSUED BY _E.K. WAGNER _DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRISS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated

(™)
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Canceling____ SheetNo. 6-9

KENTUCKY POWER COMPANY

P.S.C.ELECTRICNO. 9

TARIFF R.S.-T.0.D.2 (Coni’d)
{(Experimental Residential Service Time-of-Day 2)

ENVIRONMENTAL SURCHARGE.,

Bills computed according to the rates sct forth herein will be increased or decreased by an Environmental Surcharge Adjustment based (w)
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos, 29-1 through 29-5 of this Tariff

Schedule.

TRANSMISSION ADJUSTMENT.

Bills computed according to the rates set forth herein will be increased or decreased by a Transmission Adjustment based on a percent
of revenue in compliance with the Transmission Adjustment contained in Sheet Nos. 35-1 and 35-2 of the Tariff Schedule.

CAPACITY CHARGE.

13ills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH caleulated in compliance
with the Capacity Charge Tariff contained in Sheet No. 28-1 of this Tariff Schedule.

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE.

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of
10¢ per meter per month and shall be shown on the residential customers bill as a separate fine item. The Home Encrgy Assistance
Program charge will be applied to all residential electric bills rendered during the billing cycles commencing April 2006 and continne
until otherwise directed by the Public Service Commission.

DELAYED PAYMENT CHARGE.

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of
5% of the unpaid balance will be made.

SPECIAL TERMS AND CONDITIONS.

This tariff is subject to the Company’s Terms and Conditions of Service.

This tarilf is available for single-phase, residential service. Where the residential customer requests three-phase service, this tariff will
apply if the residential customer pays to the Company the differcnce between constructing single-phase service and three-phase
service. Where motors or heating equipment arc used for commereial or industrial purposes, the applicable general service tariff will
apply to such service.

Customers with PURPA Section 210 qualifying cogeneration and/or stall power productions facilities shall take service under Tarift
COGEN/SPP L or by special agreement with the Company. (™)

DATE OF 1SSUE December 29, 2009 DATE BFFECTIVE__ Service rendered on and after January 29, 2010

ISSUED BY _E.XK. WAGNER __DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Otder of the Public Service Commission in Case No. 2009-00459 dated
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Page 40 of 142 Original _Sheet No, 7-1

Canceling _ Sheet No. 7-1

KENTUCKY POWER COMPANY

P.S.C. ELECTRIC NO. 9

TARIFY 8.G.S.
(Smali General Sexvice)
AVAILABILITY OF SERVICE,

Available for gencral service to customers with average monthly deniands less than 10 K'W and maximum monthly demands of less than 15
KW (exchuding the demand served by the Load Management Time-of-Day provisions),

RATE. (Tariff Codes211,212)
SerVICE CRAIEE. e e v vamvisiisermsrinscaies ot samsr e s sen s rom s $ 11.50 per month
Energy Charge:
First 500 KWH per month
All Qver 500 KWII per month. ...

10:013 ¢ 13.170¢ per KWH
5004 ¢ 8 ]74¢ per KWH

MINIMUM CHARGE.

This tariff is subject to a minimum monthly charge equal to the Service Charge.

FUEL ADJUSTMENT CLAUSE,

Bills computed according fo the rates set forth herein will be increased or dececased by a Fuel Adjustment Factor per KWH ealculated in
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule.

SYSTEM SALES CLAUSE,

Bills computed according to the rate set forth herein will be inereased or decreased by a System Sales Factor per KWH calculated in
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule.

DEMAND-SIDE MANAGLEMENT ADJUSTMENT CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjusiment Clause
Factor per KWH caleulated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 and 222
of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pursuant to the
Comumission’s Order in Case No, 95-427,

ENVIRONMENTAL SURCHARGE,

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff
Schedule.

TRANSMISSION ADJUSTMENT,

Bills computed according to the rates set forth hercin will be increased or decreased by a Transmission Adjustment based on a percent of
revenus in compliance with the Transmission Adjustment eontained in Sheet Nos. 35-1 and 35-2 of the Tariff Schedule.

CAPACITY CHARGE,

Rills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWII calculated in compliance
with the Capacity Charge Tariff contained in Sheet No. 28-1 of this Tariff' Schedule.

DELAYED PAYMENT CHARGE.

This tariff is due and payable in full on or before the duce date stated on the bill. On all accounts not so paid, an additional
Charge of 5% of the unpaid balance will be made.

(Cont’d on Sheet No. 7-2)

DATE OFR ISSUE December 29, 2009 DATE EFFECTIVE  _Service rendered on and after January 29. 2010

ISSUED BY E.K. WAGNER _DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated

(1)
(1)

(W)

(1)
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KENTUCKY POWER COMPANY Page 41 of 142 Original Sheet No. 7-2
Canceling __ SheetNo. 7-2

P.S.C. ELECTRIC NO. 9

TARIFF 8.G.S. (Cont’d.)
(Small General Serviee)

LOAD MANAGEMENT TIME-OF-DAY PROVISION.

Available to customers who use energy storage devices with time-differentiafed load characteristics appioved by the Company which consume
electrical energy only during off-pealc hours specified by the Company and store energy for use during on-peak hours, and who desire to receive
service under this provision for their total requirements.

Customers who desire to separately wire theiv load management load to a time-of-day meter and their generat-use load to a standard meter shall
receive service for both under the appropriate provision of this tariff.

RATE, (Tariff Code 225)

Service Charge........... R e ceaeseae e bbb ahatnn s n e $15.10 per month
TFnergy Charge:
All KWH used during on-peak billing period......covvveeiicnces 13:416 ¢ 16.473¢ per KWH (1)

All KWH used during off-peak bitling period . 3883 ¢ 5.015¢ per KWH (1)

For the purpose of this tariff, the on-peak billing period is defined as 7:00 A M. to 9:00 P.M. for all weekdays, Monday through
Friday. The off-peak billing period is defined as 9:00 P.M. to 7:00 A M. for all weekdays and all hours of Saturday and Sunday.

TERM OF CONIRACT.

The Company shall have the right to require contracts for periods of onc year or longer.
OPTIONAL UNMETERED SERVICE PROVISION.

Available to customers who qualify for Tariff SGS and use the Company’s service for commercial purposes consisting of small fixed electric loads
such as traffic signals and signboards which can be served by a standard service drop from the Company’s existing secondary distribution system.
This service wil} be furnished at the option of the Company.

Each separate service delivery point shall be considered a contract location and shall be separately billed under the service contract, In the event
one Customer has several accounts for like service, the Company may meler one account fo determine the appropriate kilowatt-hour usage
applicable for each of the accounts.

‘The Customer shall furnish switching equipment satisfactory to the Company. The Custonier shall notify the Company in advancs of every change
in connected load, and the Company reserves the right to inspect the customer’s equipnient at any time to verify the actual foad. In the event of the
customer’s failure to notify the Company of an increase in load, the Company reserves the right to refuse fo serve the contract location thereafter
under this provision, and shall be entitled to bill the customer retroactively on the basis of the increased load for the full period such load was
connected or the earliest date allowed by Kentucky statute whichever is applicable.

Calculated energy use per month shall be equal to the contract capacity specified at the contract location times the number of days in the billing
period times the speoified hours of operation. Such calculated energy shall then be billed at the following rates:

RATE, (Tariff Codes 204 (Metered), 213 (Unmetered))

Customer Charge. .o ovvvmevmsinirmnr s et s e b eeaes $ 7.50 per month

Energy Charge:
First 500 KWH per month...ceeinieeimnsmnsrinnenne 20:883 ¢ 13.170¢ per KWH (1)
All Over 500 KWH per month..c e eieoicnneinnvenns 5994 ¢ 8.174¢ per KWH (1)

SPECIAL TERWMS AND CONDITIONS,

This tariff is subject to the Company’s Terms and Conditions of Service.

Customer with PURPA Section 210 qualifying cogeneration and/or small power praduction facilities shall take service under Tariff COGEN/SPP I

or by special agreement with the Company.
(Cont’d on Sheet No, 7-3)

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE _ Service rendered on and after January 29, 2010

ISSUEDBY _E. K. WAGNER _ DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Qrder of the Public Service Commission in Case No. 2009-00459 dated
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Page 42 of 142 Original Sheet No. 7-3

Canceling Sheet No. 7-3_

KENTUCKY POWER COMPANY

P.S.C. ELECTRICNO. 9

TARIFF S.G.8. - T.0.D.
(Experimental Small General Service Time-of-Day Service)

AVAILABILITY OF SERVICI.

Available on a voluntary, experimental basis for gencral service (o customers with [2-month average demands less than 10 kW through
one single-phase, multi-register meter capable of measuring electrical energy consumption during variable pricing periods.
Availability is limited to the first 500 customers applying for service under this (ariff

RATE. (Tariff Code 227)

SCEVICE CHAFEE v oreeomraencmsacsereneccesmane essansasaes oo aa et on e oinvanesnme e nesanin v ronsnene +anee 8 15,05 per montly

Energy Charge:
AN KWH used during Sunumer on-peak billing period . ..o i 14.202¢ per KWH
Al KW uscd during Winter on-peak billing period ... 16.259¢ per KWH

All KWH used during off-peak billing period ......oviiis iiiiiieie . 9.258¢ per KWH

FFor the purpose of this tariff, the on-peak and off-peak billing periods shall be defined as follows:

Months On-Peak Off-Peak
Approximate Percent (%0) 16% 84%

Of Annual Hours

Winter Period:

November 1 to March 31 7:00 AM. to 11:00 A M. [1:00 AM. to 6:00 P.M,
6:00 P.M. to 10:00 P.M. 10:00 P.M. to 7:00 A.M

Summer Period;

May 15 to September [5 Noon to 6:00 P.M. 6:00 P.M. to Noon

All Other Calendar Periods None Midnight to Midnight

NOTE: All KWH consumed during weekeuds are billed at the off-peak level.

MINIMUM CHARGE,

This tariff is subject to a minimum monthly charge equal to the Service Charge.

FUEL ADJUSTMENT CLAUSE.

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated
in compliance with the Fuel Adjustiment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule,

SYSTEM SALES CLAUSE.,

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH caleulated in
compliance with the System Sales Clause contained in Sheet Nos, 19-1 and 19-2 of this Tarifl Schedule.

DEMAND-SIDE MANAGEMENY ADJUSTMENT CLAUSE,

Bills computed according to the rates set forth herein will be increased by a Demand-Side Management Adjustment Clause Factor per
KWIH catculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 and 22-2 of this
Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pursuant o the
Commission’s Order in Case No, 95-427.

(Cont’d on Sheet No. 7-4)

DATE QRISSUE December 29, 2009 DATE EFFECTIVE Service rendered on and after January 29. 2010

ISSURD BY E.K. WAGNER DIRECTOR OF REGULATORY SERVICES = FRANKFORT, KENTUCKY
NAME TITLE ADDRIESS

Tssued by authority of an Order of the Public Service Commission in Case No, 2009-00459 dated

(N)
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KENTUCKY POWER COMPANY Page 43 of 142 Qriginal Sheet No, 7-4
Canceling Sheet No. 7-4

P.S.C. ELECTRICNO. 9

TARIFE 8.G.S.-T.0.D. (Cont’d)
(Experimental Small General Service Time-of-Day)

ENVIRONMENTAL SURCHARGE. ()

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment based
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff

Schedule,

TRANSMISSION ADJUSTMENT.

Bills computed according to the vates set forth herein will be increased or decreased by a Transmission Adjustment based on a percent
of revenue in compliance with the Transmission Adjustment contained in Sheet Nos. 35-1 and 35-2 of the Tariff Schedule.

CARACITY CHARGE.,

Bitls computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance
with the Capacity Charge Tariff contained in Sheet No. 28-1 of this Tariff Schedule.

DELAYED PAYMENT CHARGHE,

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of
5% of the unpaid balance will be made.

SPECIAL TERMS AND CONDITIONS,

This tariff is subject to the Company’s Terms and Conditions of Service,

Existing customers 1nay initially choose to take service under this fariff without satisfying any requirement to remain on their current
tariff for at least 12 months.

Customers with PURPA Section 210 qualifying cogeneration and/or small power productions facilities shall tale service under Tariff
COGEN/SPP 1 or by special agreement with the Company. (M)

DATE OF ISSUE, December 29, 2009 DATE EFFECTIVE__ Service rendered on and after January 29. 2010

ISSUED BY _E. XK. WAGNER _ DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
"NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-30459 dated
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KENTUCKY POWER COMPANY Page 44 of 142 Original Sheet No. 8-1
Canceling Sheet No, 8-1
P.S.C. ELECTRIC NO. 9
TARILEF ML.G.S.

{Medium General Service)
AVAILABILITY OF SERVICE,

Available for general service to customers with average monthly demands greater than 10 KW or maximum monthly demands greater
than 15 KW, but not more than 100 KW (excluding the demand served by the Load Management Time-of-Day provision).

Exisling customers not meeting the above criteria will be permitted to continue service under present conditions only for continuous
service at the premises occupied on or prior to December 5, 1984,

RATE,
Seryice Voltage
Secondary Primary Subtransmission
Tariff Code 215,216,218 217,220 236
Service Charge per Month $13.50 $2100 $28.50 $453:00 $209.00
Demand Charge per KW $13% §1.72 5128 $1.66 $1.25 81.63
Energy Charge:
KWH equal to 200 times KW of
monthly biiling demand BA77 4 10.233¢ 7507 ¢- 9.394¢ 6933 ¢ 8.676¢
KWH in excess of 200 times KW
of monthly billing demand FI5 ¢ 8.778¢ 6HS5 ¢ 8.402¢ 6510 ¢8.147¢
MINIMUM CHHARGE,

This tariff is subject to a minimum charge equal fo the sum of the service charge plus the demand charge multiplied by 6 KW,

The minimum monthly charge for industrial and coal mining customers contracting for 3-phase service after October 1, 1959 shall be
$5:46 $7.19 per KW of monthly billing demand,

RECREATIONAL LEIGHTING SERVICE PROVISION,

Available for service to customers with demands of S KW or greater and who own and mainfain outdoor fighting facilities and
associated equipment utilized at baseball diamonds, football stadiums, parks and other similar recreational areas, This service is
available only during the hours between sunset and sunrise. Daytime use of energy under this rale is strictly forbidden except for the
sole purpose of testing and maintaining the lighting system. All Terms and Conditions of Service applicable to Tariff M.G.S.
customers will also apply to vecreational lighting customers except for the Availability of Serviee,

RATE, (Tariff Code 214}

SEIVICE CHAVEE cvvovervevisrecntisasesieinsereesesesssmsnnansemsissssssssans nsnscsmsossasesen $13.50 per month
Energy Chatge .....ccaruven. e et aas peneenoae [EETRI T8¢ 9.334¢ per KWH

FUEL ADJUSTMENT CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWIT calculated
in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule.

SYSTEM SALES CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in
compliance with (he System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Scliedule.

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment
Clause Factor per KWH caleulated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-
1 and 22-2 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms
pursuant to the Commission’s Order in Case No, 95-427.

(Cont’d on Sheet No. 8-2)

DATE OF ISSUE_ December 29, 2009 DATE OF BFFECTIVE__Service rendered on and after January 29, 2010

ISSUED BY _EXK. WAGNER _ DIRECTOR REGULATORY SERVICES FRANKFORT., KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Qrder of the Public Service Conunisston in Case No. 2009-00459 dated

(1)
(1)

(L)
(1)

(1)

(1)
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Canceling Shect No. 82

KENTUCKY POWER COMPANY

P.S.C. ELECTRICNO. 9

TARIFF M.G.S. (Cont'd.)
(Medium General Service)

ENVIRONMENTAL SURCHARGE.

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment based
on a percent of revenue in compliance with the Envitonmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff
Schedule.

TRANSMISSION ADJUSTMENT.

_Bills computed according to the rates set forth herein will be increased or decreased by a Transmission Adjustment based on a percent
of revenue in compliance with the Transmission Adjustment contained in Sheet Nos. 35-1 and 35-2 of the Tariff Schedule.

CAPACITY CHARGE.

Bills computed according to the rate set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance
with the Capacity Charge Tariff contained in Sheet No. 28-1 of this Tariff Schedule.

DELAYED PAYMENT CHARGE.,

This tariff is due and payable in fiull on or before the due date stated on the bill. On all accounts not 50 paid, an additional
charge of 5% of the unpaid balance will be made.

METERED VOLTAGE,

The retes set forth in this tariff are based upon the delivery and measurements of energy at the same voltage, thes measurement will be
made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be achicved through
the use of loss compensating equipment, the use of formulas to caleulate losses or the application of multipliers to the metered
quantities, Inn such cases, the metered KWH and KW values will be adjusted for billing purposes. If the Company elects to adjust KWH
and KW based on multipliers, the adjustiment shall be in accordance with the following:

n Measurements taken at the low-side of a customer-owned transformer will be multiplied by 1,01,

(2) Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98.
MONTHLY BILLING DEMAND,
Energy supplied hereunder will be delivered through not more than one single phase and/or polyphase meter. Customer’s demand will
Dbe taken monthly to be the highest registration of a 15-minute integrating demand meter or indicator, or the highest registration of a
thermat type demand meter. The minimum monthly billing demand shall not be less than (a) the minimum billing demand of 6 KW, or
() 60% of the greater of (1) the customer’s contract capacity in excess of 100 KW or (2) the customer’s highest previously established

monthly billing demand during the past 1§ months in excess of 100 KW,

LOAD MANAGEMENT TIME-OF-DAY PROVISION, (Tatiff Codes 223)

Available to customers wito use energy storage devices with time-differentiated load characteristics approved by the Company which
consume electrical energy only during off-peak hours specilied by the Company and store energy for use during on-peak hours, and who
desire to receive service under this provision for their total requirements.

Customers who desire to separately wire their load management load to a time-of-day meter and their generat-use load to a standard
meter shall receive service for both under the appropriate provision of this tariff.

{Cont’d on Sheet No. 8-3)

DATE OF ISSUE _December 29, 2009 DATE EFFECTIVE _Service rendered on and after January 29, 2010

ISSUED BY_E.K. WAGNER DIRECTOR OF REGULATORY SERVICES  FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No, 2009-00459 date

(N)

(r)
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KENTUCKY POWER COMPANY Page 46 of 142 Original Sheet No. 8-3
Canceling Sheet No. 8-3

P.S.C. ELECTRIC NO. 9

TARIFF M.G.S (Cont’d}
(Mediam General Service)

RATE.
Service Charge ..ovvovcenmcennnn, OOV OU PSP OU PO $3.00 permonth
Energy Charge:
All KWH used during on-peak billing period ..o 12580 ¢ 15.537¢ per KWIH (1)
AILKWH used during off-peak billing period ..o omnevininns 3970 ¢ 5.155 ¢ per KWH (1)

For the purpose of this tariff, the on-peak billing period is defined as 7:00 AM. to 9:00 P.M. for all weekdays, Monday
through Friday. The off-peak billing period is defined as 9:00 P.M. to 7.00 A.M. for all weekdays and all hours of Saturday

and Sunday.

TERM OF CONTRACT.

Contracts under this tariff will be required of customers with normal maximum demands of 500 KW or greater. Contracts
under this tariff will be made for an initial period of not less than I (one) year and shall remain in effect thercafter until either
party shall give at least 6 months® written notice to the other of the intention fo terminate the confract. The Company will
have the right to make contracts for periods of longer than 1 (one) year and to require contracts for Customers with normal
maximum demands of Iess than 500 KW,

SPECIAL TERMS AND CONDITIONS,

This tariff is subject to the Company’s Terms and Conditions of Service,

This tariff is also available to Customers having other source of energy supply but who desire to purchase standby or back-up
electric service from the Company. Where such conditions exist the Customer shall contract for the maximum demand in
KW which the Company might be required fo furnish, but no fess than 10 KW. The Company shall not be obligated to
supply demands in excess of that contracted for. Where service is supplied under the provisions of this paragraph, the billing
demand each month shall be the highest determined for the current and previous two billing periods, and the minimum
charge shall be as set forth under paragraph “Mininum Charge” above.

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps or
villages where living quarters are rented to employees and where the Customer purchases power at a single point of both
their power and camp requirements.

Customers with PURPA. Section 210 qualifying cogeneration and/or small power production facilities shall take service
under Tariff COGEN/SPP T or II or by special agreement with the Company.

{Cont’d on Sheet No. §-4)

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE _Service rendered on and after January 29, 2010

ISSUED BY __EK. WAGNER _ DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Comunission_in Case No. 2009-00459 dated
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KENTUCKY POWER COMPANY Page 47 of 142 Original Sheet No. 8-4
Canceling Sheet No. 8-4

P.S.C. ELECTRIC NO. 9

TARIFF M.G.S.-T.0.D.
(Medium General Service Time-of-Day)

AVAILABILITY OF SERVICE.

Available for general service to customers with normal maximum demands greater than 10 KW but not more than 100 KW. Availability is limited to
the first 500 customers applying for service under this taviff.

RATE, (Tariff Code 229)

SCEVICE CHATER 1uvnrseersessevanemssascans amasnnssssensrssscsesmicssssanscmsssassnsesarassassassnsssossinosens-ononns 5 1430 per month

Energy Charge:
All KWH used during on-pealc billing period v vvnvenincninnnniesnnens £2:5808 15,5374 per KWH (1)
AN KWH used during off-peak billing perfod . wmecemmreissmmssissscnanosnns 3:970¢ 5.155¢ per KW (1)

For the purpose of this taiff, the on-peak billing period is defined as 7:00 A M. to 9:00 P.M. for all weelcdays, Monday through Friday.
The off-peak billing period is defined as 9:00 P.M. to 7:00 A M. for all weekdays and all hours of Saturday and Sunday.

MINIMUM CHARGE,

This tariff is subject to a minimum mouthly charge equal fo the Service Charge.

FUEL ADJUSTMENT CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in complianee
with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule.

SYSTEM SALES CLAUSE.

Bills computed according to the rates set fortli herein will be increased or decreased by a System Sales Factor per KWH calculated in compliance with
the System Sales Clause contained in Sheet Nos, 19-1 and 19-2 of this Tariff Schedule.

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE.
Bilts computed according to the rates set forth herein will be increased by a Demand-Side Management Adjustment Clause Factor per KWH caloulated

fn complance with the Demaud-Side Management Adjustment Clause contained in Sheet Nos. 22-1 and 22-2 of this Tariff Schedule, unless the
customer is an industrial who has clected to opt-out in accordance with the terms pursuant to the Comumission’s Order in Case No, 95-427.

ENVIRONMENTAL SURCHARGE.

Bills computed according to the rates set forth hierein will be increased or decreascd by an Enviromuental Surcharge Adjustment based on a percent of
revenue in compliance with the Enviropmental Surcharge contained in Sheet Nos, 29-1 through 29-5 of this Tariff Schedule.

TRANSMISSION ADJUSTMENT,

Bills computed according to the rates set forth herein will be inoreased or decreased by a Transmission Adjustment based on a percent of revenue in
compliance with the Transmission Adjustment contained in Sheet Nog. 35-1 and 35-2 of the Tariff Schedule,

CAPACITY CHARGE.

Bills computed according to the rates set fortlh herein will be increased by a Capacity Charge Factor per KWH calcolated in compliance with the
Capacity Charge Tariff contained in Sheet No. 28-1 of this Tariff Schedule,

(Cont’d on Sheet No. 8-5)

DATE OF ISSUE ___ December 29, 2009 DATE EFRFECTIVE __ Service rendered on and after January 29, 2010

ISSUEDBY E.K. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No, 2009-00459 dated
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KENTUCKY POWER COMPANY

P.S.C. ELECTRICNO, 9

TARIFE M.G.S.-T.0.D. (Cont’d)
{Medium General Service Time-of-Day)

DELAYED PAYMENT CHARGE,

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of ()
5% of the unpaid balance will be made.

SPECIAL TERMS AND CONDITIONS.

This tariff is subject to the Company’s Terms and Conditions of Scrvice

Customers with PURPA. Section 210 qualifying cogeneration and/or stmall power productions facilities shall take service under Tariff
COGEN/SPP T or by special agreement with the Company.

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE __Service rendered on and after January 29, 2010
ISSUEDBY __EX. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT. KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service commission I Case No, 2009-00459 dated
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KENTUCKY POWER COMPANY Page 49 of 142 Original Sheet No. 9-1
Canceling . Sheet No, 9-1

P.S.C.ELECTRICNOQ. 9

TARJIFF L.G.S.
{Large General Service)

AVAILABTLITY OF SERVICE.

Available for general service to customers with normal maximum demands greater than 100 KW but not more than 1,000 KW (excluding the demand
served by the Load Management Tinie-of-Day provision).

Existing customers not meeting the above criteria will be permitied to continue service under present conditions only for continuous service at the premises
occupied on or prior to December 3, 1984,

RATE.
Service Vaoltage
Secondary DPrimary Subtransmission Transmission
Tariff Code 240, 242 244, 246 248 250
Service Charge per Month $85.00 $127.50 $535.50 $535.50
Demand Charge per KW $3:45 §4.29 $336 $4.15 $330 8400 $3:24-34.02
Excess Reactive Charge per KVA $-2.97 33.60 $2:9783.60 $2.97 $3.60 $2:9783.60
Energy Charge per KWH 63094 8.109¢ 5:604¢6.750¢ 4:339¢ 5.046¢ 41544 4.678¢
MINIMUM CHARGE.

Bills computed under the above rate are subjeet to a monthly minimum charge comprised of the sum of the service charge and the mininmm demand
charge. The minimum demand charge is the product of the demand charge per KW and the ntonthly billing demand.

FUEL ADJUSTMENT CLAUSE.

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWEH caleulated in compliance
with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Taciff Schedule.

SYSTEM SALES CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWEH caleulated in compliance
with the System Sales Clause contained i Sheet Nos. 19-1 and 19-2 of this Tariff Schedule.

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE,

Bills contputed according to the rates set forth herein will be increased or deereased by an Demand-Side Management Adjustment Clause Factor per
KWH calculated in complience with the Demand-Side Management Adjustment Clause contained jn Sheet Nos., 22-1 and 22-2 of this Tariff Schedule,
unless the customer is an industrial who has clected to opt-out in accordance with the terms pursuant to the Commission’s Order in Case No. 95-427.

ENVIRONMENTAL SURCHARGE.

Bills computed according to the raies set forth herein will be increased or decreased by an Environmental Surcharge Adjustment based on a percent of
revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Taiiff Schedule.

TRANSMISSION ADJUSTMENT,

Bills computed according to the rates set forth fierein wifl be increased or decreased by a Transmission Adjustment based on a percent of revenus
in compliance with the Transmission Adjustment contained in Sheet Nos. 35-1 and 35-2 of the Tariff Schedule,

CAPACITY CHARGE,

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH caleulated in compliance with the
Capacity Chasge Tariff contained in Sheet No. 28-1 of this Tariff Schedule,

(Cont’d. On Sheet No. 9-2)

DATE OF ISSUE __December 29, 2009 DATE EFFECTIVE _ Service rendered on and after January 29, 2010

ISSUED BY EX.WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated

(1.
(T,
(I,
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P.S.C. ELECTRIC NO. 9

TARIFY L.G.S, (Cont’d.)
(Large General Service)

DELAYED PAYMENT CHHARGE,

5% of the unpaid balance will be made.

METERED VOLTAGE,

The rates set forth in this tan{f are based upon the delivery and measurement of energy at the same voltage, thus measurement will be made at or
compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be achieved through the use of loss
compensating equipment, the use of formulas to calculate losses or the application of multipliers to the metered quantities. In such cases, the metered
KWH and KW values will be adjusted for billing purposes. If the Company elects to adjust KWH and KW based on multipliers, the adjustment shalf
be in accordance with the following:

(D Measurements taken at the low-side of a customer-owned transformer will be multiplied by 1.01.

2) Measurentents taken af the high-side of a Company-owned transformer will be multiplied by 0.98.
MONTHLY BILLING DEMAND,
Billing demand in KW shall be taken cach month as the highest 15-minute integrated peak in kilowatts as registered during the month by a 15-minute
infegrating demand meter or indicator, or at the Company’s option as the highest registration of a thermal type demand meter or indicator. The
monthly bifling demand so established shall in no event be less than 60% of the greater of (8) the customer’s contract capacity or {b) the customer’s

highest previously established monthly billing demand during the past 11 months,

DETERMINATION OF EXCESS KILOVOLT-AMPERE (KVA) DEMAND,

The maxinum KVA demand shall be determined by the use of a multiplier equal to the reciprocal of the average power factor recorded during the
billing month, leading or lagging, applied to the metered demand. The excess KVA demand, if any, shall be the amount by which the maximum
KVA demand established during the billing period exceeds 115% of the kilowatts of metered demand.

LOAD MANAGEMENT TIME-QE-DAY PROVISION.

Available to customers who use energy storage devices with time-differentiated load characteristics approved by the Company which consume
clectrical energy only during offipeak hours specified by the Company and store energy for use during on-peak hours, and who desire to receive
service under this provision for their total requirements.

Customers who desire to separately wire their load management foad to a time-of-day meter and their gencral-use load to a standard meter shall
receive service for both ander the appropriate provision of this tariff.

RATE, (Tariff Code 251)

SerVICE CHATEE  ovorirerscsisiasinseresecsinsnmiasarnnes s e cenis s eyt sraas s ensonassenesen o mmneniancn $81.80 permonth

Energy Charge:
ATl KWH used during on-peak bifling period 107834 13.727¢ per KWH
Al KWI used during off-peak billing period ... 3:942 ¢ 5.145¢ per KWH

For the purpose of this tariff, the on-peak billing period is defined as 7:00 A.M. to 9:00 P.M. for all weeledays, Monday through Friday. The off-pcak
bilting period is defined as 9:00 P M. to 7:00 A.M. for all weekdays and alf hours of Saturday and Sunday.

{Cont’d on Sheet No. §-3)

This tariff is due and payable in fult on or before the due date stated on the bill. On ail accounts not so paid, an additional charge of

DATE OF ISSUE December 29. 2009 DATE EFFECTIVE _ Service rendered on and afler Jannary 29, 2010

ISSUED BY E.K. WAGNER _ DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Tssued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated
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Canceling Sheet No. 3-3

KENTUCKY POWER COMPANY

P.S.C. ELECTRICNO. 9

TARIFF L.G.S. (Cont’d)
(Large General Service)

TERM OF CONTRACT,

Contracts under this tariff will be made for customers requiring a normal maximum monthly demand between 500 KW and
1,000 K'W and be made for an initial period of not less than 1 year and shall remain in effect thereafter until either party shall
give at least 6 months written notice to the other of the intention to terminate the contract. The Company reserves the right to
require initial contracts or periods greater than 1 year. For customers with demands less than 300 KW, a contract may, at the
Company’s option, be required.

Where new Company facilities are required, the Company reserves the right to require initial contracts for periods greater
than one year for all customers served under this tariff.

A new initial contract period will not be required for existing customers who change their contract requiremenis after the
original initial period unless new or additional facilities are required.

CONTRACT CAPACITY,

The Customer shall set forth the amount of capacity contracted for (the “contract capacity”) in an amount up to 1,000 KW.
Contracts will be made in multiples of 25 KW. The Company is not required to supply capacity in excess of such contract
capacity except with express written consent of the Company.

SPECIAL TERMS AND CONDITIONS,

This tariff is subject to the Company’s Terms and Conditions of Service,

This tariff is also available to Customers having other sources of energy supply but who desire to purchase standby or back-
up cleciric service from the Company. Where such conditions exist the customer shall contract for the maximum amount of
demaund in KW, which the Company might be required to furnish, but not less than 100 KW nor more than 1,000 KW. The
Company shall not be obligated to supply demands in excess of the contract capacity. Where service is supplied under the
provisions of this paragraph, the billing demand each month shall be the highest determined for the current and previous two
billings periods, and the minimum charge shall be as set forth under patagraph “Minimum Charge” above.

This tariff {s available for resale service to mining and industrial customers who furnish service to customer-owned camps or
villages where living quarters are rented to employees and where the customer purchases power at a single point for both his
power and camp requirements.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service
under Tariff COGEN/SPP T or II or by special agreement with the Company.

DATE OF [SSUE__ December 29, 2009 DATE EFFECTIVE Service rendered on and after January 29, 2010
ISSUED BY E.K. WAGNER DIRECTOR REGULATORY SERVICES FRANKTORT. KENTUCKY
NAME TITLE ADDRESS

Issued by avthority of an Order of the Public Service Cominission in Case No. 2009-00459 dated
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KENTUCKY POWER COMPANY Original Sheet No. 9-4

Canceling Sheet No. 94

P.5.C. ELECTRICNO. 9

TARIFR L.G.5. - T.0.D.
(Large General Service — Time of Day)
AVAILABILITY OF SERVICE,
Available for general service customers with normal maximum demands of 100 KW or greater. Customers may continue to qualify for service under this (M)
tariff until their 12-month average demand exceeds 1,000 KW . Availability is limifed to the first 500 customers applying for service under this tariff
RATE.
Service Voltage
Secondary Primary Subtransmission Transmission
Tariff Code 256 257 258 259
Serviee Charge per Month $85.00 $127.50 $535.50 $535.50
Demand Charge per KW $8.30 5 504 $ 031 $ 020
Excessive Reactive Charge per KVA  §3.60 $ 3060 § 360 § 360
On-Peak Energy Charge per KWIT 10.174¢ 8.198¢ 8.010¢ 7.934¢
Off-Peak Energy Charge per KWH 4.145¢ 3.993¢ 3.918¢ 3.881¢
Tor the purpose of this tariff, the on-peak billing period is defined as 7:00 AM. to 9:00 PM., for all weekdays Monday through Friday. The off-peak
billing period is defined as 9:00 P.M. to 7:00 A M. for all weekdays and all hours of Saturday and Sunday.
MINIMUM CHARGE.
BRills computed under the above rate are subject to a monthly minimum charge comprised of the sum of the service charge and the minimum demand
charge. The minimum demand charge is the product of the demand charge per KW and the monthly billing demand,
FUEL ADJUSTMENT CLAUSE.
Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in compliance
with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule.
SYSTEM SALES CLAUSE,
Bills computed according to the rafes set forth herein will be increased or decreased by a System Sales Factor per KWH caleulated in compliance
with the System Sales Clause contained in Sheet Nos, 19-1 and 19-2 of this Tariff Schedule.
DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE.
Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment Clause Factor per
KWH caleulated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 and 22-2 of this Tariff Schedule,
unless the customer is an industeial who has elected to opt-out in accordance with the terms pursuant to the Commission’s Order in Case No. 95-427.
ENVIRONMENTAL SURCHARGE,
Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment based on a percent of
revente in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff Schedule.
TRANSMISSION ADJUSTMENT,
Bills computed according to the rates set {orth herein will be increased or decreased by a Transmission Adjustment based on a percent of revenue
in compliance with the Transmission Adjustment contaived in Sheet Nos. 35-1 and 35-2 of the Taiiff Schedule.
CAPACITY CHARGE,
Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KW caleulated in compliance with the
Capacity Charge Tariff contained in Sheet No, 28-1 of this Tariff Schedule, {N)
(Cont’d on Sheet No. 9-5)

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE ___Service rendered on and after January 29, 2010
ISSUED BY LK. WAGNER DIRECTOR. OF REGULATORY SERVICES FRANKFORT. KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated
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KENTUCKY POWER COMPANY Original Sheet No. 9-5

Canceling Sheet No. 9-5

P.S.C.ELECTRICNO. 9

TARIFF L.G.S. - T.O.D. (Cont'd.)
(L.arge General Service - Time of Day)

DELAYED PAYMENT CHARGE. (N}

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional
Charge of 5% of the unpaid balance will be made.

METERED VOLTAGE.

‘The rates set forth in this tariff are based upon the delivery and measurement of encrgy at the same voltage, thus measurement will be made at or
compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be achieved through the use of loss
compensating equipment, the use of formulas to calculate losses or the application of multipliers to the metered quantities. In such cases, the metered
KWH and KXW values will be adjusted for billing purposes. If the Company elects to adjust KWH and KW based on multipliess, the adjustment shall
be inn accordance with the following:

€3] Measurements taken at the low-side of a customer-owned transformer will be multiplied by 1.01.

2) Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98.
MONTHLY BILLING DEMAND.
Billing demand in KW shall be taken each month as the highest 1S-minute integrated peak in kilowatts as registered during the month by a 15-minyte
integrating demand meter or indicator, or at the Company’s option as the highest registration of a thermal type demand meter or indicator. The
monthly billing demand so established shall in nio event be less than 60% of the greater of (a) the customer’s contract capacity or (b) the customer’s

highest previously established monthly billing demand during the past 11 months.

DETERMINATION OF EXCESS IMLOVOLT-AMPERE (KVA) DEMAND.

The maximum KVA demand shalf be determined by the use of a multiplier equal to the reciprocal of the average power factor recorded during the
billing month, leading or lagging, applied to the metered demand. The excess KVA demand, if any, shall be the amount by which the maximum
KVA demand established during the billing period exceeds 115% of the kilowatts of metered demand.

TERM OF CONTRACT.

Contracts under this tariff will be made for customers requiring a normal maximum monthly demand between 500 KW and 1,000 KW and be made
for an initial period of not less than | (one) year and shall remain in effect thereafler until either party shall give at least 6 months written notice to the
other of the intention to terminate the contract. The Company reserves the right to require initial contracts or periods greater than 1 (one) year. For
customers with demands less than 500 KW, a contract may, at the Company’s option, be required.

Where new Company facilities are required, the Company reserves the right to require initial contracts for periods greater than onc
year for all customers served under this tariff.

A new initial confract period will not be required for existing customers who change their contract requirements after the original
initial period unless new ot additional facilities are required. (1)

(Cont’d on Sheet No. 9-6)

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE _ Service rendered on and after January 29, 2010

ISSUED BY EKXK. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated
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KENTUCKY POWER COMPANY

P.S.C. ELECTRIC NO. 9

TARIFF L.G.S. - T.0.D. (Cont’d)
(Large General Service — Time of Day)

CONTRACT CAPACITY, (W)

The Customer shall set forth the amount of capacity contracted for (the “contract capacity”) in an amount up to 1,000 KW.
Contracts will be made in multiples of 25 KW. The Company is not required to supply capacity in excess of such coniract
capacity except with express written consent of the Company.

SPECIAL TERMS AND CONDITIONS.

This tarif is subject to the Company’s Terms and Conditions of Service.

This tariff is also available to Customers having other sources of encrgy supply but who desire to purchase standby or back-
up electric service ffom the Company. Where such conditions exist the customer shall contract for the maximum amount of
demand in KXW, which the Company might be required to furnish, but not less than 100 KW nor more than 1,000 KW. The
Company shall not be obligated to supply demands in excess of the contract capacity. Where service is supplied under the
provisions of this paragraph, the billing demand each month shall be the highest determined for the current and previous two
billings periods, and the minimum charge shall be as set forth under paragraph “Minintum Charge” above.

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps or
villages where living quarters are rented to employees and where the customer purchases power at a single point for both his
power and camp requirements.

Customers with PURPA. Section 210 qualifying cogeneration and/or small power production facilities shall take service
under Tariff COGEN/SPP T or If or by special agreement with the Company. (M)

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE _Service rendered on and after January 29, 2010

ISSUED BY EK. WAGNER _ DIRECTOR OF REGULATORY SERVICES FRANKFORT. KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No, 2009-00459 dated
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KENTUCKY POWER COMPANY

P.S.C.ELECTRICNO. 9

TARIEF Q.P.
(Quantity Power)

AVAILABILITY OF SERVICE.

Available for comnercial and industyial customers with demands less than 7,500 KW, Customers shall contract for a definite armount of electrical
capacity in kilowatts, which shall be sufficient to meet normal maxiraum requirements, but in no case shall the contract capacity be less than 1,000
Kw.

RATE, .
Service Voltage
Secondary Primary Subtransmission Trangmission
Tariff Code 356 358 359 360
Service Charge per month $276.00 $276.00 $662.00 $ 1,353.00
Demand Charge per KW
Of monthly on-peal billing demand $4328 $4.29 § 53-8 415 $8&8L $406 B4 R4 02 {R)
Of monthly off-peal excess
billing demand $-499 $9.39 $334-56.09 $088-§7.34 $ 0775122 (1)
Encrgy Charge per RKWH 32854~ 32334~ 33044 3764 (D)
First 350 KWH per KW of on-pealk (N)
billing demand 8§.220¢ 7.324¢ 5.700¢ 5.236¢
Over 350 KWII per KW of on-peak
billing demand 3.949¢ 3.800¢ 3.729¢ 3.692¢ (N)
Reactive Demand Charge for each kilovar of maxinmum
leading or lagging reactive demand in excess of
50 percent of the KW of monthly metered demand ..o e oo i SEEHKVAR 80.76/ KVAR (1)
MINIMUM DEMAND CHARGE, (M)
The minimum demand charge shall be equal to the mintmum billing demand times the following minimum demand rates:
Secondary Primary Subtranstmission Trangmigsion
819 24/KW $15.52/KW $10.23/KW $8.82/K1W

The minimum billing demand shall be the greater of 60% of the contract capacity set forth on the contract for electric seivice or 60% of the
l N

highest billing demand, on-peak or off-peak, recorded during the previous sleven months, (X)

MINIMUM CHARGE.

'This tarift is subject to a minimum charge equal to the Service Charge plus the Minimum Demand Charge.

FUELE ADJUSTMENT CLAUSE.

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in compliance
with the Fuel Adjustment Clause containted in Sheet Nog, 5-1 and 5-2 of this Tariff Schedule.

SYSTEM SALES CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH caleulated in compliance
with the System Sales Clause contained in Shest Nos. 19-1 and 19-2 of this Tariff Schedule.

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE.

Bills computed according to the rates set forth herein will be increased or decreased by a Demand-Side Management Adjustment Clause Factor pex
KWH caleulated tn compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 and 22-2 of this Tariff
Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pussuant fo the Commission’s Order in Case
No. 95-427. '

ENVIRONMENTAL SURCHARGE,

Bills computed according to the rates set forth hereln will be increased or decreased by a Surcharge Adjustment based on a percent ot revenue in
compliance with the Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff Schedule.

(Cont’d on Sheet No. 10-2}

DATE OF ISSUE  _Decempber 29, 2009 DATE EFFECTIVE Service rendered on and after January 29, 2010

ISSUED BY __E.K. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authorily of an Order of the Public Service Commission in Case No. 2009-00439 dated
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KENTUCKY POWER COMPANY Page 56 of 142 Original Sheet No. 10-2
Canceling Sheet No. 10-2

P.S.C. ELECTRIC NO. 9

TARIFF Q.P, (Cont’' &)
(Quantity Power)

IRANSMISSION ADJUSTMENT.

Bills computed according to the rates set forth herein will be increased or decreased by a Transmission Adjustment based on a percent of revenue in
compliance with tlie Transmission Adjusiment confained in Sheet Nos, 35-1 and 35-2 of the Tariff Schedule.

CAPACITY CHARGE,

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH caleulated in compliance with the Capacity
Charge Tariff contained in Sheet No, 28-1 of this Tariff Schedule.

DELAYED PAYMENT CHARGE.

‘This tariff is due and payable in fisll on or before the due date stated on the bill. On all accounts not so paid, an additional charge of 5%
of the unpaid balance will be made,

METERED VOLTAGE.

The rates set forth in this tariff are based upon the delivery and measwement of euergy at the same voltage, thus measurement will be made at or
compensated to the delivery voltage, Af the sole discretion of the Company, such compensation may be achieved througls the use of loss compensating
equipment, the use of formulas to calculate losses or the application of multiplers to the metered quantities, In such cases, the metered KWH and KVA
vatues will be adjusted for billing purposes. 1F the Company elects to adjust KWEL and KW based on nultipliers, the adjustment shall be in accordance with

the following:

) Measurements taken at the low-side of a customer-owned transfornmer will be multiplied by 1.01.
@) Measurements taken at the high-side of a Company-owned transtormer will be multiplied by 0,98,

MONTHLY BILLING DEMAND,

The on-peal billing demand in KW shall be talen each month ag the single highest 15-minute integrafed peak in KW as registered dwiing the month by a
demand meter or indicator, or, at the Company’s option, as the lrighest registration of a thermal type demand meter or indicator, but the monthly on-peak
billing demand so established shail in no event be less than 60% of the greater of {a) the Customer’s contract capacity set forth on the contract for electeic
service or (b) the customer’s highest previously established monthly billing demand during the past 11 months.

Off-peak excess billing demand in any month shall be the amount of KW by which the off-peak billing demand exceeds the on-peal billing demand for the
month.

The reactive demand in K VARSs shall be taken each month as the highest single 15-minufe integrated peak in KVARS as registered duzing the month by a
a demand meter or indicator, or, at the Company’s option, as the highest registration of a thermal type demand meter or indicator.

For the purpose of this provision, the on-pealc billing period is defined as 7:00 A.M. to 9:00 P.M., Monday through Friday. The off-peak billing period
is defined as 9:00 P.VL to 7:00 A.M. for all weeldays and afl hours of Saturday and Sunday.

TERM OF CONTRACT.

Contracts under this tariff will be made for an initial period of not less (han two years and shall remain in effect thereafter until either party shell give at least
12 months’ written notice to the other of the intention to terminate the contract. The Company reserves the right to
require initial contracts for periods greater than two years,

A new initial contract period wifl not be required for existing custowmers wiho change their contract requirements after the original initial
period unless new or additional facilitics are required.

(Cont’d on Sheet No. 10-3)

DATE OF ISSUE December 29, 2009 DATE BFFECTIVE__ Service rendered on and after January 29, 2010

ISSUED BY __E. K, WAGNER _DIRECTOR OF REGULATORY SERVICES  FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated

{N)
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Canceling Sheet No. 10-3

P.5.C, ELECTRICNO. 9

TARIFEF Q.P. (Cont’d)
{Quantity Power)

CONTRACT CAPACITY

The Customer shall set forth the amount of capacity coniracted for (“the contract capacity™) in an amount equal to or greater
than 1,000 KW but Iess than 7,500 KW; in multiplies of 100 KW. The Company is not required to supply capacity in excess of
such contract capacity except with express written consent of the Company.

SPECIAL TERMS AND CONDITIONS.

This tariff is subject to the Company’s Terms and Conditions of Service.

This taviff is available for resale service to mining and industrial Customer who furnish service to Customer-owned camps o¢
villages where living quarters are rented to employces and where the Customer purchases power at a single point for both the
power and camp requirements,

This tariff is also available to Customer having other sources of energy supply, but who desire to purchase standby or back-up
clectric s service from the Company., Where such conditions exist the Customer shall contract for the maximum amount of
demand in KW which the Company might be required fo firnish, but not less than 1,000 KW nor more than 7,500 KW. The
Company shall not be obligated to supply demands in excess of that contracted capacity. Where service is supplied under the
provisions of this paragraph, the billing demand each month shall be the highest determined for the current and previous two
billing periods, and the minimum charge shall be as set forth under paragraph “”Minimum Charge” above.

A Customer’s plant is considered as one or more buildings, which are served by a single clectrical distribution system provided
and operated by the Castomer, When the size of the Customer’s load necessitates the delivery of energy to the Customer’s plant
over more than one circuit, the Company may clect to connect its circuits to different points on the Customer’s system
irrespective of contrary provisions in Terms and Conditions of Service.

Customer with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under
Tariff COGEN/SPP II or by special agreement with the Company.

DATE OF ISSUE _December 29, 2009 DATE EFFECTIVE  Service rendered on and after January 29, 2010
ISSUED BY ___B.X. WAGNER DIRECTOR REGULATORY SERVICES — TRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No, 2009-00459 dated
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KENTUCKY POWER COMPANY

P.S.C. ELECTRICNO. 9

TARIER C.LP, - T.OD.
(Commereinl and Industriat Power - Time-of-Day)

AVAILABILITY OF SERVICE,

amount of clectrical capacity in kilowatls which shall be sufficient to meet normal maxinum requirements, but in no case shall the capacity
confracted for be less than 7,500 KW.

RATE,
Primary Subtransmission Transmission

Tariff Code 370 371 372
Service Charge per Month $276.00 $ 662:00- §794.00 $1,353.00
Demand Charge per KW

On-peak $13.79- §79.41 $10:83 81426 $035-312.88

Off-peak $3:68 §6.09 $0:98 $134 $0:84 81.21

Energy Charge per KWH 2:874¢ 3.052¢ 28498 2.994¢ 2820¢ 2.96 7¢

Reactive Demand Charge for each kilovar of maximum
leading or lagging reactive demand in cxcess of
50 percent of the KW of monthly metered demand ...c..voecoeeccnerninnenrccevisessnnennn -0:6% KVAR 80, 76/KVAR

For the purpose of this tarift, the on-peal billing period is defined as 7:00 AM to 9:00 PM for all weekdays, Monday through Friday. The
off:peals billing period is defined as 9:00 PM to 7:00 AM for all weelcdays and all hours of Saturday and Sunday.

MINIMUM DEMAND CHARGE,

The mininun demand charge shall be equal to the minimum billing demand times the following minimum demand rates:

Primary Subtransmission Transmission
$I4TFOUN $19.50 /KW SHLSQACW §14.35/KW $1032400 F12.99/K1W

The minimum billing demand shall be the greater of 60% of the contract capacity set forth on the contract for electric service or 60% of the
highest billing demand, on-peak or off-peak, recorded during the previous eleven months,

MINIMUM CHARGE,

This tariff is subject to a minimum charge equal to the Service Charge plus the Minimum Demand Charge.

FUEL ADJUSTMENT CLAUSE,

Bills computed according to {he rates set Torth herein will be increased or decreased by a Fuel Adjustment Factor per K'WE calculated in
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule.

SYSTEM SALES CLAUSE.

Bills computed according to the rates set forth herein will be incieased or decreased by a System Sales Factor per KW calculated in compliance
with the System Sales Clause contained in Sheet Nos, 19-1 and 19-2 of this Tariff Schedule.

DIMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE,

Bills computed according to the rates set forth herein will be increased or by a Demand-Side Management Adjustment Clause Factor

per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 and 22-2 of this Tariff
Schedule, unless the KWH is an industyial who has elected to opt-out in accordance with the terms pursuant to the Commission’s Order in Case
No. 95-427.

{Cont’d on Sheet No. 11-2)

Available for commercial and industrial custoniers with normal maximum demands of 7,500 KW and above. Customess shall contraet for a definite

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE Service rendered on and after Janunary 29, 2010

ISSUED BY E.K. WAGNER _DIRECTOR OF REGULATORY SERVICES FRANKFORT KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No, 2009-00439 dated

(1)

]

(1)
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KENTUCKY POWER COMPANY Page 59 of 142 Original Sheet No. 112
Canceling SheetNo. 11-2

P.S.C. ELECTRIC NO. 9

TARIFE C.IP. - T.O.D. (Cont’d.)
(Commercial and Industrial Power - Time-of-Day)

TRANSMISSION ADJUSTMENT.

Bills computed according to the rates set forth herein will be increased or decreased by a Transmission Adjusiment based on a percent of
revenue in compliance with the Transmission Adjustment contained in Sheet Nos. 35-1 and 35-2 of the Tariff Schedule.

ENVIRONMENTAL SURCHARGE.

Bills computed according to the rates set forth herefn will be increased or decreased by an Environmental Surcharge adjustment based on
.a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tavift

Schedule.

CAPACITY CHARGE,

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance
with the Capacity ChargeTariff contained fn Sheet No. 28-1 of this Tariff Schedule.

DELAYED PAYMENT CHARGE,

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of
5% of the unpaid balance will be made.

METERED VOLTAGE,

The rates set forth in this tariff are based upon the delivery and measurement of energy at the same voltage, thus measurement will be
made at or compensated to the delivery voliage. At the sole discretion of the Company, such compensation may be achieved through the
use of loss compensating equipment, the use of formulas to calculate losses or the application of multipliers to the metered quantities. In
such cases, the metered KWH and KVA values will be adjusted for billing purposes. If the Company elects to adjust KWH and XKW
based on multipliers, the adjustment shall be in accordance with the following:

(0 Measuremenis taken at the low-side of a customer-owned transformer will be multiplied by 1.01.
(2) Measurements taken at the high-side of 2 Company-owned transformer will be multiplied by 0.98.

MONTELY BILLING DEMAND.

The monthly on-peak and offpeak billing demands in KW shall be taken cach month as the highest single 15-minute integrated pealc
in KW as registered by a demand meter during (he on-peak and off-peak billing periods, respectively.

The reactive demand in KVARs shall be taken each month as the highest single 15-minute integrated pealk in KVAR’s as registered
during the mopth by the demand meter or indicator, or, at the Company’s option, as the highest registration of a thermal type demand
meter or indicator.

(Cont’d on Sheet No. 11-3)

DATE OF ISSUE December 29, 2009 DATE BEFFECTIVE  Service rendered oa and after Jaguary 29, 2010

ISSUED BY E. K. WAGNER _DIRECTOR OF REGULATORY SERVICES  FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated

(1}
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Canceling Sheet No. 11-3

P.5.C. ELECTRIC NO. 9

TARIFF C.LP. - T.0.D. (Cont’d)
(Commerecial and Industrial Power ~ Time-of-Day)

TERM OF CONTRACT.

Contracts under this tariff will be made for an initial period of not less than two years and shall remain in effect thereafler until either parly
shall give at least 12 months’ written notice to the other of the intention to terminate the contract. The Company rescrves the right to
require initial contracts for periods greater than two years,

A new initial contract period will not be required for existing customers who change their contract requirements after the original initial
period unless new or additional facilities are required.

CONTRACT CAPACITY,

The Customer shall set forth the amount of capacity contracted for (the “contract capacity”) in an amount equal to or greater than 7,500
KW, in multiples of 100 KW. The Company is not required to supply capacity in excess of such contract capacity except with express
written consent of the Company.

SPECIAL TERMS AND CONDITIONS,

This tariff is subject to the Comipany’s Terms and Coaditions of Service.

This tariff is also available to customers having other sources of energy supply, but who desire to purchase standby or back-up electric
service from the Company. Where such conditions exist the customer shall contract for the maximum amount of demand in KW which the
Company might be required to furnish, but not less than 7,500 KW. The Company shall not be obligated to supply demands in excess of the
contract for capacity. Where service is supplied under the provisions of this paragraph, the billing demand cach month shall be the highest
determined for the current and previous two billing periods, and the minimum charge shall be as set forth under paragraph “Minimum
Charge” above,

A customer’s plant is considered as one or more buildings, which are served by a single electrical distribution system provided and operated
by customer. When the size of the customer’s load necessitates the delivery of energy to the customer’s plant over more than one circuit,
the Company may elect to connect its circuits to different points on the customer’s system irrespective of contrary provisions in Terms and
Conditions of Service.

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps or villages where
living quarters are rented to employees and where the customer purchases power at a single point for both his power and camp
requirements,

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilitics shall take service uader Tariff
COGEN/SPP II or by special agreement with the Company.

DATE OF ISSUE __December 29, 2009 DATE EFFECTIVE  Service rendered on and after January 29, 2010
ISSUED BY EXK. WAGNER DIRECTOR OF REGULATORY FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No, 2009-00459 dated
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KENTUCKY POWER COMPANY Page 61 of 142 Original Sheet No 12-1
Canceling Sheet No. 12-1

P.S.C. ELECTRICNO. 9

TARIFR C.S.-LR.P.
(Contract Service - Interruptible Power)

AVAILABILITY OF SERVICE.

Available for service to customers who contract for service under one of the Company’s interruptible service options. The Company | (1)
reserves the right to limit the total contract capacity for all customers served under this Tariff to 60,000 kW,

Loads of new customers locating within the Company’s service avea or load expansions by existing customers may be offered
interruptible service as part of an economic development incentive. Such interruptible service shall not be counted toward the
limitation on total interruptible power contract capacity, as specified above, and will not result in a change to the limitation on total

interruptible power contract capacity.

CONDITIONS OF SERVICE,

The Company will offer eligible customers the option to receive service from a menu of interruptible power options pursuant to a
contract agreed to by the Company and the Cnstomer.

Upon receipt of a request from the Customer for interruptible service, the Company will provide the Customer with a written offer
containping the rates and related terms and conditions of service under which such service will be provided by the Company. If the
parties reach an agreement based upon the offer provided to the Customer by the Company, such written contract will be filed with the
Commission. The contract shall provide full disclosure of all rates, terms and conditions of service under this Tariff, and any and alf
agrecements related thereto, subject to the designation of the terms and conditions of the contract as confidential, as set forth herein.

The Customer shall provide reasonable evidence to the Company that the Customer’s electric service can be interrupted in accordance
with the provisions of the writfen agreement including, but not limited to, the specific steps to be taken and equipment to be curtailed
upon a request for interruption,

The Custotner shall contract for capacity sufficient to meet normal maximum interruptible power requirements, but in no event will ()
the interruptible amount contracted for be less than 5000 /,000 KW at any delivery point.

RATE. (Tariff Code 321)

Charges for service under this Tatiff will be set forth in the written agreement between the Company and the Customer and will
reflect a difference from the firm service rates otherwise available to the Customer.

FURL ADJUSTMENT CLAUSE.,

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KW calculated
in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule.

SYSTEM SALES CLAUSE,

Rills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated
in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule.

(Cont’d on Sheet No. 12-2)

DATE OF ISSUE December 29, 2009 DATE ERFECTIVE  Service rendered on and after January 29, 2010

ISSUED BY___ EX. WAGNER DIRECTOR OIF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Oxder of the Public Service Commission in Case No. 2009-00459 dated
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KENTUCKY POWER COMPANY Page 62 of 142 Original Sheet No 12-2
Canceling Sheet No. 122

P.8.C. ELECTRIC NO, 9

TARIFF C.S.-ILR.P.
(Contract Service - Interruptible Power) (Cont’d.)

DEMAND-SIDE MANAGEMENT ADFUSTMENT CLAUSE.

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment
Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos.
22-1 and 22-2 of this Tariff Schedule, unless the Customer is an industrial who has efected to opt-out in accordance with the terms
pursuant to the Commission’s Order in Case No. 95-427,

ENVIRONMENTAK SURCHARGE,

Bills computed according to the rates sct forth herein will be increased or decreased by an Environmental Surcharge Adjustment
based on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1through 29-5 of this

Tariff Schedule.
TRANSMISSION ADJUSTRMENT. ()

Rills computed according fo the rates set forth herein will be increased or decreased by a Transmission Adjustment based on a
percent of revenue in compliance with the Transmission Adjustment confained in Sheet Nos, 35-1 and 35-2 of the Tariff Schedule,

CAPACITY CHARGE.

Bills computed according fo the rate set forth herein will be increased by a Capacity Charge Factor per KWH calculated in
compliance with the Capacity Charpe Tariff contained in Sheet No. 28-1 of this Tariff Schedule.

DELAYED PAYMEMNT CHARGE,

This tariff is due and payable in full on or before the due date stated on the bill. On ail accounts not so paid, an additional {)
charge of 5% of the unpaid balance will be made,

TERWM OF CONTRACT

The length of the agreement and the terms and conditions of service will be stated in the agreement hetween the Company and the
Customer.

CONFIDENTIALITY

All terms and conditions of any written contract under this Tariff shall be protected from disclosure as confidential, proprietary
trade secrets, if either the Customer or the Company requests a Commission determination of confidentiality pursuant to
807 KARS:001, Section 7 and the request is granted.

{Cont’d on Sheet No. 12-3)

DATE OF ISSUE _December 22, 2009 DATE EFFECTIVE  Service rendered on and after January 29, 2010

ISSUED BY. B.K, WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT. KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Qrder of the Public Service Commission in Case No.2009-00459 dated
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KENTUCKY POWER COMPANY Page 63 of 142 Original Sheet No, 12-3

Canceling ~ Sheet No. 12-3

P.5.C. ELECTRICNO. 9

TARIFF C.S-LR.P.
{Contract Service ~ Interruptible Power) (Cont’d.)

SPECIAL TERMS AND CONDITIONS

Except as otherwise provided in the written agreement, this Tariff is subject to the Company’s Terms and Conditions of Service.

A Customer’s plant is considered as one or more buildings, which are served by a single electrical distribution system provided and
operated by the Customer, When the size of the Customer’s load necessitates the delivery of encrgy to the Customer”s plant over
more than one circuit, the Company may clect to connect iis circuits to diftevent points on the Customer’s system irrespective of
contrary provisions in Terms and Conditions of Service.

This tariff is also available to Customers having other sources of energy supply, but who desire to purchase standby ot back-up electric
service from the Company. Where such conditions exist, the Customer shall contract for the maximum amount of demand in KW,
which the Company might be required to furnish, but not less than 5;000 7,000 KW,

Customers with PURPA Section 210 qualifying cogencration and/or small power production facilities shall take service under Tariff
COGEN/SPP 11 or by special agreement with the Company.

DATE OF ISSUE  December 29, 2009 DATE EFFECTIVE  Service rendered on and after January 29, 2010

ISSUED BY. EX. WAGNER _ DIRECTOR OF REGULATORY SERVICES  FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Conmmission in Case No. 2009-00459 dated
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KENTUCKY POWER COMPANY Page 64 of 142 _Original Sheet No. 13-1
) Canceling Sheet No. 13-1

P.5.C. ELECTRIC NO. 9

TARIFF MW,
(Munieipal Waterworks)
AVAILABILITY OF SERVICE,

Available only to incorporated cities and towns and anthorized watex districts and to utility companies operating under the jurisdiction of Public
Service Commission of Kentucley for the supply of eleclric energy to waterworks systems and sewage disposal systems served under this tariff on
September 1, 1982, and only for continuous service at the premises occupied by the Customer on this date. 1f service herennder is discontinued, it
shall not again be available.

Customer shall contract with the Company Tor a reservation in capacity in kilovolt-amperes sufficient to meet with the maximum Joad, which the
Company may be required to fiumish.

RATE, (Tariff Codo 540)

Se1vice CRArZE ..o rosnesrancrecosmosasas sessassscssaneasens cvanrerereraran $22.90 permonth

Energy Charge:

AILCWH Used Per MOnth .. e cveecoanccreeeea e ccacnresesnscsssnecn oeonen o 578666 por KWH 8.380¢ per KWH (1)
MINIMUM CHARGE.
This fariff is subject fo a minimum monthly charge equat to the sum of the service charge plus $3:65 §4.57 per KVA as determined from customer’s (1)

fotal connected load.
FUEL ADJUSTMENT CLAUSE.

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWI calculated in compliance
with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule.

SYSTEM SALES CLAUSE.

Bills computed according to the rafes set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in compliance
with the System Sales Clause contained in Sheet Nos. £9-1 and 19-2 of this Tariff Schedule.

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE,

Bills computed according to (he rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment Clause Factor per
KWH calculated in compliance with the Demtand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 and 22-2 of this Tariff
Schedule, unfess the enstomer is an industrial who has elected to opt-out in accordance with the terms pursuant (o the Commission’s Order in Case

No. 95427,
ENVIRONMENTAL SURCHARGE,

Rills computed according to the rates sot forth herein will be increased or decreased by an Environmental Surcharge Adjustment based on a percent
of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff Schedule.

TRANSMISSION ADJUSTMENT, ()

Bills computed according to the rates set forth herein will be increased or decreased by a Transmission Adjustment based on a
percent of revenue in compliance with the Transmission Adjustment conteined in Sheet Nos. 35-1 and 35-2 of the Tariff Schedule.

CAPACITY CIARGE.,

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance with (he
Capacity Charge Tariff contained in Sheet No. 28-1 of this Tariff Schedule.

{Cont’d on Sheet No. 13-2)

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE  Service rendered on and after January 29, 2010

ISSUED BY _ E.K. WAGNER __ DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated
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KENTUCKY POWER COMPANY
___SheetNo. {3-2

Canceling

P.5.C. FLECTRICNO.9

TARIFF M.W. (Cont'd)
(Munieipal Waterworks)

PAYMENT.,

Bills will be rendered monthly and will be due and payable on or before the duc date stated on the bill.

TERM OF CONTRACT.

Contracts under this tariff will be made for not less than (1) onc year with self-renewal provisions for successive periods of
(1) one year cach until cither party shall give at least 60 days’ written notice to the other of the intention to discontinue at the
end of any yearly period. The Company will have the right to require contracts for periods of fonger than (1) one year,

SPECIAL TERMS AND CONDITIONS.

This tariff is subject to the Company’s Tenms and Conditions of Service.

This tariff is not available to customers having other sources of energy supply.

DATE OF ISSUE December 29, 2009 DATE EFTFECTIVE  Service rendered on and after January 29, 2010

ISSUED BY E.K. WAGNER DIRECTOR OF REGULATORY SERVICES _FRANKFORT. KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated
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Canceling Sheet No. 14-1

P.8.C. ELECTRICNO. 9

TARIFF O.L.
(Outdoor Lighting})

AVAILABILITY OF SERVICE,

Available for outdoor lighting to individual customers in locations where municipal street lighting is not applicable.

RATE.
A OVERHEAD LIGHTING SERVICE
Tariff
Code
1. Hligh Pressure Sodinm (1)
094 100 watts (9,500 LUMICOs) .o coan s evivrracnrennns e $ 18 $10.00 per lamp :
113 150 wats ( 16,000 Lumens)........ $ 820-$71.30 per lamp (1)
097 200 watts { 22,000 Luniens)..... ..$140:85- $74.00 per lamp (1)
103 250 watts { 28,000 Lumens), $14.00 per lamp {N)
098 400 watts { 50,000 LUMBNSEY vvcron o voreroresecrmserensensanne 5 H633 $22.15 per lamp (1)
2. Mercury Vapor (1
093+ 175 Watts {7,000 LUKIEHS). corerreerreesoesrerrs e $ 2.8L §11.60 per lamp )
095 400 watts { 20,000 LURIENS).... o.oovocnreieeersnsnsenssnerins $13:48 $20.00 per lamp (1)

Company will provide lamp, phota-electric relay control equipment, luminaries and upsweep arm not over six feet
in length, and will mount same on an existing pole carrying secondary circuits.

B. POST-TOP LIGHTING SERVICE

Tariff
Cade
i. High Pressure Sodium (1)
111 100 watts (9,500 Lumens)..... $46:53 $75.65 per lamp
122 150 Watts {16,000 Lumens) ........co.... $H-LS $25.45 per lamp (1)
121 100 Watts Shoe Box {9,500 Lumens)..... 820.50 per lamp (N)
120 250 Watts Shoe Box ( 28,000 Lumens) }....... $24.60 per lamp {N)
126 400 Watts Shoe Box ( 50,000 Lumens) }......... 828,70 per lainp (N)
2. Mercury Vapor )

099 175 watts (7,000 LURICAS). . coreaenireeeiacrinnsnennaronns $ 896 $13.25 per lamp (1)

Company will provide lamp, photo-efectric relay control equipment, luminaries, post, and installation including
underground wiring for a distance of thirty feet from the Company’s existing secondary circuits.

C. FLOOD LIGHTING SERVICE

Tariff
Code
1. High Pressure Sodium
107 200 Watts (22,000 LUMENS) ..o ovveerveeeemrereereeene $11-30- §15.65 per lamp (1)
169 400 watts (50,000 LUmens)....o..covrvecieriacnnnsnsienns $46:88 $21.75 per lamp (1)
2. Metal Halide -

110 250 Walls (20,500 LUMIENS) .. rervvrererrerreeere e $17.34 $20.35 per lamp (L)
116 400 watts (36,000 LUmMeEns).....covemeivevevrvinicnerenn. 32253 $26.90 per lamp (1)
131 1000 watts (110,000 Lumens)  .......... B 4970 358.35 per lamp {1)
130 250 watts Mongoose (19,000 Lumens) ... .. $22.35 perlamp ()
136 400 watts Monggeose (40,000 Lumens) .......ccoeeniens $26.20 perlamp (™)

Company will provide lamp, photoelectric relay control equipment, luminaries, mounting bracket, and mount same
on an existing pole carrying secondary cirouits.
*These lamps are not available for new installations.

(Cont’d on Sheet No. 14-2)

DATE OF ISSUE __December 29, 2009 DATE EFFECTIVE Service rendered on and after January 29, 2010

ISSUED BY _ EX. WAGNER _DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order from the Public Service Commission in Cage No. 2009-00459 dated
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KENTUCKY POWER COMPANY Qriginal Sheet No. 14-2

Canceling_ Sheet No, 14-2

P.S.C. ELECTRICNO. 9

TAREIFE Q.L. (Cont’d.)
(Outdoor Lighting)

RATE, (Cont’d.)

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

WOOH POIE wecururrirareneniemnsioma siemsese s esscsssesbsse s sanassnessnsestesisosns $2:30 83.40 per month (1)
Overhead wire span not over 150 feet........ . $430 $1.95 per month (1)
Underground wire Jateral not over 50 feet ..., $5:35 $7.15 per month (1)
(Price includes pole riser and connections)
FUEL ADJUSTMENT CLAUSE.
Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWII
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos, 5-1 and 5-2 of this Tariff Schedule. The
monthly kilowatt-houss for Fuel Adjustment Clause, System Sales Clause and the Capacity Charge computations are as follows:
METAL HALIDE MERCURY VAPOR HIGH PRESSURE SODIUM (T)
250 400 1000 175 400 100 150 200 230 400
WATTS WATTS WATTS WATTS WATTS WATTS WATTS WATTS WATTS WATIS
JAN 127 199 477 91 199 51 74 106 130 210
FEB 106 167 400 76 167 43 62 89 109 176
MAR 106 167 400 76 167 43 62 39 109 176
APR. 90 142 340 65 142 36 53 76 93 150
MAY 81 127 304 58 127 32 47 68 83 134
JUNE 72 114 272 32 114 29 42 61 74 120
JULY 77 121 291 S5 121 31 45 65 79 128
AUG 38 138 331 63 138 35 51 74 90 146
SEPT 96 152 363 69 152 39 57 81 99 160
OCT 113 178 427 81 178 45 66 95 116 188
NOV 119 188 449 86 188 48 70 100 122 198
DEC 129 203 486 22 203 52 5 108 132 214
TOTAL 1204 1896 4540 864 1896 484 704 1012 1236 2000

SYSTEM SALES CLAUSE,

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated
in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule.

ENVIRONMENTAL SURCHARGE,

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment
based on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5
of this Tariff Schedulc.

(Cont’d on Sheet No. 14-3)

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE  Service rendered on and after January 29, 2010

ISSUED BY E. K. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Cage No. 2009-00459 dated
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Canceling Sheet No. 14-3

KENTUCKY POWER COMPANY

P.S.C. ELECTRIC NO. 9

TARIFF Q.E. (Conf'd.)
(Outdoor Lighting)

CAPACITY CHARGE,

Bills computed according to the rates st forth herein will be increased by a Capacity Charge Factor per KWH calculated in
compliance with the Capacity Charge Tariff contained in Sheet No, 28-1 of this Tariff Schedule.

DELAYED PAYMENT CHARGE,

A delayed payment charge on residential customer accounts will be applied pursuant to the delayed payment charge on Tariff
R.S. On all accounts other than residential not paid in full on or before the due date stated on the bill, an additional charge of (T)
5% of the unpaid portion will be made.

HOURS OF LIGHTING.

All lamps shall burn from one-half hour after sunset until one-half hour before sunrise cvery night and all night, burning
approximately 4,000 hours per annum.

OWNERSHIP OF FACIEITIES.

All facilities necessaty for service including fixtures, controls, peles, itransformers, secondaries, lamps and other
appurtenances shall be owned and maintained by the Company. All service and necessary maintenance will be performed
only during the regular scheduled working hours of the Company.

The Company shall be allowed 3 working days after notification by the customer to replace all burned-out lamps.

TERM OF INITIAL SERVICE.

Term of initial service shall be required for an initial period of one year.

SPECIAL TERMS AND CONDITIONS.

"This tariff is subject to the Company’s Terms and Conditions of Service.

The Company shall have the option of rendering monthly or bimonthly bills.

DATE OF ISSUE December 29. 2009 DATE EFFECTIVE Service rendered on and afier January 29, 2010

ISSUED BY, B.K. WAGNER DIRECTOR REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Qrder of the Public Service Cotmmission in Cage No. 2009-00459 dated



KENTUCKY POWER COMPANY

Exhibit EKW-5

Page 69 of 142 Qriginal Sheet No. 15-1

Canceling Sheet No, 15-1

P.8.C., BELECTRICNO. 9

TARIFF 8.1L.
(Street Lighting)

AVAILABILITY OF SERVICE,

RATE. (Tariff Code 528)
A Overhead Service on Existing Distribution Poles

1. High Pressure Sodium
100 watts { 9,500 lumens)..... Cverrnn e ann vt
150 watts (16,000 lumens)....
200 waits (22,000 hunens)....
400 watts (50,000 lumens)....

29 9 85 99

B. Service on New Wood Distribution Poles

L. High Pressure Sodiumn
100 watts (9,500 THIIENSY .oevrersorereesiorranesnieensnesnenences $
150 watts (16,000 lumens)....

200 watts ( 22,000 lumens) ... .3
400 watts (50,000 IUMENSY . .ovrvevrrcreereeeinsresrencaninnceseeseins $
C. Service on New Metal or Concrete Poles®
1. High Pressure Sodium
100 watts (9,500 JUmENS) «...voveeerrrersersanmcreremmneneecns 3
150 watts (16,000 lumens).... e
200 watts (22,000 lumens).... e B
400 watts (50,000 mens) ...cocceevvirninierornnns rareannnnenens $

*These lamps are not available for new installations
Lumen rating is based on manufacturer’s rated humen oufput for new lamps.

FUEL ADJUSTMENT CEAUSK,

Available for lighting service for afl the lighting of public streets, public highways and other public outdeor areas in municipalities,
counties, and other governmental subdivisions where such service can be supplied from the existing general distribution systems.

593 §7.40 per lamp
6:85-  $8.55 per lamp
8:65- $10.60 per lamp
12,88 $16.95 per lamp

923~ $10.60 per lamp
18:20- 311.75 per lamp
196 $13.60 per lamp
1613 $19.00 per lamp

1513 $22.45 per lamp
1598 $23.60 per lamp
2020 $30.00 per lamp
2198 332.65 per lamp

as follows:

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH
caleulated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. The
monthly kilowatt-hours for Fuel Adjustment Clause, System Sales Clause and the Capacity Charge computations are

{Cont’d on Sheet No. 15-2)

DATE OF ISSUE _ December 29, 2009

DATE EFFECTIVE __ Service rendered on and after January 29, 2010

ISSUED BY EK. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT. KENTUCKY

NAME

TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated

(1)
(1)
(1)
(1)

(1)
(m)
(1)
(1)

(1)
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Canceling _ __SheetNo. 152

KENTUCKY POWER COMPANY

P.S.C. ELECTRIC NO. 9

TARIFF S.L. (Cont’d.)

(Street Lighting)
FUEL ADJUSTMENT CLAUSE. (Cont’d.)
HIGH PRESSURE SODIUM
100 150 200 400
MONTH WATTS WATTS WATTS WATTS

JAN 51 74 106 210
FEB 43 62 89 176
MAR 43 62 89 176
APR 36 53 76 150
MAY 32 47 68 134
JUNE 29 42 61 120
JULY 31 45 65 128
AUG 35 51 74 146
SEPT 39 57 81 160
OCT 45 66 95 188
NOV 48 70 100 198
DEC 52 s 108 214
TOTAL 484 704 1012 2000

SYSTEM SALES CLAUSE.

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH
calculated in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule.

ENVIRONMENTAL SURCHARGE.

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge
Adjustment based on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through
29-5 of this Tariff Schedule,

CAPACETY CHARGE,

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in
compliance with the Capacity Chiarge Tatiff contained in Sheet No. 28-1 of this Tariff Schedule.

SPECIAL FACILITILS,

When a customer requests street lighting service which requires special poles ot fixtures, underground street lighting, or a line
extension of more than one span of approximately 150 feet, the customer will be required to pay, in advance, an
aid-to-construction in the amount of the installed cost of such special facilities.

(Cont’d On Sheet No. 15-3)

DATE OF ISSUE December 29. 2009 DATE EFFECTIVE _ Service rendered on an afer Jaguary 29, 2010

ISSUED BY E. K. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by agthority of an Order of the Public Service Commission in Case No.2009-00459 dated
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KENTUCKY POWER COMPANY

P.S.C. ELECTRIC NO. 9

TARIFF S.L. (Cont’d.)
(Street Lighting)

PAYMENT,
Bills are due and payable within ten (10) days of the mailing date,

HOURS OF LIGHTING.

All Tamps shall burn from one-half hour after sunset until one-half hour before sunrise every night and all night, bumning
approximately 4,000 hours per annum.

TERM OF CONTRACT,

Contracts under this tariff will ordinarily be made for an initial term of one year with self-renewal provisions for successive
periods of one year each until either party shall give at least 60 days’ notice to the other of the intention to discontinue at the
end of the initial term or any yearly period. The Company may have the right to require contracts for periods of longer than
one year if new or additional facilities are required.

DATE OF ISSUL, December 29. 2009 DATE EFFECTIVE __Service rendered on and after January 29, 2010
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P.8.C, ELECTRIC NO.9

TARIFF C. A T. V.
(Cable Television Pole Attachment)

AVAILABILITY OF SERVICE.

Available to operators of cable television systems (Operators) furnishing cable television service in the operating area of
Kentucky Power Company (Company) for attachments of aerial cables, wires and associated appliances (attachments) to certain
distribution poles of Kentucky Power Companuy.

RATE,
Charge for attachments on & tWo-user POle ....c..oviiiiiiviiies et $ 7.21 per polefyear
Charge for attachments o1 & three-user POl .ov.vvurvirivnimeies e s $ 4.47 per polefyear

The above rate was calculated in accordance with the following formula:

Weighted Average Usage Carrying
Bare Pole Cost X Factar X Charge =Ratc Per Pole

DELAYED PAYMENT CHARGE,

This Tariff is net if account is paid in fuil within 15 days of date of bill. On all accounts not so paid an additional charge of 5% of
the unpaid balance will be made.

POLE SUBJERCT TO ATTACHMENT,

When an Operator proposes to furnish cable television service within the Company’s operating area and desires fo make
attachments on certain distribution poles of Company, Operator shall make written application, on a form furnished by Company,
to install attachments specifying the location of each pole in question, the character of its proposed atfachments and the amount
and location of space desired, and any other information necessary to calculate the transverse and vertical load placed upon the
pole as a result of the proposed attachment and any other facilitics attached to the pole. Within twenty-one (21) days after receipt
of the application, Company shall notify Operator whether and to what extent any special conditions will be required to permit the
use by Operator of each such pole. Operator shall reimburse Coinpany for any expenses incurred in reviewing such written
applications for attachment. Operator shall have a non-exclusive right to use such poles of Company as may be used or reserved
for use by Operator and any other poles of Company when brought hereunder in accordance with the procedure hereinafter
provided. Company shall have the right to grant, by contract or otherwise to others rights ot privileges to use any poles of the
Company and Company shall have the right to continue and extend any such rights or privileges heretofore granted. All poles
shall be and repain the property of Company regardless of any payment by Operator toward their cost and Operator shall, except
for the rights provided hereunder, acquire no right, title or inferest in or to any such pole,

STANDARDS FOR INSTALLATION,

All attachments and associated equipment of Operator (including without limitation, power supplies) shall be installed in a
manner satisfactory to Company and 50 as not to interfere with the present or any future use which Company may desire to make
of the poles covered by this Tariff. All such attachments and equipment shall be installed and at all times maintained by Operator
so as to comply at least with the minimum requirements of the National Electrical Safety Code and any other applicable
regulations or codes promulgated by state, local or other governmental anthority having jurisdiction there over. Power supply
apparatus having as its Jargest dimension more than sixteen inches must be placed on a separae pole to be installed by Operator.
Operator shall take necessaty precautions by the installation of protective equipment or other means, to protect all persons and
property of all kinds against injuty or damage occurring by reason of Operator’s attachments.

(Cont’d on Sheet No., 16-2)
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P.5.C. ELECTRICNO. ¢

TARIFI C.AT.V. (Cont’d.)
{Cable Television Pole Attachment)

POLE INSTALLATION OR REPLACEMENT; REARRANGEMENTS: GUYING.

In any case Operator proposes to install attachments on a pole to be erected by Company in 2 new location, and to provide
adequate space or strength to accommodate such attachments (either at the request of Operator to comply with the aforesaid
cades and regulations) such pole must, in Company’s judgment, be taller and/or stronger than would be necessary to
accommodate the facilities of Company and of other persons who have previously indicated that they desire to make
attachments on such pole or with whom Company has an agreement providing for joint or share ownership of poles, the cost
of such extra height and/or strength shall be paid to Company by Operator. Such cost shall be the difference between the
cost in place of the new pole and the current cost in place of a pole considered by Company to be adequate for the facilities
of Company and the attachments of such other persons.

Where in Company’s judgment a new pole must be erected to replace an existing pole solely to adequately provide for
Operator’s proposed atfachments, Operator agrees to pay Company for the entire cost of the new pole necessary to
accommodate the existing facilitics on the pole and Operator’s proposed attachments, plus the cost of removal of the in-place
pole, minus the salvage value, if any, of the removed pole. Title to the new pole shall remain with the Company. Operator
shall also pay to Company and to any other owner of existing attachments on the pole the cost of removing cach of their
respective facilities or attachinents from the existing pole and reestablishing the same or like facilities or attachments on the
newly-installed pole.

If Operator’s desired attachments can be accommodated on existing poles of Company by rearranging facilities of Company
thereon of any other person, or if because of Qperator’s proposed attachments it is necessary for Company to rearrange its
facilities on any pole not owned by it, then in any such case, Operator shall reimburse Company and any such other person
for the respective expense incurred in making such rearrangement.

If because of the requirements of its business, Company proposed to replace an existing pole on which Operator has any
attachment, or Company proposed fo change the arrangements of its facilities on any such pole in such manmner as to
necessitate a rearrangement of Operator’s attachment, or if as a result of any inspection of Operator’s attachments Company
determines that any such attachments are not in accordance with applicable codes or the provisions of this Tariff or are
otherwise hazards Company shall give Operator not less than 48 houvs notice of such proposed replacement or change, or
any such violation or hazard, unless an emergency requires a shorter period. In such event, Operator shall at its expense
relocate, rearrange or modify its attachments at the time specified by Company. If Operator fails to do so, or if any such
emergency makes notice impractical, Company shall perform such relocation or rearrangement and Operator shall reimburse
Company for the reasonable cost thereof.,

Any additional guying or anchors required by reason of the attachments of Operator shall be provided at the expense of
Operator and shall meet the requirements of all applicable codes or regulations and Company’s generally applicable guying
standards.

POLE INSPRECTION,

Company reserves the right to inspect each new or proposed installation of Operator on Company’s poles. In addition,
Company may make periodic inspections, as conditions may warrant, for the purpose of determining compliance with the
provisions of this Tariff. Company’s right to malke any inspections and any inspection made pursvant to such right shall not
relieve Operator of any responsibility, obligation or liability assumed under this Tariff,

(Cont’d. On Sheet No. 16-3)
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P.5.C. ELECTRIC NO. 9

TARIFF C.AT.V. (Cont’d.)
(Cable Television Pole Attachment)

UNAUTHORIZED ATTACHMENTS.

Operator shall make no attachment to or other use of any pole of Company or any facilities of Company thereon, except as
authorized. Should such unauthorized attachment or use be made, Operator shall pay to the Company on demand two times
the charges and fees, including but not limited to, any payable under the headings “RATES” and “POLE INSTALLATION
OR REPLACEMENT; REARRANGEMENTS; GUYING” that would have been payable had such attachment been made on
the date following the date of the last previous inspection required to be made by Company under applicable regulations of
the Kentucky Public Service Commission.

ABANDONMENT BY OPERATOR,

Operator may at any fitme abandon the use of a pole hereunder by removing therefrom all of its attachments and by giving
written notice thereof, on a form provided by the Company, and no pole shall be considered abandoned until such notice is
received.

INDEMNITY.

Operator hereby agrees to indemnity, hold harmless, and defend Company from and against any and all loss, damage, cost or
expense which Company may suffer or for which Company may be held Hable because of interruption of Operator’s service
to its subscribers or because of interference with television reception of sald subscribers or others, or by reason of bodily
injury, including death, to any person, or damage to or destruction of any property, including loss of use thereof, arising out
of or in any manner connected with the attachment, operation, and maintenance of the facilities of Operator on the poles of
Company under this Taviff, when due to any act, omission or negligence of Operator, or to any such act, omission or
negligence of Operator’s respective representatives, employees, agents or coniractors.

INSURANCE.
Operator agrees to obtain and maintain at all times policies of insurance as follows:

(a) Comprehensive bodily injury Hability insurance in an amount not less than $1,000,000 for any one occuirence

(b) Comprehensive property damage liabilily insurance in an amount not less than $500,000 for any one oceurrence.

(c) Contractual liability insurance in an amount not less than the foregoing minimums to cover the liability assumed by the
Operator under the agreement or indemmnity set forth above.

Prior to making attachments at Company’s poles, Operator shall fumish to Company two copies of a certificate, from an
insurance carrier licensed to do business in Kentucky, stating that policies of insurance have been issued by it to Operator
providing for the insurance listed above and that such policies are in force. Such cettificate shall state that the insurance
carrier will give Company fifteen (15) days” prior written notice of any cancellation of or material change in such policies.

EASEMENTS.

Operator shall secure any right, license or permit from any governmental body, authority or other person or persons which
may be required for the constraction or maintenance of attachments of Operator. Company does not convey nor guarantee
any easements, rights-of-way or franchises for the construction and maintenance of said attachments. Operator hereby agrees
to indemnify and save harmless Company from any and all claims, including the expenses incurred by Company to defend
itself against such claims, resulting from or arising out of the failure of Operator to secure such right, license, permnit or
easement for the construction or maintenance of said attachments on Company’s poles.

(Cont’d on Sheet 16-4)
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KENTUCKY POWER COMPANY

P.S.C. ELECTRIC NO. 9

TARIFF C.AT.V. (Cont’d.}
{Cable Television Pole Attachment)

CHARGES AND FELS,

Operator agrees to pay Company in advance, semi-annually, charges to be computed as set forth in Tariff, and such other
charges as may be provided for herein, for the use of each of Company’s poles, any portion of which is occupied by, or
reserved at Operator’s request for the attachments of Operator.

Operator agrees to reimburse Company for all reasonable non-recurring expenses caused by or attributable to Operator’s
initial attachments ncluding without limitation the amounts set forth herein before and the cxpenses of Company in
examining poles used but not owned by Company to which Operator proposes to make attachments.

FRES FOR ADDITIONAL ATTACHMENTS OR REMOVALS,

For attachments made or removed which are reported to the Company between billing dates, Operator shall be billed or
credited a prorated amount of the annual charge effective with the date of attachment or remeval on the Operator’s next bill.

ADVANCE BILLING

Payment of amounts due hereunder are due on the dates or at the times indicated with respect to each such payment. In the
event the time for any payment is not specified, such payment shall be due fifteen (15) days from the date of the invoice
therefore. In all amounts not so paid an addition charge of five percent (5%) will be assessed. Where the provisions of the
Tariff require any payment by Operator to the Company other than for atiachment charges, Company may, at its option,
require that the estimated amount thereof be paid in advance of permission to use any pole or the performance by company of
any worle. In such a case, Company shall invoice any deficiency or refund any excess to Operator after the current amount of
such payment has been determined.

DEFAULT OR NON-COMPLIANCE.

If Operator fails to comply with any of the provisions of this Tariff or defaults in the performance of any of its obligations
under this Taviff and fails within thirty (30) days, after written notice from Company to correct such default or non-
compliance, Company may, as its option forthwith take any one or more of the following actions: terminate the specific
permit or permits covering the poles to which such default or non-compliance is applicable; remove, relocate or rearrange
attachments of Operator to which such defauit or non-compliance relates, all at Operator’s expense; decline to permit
additionat attachments hercunder until such default is cured; or in the event of any failure to pay any of the charges, fees or
amounts provided in this Taviff or any other substaatial default, or of repeated defaults terminate Operator’s right of
attachment. No Hability shall be incurred by Company because of any or all such actions except for negligent destruction by
the Company of CATV equipment in any relocation or removal of such equipment. The remedies provided herein are
cumulative and in addition to any other remedies available to Company.

PRIOR AGREEMENTS,

This Tariff terminates and supersedes any previous agreement, license or joint use affecting Company’s poles and Operator’s
attachments covered hercin.

(Cont’d on Sheet No. 16-5)
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P.5.C. ELECTRICNO. 9

TARIFF C, A T. V., (Cont’d)
{Cable Television Pole Attachment)

ASSIGNMENT.

This Tariff shall be binding upon and inure to the benefits of the parties hereto, their respective successors and/or assigns, but
Operator shall not assign, transfer or sublet any of the rights hereby granted without the prior written consent of the
Company, whick shall not be unreasonably withheld, and any such purported assignment, transfer or subletting without such
consent shall be void.

PERFORMANCE WAIVER,

Neither patty shall be considered in default in the performance of its obligations herein, or any of them, to the exfent that
performance is delayed or prevented due to causes beyond the control of said party, including but not limited to, Acts of God
or the public ememy, war, revelution, civil commotion, blockade or embaigo, acts of government, any law, order,
proclamation, regulation, ordinance, demand, or requirement of any government, fires, explosions, cyclones, floods,
unavoidable casualties, quarantine, restrictions, strikes, labor disputes, lock-outs, and other causes beyond the reasonable
control of either of the parties.

PRESERVATION OF REMEDIES,

No delay or omission in the exercise of any power or remedy herein provided or otherwise available to the Company shall
impair or affect its right thereafter to exercise the same.

HEADINGS.

Headings used in this Tariff are inserted only for the convenience of the parties and shall not affect the interpretation or
construction of this Tariff.
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P.S.C. ELECTRICNO. 9

TARIFF COGEN/SPP I
(Cogeneration and/or Smell Power Production--100 KW or Less)

AVAILABILITY OF SERVICE.

This tariff is available to customers with cogeneration and/or small power production (COGEN/SPP) facilities which qualify
under Scction 210 of the Public Utility Regulatory Policies Act of 1978, and which have a total design capacity of [00 KW
or less. Such facilities shall be designed to operate properly in parallel with the Company’s system without adveisely
affeeting the operation of equipment and services of the Company and its customers, and without presenting safety hazards to
the Company and customer personnel.

The customer has the following options under this tariff, which will affect the determination of encrgy and capacity and the
monthly metering charges:

Option | -The customér does not sell any encrgy or capacity to the Company, and purchases from the Company its net
load requirements, as determined by appropriate meters located at one delivery point.

QOption 2 - The customer sells to the Company the energy and averape on-peak capacity produced by the cuslomer’s
qualifying COGEN/SPP facilities in excess of the customer’s total load, and purchases from the Company its
net load requirements, as determined by appropriate meters located at one delivery point.

Option 3 - The customer sells to the Company the tofal cnergy and average on-peak capacity produced by the
customer’s qualifying COGEN/SPP facilities, while simultaneously purchasing from the Company ifs total
load requirements, as determined by appropriatc mefers located at one delivery point.

MONTHLY CHARGES FOR DELIVERY FROM THE COMPANY TQ THE CUSTOMER,

Such charges for energy, and demand where applicable, to serve the customer’s nel or fotal load shall be determined
according to the tariff appropriate for the customer, except that Option | and Option 2 customers with cogeneration and/or
small power production facilities having a total design capacity of mere than 10 KW shall be served under demand-metered
tariffs, and except that the monthly billing demand under such tariffs shall be the highest determined for the current and
previous two billing periads. The above three-month billing demand provision shall not apply under Option 3.

ADDITIONAL CHARGES,

There shall be additional charges to cover the cost of special metering, safety equipment and other local facililies instatled by
the Company due to COGEN/SPP facilitics, as follows:

Monthly Metering Charge

The additional monthly charge for special metering facilities shall be as follows:

Option 1 - Where the customer does nol sell electricity to the Company, a detent shall be used on the
encrgy meter to prevent reverse rotation. The cost of such meter altcration shall be paid by the
customer as part of the Local Facilities Charge

Options 2 & 3 - Wherc meters arc used to measure the excess or total energy and average on-peal capacity
purchased by the Company:
Single Phase Palyphase
Standard Measurement $675 5710 $8:45 8815
T.0.D. Measurement $7-55 $7.50 $-8:85 §8.50
{Cont’d on Shect No. 17-2)
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TARIFE COGEN/SPP | (Cont’d.)
{Cogeneration and/or Small Power Produetion—~160 KW or Less)

ADDITIONAL CHARGES, (Cont’d.)

Monthly Metering Charge (Cont’d.)

Under Option 3, when metering voltage for COGEN/SPP facilities is the same as the Company’s delivery voltage, the
customer shall, at his option, either routc the COGEN/SPP totalized output leads through the metering point, or make
available at the metering point for the use of the Company and, as specified by the Company, metering current leads which
will enable the Company to measure adequately the fotal electrical energy and average capacity produced by the qualifying
COGEN/SPP facilities, as well as to measure the electrical energy consumption and capacity requircments of the customer’s
total load. When metering voltage for COGEN/SPP facilities is different from the Company’s delivery voltage, metering
requirements and charges shall be determined specifically for each use.

Local Facilities Charge

Additional charges to cover “interconnection costs” incurred by the Company shall be determined by the Company for

cach case and collected from the customer. For Options 2 and 3, the cost of metering facilities shall be covered by the
Monthly Metering Charge and shall not be included in the Local Facilitics Charge. The customer shall make a one-time
payment for the Local Facilities Charge at the time of installation of the required additional facilities, or, at his option, up to
12 consecutive equal monthly payments reflecting an annual interest charge as determined by the Company, but not to
exceed the cost of the Company’s most recent issue of long-term debt. If the customer elects the installment payment option,
the Company may require a reagsonable security deposit.

MONTHLY CREDITS OR PAYMENTS FOR ENERGY AND CAPACITY DELIVERIES,

Erergy Credit

The following credits or payments from the Company to the customer shall apply for the electrical energy delivered to the

Company:
Standard Meter - A KWH.....ciivnniinieonn s e rrnes Z8L-¢/KWH 2.90¢KWH
T.0.D. Meter
On-Peak KWH 3:34-¢/ KWH 3.06¢/KWH
Off-Peak K'WH 220 ¢/KWH 2.78¢/KWH

Capacity Credit
If the customer contracts to deliver or produce a specified excess or total average capacity during the monthly billing period
(monthly contract capacity), or a specified excess or total average capacity during the on-peak monthly billing period (on-
peak contract capacity), then the following capacity credits or payment ftom the Company to the customer shall apply:
If standard energy meters ave used,
A. $0-724 §2. 75/KWimonth, times the lowest of:

(1) monthly contract capacity, or

(2) current month metered average capacity, i.e., KWH delivered fo the 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.

{Cont’d on Sheet No. 17-3)
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P.S.C. ELECTRICNO.9

TARIFF COGEN/SPP | (Cont’d.}
{Cogeneration andlor Small Power Producfion--100 KW or Less)

MONTHLY CREDITS OR PAYMENTS FOR ENERGY AND CAPACITY DELIVERIES. (Cont’d.)

Capacity Credit (Cont’d.)

{£ T.0.D. energy meters are used,

B. $ 373/ 86.59/K W/month, times the lowest of:
N on-peak contract capacity, or
(2) current month on-peak metered average capacity, i.6., on-peak KW delivered to the

Company or produced by COGEN/SPP facilities divided by 327, or

(3) lowest on-peak average capacity mefered during the previous two months, if less than on-peak
contract capacity.

The above energy and capacity credit rates are subject to revisions from time to time as approved by the Commission.

ON-PEAK AND OFF-PEAK PERIODS,

The on-peak period shall be defined as starting at 7:00A.M. and ending at 9:00 P.M., local time, Monday through Friday.

The off-peak period shall be defined as starting at 9:00 P.M. and ending at 7:00A.M. local time, Monday through Friday, and
all hours of Saturday and Sunday.

If the customer should, for a period in excess of six months, discontinue or substantially reduce for any reason the operation
of cogeneration and/or small power production facilities which werc the basis for the monthly contract capacity or the on-
peak contract capacity, the customer shall be liable to the Company for an amount equal to the total difference between the
actual payments for capacity paid to the customer and the payments for capacity that would have been paid to the customer
pursuant to this Tariff COGEN/SPP I or auy successor tariff. The Compary shall be entitled to interest on such amount at
the rate of the Company’s most recent issue of long-term debt at the effective date of the contract.

TERM OF CONTRACT,

Contracts under this tariff shall be made for a period not less than one year,
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P.S.C. ELECTRICNO.9

TARIFF COGEN/SPP I
{Cogeneration ard/or Small Power Production--Over 160 W)

AVAILABILITY OF SERVICE.

This tariff is available to customers with cogeneration and/or small power production (COGEN/SPP) facilities which qualify under
Section 210 of the Public Utility Regulatory Policies Act of 1978, and which have a total design capacity of over 100 KW. Such
facilities shall be designed to operate properly in parallel with the Company’s system without adverscly affecting the operation of
equipment and services of the Company and its customers, and without presenting safety hazards to the Company and enstomer
personnel.

The customer has the following options under this tariff, which will affect the determination of energy and capacity and the monthly
metering charges:

Option 1 - The customer does not sell any energy or capacity to the Company, and purchases from the
Comnpany its net load requirements, as determined by appropriate meters located at one
delivery point.

Option 2 - The customer sells to the Company the energy and average on-peak capacity produced by the

customer’s qualifying COGEN/SFP facilities in excess of the customer’s total load, and
purchases from the Company its net load requirements, as determined by appropriate meters
located at one delivery point.

Option 3 - The customer sells to the Company the total energy and average on-peak capacity produced by
the customer’s qualifying COGEN/SPP facilities, while simultaneously purchasing from the
Company its total load requirements, as determined by appropriate meters located at one
delivery point.

MONTHELY CHARGES FOR DPELIVERY FROM THE COMPANY TO THE CUSTOMER.

Such charges for energy, and demand where applicable, to serve the customer’s net or total load shall be determined according to the
tariff appropriate for the customer, except that Option 1 and Option 2 customers shall be served under demand-metered tariffs, and
except that the monthly billing demand under such tariffs shall be the highest determined for the current and previous two billing
periads. The above three-month billing demand provision shall not apply under Option 3.

ADDITIONAL CHARGES,

There shall be additional charges to cover the cost of special metering, safety equipment and other local facilities installed by the
Company due to COGEN/SPP facilities, as follows:

Monthly Metering Charge

The additional monthly charge for special metering facilities shall be as follows:

Option 1 - Where the customer does not self clectricity to the Company, a detent shall be used on the
ettergy meter to prevent reverse rotation. The cost of such meter alteration shall be paid by the
customer as part of the Local Facilities Charge.

Options 2 & 3- Where meters are used to measure the excess or total energy and average on
peal capacity purchased by the Company:
Single Phase Polyphase
Standard Measurement $ &75- §7.10 $84388.15
T.0.D. Measurement $ 255 §7.50 3885 $8.50

{Cont’d on Sheet No, 18-2)
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TARIFF COGEN/SPP IE (Cont’d.)

(Cogeneration and/or Small Power Production--Over 100 KW)

ADDITIONAL CHARGES. (Cont’d.)

Monthly Metering Charge (Cont’d)

Under Option 3, when metering voltage for COGEN/SPP facilitics is the same as the Company's delivery voltage, the
customer shall, at his option, either route the COGEN/SPP totalized output leads through the metering point, or make
available at the meteting point for the use of the Company and, as specified by the Company, metering current leads which
will enable the Company to measure adequately the total electrical energy and average capacity produced by the qualifying
COGEN/SPP facilitics, as well as to measure the electrical encrgy consumption and eapacity requirements of the customer’s
total foad. When metering voltage for COGEN/SPP facilities is different from the Company’s delivery voltage, metering
requirements and charges shall be determined specifically for cach case.

Loeal Facilities Charge

Additional charges to cover “interconnection costs” incurred by the Company shall be determined by the Compary for cach
case and collected from the customer. For Options 2 and 3, the cost of metering facilities shall be covered by the Monthly
Metering Charge and shall not be included in the Local Facilities Charge. The customer shall make a one-time payment for
the Local Facilities Charge at the time of installation of the required additional facilities, or, at his option, up to 12
consecutive equal monthly payments reflecting an anmual interest charge as determined by the Company, but not to exceed
the cost of the Company’s most recent issue of long-term debt. If the customer elects the installment payment option, the
Company may require a reasonable security deposit.

MONTHLY CREDITS ORPAYMENTS FOR ENERGY AND CAPACITY DELIVERIES.

Energy Credit

The following credits or payments from the Company to the customer shall apply for the electrical energy
delivered to the Company:

Standard Meter = ATTICWH .....ovvooreorrvcervere e et eeeen et er e e 28L$KWH 2.90¢KWH
T.0.D. Meter

On-Peak KWH
Off-Peak KWII

354 ¢/IKWH  3.06¢/KIVH
2:20-¢/KWH 2.78¢/KWH

(Cont’d on Sheet No. 18-3)
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TARIFT COGEN/SPR M (Cont’d.)
(Cogeneration and/or Smalt Power Production--Over 100 KW)

MONTHLY CREDITS OR PAYMENTS FOR ENERGY AND CAPACITY DELIVERIES, (Cont’d.)

Capacity Credit

If the customer contracls to deliver or produce a specified excess or total average capacity during the monthly billing period
(monthly contract capacity), or a specified excess or total average capacity during the on-peak monthly billing period (on-
peak contract capacity), then the following capacity credits or payment from the Company to the customer shall apply:

If standard cnergy meters are used,

A, $6.72ACW $2.75/K1%/ month, times the lowest oft

(1) monthly confract capacity, or

(2) current month metered average capacity, i.e., KWH delivered to the 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.
£ T.0.D. energy meters are used,
B.  $:73/KW/ $6.59/KW/month, times the lowest oft

(1) on-peak contract capacity, or

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

(3) lowest on-peak average capacity metered during the previous two months, if less than on-peak contract
capacity.

The above energy and capacity credit rates are subject to revisions from time to time as approved by the Commission.

ON-PEAJK AND OFF-PEAK PERIODS,

The on-peak period shall be defined as starting at 7:00 A M. and ending at 9:00 P.M., local time, Monday through Friday.

The off-peak period shall be defined as starting at 9:00 P.M. and ending at 7:00 A M., local time, Monday through Friday,
and all hours of Saturday and Sunday.

CHARGES FOR CANCELLATION OR NON PERFORMANCE CONTRACT.

If the customer should, for a period in excess of six months, discontinue or substantially reduce for any reason the operation
of cogeneration and/or small power production facilitics which were the basis for the monthly contract capacity or the on-
peak contract capacity, the customer shall be liable to the Company for an amount equal to the fotal difference between the
actual payments for capacity paid to the customer and the payments for capacily that would have been paid to the customer
pursuant to this Tariff COGEN/SPP M or any successor tariff. The Company shall be entitled to interest on such amount at
the rate of the Company’s most recent issuc of long-term debt at the offective date of the contract.

TERM OF CONTRACT.

Contracts under this tariff shall be made for a period not less than onc year.
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TARIFF S. S. C.
(System Sales Clause)

APPLICABLE.

To Tariffs R.S., R.S-L.M.-T.0.D., R.S.-T.0.D., Experimental R.S.-T.0.D.2, 8.G.8., Expetimental $.G.S.-T.0.D,, M.G.S.,
M.G.S.-T.0.D, L.G.S,, L.G.5.-T.0.D.,, QP, C1P-T.OD, CS-1R.P, MW, O.L. and S.L.

RATE.,

1.

When the monthly net revenues from systemn sales are above the monthly base net revenues from system sales, as
provided in paragraph 4 below, an additional credit equal to the product of the KWHs and a system sales adjustment
factor (A) shall be made, where “A”, calculated to the nearest 0.0001 mill per kilowatt-hour, is defined as set forth
below.

Systen1 Sales Adjustment Factor (A) = Lesserof (.5 [Tm -'Tb])/Sm and (5 [Cm—Cb])/Sm

In the above formulas “T” is Kentucky Power Company’s (KPCo) monthly net revenues from system sales in the
current (in) and base (b) petiods, “C” s Kentucky Power Company’s (KPCo) cumulative net revenues from system
sales in the current {m) and base (b) periods, and “S” is the KWH sales in the current (m) period, all defined below.

When the monthly net revenues from system sales are below the monthly base net revenues from system sales, as
provided in pacagraph 4, befow, an additional charge equal to the product of the KWHs and a system sales adjustment
factor (A) shall be made, where “A”, calculated to the nearest 0.0001 mill per kilowatt-hour, is defined as set forth
below.

System Sales Adjustment Factor (A) = Lesser of (.5 [Tb -~ Tm])/Sm and (Rmp)/Sm

In the above formulas “T” is Kentucky Power Company’s (KPCo) monthly net revenues from 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 to the current (m) period, and “S” is the KWH sales in the current (m) period, all defined below.

Charges under paragraph 2 may only offset credits provided under paragraph 1 in previous months during the
annual period which includes the expense mounths of May 1 to April 30, In no event shall the charges assessed
under this paragraph 2 be greater than the credits provided under paragraph 1 for any annual period which includes
the expense months of May 1 to April 30,

The net revenue fiom American Electric Power (AEP) System sales to non-associated companies that are shared by AEP
Member Companies, including KPCo, in proportion to their Member Load Ratio and as reported in the Federal Energy
Regulatory Commission’s Uniform System of Accounts under Account 447, Sales for Resale, shall consist of and be
derived as follows:

a. KPCo’s Member Load Ratio share of total revenues from system sales as recorded in Account 447, less b.
and c. below.

b.  KPCo’s Member Load Ratio sharc of total out-of-pocket costs incurred in supplying the power and cuergy
for the sales in a. above.

The out-of-pocket costs include all operating, maintenance, tax, transmission losses and other expenses
that would 1ot have been incurred if the power and energy had not been supplied for such sales, including
demand and cnergy charges for power and energy supplied by Third Parties.

c. KPCo’s envivonmental costs allocated to non-associated utilities in the Company’s Environmental
Surcharge Report.

{Cont’d on Sheet No. 19-2)
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TARIEFF 8. 8, C. (Cont’d.)
{System Sales Clause)

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

Expense
Month

May

June

July
August
September
October
November
December
January
Februaty
March
April

“n

Monthly
Base Net Revenues from
System Sales
{Total Company Basis)

$ 616234
2,136,652
1,850,577
1,739,665
1,538,455
1,568,121

528,886
335,167
1,530,489
1,371,521
1,307,472
767,124
$15.290.363

() inter-system sales and less (f) total system losses.

6. The system sales adjustment factor shall be based upon estimated monthly revenues and costs for system sales, subject to
subsequent adjustment upon final determination of actual revenues and costs,

7. The monthly System Sales Clause shall be filed with the Commission ten (10) days before it is scheduled to go info effect,
along with all the necessary supporting data to justify the amount of the adjustments, which shall include data, and

information as may be required by the Commission.

8. Copies of all documents required to be filed with the Commission under this regulation shall be open aud made available
for public inspection at the office of the Public Service Commission pursuant to the provisions of KRS 61.870 to 61.884.

Cumulative Annual
Base Net Revenues fiom
System Sales
{Total Company Basis)

$ 616,234
2,752,886
4,603,463
6,343,128
7,831,583
9,449,704
9,978,550

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

Sales (S) shall be equated to the sum of (a) generation (including energy produced by generating plant during the
construction perfod), (b) purchase, and (¢) interchange-in, less (d) energy associated with pumped storage operations, less
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Tariff F.T.
(Franchise Tariff)

AVAILABILITY OF SERVICE.

Where a city or town within Kentucky Power’s service territory requires the Company to pay a percentage of revenues from
certain customer classifications collected within such city or town of the right to erect the Company’s poles, conductors, or
other apparatus along, over, under, or across such city’s or town’s streets, alleys, or public grounds, the Company shall
increase the rates and charges to such customer classifications within such city or town by a like percentage. The aforesaid
charge shall be separately stated and ideatified on each affected customer’s bill,
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TARIEF T. 5.
(Femporary Serviee)

AVAILABILITY OF SERVICE.

Available for temporary lighting and power service where capacity is available.

RATE,

Temporary service will be supplied under any published taiiff applicable to the class of business of the Customer, when the
Company has available unsold capacity of lines, transforming and generating equipment, with an additional charge of the

total cost of connection and disconnection.

MINIMUM CHARGE,

The same minimum charge as provided for in any applicable tariff, shall be applicable to such temporary service and for not
less than one full monthly minimuim.

TERM.
Variable.

SPECIAL TERMS AND CONDITIONS.

A deposit equal to the full estimated amount of the Bill and/er construction costs undey this tariff may be required.
This tariff is not available to customers permanently located, whose energy requirements are of a seasonal nature.

See Terms and Conditions of Service.
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TARICF D.S.M.C.
(Demand-Side Management Adjustment Clause)

APPLICABLE,

To Tariffs R.S., R.S.-L.M.-T.0.D., R.S.-T.Q.D,, Experimental R.S.-T.0.D. 2, 5.G.S., Experimental S G.S.-T.0.D., M.G.8., M.G.S .-
17.0.D,L.GS, LGS T.OD, QP, CLP-T.0D., C.S-LRP., and MW,

RATE.

1. The Demand-Side Management {DSM) clause shall provide for periadic adjustment per KWH of sales equal 1o the
DSM costs per KWIT by customer sector according to the following formula:

DSM ()

Adjustinent Factor = S(e)

Where DSM is the cost by customer sector of demand-side management programs, nef lost revenues, incentives,
and any over/under vecovery balances; (c} is customer sector; and S is the adjusted KWH sales by customer
sector.

2. Demand-Side Management (DSM} costs shall be the most recent forecasted cost plus any over/under recovery
balances recorded at the end of the previous period.

a. Program costs are any costs the Company incurred associated with demand-side management which were approved
by the Kentucky Power Company DSM Collaborative. Examples of costs to be included are confract services,

allowances, promotion, expenses, evaluation, lease expense, etc. by customer sector.

b. Nel lost revenues are the calculated net lost revenues by custormer sector resulting from the implementation of the
DESM programs.

c. Incentives are a shared-savings incentive plan consisting of one of the following elements: The efficiency incentive,
which is defined as 15 percent of the estimated net savings associated with the programs. Estimated net savings are
calculated based on the California Standard Practice Manual’s definition of the Tofal Resources Cost (TRC) test, or
the maximizing incenfive which is defined as 5 percent of actual program expenditures if program savings cannot be

measured.
d. Over/ Under recovery balances arc the total of the differences between the following:
H the actual program costs incurred versus the progyam costs recovered through DSM adjustment clause,
and
(ii) the calculated net lost revenues realized versus the net lost revenues recovered through the DSM
adjustment clavse, and
{iin) the caleulated incentive fo be recovered versus the incentive recovered through the DSM adjustment

clause.

3. Sales (8) shall be the total ultimate KWH sales by customer sector {css non-metered, opt-out and lost revenue
impact KWIIs by customer sector,

4. The provisions of the Demand-Side Management Adjustment Clause will be effective for the period ending December 31,
2011

(Cont’d on Sheet No. 22-2)
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TARIFF D.S.M.C.
(DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE) (Cont’d.)

RATE. (Cont’d.)
5. The DSM adjustment shall be filed with the Commission ten (10) days before it is scheduled to go into effect,
along with alf the necessary supporting data to justify the amount of the adjustments, which shall include data, and

information as tmay be requited by the Comimission,

6. Copies of all documents required to be filed with the Commission under this regulation shall be open and made
available for public inspection at the office of the Public Service Commission pursuant to the provisions of (RS

61.870 10 61.884.
The resulting range for each customer scetor per KWH during the threc-year Experimental Demand-Side

7.
Management Plan is as follows:
CUSTOMER SECTOR
RESIDENTIAL COMMERCIAL** INDUSTRIAL#
(§ Per KWEI)
Ploor Factor = 0.000396 -0- -0 -
Ceiling Factor = 0.000885 -0 -0-
8. The DSM Adjustment Clause factor (§ Per KWI) for cach custommer sector which fall within the range defined in

Ttem 7 abuove is as follows:

_CUSTOMER SECTOR
RESIDENTIAL COMMERCIAL, *# INDUSTRIAL*
DSM (e) 401,129 -0- -0~
S (0 626,249,600 0 -0-
-{- -0~

Adjustment Factor  $ 0.000641

#The Industria) Sector has been discontinued pursuant to the Commission’s Order dated September 28, 1999,

## The Commercial Scctor has been discontinued pursuant to the Commission’s Order dated November 21, 20035

EFFECTIVE DATE _ Service rendered on or after January 29, 2010
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TARIFF M.M.5.C.
(Met Merger Savings Credit) (D)

THE NET MERGER SAVINGS CREDIT TARIFF IS DISCONTINUED EFFECTIVE
WITH THE DATE OF THE COMMISSION’S ORDER IN CASE NO. 2009-00459,

SHEET NO. 23-1 IS RESERVED FOR FUTURE USE
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RIDERE.CS.-C. & E.
(Emergency Curtailable Service — Capacity & Energy Rider)

AVATLABILITY OF SERVICE.

This rider shall be available through May 31, 2012 for Emergency Curtailable Service (ECS) to Kentucky Power Company (KPCo or
the Company) retail customers taking firm service from the Company under Tariffs MGS, MGS-TOD, LGS, LGS-TOD, QP,CIP-TOD
ot MW. The Company reserves the right to limit the amount of ECS capacity contracted under this Rider, The Company will take
ECS requests in the order received. IFECS requests exceed the Company’s needs to meet its FRR requirements, the Company will bid
the remaining capacity into the PIM RPM suction if the PIM rules penmit it, providing those customers the compensation available
under this rider, The PJM Demand Respornse Program shall not be available to customers eligible for this service.

CONDITIONS OF SERVICE.

1. The provisions of this Rider qualify under the PIM Emergency Demand Response Program as of the effective date. If the
PIM Tariff is subsequently revised, the Company reserves the right to make comparable changes to this Rider in order to
continue to qualify under the PIM Emergency Demand Response Program.

2. The Company reserves the right to call for (request) customers to curtail use of the customer’s ECS load when, in the sole
judgment of the Company, an emergency condition exists on the American Electric Power (AEP) System or the PIM
Interconnection, L.L.C. (PJM) RTO. The Company shall determine that an emergency condition exists if curtailment of load
served under this Rider is necessary in order to maintain service to the Company’s other firm service customers according to
the AEP System Emergency Operating Plan ov if PTM issues an Emergency Curtailable Service Notice.

3. The Company will endeavor to provide as much advance notice as possible of curtailments under this Rider including an
estimate of the duration of such curtailments, However, the customer’s ECS load shall be curtailed within 2 hours if so
requested.

4, In no event shall the customer be subject to ECS load curtailment under the provisions of this Rider for more than 60 hours
during any year or for more than 10 interruptions per year, However, a customer must agree to be subject to ECS
Curtailments of up to 6-hour duration for each curtailment event, on weekdays between 12 noon to 8 pm for the months May
through September and between 6 am to 10 pm for the months October through April.

5. The Company will inform the Customer regarding the communication process of notices to curfail. The customer is
ultimately responsible for receiving and acting upon a curtailment notification from the Company.

6. No responsibility or liability of any kind shall attach to or be incurred by the company or the AEP system for, or on account
of, any loss, cost, expense, or damage caused by or resulting from, either directly or indirectly, any curtailment of service
under the provisions of this rider.

7. If no Emergency cvents are called during the summer of the delivery year, the Company will conduct a test and verify the
customer’s ability to curtail as required by the PIM RTO.  The Company reserves the right to re-test the customer if the
Company does not achieve the minimum 80% compliance testing standards for all of the Company’s ECS customers as
required by PIM. These tests must be conducted for one hour during the on-peak liours from June 1 through September 30
during the delivery year.

(Cont’d on Sheet No, 24-2)
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RIDER E.C.S. - C. & E. (Cout’d)
{(Emergency Curtailable Service — Capacity & Energy Rider)

CONDITIONS OF SERVICE (Cont.) ()

8. The Company reserves the right to discontinue service to the customer under this Rider if the customer fails to curtail under
any circomstances as requested by the Company.

CURTAILED DEMAND,
The customer’s Curtailed Demand is determined based upon which method of measurement the customer chooses. The customer may
choose one of two methods to measure the curtailed demand: 1) Guaranteed Load Drop (GLD) or 2) Firm Service Level (FSL). The

method chosen shall remain in effect for an entire delivery year, June 1 through May 31 of the following year as defined by PTM.

Guaranteed Lozd Drop (GLD) Methed

GUARANTEED LOAD DROP (GLD),

Each customer must designate a Gnaranteed Load Drop, which amount shall be the minimum demand reduction that the customer will
provide for each hour during a curtailment event or during a curtailment test,

CUSTOMER BASELINE LOAD CALCULATION,

A Customer Baseline Load (CBL) will be calculated for each hour corresponding to each event hour. Normally, the CBL will be
calculated for each hour as the average corresponding hourly demands from the highest 4 out of the 5 most recent similar non-event
days in the period preceding the relevant foad reduction event, The highest load days are defined as the similar days (Weekday,
Saturday, Sunday/Holiday) with the highest energy consumption spanning the event period hours. In cases where the normal
calculation does not provide a reasonable representation of normal load conditions, the company and customer may develop an
alternative CBL calculation that more accurately reflects the customer’s normal consumption pattern.

CURTAILED ENERGY,

The Curtailed Energy shall be determined for each event hour, defined as the difference between the customer’s CBL for that hour and
the customer's metered load for that hour.,

CURTAILMENT CREDITS.

The Curtailment Energy Credit shall be 80 percent of the AEP East Load Zouie hourly Real-Time Locational Marginal Price (LMP)
established by PIM (including congestion and marginal losses) for each event hour,

The Curtailment Demand Credit shall be 80 percent of the Reliability Pricing Model (RPM) auction price established by PIM in ity
Base Residual capacity auction for the current delivery year, expressed in $/MW-day multiplied by the GLD MWs, ()

(Cont’d on Sheet No, 24-3)
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RIDER B.C.8. - C. & E. (Cont’d)
(Emergency Curtailable Service — Capacity & Energy Rider)

MONTHLY DEMAND CREDIT.

'The Monthly Demand Credit shall be equal to one-twellth of the product of the Guaranteed Load Drop and the Curtailment Demand
Credit times 365. The Monthly Demand Credit shall be applicable to each month the customer is served under this Rider, regardless of
whether or not there are any curtailment events during the month,

MONTHLY EVENT CREDIT.

An Event Credit shall be calculated for each event hour equal to the product of the Curtailed Energy for that hour and the Curtailment
Energy Credit for that hour. The Monthly Event Credit shall be the sum of the hourly event credits for all events occurring in the
calendar month, but shall not exceed the customer’s monthly encrgy charge under the applicable tariff, The customer shall not receive
event credit for any curtailmient periods to the exfent that the customer's curtailable load is already reduced due to a planned or
unplanned outage as a result of vacation, renovation, repair, refurbishment, force majeure, strilce, cconomic conditions, or any event
other than the customet's normal operating conditions.

NONCOMPLIANCE CHARGE,

If the customer fails o fully comply with a request for curtailment under the provisions of this Rider, then the Nonconipliance Charge
shall apply. If a customer does not reduce load by the full GLD, a noncompliance charge shall apply. For this purpose, Actual Load
Drop (ALD) is defined as the difference between the customer’s CBL (Customer Baseline Load) and their actual hourly load. If the
ALD is less than the GLD, the customer will be in non-compliance.

The Noncompliance Demand Charge will be calculated based on the number of events missed because the customer did not curtail and
the total number of events called by AEP to date. A penalty will be determined as the non-compliance load times the RPM auction price
($/MW-day) times 365, (e.g. curtailment of only 80 MW of a 100 MW ECS load is non-compliance and counts as a missed event, but
the customer’s annual payment will be reduced only for the 20 MW non-compliance load times the appropriate percentage from the
table below). The penalty will then be multiplied by the percentage of reduction based upon the number of non-compliance events for
the customer compared to the number of events called. Below is a table of annual payment reduction percentages.

Annual Payment Reduction Pevcentages for Non-compliance
Number of Events Called Annually
Missed Events 1 2 3 4 5 ormore
1 100% 50% 33% 25% 20%
2 100% 67% 50% 40%
3 160% 5% 60%
4 100% 100%

If the customer misses four events, the customer will be charged 100% of the total annual payment amount. The Company and the
customer will discuss methods to comply during future events, but ultimately the customer can be dismissed from the program if either
party is not satisfied that the problem has been resolved. Further, the customer’s service under this Rider may be discontinued pursuant
to the Conditions of Service.

(Cont’d on Sheet No. 24-4)
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Firm Sexvice Level (FFSL) Method

PEAK LOAD CONTRIBUTEON,

A Customer’s Peak Load Contribution (PLC) will be calculated each year as the average of its load during PIM’s five highest peak
loads during the twelve month period ended October 31 of the previous year.

AVAILABLE CURTAILBLE BEMAND (ACD).

Each customer must designate an Available Curtailable Demand, defined as the difference between the PLC and the Firm Servies
Level (FSL). The FSL demand is the level to which the customer agrees to reduce load to or below for each hour during a curtailment
event.

CUSTOMER BASELINE LOAD CALCULATION,

A Customer Baseline Load (CBL) will be caleulated for cach hour corresponding to each event hour, Normally, the CBL will be
calculated for each hour as the average corresponding hourly demands from the highest 4 out of the 5 most recent similar non-eveut
days in the period preceding the relevant load reduction event. The highest load days are defined as the similar days (Weekday,
Saturday, Sunday/Holiday) with the highest energy consumption spanning the event period hours. In cases where the normal
calculation does not provide a reasonable representation of normal load conditions, the company and customer may develop an
alternative CBL calculation that more accurately reflects the customer’s normal consumption pattern.

CURTAILED ENERGY,

The Curtailed Energy shall be determined for each event hour, defined as the difference between the customer’s CBL for that hour and
the customet's metered load for that hour.

CURTAILMENT CREDITS.

The Curtailment Demand Credit shall be 80 percent of the Reliability Pricing Model (RPM) auction price established by PIM in its
Basc Residual capacity auction for the current delivery year, expressed in $/MW-day multiplied by the Available Curtailable Demand.

MONTHLY DEMAND CREDIT,

The Monthly Demand Credil shall be equal to one-twelfth of the product of the Available Curtailable Demand and the Curtailment
Demand Credit ($/MW-day) times 365. The Monthly Demand Credit shall be applicable to each month the customer is served under
this Rider, regardless of whether or not there are any curtailment events during the month,

MOMTHLY EVENT CREDIT.

An Event Credit shall be caleulated for each event hour equal to the product of the Cuttailed Energy for that hour and the Curtailment
Energy Credit for that hour, The Monthly Event Credit shall be the sum of the hourly event credits for all events occurring in the
calendar month, but shall not exceed the customer’s monthly energy charge under the applicable tariff. The customer shall not receive
event credit for any curtailment periods to the exfent that the customer's curtailable load is already reduced due to a planned or
unplanned outage as a tesult of vacation, renovation, repair, refirbishment, force majeure, sirike, economic conditions, ov any event
other than the customet's normal operating conditions.

(Cont’d on Sheet No. 24-5)
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NONCOMPLIANCE CHARGE,

(M)

If the customer fails to fully comply with a request for curtailment under the provisions of this Rider, then the Noncompliance
Charge shall apply. If a customer is operating at ot below their designated Firm Service Level during an evenl, it will be
understood that they have no capacity available with which to comply and will not be charged a noncompliance penalty. 1f the
metered demand during the curtailment event is above the designated FSL, the customer will be considered non-compliant.
‘The amount of non-compliance demand is equal to the difference between the customer’s metered demand and the designated
FSL.

‘The Noncompliapce Demand Charge will be calculated based on the number of events during which the customer was
noncompliant and the total number of events called by AEP to date. A penalty will be determined as the amount of non-
complance foad times the RPM auction price (4/MW-day) times 365, (e.g. curtailment of only 86 MW ola 100 MW ECS load
is non-compliance and counts as a missed event, buf the customer’s annual payment will be reduced only for the 20 MW non-
compliance load times the appropriate percentage from the table below). The penalty will then be multiplied by the percentage
of reduction based upon the number of non-compliance events for the customer compared to the number of events called.
Below is a table of annual payment reduction percentages.

Annuzl Payment Reduction Percentages for Non-compliance
Number of Events Called Annually
Missed Fvents 1 2 3 4 5 or more
I 106% 50% 33% 25% 20%
2 166% 7% 50% 40%
3 100% 75% 60%
4 100% 100%

i
If the customer misscs four events, the customer will be charged 100% of their total annual payment amount, will be dismissed
from the program, and may not be efigible to participate in the program until both parlies are satisfied that the problem has
been resolved. Further, the customer’s service under this Rider may be discontinued pursuant to the Conditions of Service.

Additional Provisions

CUSTOMER CREDIT.

The monthly credit(s) will be provided to the customer by check within 60 days after the end of the month. A customer may
icquest aggregation of individual customer accounts into a single credit.

CUSTOMER CHARGE,

Customoers taking service under this Rider shall pay a monthly customer charge of $70.00 per account to offsct the cost of the
customer-related expenses for additional load determination and billing expenses. If a change in metering equipment or
lunctionality is required, customers 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, if requested by the customer, for an additional fee,

(Cont’d on Sheet No. 24-6)
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TERM.

Contracts under this Rider shall be made for an initial period of one year, corresponding with the PTM planning year, and
shall remain in effect until either party provides to the other at least 30 days® written notice prior to the start of the
registration period as provided for in the PIM Tariff for the next planning year of its infention to discontinue service
under the terms of this Rider (registration period ends March 31, 2010 for the 2010/11 delivery year). However, this rider
shall only be available through May 31, 2012.

SPECIAL TERMS AND CONDITIONS,

Individual customer information, including, but not lmited to, ECS Contract Capacity and Curtailment Option, shall
remain confidential.

If a new peak demand is set by the customer in the hour following the curtailment, due to the customer resuming the level
of activity prior to the curtailment, the customer’s previous high demand will be adjusted to disregard that new peak.

DATE OF ISSUE__December 29, 2009 DATE EFFECTIVE __Service rendered on and after Januaiy 29, 2010
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(Energy Price Curtailable Service Rider)

AVAILABILITY OF SERVICE.

Available for Energy Price Curtailable Service (EPCS) to customers normally taking firm service under Tariffs M.G.5.,
M.G.S-T.0.D., L.G.S.,L.G.S.-T.0.D.,Q.P. and C.LP.- T.0.D. for their total capacity requirements from the Company. The Customer
“must have an on-pealc curtailable demand not less than 100 KW and wilf be compensated for 100 KW curtailed under the provisions
of this Rider.

CONDITIONS OF SERVICE.

1.

2.

The Company reserves the right to curtail service to the Customer’s EPCS load at the Company’s sole discretion.

The Company will endeavor to provide as much advance notice as possible of curtailments under this Rider including an
estimate of the duration of such curtailments. However, the Customer’s EPCS load shall be curtailed within 1 (one) hour if so
requested.

For purposes of this Rider, seasons are defined as follows:

Winter December, January and February
Spring March, April and May

Sumimer Tune, July and Aupgust

Fall September, October and November

The Company and the Customer shall mutually agree upon the method which the Company shall use to notify the Customer of
a curtailment under the provisions of this Rider. The method shall specify the means of communicating such curtailment (e.g.,
the Company’s customer communication system, telephoue, pager) and shall designate the Customer’s representatives to
receive said notification. The Customer is ultimately responsible for recetving and acting upon a curtaifment notification from
the Company.

No responsibility or liability of any kind shall attach to or be incurred by the Company or the AEP System for, or on account
of, any loss, cost, expense or damage caused by or resulting from, either directly ov indirectly, any curtailment of service under
the provisions of this Rider,

The Company reserves the right to test and verify the Customer’s ability to curtail. Such test will be limited to one curtailment
per contract term.  Any failure of the customer to comply with a request to cuxtail load will entitle the Company to call for oue
additional test. The Company agrees to notify the Customer as to the month in which the test will take place, and will consider
avoiding tests on days, which may cause a unigue hardship to the Customer’s overall operation. There shall be no credits for
test curtailments nor charge for failure to curtail during a test.

Upon teceiving a curtailment notice from the Company, the customer must respond within 45 minutes when the request is
made on a day-ahead basis and within 15 minutes when a request is made for the current day if the customer intends to
participate in the curiailment event. Customers who fail to respond, or respond that they will not participate in the
curtailment event, will receive no payments, nor be subject to any monetary charges described elsewhere under this Rider.
However, a customer’s failure to respond or a response that the customer will not participate will be considered ag a failure
to curtail for purposes of Paragraph 8 below.

The Company reserves the right to discontinue service to the Customer under this Rider if the Customer fails to curtail under
any circumstances three or more times during a season as requested by the Company.

{Cont’d on Sheet No. 25-2)
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RIDER E.P.C.S. (Cont’d) (T}
{(Energy Price Curtailable Service Rider)

CONDITIONS OF SERVICE, Continued
9. The Customer shall not receive credit for any curtailment periods in which the Customer’s curtailable load is already
down for an extended period due to a planned or unplanned outape as a result of vacation, renovation, repair, | (T)

refinbishment, force majeurs, strike, or any event other than the custoiner’s normal operating conditions.
g

CURTAILMENT OPTION,

At the time the customer contracts for service under this Rider, the customer shall select one or both of the following (1)
Curtailment Notice Types:

Notice Type 1 Day-ahead Notification
Notice Type 2 Current Day Notification

At the time the customer selecis one or both types of Notice Types above, the Customer shall also select one of the following
Curtailment Limits for each Notice Type selected:

Maximum Duration
Option A 2 hours
Option B 4 hours
Option C 8 hours

The Curtailment Limit is the maximum number of hours per curtailment event for which load may be curtailed under the | (T)
provisions of this Rider. The Customer shall receive credit for a minimum of 2 (two) hours per curtailment event, even if the
event is shorter than two liours.

The Customer shall specify the Maximum Number of Days during the season that the Customer may be requested to curtail nnder (r)
each Notice Type chosen. The Customer shall also specify the Minimum Price at which the customer would be willing to curtail
under each Notice Type chosen. The Company, at its discretion will determine whether the Customer shall be curtailed give the
Customer’s specified Curtailment Options.

EPCS CONTRACT CAPACITY.

Each Customer shall have an EPCS Contract Capacity to be considered as price curtailable capacity under this Rider, The
Customer shall specify the Non-EPCS Demand, which shall be the demand at or below which the Customer will remain during
curtailment periods. The EPCS Contract Capacity shall be the difference between the Customer’s typical on-peak demand and the | (T)
Customer’s specificd Non-EPCS Demand. The Company shall determine the Customer’s typical on-peak demand, as agreed
upon by the Company and the Customer. For the purpose of this Rider, the on-peak billing period is defined as 700 a.m. to 11:00
p-n., focal time, for all weekdays, Monday through Friday.

The Customer may modify the amount of EPCS Contract Capacity and/or the Curtailment Options no more than once prior to
cach season. Modifications must be received by the Company in writing no Jater than 30 days prior fo the beginning of the season.

(T)

CURTAILED DEMAND.

For each curtailment period, Curtailed Detnand shall be defined as the difference between the Customer’s typical on-peak demand ()
and the maximum 15-minute integrated demand during each interval of the curtailment period. '

(Cont’d on Sheet No. 25-3)
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CURTAILMENT CREDIT.

Hourly PCS Energy shall be defined as the sum of the Curtailed Demand for each 15-minute interval of the hour divided by
four (4), The Curtailment credit shall be equal to the product of the Hourly EPCS Energy and the greater of the following: {(T)
(a) 8G% of the AEP East Load Zone Real-Time Locational Marginal Price (LMP) established by PIM (including congestion
and marginal losses) (b) the Minimuwm Price as specified by the Customer or (¢) 3.5 cents/kWh.

MONTHLY CREDIT.

The Monthly Credit shall be equal to the product of the PCS Energy and the applicable Curtailment Option Credit less any
Noncompliance Charges. The Monthly Credit will be provided to the Customer by check within 30 days after the end of the {T)
month in which the curtailment occurred. This amount will be recorded in the Federal Energy Regulatory Commission’s
Uniform System of Accounts under Account 555, Purchased Power, and will be recorded in a subaccount so that the separate
identify of this cost is preserved.

NONCOMPLIANCE CHARGES

If the Customer responds affirmatively that it will participate in a curtailment event, and subsequently fails to fully comply
with a request for curtailment under the provisions of this Rider, then the Noncompliance Demand shall be the difference (r)
between the maximum 15-minute integrated demand during each hour of the curtailment period and the Non-EPCS Demand.
Noncompliance Demand shall be billed at a rate equal to the applicable Curtailment Credit for the hours during which the
Customer failed to fully comply.

TERM.

Contfracts under this Rider may be made for an initial period of one (1) season and shall remain in effect thereafter until either
party provides to the other at least 30 days’ written notice prior to the start of the next season of its intention to discontinue
service under the terms of this Rider,

SPECIAL TERWMS AND CONDITIONS,

Individual Customer information, including, but not limited to, EPCS Contract Capacity and Curtailment Options, (T)
shall remain confidential.

If a change in metering equipment or functionality is required, customers taking service under this Rider shall pay the (T)
additional cost of installation. The Company will make available to the customer the real time pulse metering data, if

requested by the customer, for an additional fee.

DATE OF ISSUE __December 29, 2009 DATE EFFECTIVE Service rendered on and after January 29, 2010

ISSUEDBY _ EX. WAGNER  DIRECITQOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS
Issued by authority of an Order of the Public Service Cominission in Case No. 2009-00459 dated




Exhibit EKW-5

Page 99 of 142

KENTUCKY POWER COMPANY Original Sheet No. 26-1

Canceling Sheet No. 26-1

P.S5.C.ELECTRICNO. 9

TARIIT N.U.G,
(Non-Utility Generator)
AVAILABILITY OF SERVICE,

This tariff is applicable to customers with generation facilities which have a total design capacity of over 1,000 kW that intend to schedule,
deliver and sell the net electric output of the facility at wholesale, and who require Commissioning Power, Startup Power and/or Station
Power service from the Company.

Service to any load that is electrically isolated fiom the Customer’s generator shall be separately metered and provided in accordance with
the generally available demand-metered tariff appropriate for such service to the Customer.

"This tariff is not available for standby, backup, maintenance, or supplemental service for wholesale or tefail loads served by customer’s
generator.

DEFINITIONS,

1. Commissioning Power - The electrical energy and capacity supplied to the customer prior to the  commercial operation of the
customer’s generafor, including initial construction and testing phases.

N

Station Power - The electrical energy and capacity supplied to the customer to serve the auxiliary loads at the customer’s
generation facilifies, usually when the customer's generator is not operating. Station Power docs not include Startup Power.

3. Startup Power - The electrical energy and capacity supplied to the customer following a planned or forced outage of the
customer’s generator for the purpose of returning the customer’s generator to synchionous operation.

COMMISSIONING POWER SERVICE.

Customers requiring Conmmissioning Power shall take service vnder Tariff T.S. or by special agreement with the Company.

The Customer shall coordinate its construction and {esting with the Company to ensure that the customer’s operations do not cause any
undue interference with the Company’s obligations to provide service to its other customers or impose a burden on the Company’s system or
any system interconnected with the Company.

STATION POVWER SERVICE,

Customess requiring Station Power shall take service under the generally available demand-metered tariff appropriate for the customer’s
Station Power requirements.

Station Contract Capacity — The Customer shall confract for a definite amount of slectrical capacity in kW sufficient to meet
the maximum Station Power requirentents that the Company is expected to supply under the generally available demand-
mefered tariff appropriate for the customer.

STARTUP POWER SERVICE,

Customers requiring Startup Power have the option of contracting for such service under the terms of this fariff or uander the generafly
available demand-metered tariff appropriate for the customer’s Starfup Power requirements.

Startup Contract Capacity — The Customer shall contract for a definite amount of electrical capacity in KW sufficient to meet
the maximum Startup Power requirements that the Company is expected to supply.

Startup Duration — The Customer shail contract for a definite number of hours sufficient to meet the maximum period of time
for which the Company is expected to supply Startup Power.

Startup Frequency — The Customer shall contract for a definite number of startup events sufficient fo mect the maximum
number of tintes per year that the Company is expected to supply Startup Power.

Other Startup Characteristics — The customer shall provide to the Company other information regarding the customer’s
Startup Power requirements, including, but not limited to, anticipated time-of-use and seasonal characteristics.

Nofification Requirement - Whenever Startup Power is needed, the Customer shall provide advance notice to the Company.

(Cont’d on Sheet No. 26-2)
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TARIFE N.U.G. (Cont’d)
{Nou-Utility Generator)

STARTUP POWER SERVICE. (cont’d)

Upon receipt of a request from the Customer for Startup Power Service under the terms of this tariff, the Company will
provide the Customer a written offer containing the Notification Requirement, genevation rates (including demand and
energy charges) and related terms and conditions of service under which service will be provided by the Company. Such
offer shall be based upon the Startup Contract Capacity, Startup Duration, Startup FPrequency, and Other Startup
Characteristics as specified by the customer. In no event shall the generation rates be less than the sum of the Tariff C.IP.-
T.0.D. Energy Charge, the Fuel Adjustment Clause, the System Sales clause, the Demand-Side Management Adjustment
Clause, Environmental Surcharge and the Capacity Charge.

If the parties reach an agreement based upon the offer provided to the customer by the Company, a contract shall be
executed that provides full disclosure of all rates, terms and conditions of service under this tariff, and any and all

agrecments related thereto.

Monthly Transmission and Distribution Rates

Service Voltage

Subtransmission Transmission
Tariff Code 392 393
Reservation Charge per kW $416- 8474 $231-83.00

Reactive Demand Charge for each kiloVAR of maximum
leading ot lagging reactive demand in excess of
50% of the KW of monthly metered demand...$-8:67 §0.76 per KVAR

DELAYED PAYMENT CHARGE,

This tariff is due and payable in full on or before the duc date stated on the bill. On all accounts not so paid, an additional charge
of 5% of the unpaid balance will be made.

MONTHLY BILLING BEMAND,

The monthly billing demand in kW shall be taken each month as the highest single 15-minute integrated peak in kW as
registered by a demand meter or indicator, less the Station Contract Capacity. The monthly billing demand so established
shall in no event be less than the greater of (a) the Startup Contract Capacity or b) the customer’s highest previously
established monthly billing demand during the past 11 months.

MONTHLY BILLING ENERGY.

Interval billing energy shall be measured each 15-minute interval of the month as the total KWII registered by an energy
meter or meters less the quotient of the Station Contract Capacity and four (4). In no event shall the interval billing energy
be less than zero (0). Monthly billing energy shall be the sum of the interval billing encrgy for all intervals of the billing
month.

{Cont’d on Sheet No. 26-3)
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TRANSMISSION SERVICE,

Transmission Provider — The entity providing transmission service to customers in the Company’s service territory. Such
entity may be the Company or a regional fransmission entity.

Prior to taking scrvice under this tariff, the Customer must have a fully exccuted Interconnection and Operation Agreement
with the Company and/or the Transmission Frovider or an unexecuted agreement filed with the Federal Energy Regulatory
Comunission under applicable procedures.

Should the Transmission Provider implement charges for Transmission Congestion, the Company shall provide 30 days
written notice to the customer, Upon the expiration of such notice periad, should the customer’s use of Startup Power result
in any charges for Transmission Congestion from the Transmission Provider, such charges, including any applicable taxes
or assessments, shall be paid by or passed through to the customer without markup. Transmission Congestion is the
condition that exists when market participauts seek to dispatch in a pattern that would result in power flows that cannot be
physically accommodated by the system.

TERY OF CONTRACT.

Contracts under this tariff will be made for an initial period of not less than one year and shall remain in effect thereafter until
either party shall give at least 6 months’ written notice to the other of the intention to terminate the contract. The Company
reserves the right to require initial contracts for periods greater than one year.

A new initial contract period will not be required for existing customers who change their contract requivements after the
original initial period unless new or additional facilities are required.

The Company may not be required to supply capacity in excess of that contracted for except by mutual agreement. Contracts
will be made in multiples of 100 kW.

SPECIAL TERMS AND CONDITIONS.

This tariff is subject o the Company’s Terms and Conditions of Service.

This tariff shall not obligate the Company to purchase or pay for any capacity or energy produced by the Customer's
generator.

Customers desiring to provide Startup and Station Power fron: commonly owned generation facilitics that are not located on
the site of the customet’s genetator (remote self-supply), shall take service under the terms and conditions contained within
the applicable Open Access Transmission Tariff as filed with and accepted by the Federal Energy Regulatory Commission.

DATE OF ISSUE___ December 29, 2009 DATE EFFECTIVE Service rendered on and after January 29, 2010
ISSUED BY EK, WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
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AVAILIBILETY OF SERVICE.

Net Metering is available to eligible customer-generators in the Company’s service territory, upon request, and on a first-come, first-
served basis up to a cumulative capacity of one percent {1%) of the Company’s single hour peak load in Kentucky during the previous
year, If the cumulative generating capacity of net metering systems reaches 1% of the Company’s single hour peak load during the
previous year, upon Commission approval, the Company’s obligation to offer net metering to a new customer-generator may be
limited. An eligible customer-generator shall mean a retail elechic customer of the Company with a generating facility that:

(1) Generates electricity using solar energy, wind energy, biomass or biogas energy, or hydro energy;
(2) Has a rated capacity of not greater than thirty (30) kilowatts;

(3) Is located on the customer’s premises;

(4) Is owned and operated by the customer;

(5) Is connected in paralle]l with the Company’s electric distribution system; and

(6) Has the primary purpose of supplying all or part of the customer’s own electricity requirements.

At its sole discretion, the Company may provide Net Metering to other customer-generators not meeting all the conditions listed above
on a case-by-case basis.

The term “Customer” hereinafter shall refer to any customer requesting or receiving Net Metering services under this tariff.
METERING.

Net encrgy metering shall be accomplished using a standard kilowatt-hour meter capable of measuring the flow of electricity in two (2)
directions. If the existing electrical meter fustalled at the customer’s facility is not capable of measuring the flow of electricity In two
directions, the Company will provide the customer with the appropriate metering at no additional cost to the customer. If the customer
requests any additional meter or meters or if distribution upgrades are needed to monitor the flow in each direction, such installations
shall be at the customer’s expense,

BILLING/MONTHLY CHARGES,

Monthly charges for energy, and demand where applicable, to serve the customer’s net or total load shall be determined according to
the Company’s standard service tariff under which the customer would otherwise be served, absent the customer’s electric generating
facility. Energy charges under the costomer’s standard tariff shall be applied to the customer’s net energy for the billing period to the
extent that the net energy exceeds zero, If the customer’s net energy is zero or negative during the billing period, the customer shall
pay only the non-cnergy charge portions of the standard tariff bill. If the customer’s net energy is negative during a billing period, the
customer shall be credited in the next billing period for the kWh difference. If time-of-day metering is used, energy flows in both
directions shall be netted and accounted for at the specific time-of-use in accordance with the provisions of the customer’s standard
tariff and this Net Metering Service Tariff. When the customer clects o no longer take service under this Net Metering Service Tariff,
any unused credit shall revert to the Company. Excess electricity credits are not transferable between customers or locations.

{Cont’d on Sheet No. 27-2)
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APPLICATION AND APPROVAL PROCESS.

The Customer shall submit an Application for Interconnection and Net Metering (“Application”) and receive approval
from the Company prior to connecting the generator facility to the Company’s system.

Applications will be submitted by the Customer and reviewed and processed by the Company according to either Level 1
or Level 2 processes defined below.

The Company may reject an Application for violations of any code, standard, or regulation related to reliability or safety;
however, the Company will work with the Customer to resolve those issues to the extent practicable.

Customers may contact the Company to check on the status of an Application or with questions prior to submitting an
Application, Company contact information can be found on Kentucky Power Company’s Application Form or on the
Company’s website.

LEVEL 1 AND LEVEL 2 DEFINITIONS,

LEVEL 1

A Level 1 Application shall be used if the generating facility is inverter-based and is certified by a nationally recognized
testing laboratory to meet the requirements of Underwriters Laboratories Standard 1741 “Inverters, Converters,
Controllers and Intercomiection System Equipment for Use With Distributed Energy Resources” (UL 1741).

The Company will approve the Level 1 Application if the generating facility also meets all of the following conditions:

€)) For intercommection to a radial distribution cirvcuit, the aggregated generation on the circuit, including
the proposed generating facility, will not exceed 15% of the Line Section’s most recent annual one hour
peak load. A line section is the smallest part of the primary distribution system the generating facility
could remain connected to after operation of any sectionalizing devices.

() If the proposed generating facility is to be interconnected on a single-phase shared secondary, the
aggregate generation capacity on the shared secondary, including the proposed generating facility, will
not exceed the smaller of 20 kVA or the nameplate rating of the transformer.

3 If the proposed generating facility is single-phase and is to be interconnected on a center tap neutral of a
240 volt service, its addition shall not ereate an imbalance between the two sides of the 240 volt service
of more than 20% of the nameplate rating of the service transformer.

“) If the generating facility is to be connected to three-phase, three wire primary Company distribution
lines, the generator shall appear as a phase-to-phase connection at the primary Company distribution
line.

{5 If the generating facility is to be connected to three-phase, four wire primary Company distribution
lines, the generator shall appear to the primary Company distribution line ag an effectively grounded
source.

{6) The interconnection will not be on an area or spot network.

{7 The Company does not identify any violations of any applicable provisions of 1EEE 1547, “Standard
for Intercomnecting Distributed Resources with Eleciric Power Systems.”

8 No construction of faeilities by the Company on its own system will be required to accommodate the
generating facility.
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LEVEL 1, continued

If the generating facility does not meet all of the above listed criteria, the Company, in its sole discretion, may either: 1)
approve the generating facility under the Level 1 Application if the Company determines that the generating facility cen
be safely and reliably connected to the Company’s system; or 2) deny the Application as submitted under the Level 1
Application.

The Company shall notify the customer within 20 business days whether the Application is approved or denied, based on
the criteria provided in this section.

If the Application lacks complete information, the Company shall notify the customer that additional information is
required, including a list of such additional information. The time between notification and receipt of required additional
information will add to the fime to process the Application.

When approved, the Company will indicate by signing the approval line on the Level 1 Application Form and returning it
to the customer. The approval will be subject to successful completion of an initial installation inspection and witness test
if required by the Company. The Company’s approval section of the Application will indicate if an inspection and
witess test are required. If so, the customer shall notify the Company within 3 business days of completion of the
generating facility installation and schedule an inspection and witness test with the Company to occur within 10 business
days of completion of the generator facility installation or as otherwise agreed to by the Company and the customer. The
customer may not operate the generating facility until successful completion of such inspection and witness test, unless
the Company expressly permits operational testing not to exceed two hours. If the installation fails the inspection or
witness test due to noncompliance with any provision in the Application and Company approval, the customer shall not
operate the generating facility until any and all noncompliance is corrected and re-inspected by the Company.

If the Application is denied, the Company will supply the customer with reasons for denial. The customer may resubmit
under Level 2 if appropriate.
LEVEL 2
A Level 2 Application is required under any of the following:
(1) The generating facility is not inverter based;
(2) The generating facility uses equipment that is not certified by a nationally recognized testing laboratory to meet
the requirements of UL 1741; or
(3) The generating facility does not meet one or more of the additional conditions under Level 1.
The Company will approve the Level 2 Application if the generating facility meets the Company’s technical

interconnection requirements, which are based on IEEE 1547. The Company shall make its technical interconnection
requirements available online and upon request.
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LEVEL 2, continued

The Company will process the Level 2 Application within 30 business days of receipl of a complete Application.
Within that time the Company will respond in one of the following ways:

(1) The Application is approved and the Company will provide the customer with an Interconnection
Agreement to sign.

(2) If construction or other changes to the Company’s distribution system are required, the cost will be the
responsibility of the customer. The Company will give notice to the customer and offer to meet to discuss
estimated costs and construction timeframe. Should the customer agree to pay for costs and proceed, the
Company will provide the customer with an Interconnection Agreement to sign within a reasonable time.

(3) The Application is denied. The Company will supply the customer with reasons for denial and offer to meet
to discuss possible changes that would result in Company approval. Custormer may tesubmit Application
with changes.

If the Application lacks complete information, the Company shall notify the customer that additional information is
required, including a list of such additional information. The time between notification and receipt of required
additional information will add to the 30-business-day target to process the Application.

The Interconnection Agreement will contain all the terms and conditions for interconnection consistent with those
specified in this tariff, inspection and witness test requirements, description of and cost of construction or other
changes to the Company’s distribution system required to accommodate the generating facility, and detailed
documentation of the generating facilities which may include single line diagrams, relay settings, and a description of
operation.

The customer may not operate the generating facility until an Interconnection Agreement is signed by the customer
and Company and all necessary conditions stipulated in the agreement are met.

APPLICATION, INSPECTION AND PROCESSING FELS.

No application fees or other review, study, or inspection or witness test fees will be charged by the Company for
Level | Applications.

The Company will require each customer to submit with each Level 2 Application a non-refundable application,
inspection and processing fee of $100. In the event the Company determines an impact study is necessary with
respect to a Level 2 Application, the customer shall be responsible for any reasonable costs up to $1,000 for the
initial impact study. The Company shall provide documentation of the actual cost of the impact study. Any other
studies requested by the customer shall be at the customer's sole expense.
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TERMS AND CONDITIONS FOR INTERCONNECTION.

To interconnect to the Company's distribution system, the customer's generating facility shall comply with the
following terms and conditions;

(1) The Company shall provide the customer net metering services, without charge for standard metering
equipment, through a standard kilowatt-hour metering system capable of measuring the flow of electricity in
two (2) directions, If the customer requests any additional meter or meters or distribution upgrades are
needed fo monitor the flow in each direction, such installations shall be at the customer's expense.

(2) The customer shall install, operate, and maintain, at customer's sole cost and expense, any control,
protective, or other equipment on the customer’s system requited by the Company's technical
interconnection requirements based on IEEE 1547, the NEC, accredited testing laboratories such as
Underwriters Laboratories, and the manufacturer's suggested practices for safe, efficient and reliable
operation of the generating facility in parallel with Company's electric system. Customer shall bear full
responsibility for the installation, maintenance and safe operation of the generating facility. Upon
reasonable request from the Company, the customer shall demonstrate generating facility compliance.

(3) The generating facility shall comply with, and the customer shall represent and warrant its compliance with:
(a) any applicable safety and power quality standards established by IEEE and acoredited testing
laboratories such as Underwriters Laboratories; (b) the NEC as may be revised from time to time; (c)
Company's rules, regulations, and Company's Termus and Conditions of Service as contained in Company’s
Retail Electric Tariff as may be revised from time to time with the approval of the Kentucky Public Service
Cominission (Commission); (d) the rules and regulations of the Commission, as such rules and regulations
may be revised from time (o time by the Commission; and (e) all other applicable local, state, and federal
codes and laws, as the same may be in effect from time to time. Where required by law, customer shall pass
an electrical inspection of the generating facility by a local authority having jurisdiction over the
installation.

(4) Any changes or additions to the Company’s system required to accommodate the generating facility shall be
considered excess facilities. Customer shall agree to pay Company for actual costs incurred for all such
excess facilities prior to construction.

{5) Customer shall operate the generating facility in such a manuer as not to cause undue fluctnations in
voltage, intermittent load characteristics or otherwise interfere with the operation of Company‘s electric
system. At all times when the generating facility is being operated in parallel with Company’s electric
system, customer shall so operate the generating facility in such a manner that no adverse impacts will be
produced thereby to the service quality rendered by Company to any of its other customers or to any eleciric
system interconnected with Company’s electric system. Customer shall agree that the interconnection and
operation of the generating facility is secondary to, and shall not interfere with, Company’s ability to meet
its primary responsibility of furnishing reasonably adequate service to its customers.
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TERMS AND CONDITIONS FOR INFERCONNECTION, continued

(6) Customer shall be responsible for protecting, at customer’s sole cost and expense, the generating facility from
any condition or disturbance on Company’s electric system, including, but not limited to, voltage sags or swells,
system faults, outages, loss of a single phase of supply, equipment failures, and lightning or switching surges,
except that the Company shall be responsible for repair of damage caused to the generating facility resulting
solely from the negligence or willful misconduct on the part of the Company.

(7) After initfal installation, Company shall have the right to inspect and/or witness commissioning tests, as
specified in the Level 1 or Level 2 Application and approval process. Following the initial testing and inspection
of the penerating facility and upon reasonable advance notice to customer, Company shall have access at
reasonable times to the generating facility to perform reasonable on-site inspections to verify that the
installation, maintenance, and operation of the generating facility comply with the requirements of this tariff.

(8) For Level 1 and 2 generating facilities, where required by the Company, an eligible customer shall furnish and
install on customer’s side of the point of common coupling a safety disconnect switch which shall be capable of
fully disconnecting the customer’s energy generating equipment from Company’s electric service under the full
rated conditions of the customer’s generating facility. The external disconnect switch (EDS) shall be located
adjacent to Company’s mefers or the location of the EDS shall be noted by placing a sticker on the mefer, and
shall be of the visible break type in a metal enclosure which can be secured by a padlock. If the EDS is not
located directly adjacent to the meter, the customer shall be responsible for ensuring that the location of the EDS
is properly and legibly identified for so long as the generating facility is operational. The disconnect switch shall
be accessible to Company personnel at all times, The Company may waive the requirement for an EDS for a
generating facility at ifs sole discretion, and on a case-by-case basis, upon review of the generating facility
operating parameters and if permitted under the Company’s safety and operating protocols.

The Company shall establish a training protoco! for line workers on the location and use of the EDS, and shall
require that the EDS be used when appropriate, and that the switch be turned back on once the discomection is
no longer necessary.

(9) Company shall have the right and authority at Company‘s sole discretion to isolate the generating facility or
require the customer to discontinue operation of the generating facility if Company believes that: (a) continued
interconnection and parallel operation of the generating facility with Company’s electric system creates or
contributes (or may create or contribuie) to a system emergency on either Company’s or customer’s electric
system; (b) the generating facility is not in compliance with the requirements of this tariff, and the
noncompliance adversely affects the safety, reliability, or power quality of Company’s electric systemm; or () the
generating facility interferes with the operation of Company’s electric system. In non-emmergency situations,
Company shall give customer notice of noncompliance including a description of the specific noncompliance
condition and allow customer a reasonable time to cure the noncompliance prior to isolating the generating
facilities. In emergency situations, when the Company is unable to immediately isolate or cause the customer to
isolate only the generating facility, the Company may isolate the customer‘s entire facility.
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TERMS AND CONDITIONS FOR INTERCONNECTION, continued

{10)Customer shall agree that, without the prior written permission from Company, no changes shall be made to the
generating Facility as initially approved. Increases in generating facility capacity will require a new “Application
for Tnterconnection and Net Metering” which will be evaluated on the same basis as any other new application.
Repair and replacement of existing generating facility components with like components that meet UL 1741
certification requirements for Level 1 facilities and not resulting in increases in generating facility capacity is
allowed without approval.

(11)To the extent permitted by law, the customer shall protect, indemnify, and hold harmless the Company and its
directors, officers, employees, agents, representatives and contractors against and from all loss, claims, actions
or suits, including costs and attorneys fees, for or on account of any injury or death of persons or damage to
property caused by the customer or the custemer's employees, agents, representatives and contractors in
tampering with, repairing, maintaining, or operating the customer's generating facility or any related equipment
ar any facilities owned by the Company except where such injiry, death or damage was caused or contributed to
by the fault or negligence of the Company or its employees, agents, representatives, or contractors.

The Hability of the Company to the customer for injury fo person and property shall be governed by the taxiff(s)
for the class of service under which the customer is taking service.

(12) The customer shall maintain general lability insurance coverage (through a standard homeowner's, commercial,
or other policy) for both Level 1 and Level 2 generating facilities. Customer shall, upon request, provide
Company with proof of such insurance at the time that application is made for net metering,

(13)By entering into an Intercomection Agreement, or by inspection, if any, or by non-rejection, or by approval, or
in any other way, Company does not give any warranty, express or implied, as to the adequacy, safety,
compliance with applicable codes or requirements, or as o any other characteristics, of the generating facility
equipment, controls, and protective relays and equipment.

(1) A customer's generating facility is transferable to other persons or service locations only after notification to the
Company has been made and verification that the installation is in compliance with this tariff. Upon written
notification that an approved generating facility is being transferred to another person, customer, or location, the
Company will verify that the installation is in compliance with this tariff and provide written notification to the
customer(s) within 20 business days. If the installation is no longer in compliance with this tariff, the Company
will notify the customer in writing and list what must be done to place the facility in compliance.

(15) The customer shall retain any and all Renewable Energy Credits (RECs) that may be generated by their

generating facility.
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TERM OF CONTRACT.

Any contract required under this tariff shall become effective when executed by both parties and shall continue in effect
until terminated. The confract may be terminated as follows: (a) Customer may terminate the contract at any time by
giving the Company at least sixty (60} days” written notice; (b} Company may terminate upon failure by the customer to
continue ongoing operation of the generating facility; {¢) either party may terminate by giving the other party at least
thirty (30) days prior wiitten notice that the other paity is in default of any of the terms and conditions of the contract or
the mules or any rate schedule, tariff, regulation, contract, or policy of the Company, so long as the notice specifies the
basis for termination and there is opportunity to cure the defanlt; (d) the Company may terminate by giving the customer
at least thirty (30) days notice in the event that there is a material change in an applicable law, regulation or statute
affecting this Agreement or which renders the system out of compliance with the new law or statute.

SPECIAL TERMS AND CONDITIONS.

This tariff is subject to the Company’s Terms and Conditions of Service and all provisions of the standard service tariff
under which the customer takes service, This tariff is also subject to the applicable provisions of the Company’s
Technical Requirements for Interconnection.
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Application For Interconnection And Net Metering — Level 1

Use this Application only for: 1.) a generating fucility that is inverter based and certified by a nationally recognized
testing luboratory fo riteet the requirements of UL 1741, 2.) less than or equal to 30 kW generation capacity and 3.)
connecting to Kentucky Power disiribution systesi.

Submit this Application to: Terry Hemsworth (Contact person listed is subject to change,
Arerican Eleciric Power Flease visit our website for up-to-date
1 Riverside Plaze information http://www.kentuckypower.com)

Columbus, Ghio 43215-2373
614-716-4020 Office / 614-716-1414 Fax
filiemsworth@aep.cor

Applicant
Name:
Mailing Address:
City: State: Zip:
Phone: ) Phone: ( )

E-mail address:

Service Loeation
Street Address:
City: State: Zip:

Electric Service Account Number:

Alternate Contacts

Provide names and contact information for other coniractors, installers, or engineering firms involved in the design and
installation of the generating facilities:

Name Company Telephone/Email
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APPLICATION FOR INTERCONNECTION AND NET METERING,
LEVEL I - CONTINUED

Equipment Qualifications

Energy Source: ( )Solar ( )Wind ( )Hydro ( )Biogas ( ) Biomass
Tnverter Manufacturer; _ Model:

Inverter Power Rating: Voltage Rating:

Power Rating of Energy Source (i.e., solar panels, wind turbine):

Battery Storage: () Yes () No If Yes, Battery Power Rating:

Attach documentation showing that inverter is certified by a nationally recognizes testing laboratory to meet the
requirements of UL 1741,

Attach site drawing or sketch showing locations of Kentucky Power Compaity meter, energy source, accessible
disconmect switch and inverter.

Attach single line drawing showing all electrical equipment fiom the metering location to the energy source including

swilches, fuses, breakers, panels, fransformers, fnverters, energy source, Wire size, equipment ratings, and transformer
connections.

Expected Start-up Date:
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TERMS AND CONDITIONS FOR LEVEL 1;

1

[O%}

4

Kentucky Power Company (Company) shall provide customer net metering services, without charge for standard
metering equiptent, through a standard kilowatt-hour metering system capable of measuring the flow of electricity
in two (2) directions. If the customer requests any additional meter or meters or distribution upgrades are needed to
monitor the flow in each direction, such installations shall be at the customer’s expense.

Customer shall install, operate, and maintain, at customer’s sole cost and expense, any control, protective, or other
equipment on the customer’s system required by the Company’s technical interconnection requirements based o5
IEEE 1547, the NEC, accredited testing laboratories such as Underwriters Laboratories, and the manufacturer’s
suggested practices for safe, efficient, and reliable operation of the generating facility in parallel with Company‘s
electric system. Customer shall bear full responsibility for the installation, maintenance, and safe operation of the
generating Tacility. Upon reasonable request from the Company, customer shall demonstrate generating facility
compliance.

The generating facility shall comply with, and the customer shall represent and warrant its compliance with: (a)
any applicable safety and power quality standards established by the Institute of Electrical and Electronics
Engineers (IEEE) and accredited testing laboratories such as Underwriters Laboratories (UL); (b) the National
Electrical Code (NEC) as may be revised from tinte to time; {c) Company’s rules, regulations, and Company’s
Terms and Conditions of Service as contained in Company’s Retail Electric Tariff as may be revised from time to
time with the approval of the Kentucky Public Service Commission (Commission); (d) the rules and regulations of
the Conunission, as such rules and regulations may be revised from time to time by the Commission; and (e) all
other applicable local, state, and federal codes and laws, as the same may be in effect from time to time. Where
required by law, customer shall pass an eleetrical inspection of the generating facility by a local authority having
jurisdiction over the installation.

Any changes or additions to the Company’s system required to accommodate the generating facility shall be
considered excess facilities. Customer shall agree to pay Company for actual costs incurred for all such excess
facilities prior to construction.

Customer shall operate the generating facility in such a manner as not to cause undue fluctuations in voltage,
intermittent load characteristics, or otherwise interfere with the operation of Company’s electric system. At all
times when the generating facility is being operated in parallel with Company’s electric systemn, customer shall so
operate the generating facility in such a manner that no adverse impacts will be produced thereby to the service
quality rendered by Company to any of its other customers or to auny electric system interconnected with
Company’s electric system. Customer shall agree that the inferconnection and operation of the generating facility is
secondary to, and shall not interfere with, Company's ability to meet its primary responsibility of furnishing
reasonably adequate service to its customers.

Customer shall be responsible for protecting, at customei's sole cost and expense, the generating facility from any
condition or disturbance on Company's electric system, including, but not limited to, voltage sags or swells, system
faults, outages, loss of a single phase of supply, equipment failures, and lightning or switching surges, except that
the Company shall be responsible for repair of damage caused to the generating facility resulting solely from the
negligence or willful misconduct on the part of the Company.
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TERMS AND CONDITIONS FOR LEVEL 1, continued

7

10

After initial installation, Company shall have the right to inspect and/or witness commissioning tests, as
specified in the Level 1 or Level 2 Application and approval process. Following the initial testing and inspection
of the generating facilify and upon reasonable advance notice to customer, Company shall have access at
reasonable times to the generating facility to perform reasonable on-site inspections to verify that the
installation, maintenance and operation of the generating facility comply with the requirementis of this tariff,

For Level 1 generating facilities, where required by the Company, an eligible customer shall furnish and install
on customer's side of the point of common coupling a safety diseonnect switch which shall be capable of fully
disconnecting the customer's energy generating equipment from Company’s electric service under the full rated
conditions of the customer's generating facility. The external disconnect switch (EDS) shall be located adjacent
to Company's meters or the location of the EDS shall be noted by placing a sticker on the meter, and shalf be of
the visible break type in a metal enclosure which can be secured by a padlock. If the ED'S is not located directly
adjacent to the meter, the customer shall be responsible for ensuring the location of the EDS is properly and
legibly identified for so long as the generating facility is operational. The discomnect switch shall be accessible
to Company personnel at all times. The Company may waive the requirement for an EDS for a generating
facility at its sole discretion, and on a case-by-case basis, upon review of the generating facility operating
parameters and if permitted under the Company’s safety and operating protocols.

The Company shall establish a fraining protocol for line workers on the location and use of the EDS, and shall
require that the EDS be used when appropriate, and that the switch be turned back on once the disconnection is
no longer necessary.

Company shall have the right and authority at Company's sole discretion to isolate the generating facility or
require the customer to discontinue operation of the generating facility if Company believes that: (a) continued
interconnection and parallel operation of the generating facility with Company's electric system creates or
confributes (or may create or contribute) to a system emergency on either Company's or customer's electric
system; (b} the generating facility is not in compliance with the requirements of this tariff, and the
noncompliance adversely affects the safety, reliability or power quality of Company's electric system; or (c) the
generating facility interferes with the operation of Company's electric system. In non-emergency situations,
Company shall give customer notice of noncompliance including a description of the specific noncompliance
condition and allow customer a reasonable time to cure the noncompliance prior to isolating the generating
facilities. In emergency situations, when the Company is unable to immediately isolate or cause the customer to
isolate only the generating facility, the Company may isolate the customer's entire facility.

Customer shall agree that, without the prior written permission fiom Company, no changes shall be made to the
generating facility as itially approved. Increases in generating facility capacity will require a new "Application
for Intercommection and Net Metering" which will be evaluated on the same basis as any other new application.
Repair and replacement of existing generating facility components with like components that meet UL 1741
certification requirements for Level 1 facilities and not resulting in increases in generating facility capacity is
allowed without approval.
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TERMS AND CONDITIONS FOR LEVEL 1, continued
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To the extent permitted by law, the customer shall protect, indemnify, and hold harmless the Company and its
divectors, officers, employees, agents, representatives and contractors against and from all loss, claims, actions
or suits, mncluding costs and attorneys fees, for or on account of any injury or death of persons or damage to
property caused by the customer or the customer's employees, agents, representatives and contractors in
tampering with, repairing, maintaining or operating the customer's generating facility or any related equipment
or any facilities owned by the Company except where such injury, death or damage was caused or contributed to
by the fault or negligence of the Company or its employees, agents, representatives, or contractors.

The lability of the Company to the customer for injury to person and property shall be governed by the tariff(s)
for the class of service under which the customer is taking service.

The Customer shall maintain general liability insurance coverage (through a standard homeowner’s, conunercial,
or other policy) for Level 1 generating facilities. Customer shall, upon request, provide Company with proof of
such insurance at the time that application is made for net metering,

By entering into an Interconnection Agreement, or by inspection, if any, or by non-rejection, or by approvai, or
in any other way, Company does not give any warranty, express or implied, as to the adequacy, safety,
compliance with applicable codes or requirements, or as to any other characteristics, of the generating facility
equipment, controls, and protective relays and equipment.

Customer’s generating facility is transferable to other persens or service locations only after notification to the
Company has been made and verification that the installation is in compliance with this tariff, Upon written
notification that an approved generating facility is being transferred to another person, customer, or location, the
Company will verify that the installation is in compliance with this tariff and provide written notification to the
Customer(s) within 20 business days. If the installation is no longer in compliance with this tariff, the Company
will notify the customer in writing and list what must be done to place the facility in compliance.

The customer shall retain any and all Renewable Energy Credits (RECs) that may be generated by their
generating facility.
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TERMS AND CONDITIONS FOR LEVEL 1, continued

Effective Term and Termination Rights

This Agreement becomes effective when executed by both parties and shall continue in effect until terminated. This Agreement may be terminated as
follows: (a) Customer may terminate this Agreement at any time by giving the Company at least sixty (60) days’ written notice; {b) Company may
terminate upon failure by the Customer to continue ongoing operation of the generating facility; (c) cither party may terminate by giving the other party
at teast thirty (30) days prior written notice that the other party s in default of any of the terms and conditions of the Agreement or the Rules or any rate
schedule, taviff, regulation, contract, or policy of the Company, so fong as the notice specifics the basis for termination and there is opportunity te cure
the default; (d) the Company may terminate by giving the Customer at least thirty (30) days notice in the event that there is a material change in an
applicable faw, regulation or statute affecting this Agreement or which renders the system out of compliance with the new law or statute. T hereby
certify that, to the best of my knowledge, all of the information provided in this Application is true, and I agree to abide by all the Teems and Conditions

included in this Application for Interconnection and Net Metering and Company’s Net Metering Tariff,

Customer Signature: Date:

COMPANY APPROVAL SECTION

When signed below by a Company representative, Application for Inferconnection and Net Metering is approved subject to the provisions contained in
this Application and as indicated below.

Company inspection and witaess test: () Required () Waived

If Company inspection and witness test is required, Customer shall notify the Company within three (3) business days of completion of the generating
facility installation and schedule an inspection and witness test with the Company to occur within ten (10) business days of completion of the gencrating
facility installation or as otherwise agreed to by the Company and the Customer, Unless indicated below, the Customer may not operate the generating
facility until such inspection and witness test is successfully completed. Additionally, the Customer may not operate the generating facility until all
other terms and conditions in the Application have been met.

Call: to schedule an inspection and wituess test.

Pre-Inspection operational testing not to exceed ftwo (2) hours: () Allowed () Mot Allowed

1f Company inspection and witness test is waived, operation of the generating facility may begin when instalation is complete, and all other terms and
conditions in the Application have been met.

Additions, Changes, or Clarifications to Application Information: () None () As speeified here;

Approved by Date:

Printed Name: Title:
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Application for Interconnection and Net Metering — Level 2

Use this Applicarion form for connecting to the Kentucky Power distribution system and: 1.) ihe generating facility is
not inverfer based ov is not certified by a nationally recognized festing lnboratory to meel the requirentents of UL
1741 or 2.) does not meet any of the addifional conditions under a Level 1 Application (fuverter based and less thar

or equal to 305V generation).

Submit this Application (along with the application fee of $100) fo:

Terry Hemsworth {Contact person listed is subject to change.
Armerican Eleciric Power Please visit our website for up-to-date
I Riverside Plaza information http://www.kentuckypower.com)

Columbus, Ohio 43215-2373
614-716-4020 Office / 614-716-1414 Fax
themsworth@aep.com

Applicant

Name:
Mailing Address:
City: State: Zip:
Project Contact Person:
Phone: () Phone: ()
E-mail Address:

Service Location
Street Address:
City: State: Zip:

Elecivic Service Account Number:

Alternate Contacts

Provide names and contact information for other contractors, installers, or engineering firms involved in the design and

installation of the generating facilities:
Name Company Telephone/Email
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APPPLICATION FOR INTERCONNECTION AND NET METERING,
LEVEL 2 - CONTINUED

Equipment Qualifications

Total Generating Capacity (kW) of the Generating Facility:

Type of Generator: () Inverter-Based ( ) Synchronous ( )Induction
Energy Source: ( ) Solar () Wind ( )Hydro ( )Biogas ( ) Biomass

Aitach documentation showing that inverter is certified by a nationally recognizes testing laboratory to meet the
regutirements of UL 1741,

Attach site drawing or sketch showing locations of Kentucky Power Company meler, energy source, accessible
discommect switch and inverter.

Attach single line drawing showing all electrical equipment firom the metering location to the energy source including

switches, fuses, breakers, panels, transformers, inveriers, energy source, wire size, equipment ratings, and trangformer
conneclions.

Expected Start-up Date:
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Interconmnection Agreement — Fevel 2

This Interconneetion Agreement (Agreement) is made and entered into this day of ,20 by
and between Kentucky Power Company (Company), and (Customer).
Company and Customer are hereinafier sometimes referred to individually as “Party” or collectively as “Parties™

Witnesseti:

Whereas, Customer is installing, or has installed, generating equipment, controls, and protective relays and
equipment (Generating Facility) used to interconnect and operate in parallel with Company’s electric system,
which Generating Facility is more fully described in Exhibit A, attached hereto and incorporated herein by this
Agreement, and as follows:

Location:

Generator Size and Type:

Now, Therefore, in consideration thereof, Customer and Company agree as follows:
Company agrees to atlow Customer to interconnect and operate the generating Facility in parallel with the

Company’s electric system and Customer agrees to abide by Company’s Net Metering Tariff and all Terms and
Conditions listed in this Agreement including any additional conditions listed in Exhibit A.
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TERMS AND CONDITIONS FOR LEVEL 2:

To intercomnect to the Kentucky Power Company (Company) distribution system, the customer’s generating facility shall
comply with the following terms and conditions:

1 Company shall provide customer net metering services, without charge for standard metering equipment,
through a standard kilowatt-hour metering system capable of measuring the flow of electiicity in two (2)
directions. If the customer requests any additional meter/meters or distribution upgrades are needed to monitor
the flow in each direction, such installations shall be at the customer’s expense.

2 Customer shall install, operate, and maintain, at customer’s sole cost and expense, any control, protective, or
other equipment on the customer’s system required by the Company’s techuical interconnection requirements
based on IEEE 1547, the NEC, accredited testing laboratories such as Underwriters Laboratories, and the
manufacturer’s suggested practices for safe, efficient, and reliable operation of the generating facility in parallel
with Company‘s electric system. Customer shall bear full responsibility for the installation, maintenance, and
safe operation of the generating facility, Upon reasonable request fom the Company, customer shall
demonstrate generating facility compliance.

3 The generating facility shall comply with, and the customer shall represent and warrant its compliance with: (a)
any applicable safety and power quality standards established by the Institute of Electrical and Electronics
Engineers (IEEE) and accredited testing laboratories such as Underwriters Laboratories (UL); (b) the National
Blectrical Code (NEC) as may be revised from time to time; (¢) Company’s rules, regulations, and Company’s
Terms and Conditions of Service as contained in Company’s Retail Electric Tariff as may be revised from time
to time with the approval of the Kentucky Public Service Commission (Commission); (d) the rules and
regulations of the Commission, as such rules and regulations imay be revised from time to time by the
Commission; and (e} all other applicable local, state, and federal codes and laws, as the same may be in effect
from time to time. Where required by law, customer shall pass an electrical inspection of the generating facility
by a local authority having jurisdiction over the installation.

4 Any changes or additions to the Company’s system required fo accommodate the generating facility shall be
considered excess facilities. Customer shall agree fo pay Company for actual costs incurred for all such excess
facilities prior to construction.

5 Customer shall operate the generating facility in such a manner as not to cause undue fluctuations in voltage,
intermittent load characteristics, or otherwise interfere with the operation of Company’s electric system. At all
times when the generating facility is being operated in parallel with Company’s electric system, customer shall
so operate the generating facility in such a manner that no adverse impacts will be produced thereby to the
service quality rendered by Company to any of its other customers or to any electric system interconnected with
Company's electric system. Customer shall agree that the interconnection and operation of the generating facility
is secondary to, and shall not interfere with, Company's ability to meet its primary responsibility of furnishing
reasonably adequate service to its customers.
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TERMS AND CONDITIONS FOR LEVEL 2, continued

6

Customer shall be responsible for protecting, at Customer's sole cost and expense, the generating facility from
any condition or disturbance on Company's electric system, including, but not limited to, voltage sags or swells,
system faults, outages, loss of a single phase of supply, equipment failures, and lightning or switching surges,
except that the Company shall be responsible for repair of damage caused to the generating facility resulting
solely from the negligence or willful misconduct on the part of the Company.

After initial installation, Company shall have the right to inspect and/or witness commissioning tests, as
specified in the Level 1 or Level 2 Application and approval process. Following the initial testing and inspection
of the generating facility and upon reasonable advance notice to customer, Company shall have access at
reasonable fimes to the generating facility to perform reasonable on-sife inspections to verify that the
installation, maintenance and operation of the generating facility comply with the requirements of this tariff.

For Level 2 generating facilities, where required by the Company, an eligible customer shall furnish and install
on customei’s side of the point of common coupling a safety disconnect switch which shall be capable of fully
disconnecting the customer's energy generating equipment from Company’s electric service under the full rated
conditions of the customer’s generating facility. The external disconnect switch (EDS) shall be located adjacent
to Company's meters or the location of the EDS shall be noted by placing a sticker on the meter, and shall be of
the visible break type in a metal enclosure which can be secured by a padlock, If the EDS is not located directly
adjacent to the meter, the customer shall be responsible for ensuring the location of the EDS is properly and
legibly identified for so long as the generating facility is operational, The disconnect switch shall be accessible
to Company personnel at all times. The Company may waive the requirement for an EDS for a generating
facility at its sole discretion, and on a case-by-case basis, upon review of the generating facility operating
parameters and if permitted under the Company’s safety and operating protocols.

The Company shall establish a fraining protocol for line workers on the location and use of the EDS, and shall
require that the EDS be used when appropriate, and that the switch be turned back on once the disconnection is
no longer necessary.

Company shall have the right and authority at Company's sole discretion to isolate the generating facility or
require the customer to discontinue operation of the generating facility if Company believes that: (a) continued
interconnection and parallel operation of the generating facility with Company's electric system creates or
contributes (or may create or contribute) to a system emergency on either Company's or customer’s electiic
system; (b} the generating facility is not in compliance with the requirements of this tariff, and the
noncompliance adversely affects the safety, reliability or power quality of Company's electric system; or (c) the
generating facility interferes with the operation of Company's electric system. In non-emergency situations,
Company shall give customer notice of noncompliance including a description of the specific noncompliance
condition and allow customer a reasonable time to cure the noncompliance prior to isolating the generating
facilities. In emergency situations, when the Company is unable to immediately isolate or cause the custoiner to
isolate only the geunerating facility, the Company may isolate the customer's entire facility.
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TERMS AND CONDITIONS FOR LEVEL 2, continued
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Customer shall agree that, without the prior written permission from Company, no changes shall be made to the
generating facility as initially approved. Increases in generating facility capacity will require a new "Application
for Interconnection and Net Metering" which will be evaluated on the same basis as any other new application.
Repair and replacement of existing generating facility components with like components not resulting in
increases in generating facility capacity is allowed without approval.

To the extent permitted by law, the customer shall protect, Indemnify, and hold harmless the Company and its
directors, officers, employees, agents, representatives and contractors against and from all loss, claims, actions
or suits, including costs and attorneys fees, for or on account of any injury or death of persons or damage to
property caused by the customer or the customer's employees, agents, representatives and contractors in
tampering with, repairing, maintaining or operating the customer's generating facility or any related equipment
or any facilities owned by the Company except where such injury, death or damage was caused or contributed to
by the fault or negligence of the Company or its employees, agents, representatives, or contractors.

The liability of the Company to the customer for injury to person and property shall be governed by the tariff(s)
for the class of service under which the customer is taking service.

The customer shall maintain general liability insurance coverage (through a standard homeowner’s, commercial,
or other policy). Customer shall provide Company with proof of such insurance at the time that application is
made for net metering.

By entering into an Interconnection Agreement, or by inspection, if any, or by non-rejection, or by approval, or
in any other way, Company does not give any wairanfy, express or implied, as to the adequacy, safety,
compliance with applicable codes or requirements, or as to any other characteristics, of the generating facility
equipment, confrols, and protective relays and equipment.

Customer*s generating facility is transferable to other persons or service locations only after notification fo the
Company has been made and verification that the installation is in cormapliance with this tariff. Upon written
notification that an approved generating facility is being transferred to another person, customer, or location, the
Company will verify that the installation is in compliance with this taviff and provide written notification to the
customer(s) within 20 business days, If the installation is no longer in compliance with this taviff, the Company
will notify the customer in writing and list what must be done to place the facility in compliance.

The customer shall retain any and all Renewable Energy Credits (RECs) that may be generated by their
generating facility.
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TERMS AND CONDITIONS FOR LEVEL 2, continued

Effective Term anrd Termination Rights

This Agreement becomes effective when executed by both parties and shall continue in effect until terminated. This
Agreement may be tenminated as follows: (a) Customer may terminate this Agreement at any time by giving the
Company at least sixty (60) days® written notice; (b) Company may terminate upon failure by the Customer to continue
ongoing operation of the generating facility; (c) either party may terminate by giving the other party at least thirty (30)
days prior written notice that the other party is in default of any of the terms and conditions of the Agreement or the Rules
or any rate schedule, tariff, regulation, contract, or policy of the Company, so long as the notice specifies the basis for
termination and there is opportunity to cure the default; (d) the Company may terminate by giving the Customer at least
thirty (30) days notice in the event that there is a material change in an applicable law, regulation or statute affecting this
Agreement or which renders the systent out of compliance with the new law or statute.

IN WITNESS WHEREQF, the Parties have executed this Agreement, effective as of the date first above written.

Customer Signature: Date:
Printed Name: Title:
Company Signature: Date:
Printed Name: Title:
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Intercomnection Agreement — Level 2
Exhibit A

o Exhibit A will contain additional detailed information about the Generating Facility such as a single line
diagram, relay settings, and a description of operation.

= When construction of the Company’s facilities is required, BExhibit A will also contain a description and
associated cost.

u  Exhibit A will also specify requirements for a Company inspection and witness test and when limited operation
for testing or full operation may begin.
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AVAILABILITY OF SERVICE,

To Tariffs R.S., R.S.-L.M.-T.0.D., R.S.-T.0.D., Experimental R.S.~T.0.D. 2, $.G.S., Experimental $.G.S.-T.0.D,, M.G.S,, M.G.5.-
T.0.D,L.G.S. L.G.S.-T.0.D, QP,CIP.-T.0D, CS-IR.P., MW, O.L, and S.L.

4,

RATE.,
Setvice Tariff
All Other C.ILP.-T.0.D,
Energy Charge per KWH per month $6:000824-8 0.000970  $0-008508-80.000667
RATE CALCULATION.
1. Pursuant to the final order of the Kentucky Public Service Commission in Case No. 2004-00420 and the Settlement and

Stipulation Agreement dated October 20, 2004 as filed and approved by the Commission, Kentucky Power Company is to
recovet from retail ratepayers the supplemental annual payments tied to the 18-vear extension of the Rockport Unit Power

Service Agreement (UPSA). Kentucky Power will apply surcharges designed to enable recovery from cach tariff class of

customers, an annual supplemental payment of $5.1 million annually in Years 2005 through 2009, and then increases to $6.2
million annually in Years 2010 through 2021, and then decreases to $5,792,329 in Year 2022,

Kentucky Power will be entitled to receive these annual supplemental payments in addition to the base retail rates established
by the Conmission. The costs associated with the underlying Rockport Unit 1 and 2 UPSA will continue to be included in
base rates.

The increased annual revenues will be generated by two different K WH rates, one for CIP-TOD tariff customiers and one for
All Other tariff custoniers,

The allocation of the addijtional revenues fo be collected from the CIP-TOD tariff customers and All Other taviff customers
will be based upon the {otal annual revenue of each of the two-customer classes. Once the additional revenues have been
allocated between the two customer classes based upon total annual Kentucky retail revenue, the additional revenue will be
collected within the two customer classes (CIP-TOD and All Other tariffs) on a KWIH basis. The KWH rate to be applied to
each of these two customer class groups shall be sufficient to generate that portion of the total increase in annual revenues
equal to the percentage of total annual revenues produced by cach of the two customer class groups (CIP-TOD and All Qther

tariffs).

The Stipulation and Settlement Agreement is made upon the express agreement by the Parties that the receipt by Kentucky
Power of the additional revenues called for by Section II(1)(a) and HI(1)(b) shall be accorded the ratemaking treatment set
out in Section III. In any proceeding affecting the rates of Kentucky Power during the extension of the UPSA under this
Stipulation and Settlement Agreement, the provisions of Section IIl are an express exception to Section VI(4) of the
Stipulation and Settlement Agreement.

The Capacity Charge factors will be applied to bills monthly and will be shown on the Customer’s bill as a separate linc ften.
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TARIFF E.S.
(Environmental Surcharge)
APPLICABLE.
To Tariffs R.S., RS-LM-T.0.D, RS.-T.0D, Experimental R.S-T.0.D. 2, 5.G.5,, Experimental 5.G.5.-1.0.D.,
M.G.S., MG.8.-T.0.D, L.GS,L.GS-T.0.D, QP, CLP-T.OD, C.S-LRP, MW., 0L, and S.L.
RATE.

1. I'he environmental surcharge shall provide for monthly adjustmenis based on a percent of revenues, excluding
revenues under the Transmission Adjustment equal to the difference between the environmental compliance costs in the base period
as provided in Paragraph 3 below and in the current period according to the following formula:

Monthly Environmental Surcharge Factor = Net KY Retail B}
KY Retail R(m)

Where:
Net KY Retail E(m) = Monthly E(m) allocated to Kentucky Retail Customers, net of Qver/
(Under) Recovery Adjustiment; Allocation based on Percentage of
Kentucky Retail Revenues to Total Company Revenues in the Expense
Month.
(For purposes of this formula, Total Company Revenues do not include
Non-Physical Revenues.)
KY Retail R(m) = Kentucky Retail Revenues for the Expense Month, excluding Transmission
Adjustment Revenues.
2. Monthly Environmental Surcharge Gross Revenue Requirement, E(m)
Ewm) = CRR - BRR
Where:
CRR = Current Period Revenue Requirement for the Expense Manth,
BRR = Base Period Revenue Requirement.
3. Base Period Revenue Requirement, BRR
BRR = The Following Monthly Amounts:
Base Net
Billing Month Environmental Costs
JANUARY $ 2534784 §3,99/,163
FEBRUARY 32,003,595- $ 3,590,810
MARCII 2.845.066- § 3,651,374
APRIL 2095535 § 3,647,040
MAY 1514:859 § 3,922,590
JUNE LH3578 § 3,627,274
JULY 2818212 § 3,805,325
AUGUST 2342883 3 4,088,830
SEPTEMBER 2855305 § 3,740,010
OCTOBER 218975 83,260,302
NOVEMBER 2,508,522 § 2,786,040
DECEMBER ~1-407.069 § 4.074.321
$28:106:683 §44,185,079
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RATE (Cont’d

Where:
RBgpcy

RORgp(c

OFExrcy
RBnyoy

RORusey

OBy

AS

4, Current Period Revenue Requirement, CRR

TARIFF E.S. (Cont’d}
{Environmenial Surcharge}

CRR=[(RBxp(c))(RORxp(cy)/12) + OExep(c) + [(RBumaey) (RORmue))/12) + OBnvqey] (15} — AS]

Environmental Compliance Rate Base for Big Sandy.

Annual Rate of Return on Big Sandy Rate Base;
Annual Rate divided by 12 to restate to a Monthly Rate of Return.

Monthly Pollution Control Operating Expenses for Big Sandy.
Environmental Compliance Rate Base for Rockport.

Annual Rate of Return on Rockport Rate Base;
Annual Rate divided by 12 to restate to a Monthly Rate of Return.

Monthly Pollution Control Operating Expenses for Rockport.

Net proceeds from the sale of SO, emission allowances,

ERCs, and NOx emission allowances, reflected in the month

of receipt. The 8O, allowance sales can be from either EPA
Auctions or the AEP Interim Allowance Agreement Allocations.

“KP(C)” identifies components from the Big Sandy Units — Current Perfod, and “IM(C)” identifies components from the
Indiana Michigan Power Company’s Rockport Units — Curreat Period,

The Rate Base for both Kentucky Power and Roclkport should reflect the current costs associated with the 1997 Plan and
the 2003 Plan. The Rate Base for Kentucky Power should also include a cash working capital allowance based on the 1/8
formula approach, due to the inclusion of Kentucky Power’s accounts receivable financing in the capital structure and
weighted average cost of capital. The Operating Expenses for both Kentuclky Power and Rockport should reffect the
current operating expenses associated with the 1997 Plan, the 2003 Plan, the 2005 Plan and the 2007 Plan.

The Rate of Return for Kenfucky Power is 10.5% rate of return on equity as authorized by the Commission in its
March 14, 2006 Order in Case No. 2005-00341 at page 12.

(Cont’d on Sheet No. 29-3)
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TARIFEF B.8. (Cont’d)
(Environmental Surcharge)

RATE (Cont’d
The Rate of Return for Rockport should reflect the requirements of the Rockport Unit Power Agreement.

Net Proceeds from the sale of emission allowances and ERCs that reflect net gains will be a reduction to the Current
Period Revenue Requirement, while net losses will be an increase.

The Current Period Revenue Requirement will reflect the balances and expenses as of the Expense Month of the filing,
5. Environmental costs “E” shall be the Company’s costs of compliance with the Clean Air Act and those environmental
requirements that apply to coal combustion wastes and by-products, as follows:
(2) cost associated with Continuous Emission Monitors (CEMS)
(b)  costs associated with the terms of the Rockport Unit Power Agreement
(c) the Company’s share of the pool capacity costs associated with Gavin scrubber(s)
(d) return on SO, allowance inventory
(c) costs associated with air emission fees

H over/under recovery balances between the actual costs incurred less the amount collected through
the environmental surcharge

(g) costs associated with any Commission’s consultant approved by the Commission

(h)  costs associated with Low Nitrogen Oxide (NO) burners at the Big Sandy Generating Plant

6 costs associated with the consumption of SO, allowances

)] costs associated with the Selective Catalytic Reduction (SCR) at the Big Sandy Generating Plant
(k)  costs associated with the upgrade of the precipitator at the Big Sandy Generating Plant

0 costs associated with the over-fire air with water injection at the Big Sandy Generating
Plant

(m)  costs associated with the consumption of NO, allowances

() return on NO, allowance inventory

() 25% of the costs associated with the Reverse Osmosis Water System (the amount is subject to
adjustment at subsequent 6 month surcharge reviews based on the documented utilization of
of the RO Water System by the SCR}

(p)  ocosts associated with operating approved pollution control equipment

(Cont’d on Sheet No, 29-4}
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G))

®

TARIFR E.5, (Cont’d)
(Enviroamental Surcharge)

costs associated with maintaining approved pollution control equipment including material and contract
labor (excluding plant labor)

the Company’s share of the pool Capacity costs associated with the following:

Amos Unit No, 3 CEMS, Low NO, Burners, SCR, FGD, Landfill, Coal Blending Facilities and SO;
Mitigation

o Cardinal Unit No 1 CEMS, Low NO,Burmers, SCR, Catalyst Replacement, FGD, Landfill and 805
Mitigation

o Gavin Plant SCR and SCR Catalyst Replacement

e Gavin Unit No 1 and 2 Low NO, Burners and SO, Mitigation

o  Kammer Unit Nos 1, 2 and 3 CEMS, Over Fire Air and Duct Modification

o Mitchell Unit Nos 1 and 2 Water Injection, Low NO, burners, Low NO, burner Modification, SCR, FGD,
Landfill, Coal Blending Facilities and SOy Mitigation

o Mitchell Plant Common CEMS, Replace Burner Barrier Valves and Gypsom Material Handling Facilities

o  Muskingum River Unit No 1 Low NO, Ductwork, Over Fire Air, Over Fire Air Modification, Watex
Injection and Water Injection Modification

o Muskingum River Unit No 2 Low NO, Ductwork, Over Fire Air, Over Fire Air Modification and Water
Injection

o  Muskingum River Unit No 3 Over Fire Alr, Over Fire Air Modification with NO, Instrumentation

o Muskingum River Unit No 4 Qver Fire Air with Modification

o Muskingum River Unit No 5 Low NO, Burner with Modification and Weld Overlay, an SCR and SO3
Mitigation

o Muskingumn River Comumon CEMS

o Phillip Sporn UnitNo 2 Low NO, Burners with Modifications

o Phillip Sporn Unit No 4 and 5 Low NO, Burners and Modulating Injection Air system with Modifications

o  Phillip Spora Common CEMS, SO, Injection System and Landfill

o Rockport Unit No 1 and 2 Low NO, Burners and Landfill

{Cont’d on Sheet No. 29-5)
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TARIFF E.S. (Cont’d)
(Environmental Surcharge}

RATE {(Count’d)

o  Tanners Creck Unit No 1 Low NQO, Burners, with Modifications and Low NO, Burners Leg Replacement
o Tanners Creek Unit No 2 and 3 Low NO, Burners with Modifications

e Tanners Creek Unit No 4 Over Fire Alr, Low NO, Burners and ESP Controls Upgrade

o  Tanners Creek Common CEMS and Coal Blending Facilities

e  Title V Air Emission Fees at Amos, Cardinal, Gavin, Kammer, Mitchell, Muskingum River, Phitlip Sporn,
Rockport and Tanners Creek plants.

6. The monthly envivonmental surcharge shall be filed with the Commission ten (10) days before it is scheduled to go into
effect, along with all necessary supporting data to justify the amount of the adjustments which shall include data and information

as may be required by the Commission.
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TARIFE R.T.P.
(Experimental Real-Time Pricing Tariff)

AVAILABILITY OF SERVICE,

Available for Real-Time Pricing (RTP) service, on an experimental basis, to customers normally taking firm service under
Tariffs Q.P. or C.LP.-T.0.D. for their total capacity requirements from the Company. The customer will pay real-time prices
for load in excess of an amount designated by the customer. This experimental tariff will be limited to a maxinum of 10
customers. The incremental cost of any special metering or communications cquipment required for service under this
experimental tariff beyond that normally provided under the applicable standard Q.P. or C.LP.-T.0.D. tariff shall be borne by
the customer, The Company reserves the right to terminate this Tariff at any time after the end of the experiment,

PROGRAM DESCRIPTION.

The Experimental Real-Time Pricing Tariff is veluntary and will be offered on a pilot basis for a three-year period, The RTP
Tariff will offer customers the opportunity to manage their electric costs by shifting load from higher cost to lower cost pricing
periods or by adding new load during lower price periods. The experimental pilot will also offer the customer the ability to
experiment in the wholesale electricity market by designating a portion of the customer’s load subject to standard tariff rates
with the remainder of the load subject to real-time prices. The designated portion of the customer’s load is billed under the
Company’s standard Q.P. or C.LP.-T.O.D. tariff. The remainder of the customer’s capacity and energy load is billed at prices
established in the PIM Interconnection, L.L.C. (PYM) RTO market.

CONDITIONS OF SERVICE.

The customer must have a demand of not less than 1 MW and specify at least 100 kW as being subject to this Tariff. The
customer designates the maximum amount of load to be supplied by Kentucky Power Company under the applicable Tariff
Q.P. or Tariff C.LP. — T.0.D. All usage equal to or less than the customer-designated level of load will be billed under the
appropriate Tariff Q.P. or Tariff CLP. - T.0.D. All usage in excess of the customer-designated level will be billed under Tariff
RTP. Al reactive demand shall be billed in accordance with the appropriate Tariff Q.P. or Tariff C.IP. - T.O.D.

RATE.
1. Capacity Charge.

The Capacity Charge, stated in $/kW, will be determined from the auction price sct in the Reliability Pricing Model (RPM)
auction held by PIM 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 the 5 highest PIM hourly values. The price will be further adjusted for demand losses (DL} and a factor to reflect the
PIM-required reserve margin (RM).

Capacity Charge=RPM x DF x DL x RM

Where:
RPM =Results of the annual RPM auction price applicable to the AEP load zone =$3-404/ $5.301/kW-month
DF = Diversity Factor
CLP.-T.0.D. =883 §0.72
QP.=068 §0.72
DL = Demand Loss Factor
RM = Reserve Margin = RPM clearing price reserve margin =44%5 1./65

(Cont’d on Sheet No. 30-2)
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TARIEFTF R.T.P.
(Experimental Real-Time Pricing Tariff)

RATE (continuned).
2.  Energy Charge.

The Energy Charge, stated in $/KWH, will be determined hourly using the AEP East Load Zone Real-Time Locational
Marginal Price (LMP) established by PIM (including marginal losses), adjusted for enerpy losses (EL). The charge will be
applied to the usage in excess of the customer-designated level for each billing period.

Energy Charge =LMP x EL

Where:
LMP = AEP East Load Zone Real-Time Locational Marginal Price
EL = Energy Loss Factor excluding marginal losses for transmission and subtransmission

3. Transmission Charge.

The Transmission Charge, stated in $/kW, will be determined from the Networl Integration Transmission Service (NITS)
rate for the AEP East Zone, The NITS rate will be adjusted by the class average diversity factor (DF) derived from billing
demands for the preceding year and the coincident peak established for the class at the time of the highest AEP East Zone
hourly value. The price will be further adjusted for demand losses (DL).

Transmission Charge = NITS x DF x DL

Where:
NITS = NITS Rate for the AEP East Zone = $L7574/ 2.1116/kW
DF = Diversity Factor
CILP.-T.0.D.=8:83 0.66
Q.P.=8:670.63
DL = Demand Loss Factor

4. Other Market Services Charge.

The Other Market Services Charge, stated in $/KWH is developed using all other PIM related market costs allocated to
Kentucky Power Company from PJM not captured efsewhere. It is applied 1o all usage in excess of the customer-designated
level for each billing period.

Secondary = $0:002915-/50.002499/KWH
Primary = $0.002842-/$0.002404/KWH
Subtransmission = $8:002808 /$0.002359/KHWH
Transmission = $8:002765-/$0.002337/KIWVH

5. Distribution Charge.

The Distribution Charge, stated in $/kW, is equivalent to the distribution portion of the current rates jncluded in Tariff Q.P.
and Tariff CILP. ~T,0.D.

Secondary = §4:46 / §7.97/kW
Primary = $2.97-/ §4.72/ W

(Cont’d on Sheet No. 30-3)
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TARIFF R.T.P.
(Experimental Real-Time Pricing Tariff)

RATE (continued).
6. Program Charge.

The Program Charge is $150 per month for billing, administration and communications required to implement and administer
the Experimental Real-Time Pricing Tariff,

7. Riders.
Bills rendered undey this Tariff for RTP usage shall be subject to any current or future non-generation related riders.

A customer”s total bill shall equal the sum of the RTP bilf fov all usage in excess of the customer-designated level and the standard
tariff bill for usage equal to or below the designated level.

DELAYED PAYMENT CHARGE,

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional
charge of 5% of the unpaid balance will be made,

METERED VOLTAGE.,

The rates set forth in this tariff are based upon the delivery and measurement of energy at the same voltage, thus measurement will
be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be achieved
through the use of loss compensating equipment, the use of formulas to calculate losses or the application of multipliers to the
metered quantities. In such cases, the metered kWh and KW values will be adjusted for billing purposes. If the Company elects to
adjust k'Wh and W based on multipliers, the adjustment shall be in accordance with the following:

(1)  Measuwements taken at the low-side of a customer-owned transformer will be multiplied by 1.01.
(2)  Measurements taken at the high-side of a Company-owxned transformer will be multiplied by 0.98.

MONTHLY BILLING DEMAND,

Billing demand in KW shall be taken each month as the highest single 15-minute integrated peal in KW as registered during the
month by a demand meter. The monthly billing demand so established shall in no event be less than 60% of the greater of (a) the
customer’s contract capacity set forth on the contract for electric service or (b) the customer’s highest previously established
monthly billing demand during the past 11 months. The RTP monthly billing demand shall be the customer’s mounthly billing
demand in excess of the customer-designated level.

TERM.

Customers who participate in this experimental tariff are required to enter into a written service agreement. Customer
participation will coincide with the PIM planning year which runs from June 1 through May 31. Customers must enroll by May
15 of each year to begin service on June 1 and must stay with the service for the entire planning year. Customers who choose not
to re-enroll in the program are ineligible to return to the program. No additional customers will be placed under this tariff after
June 1, 2010,

(Cont’d on Sheet No. 30-4)
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TRANSFORMER AND LINE LOSSES.

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

Secondary = 409752 1.10221
Primary =-106908 1.06570
Subtransmission = 1.04605-1,04278
Transmission = 1083056-1.03211

Energy losses will be applied to the Energy Charge using the following factors:
Secondary = 4:05938-1.06938
Primary =1+03361-1.02972
Subtransmission =1-046671.00954
Transmission = 164310- 1.00577

SPECIAL TERMS AND CONDITIONS,

This tariff is subject o the Company’s Terms and Conditions of Service.

A customer’s plant is considered as one or more buifdings, which are served by a single electrical distribution system provided
and operated by customer. When the size of the customer’s load necessitates the delivery of energy to the customer’s plant
over more than one circuit, the Company may elect to connect ifs circuits to different points on the customer’s system
frrespective of contrary provisions in Terms and Conditions of Service.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under
Tariff COGEN/SPP 11 or by special agreement with the Company.
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RIDER G.P.O.
(Green Rricing Option Rider)
AVAYLABILITY OF SERVICE,

Available to customers taking metered service under the Company’s R.S., R.S.-L.M.-T.0.D., Experimental R.5.-T.0.D.2, 8.G.S,,
Experimental $.G.S.-T.0.D,, M.G.S., M.G.S.-T.0.D,, L.G.S,, L.G.8.-T.0.D.,, Q.P., CLP-T.O.D., CS.-LR.P. and M. W. tariffs.

Participation in this program may be limited by the ability of the Company to procure renewable energy certificates (RECs}) from Renewable
Resources. Tf the total of all kWh under contract under this Rider equals or exceeds the Company’s ability to procure RECs, the Company

may suspend the availability of this Rider to new participants,

CONDITIONS OF SERVICE,

Customers who wish to support the generation of electricity by Renewable Resources may contract to purchase cach month a specific number
of fixed kWh blocks, whete each block equals 100 kWh. Customers may elect to purchase a minimum of one (1) block per month and a
maximum of 500 blocks per month,

Renewable Resources shall be defined as Wind, Solar Photovoltaic, Biomass Co-Firing of Agricultural crops and all cnergy crops, Hydro (as
cettified by the Low Tmpact Hydro Institute), ncremental Improvements in Large Scale Hydro, Coal Mine Methane, landfill Gas, Biogas
Digesters, Biomass Co-Firing of All Woody Waste including mill residue, but excluding painted or treated lumber, Only Renewable
Resources brought into service on or after January 1, 1997 shall qualify.

RATE.

In addition to the monthly charges determined according to the Company’s tariff under which the customer takes metered service, the
customer shail also pay the following rate for each fixed k'Wh block under contract regardless of the customer’s actual energy consumption
during that month. The charge will be applied to the customer’s bill as a separate line item.

‘The Company will provide customers at least 30-days’ advance notice of any change in the Rate. At such time, the customer may modify or
cancel their automatic monthly purchase agreement. Any canceilation will be cffective at the end of the cwrent billing period when notice is

provided.
Charge ($ per 100 kWh block): $ 2.00/month
TERM.
This is a voluntary program. Customers may participate through a one-time purchase, or establish an automatic monthly purchase

agreement. Any payments under this program are nonrefundable.

SPECIAL TERMS AND CONDITIONS.

This Rider is subject to the Company’s Terms and Conditions of Service and all provisions of the tariff under which the customer takes
service, including all payment provisions. The Company may deny or terminate service under this Rider to customers who are delinquent
in payment to'the Company.

TFunds collected under this Green Pricing Oplion Rider will be used solely to purchase RECs for the program,
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RIDER A.F.5.
(Alternate Feed Service Rider)

AVAILABILAITY OF SERVICE,

Standard Alternate Feed Service (AFS) is a premium service providing a redundant distribution service provided through a
redundant distribution line and distribution station transformer, with automatic or manual switch-over and recovery, which
provides increased reliability for distribution service, Rider AFS applies to those customers requesting new or upgraded
ATS after the effective date of this rider. Rider AFS also applies to existing customers that desire to maintain redundant
service when the Company must make expenditures in order to continue providing such service,

Rider AFS is available to customers who request a primary voltage alternate feed and who normally take service under
Tariffs M.G.S., M.G.S. TOD, L.G.8,, L.G.S.-TOD, Q.P., C.IP. TOD, or M.W, for their basic service requirements,
provided that the Company has adequate capacity in existing distribution facilities, as determined by the Company, or if
changes can be made to make capacity available. ATS provided under this rider may not be available at all times,
including emergency situations.

SYSTEM IMPACT STUDY CHARGE.

The Company shall charge the customer for the actual cost incurred by the Company to conduct a system impact study for
each site reviewed. The study will consist of, but is not limited to, the following: (1) identification of customer load
requirements, (2) identification of the potential facilities needed to provide the AFS, (3) determination of the impact of
AFS loading on all electrical facilities under review, (4) evaluation of the impact of the AFS on system protection and
coordination issues including the review of the transfer switch, (5) evaluation of the impact of the AFS request on system
reliability indices and power quality, (6) development of cost estimates for any required system improvements or
enhancements required by the AFS, and (7) documentation of the results of the study. The Company will provide fo the
customer an estimate of charges for this study.

EQUIPMENT AND INSTALLATION CHARGE.,

The customer shall pay, in advance of construction, a nonrefundable amount for all equipment and installation costs for all
dedicated and/or local facilities provided by the Company required to furnish either a new or upgraded AFS. The payment
shall be grossed-up for federal and state taxes, assessment fees and gross receipts taxes. The customer will not acquire any
title in said facilities by reason of such payment. The equipment and installation charge shall be determined by the
Company and shall include, but 1ot be limited to, the following: (1) all costs associated with the AFS dedicated and/or
local facilities provided by the Company and (2) any costs or modifications to the customer’s basic service facilities.

The customer is responsible for all costs associated with providing and maintaining phone service for use with metering to
notify the Company of a transfer of service to the AFS or return to basic service.

TRANSFER SWITCH PROVISION.

In the event the 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 required fo be at primary voltage and must meet the
Company’s engineering, operational and maintenance specifications. The Company reserves the right to inspect the
customer-owned switches periodically and to discomnect the AFS for adverse impacts on reliability or safety.

{Cont’d on Sheet No. 32-2)
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RIDER A.F.S.
(Alternate Feed Service Rider)

TRANSFER SWITCH PROVISION (continued).

Existing AFS customers, who receive basic service 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 and/or control module requires replacement, and the customer desires to continue the ATS, the
customer shall pay the Company the total cost to replace such equipment which shall be grossed up for federal and state
taxes, assessment fees and gross receipts taxes. In addition, the customer shall pay a monthly rate of $73.57 for the
Company to aonually test the transfer switch / control module and the customer shall reimburse the Company for the
actual costs involved in maintaining the Company-owned transfer switch and control module.

In the event a customer receives basic service at secondary voltage and requests AFS, the Company will provide the AFS
at primary voltage. The Company will install, own, maintain, test, inspect and operate the transfer switch and control
module. The customer shall pay the Company a nonrefundable amount for all costs associated with the transfer switch
installation. The payment shall be grossed-up for federal and state taxes, assessment fees and gross receipts taxes. In
addition, the customer is required to pay the monthly rate for testing and ongoing maintenance costs defined above. When
the Company-owned transfer switch and/or control module requires replacement, and the customer desires to continue the
AFS, customer shall pay the Company the total cost to replace such equipment which shall be grossed up for federal and
state laxes, assessment fees and gross receipts taxes.

After a transfer of service to the AFS, a customer utilizing a manual or semi-automatic transfer switch shall return to the
basic service within one (1) week or as mutually agreed to by the Company and customer. In the event system constraints
require a transfer to be expedited, the Company will endeavor to provide as much advance notice as possible to the
customer. However, the customer shall accomplish the transfer back to the basic service within ten minutes if notified by
the Company of system constraints, In the event the customer fails to return to basic service within 12 hours, ot as
mutually agreed to by the Company and customer, or within ten minutes of notification of system constraints, the
Company reserves the right to immediately disconmect the customer’s load from the AFS source. If the customer does not
return to the basic service as agreed fo, or as requested by the Company, the Company may alse provide 30 days’ notice to
terminate the AFS agreement with the customer.

The customer shall make a request to the Company for approval three days in advance for any planned switching.

MONTHILY AFS CAPACITY RESERVATION DEMAND CHARGE.

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

The Monthly AFS Capacity Reservation Demand Charge for the reservation of distribution station and primary lines is
$4.72 per kW.

AFS CAPACITY RESERVATION,

The customer shall reserve a specific amount of AFS capacity equal to, or less than, the customer’s normal maximum
requirements, but in no event shall the customer’s AFS capacity reservation under this rider exceed the capacily
reservation for the customer’s basic service under the appropriate tariff. The Company shall not be required to supply AFS
capacity in excess of that reserved except by mutual agreement. ()

(Cont’d on Sheet No. 32-3)

DATE OF ISSUE December 29, 2009 EFFECTIVE DATE  _Service rendered on and after January 29,2010
ISSUED BY  _ERRQOL K. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issucd by apthority of an Order of the Public Service Commiission in Casc No. 20092-00459 dated




KENTUCKY POWER COMPANY P'Eax‘;ibjg?;}’\’{fz Original Sheet No. 32-3
9 Canceling Sheet No. 32-3

P.S.C. ELECTRIC NO.9

RIDER AF.S.
(Alternate Feed Service Rider)

AFS CAPACITY RESERVATION (continued), ()

If the customer plans to increase the AFS demand at anytime in the future, the customer shall promptly notify the
Company of such additional demand requirements. The customer’s AFS capacity reservation and billing will be adjusted
accordingly. The customer will pay the Company the actual costs of any and all additional dedicated and/or local facilities
required to provide AFS in advance of construction and pursuant to an AFS construction agreement. If customer exceeds
the agreed upon AFS capacity reservation, the Company reserves the right to disconnect the AFS. If the customer’s AFS
metered demand exceeds the agreed upon AFS capacify reservation, which jeopardizes company facilities or the electrical
service to other customers, the Company reserves the right to disconnect the AFS immediately. If the Company agrees to
allow the customer to continue AFS, the customer will be required to sign a new AFS agreement reflecting the new AFS
capacity reservation. In addition, the customer will promptly notify AEP regarding any reduction in the AFS capacity
reservation.

The customer may reserve partial-load AFS capacity, which shall be less than the customer’s full requirements for basic
service subject to the conditions in this provision. Prior to the customer receiving partial-load AFS capacity, the customer
shall be required to demonstrate or provide evidence to the Company that they have installed demand-controlling
equipment that is capable of curtailing load when a switch has been made from the basic service to the AFS. The
Company reserves the right to test and verify the customer’s ability to curtail load to meet the agreed upon partial-load
AFS capacity reservation.

DETERMINATION OF BILLING DEMAND.

Full-Load Requirement:

For customers requesting AFS equal to their load requirement for basic service, the AFS billing demand shall be
taken each month as the single-highest 15-minute integrated peak as registered during the month by a demand meter or
indicator, but the monthly AFS billing demand so established shall in no event be less than the greater of (a) the
customer’s AFS capacity reservation, or (b) the customer’s highest previously established monthly billing demand on the
AFS dwring the past 11 months, or (¢) the customer’s basic service capacity resetvation, or (d) the customer’s highest
previously established monthly billing demand on the basic service during the past 11 months.

Partial-Load Requirement:

For customers requesting partial-load AFS capacity reservation that is less than the customer’s full requirements
for basic service, the AFS billing demand shall be taken each month as the single-highest 15-minute integrated peak on the
AFS as registered during the month by a demand meter or indicator, but the monthly AFS billing demand so established
shall in no event be less than the greater of (a) the customer’s AFS capacity reservation, or (b) the customer’s highest
previously established monthly metered demand on the partial-load AFS during the past 11 months.

DELAVED PAYMENT CHARGE,

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of 5%

of the unpaid balance will be made, (M)

(Cont’d on Sheet No. 32-4)

DATE OF ISSUE December 29, 2009 EFFECTIVE DATE _Service rendered on and after January 29, 2010
ISSUEDBY E.K, WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT. KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated




KENTUCKY POWER COMPANY P 155 ot 142 Original Sheet No. 324

Canceling Sheet No. 32-4

P.S.C. ELECTRIC NO. 9

RIDER A.F.S.
(Alternate Feed Service Rider)

TERMS OF CONTRACT,

The AFS agreement under this rider will be made for a period of not less than one year and shall remain in effect thereafter
until either party shail give at least six months® written notice to the other of the intention to discontinue service under the tetms

of this rider.

Disconnection of AFS under this rider due to reliability or safety concerns associated with customer-owned transfer
switches will not relieve the customer of payments required hereunder for the duration of'the agreement term.

SPECIAL TERWS AND CONDITIONS.

This rider is subject to the Company’s Terms and Conditions of Service.

Upon receipt of a request from the customer for non-standard AFS (AFS which includes unique service characteristics different
from standard AFS), the Company will provide the customer with a written estimate of all costs, including system impact study
costs, and any applicable unique terms and conditions of service related to the provision of the non-standard AFS. An AFS
agreement will be filed with the Commission under the 30-day filing procedures. The AFS agreement shall provide full
disclosure of all rates, terms and conditions of service under this rider, and any and all agreements related thereto.

The Company will have sole responsibility for determining the basic service circuit and the AFS circuit.

The Company assumes no liability should the AFS cireuit, transfer switch, or other equipment required to provide AFS fail to
operate as designed, is unsatisfactory, or is not available for any reason.

DATE OF ISSUE December 29, 2009 EFFECTIVE DATE  Service rendered on and after January 29, 2010

ISSUED BY _ERROL K. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKEFORT, KENTUCKY
NAME TITLE ADDRESS

1ssued by authority of an Qrder of the Public Service Commission in Case No. 2009-00429 dated

(M)

(n)



Exhibit EKW-5

KENTUCKY POWER COMPANY Page 139 of 142 Original Sheet No. 33-1
Canceling Sheet No. 33-1

P.S.C. ELECTRICNQ. 9

U.GR.T.
(Utility Gross Receipts Tax) (N)
(School Tax)

APPLICABLE.

To all Tariff Schedules.

RATE.

This tariff schedule is applied as a rate increase pursuant to KRS 160.617 to all other tariff schedules for the recovery by
the utitity of the utility gross receipts license tax imposed by the applicable school 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 school district may
not exceed 3%. The utility gross receipts license tax shall appear on the customer’s bill as a separate line item. ()

DATE OF ISSUE  December 29. 2009 DATE EFFECTIVE__Service rendered on or after Janwary 29, 2010

ISSUED BY EK. WAGNER DIRECTOR OF REGULATORY SERVOCES FRANKFORT. KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No, 2009-00459 dated
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KENTUCKY POWER COMPANY Page 140 of 142 Original Sheet No. 34-1
Canceling Sheet No. 34-1

P.S.C.ELECIRICNO. 9

K.S.T.
(Kentueky Sales Tax)

APPLICABLE.

To all Tariff Schedules.
RATE,

This tariff schedule is applicd as a rate increase to all other applicable tariff schedules for the recovery by the utility
pursuant to KRS 139.210 of the Kentucky Sales Tax imposed by KRS 139.200 for all customers not exempted by KRS
139.470(8). For any other exempt customers, an exemption certification must be received and on file with the Company.
The Kentucky Sales Tax rate is currently imposed by the Commonwealth of Kentucky at the rate of 6%. The Kentucky
Sales Tax shall appear on the customer’s bill as a separate line item.

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE _ Service rendered on or after January 29, 2010

ISSUED BY ______ B.K. WAGNER DIRECTOR OF REGULATORY SERVICES ~ FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated

(M)



Exhibit EKW-5

KENTUCKY POWER COMPANY Page 141 of 142 Original Sheet No. 35-1
Canceling Sheef No, 35-1

P.S.C. BLECTRICNO. 9

TARIFF T.4.
(Transmission Adjustment)

AVAILABILITY OF SERVICE.

To Tariffs R.S,, R.S.-L.M.-T.Q.D,, Bxperimental R.S-T.0.D., R.5.-T.0.D.2, 8.G.8,, 8.G.5.-T.0.D., M.G.S., Experimental
M.G.S.-T.0.D, L.G.S., L.GS-T.0.D., QP, CIP-T.0.D., CS.- LR.P., and M.W.

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

Transmission Balancing
Adjustment Adjustment
Factor (T.AF. Factor (B.AL.
Factor: % of Total Bill -1.12942% 0%
RATE CALCULATION.
I. The Transmission Adjustment shall provide for annual adjustments based on a percent of revenues, excluding

revenues under the Environmental Surcharge, equal to the difference between the transmission costs in the base
period as provided in Paragraph 3 below and in the current period according to the following formula:

Transmission Adjustment Factor = KY Retail T(a)
KY Retail R(2)
Where:
KY Retail T(a) = Annual T(a) for Kentucky Retail Customers.

1l

KY Retail R(a) Kentucky Retail Revenues for the Expense Year, excluding Environmental

Surcharge revenues.

2. Transmission Adjustment Annual Gross Revenue Requirement, T(a)
T = CTRR — BTRR
Where:
CTRR =  Current Period Transmission Revenue Requirement for the Expense Year, (Kentucky
Retail Share of Total Company Expenses).
BTRR = Base Period Transmission Revenue Requirement,
3. Base Period Transmission Revenue Requirement, BTRR
BTRR = The annual amount of $49,514,393 for Kentucky Retail Customers,

(Cont’d on Sheet No. 35-2)

DATE OF ISSUE  December 29, 2009 DATE EFFECTIVE Service rendered on and after January 29, 2010

ISSUED BY BE.K. WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Order of the Public Service Commission in Case No. 2009-00459 dated

(19}




Exhibit EKW-5

KENTUCKY POWER COMPANY Page 142 of 142 Original Sheet No. 335-2
Canceling Sheet No. 35-2

P.S.C.ELECTRICNO. 9

TARIFF T.A. Cont’d (N
(Transmission Adjusterent) )

4. Current Period Transmission Revenue Requirement, CTRR

CTRR = NITS~RC+RTO +TOA+ECRC+PIMA +TEC
Where:
NITS = Network Integration Transmission Service Charges (Attachment H-14),
RC = Revenue Credits (Attachment H-14).
RTO = RTO start-up costs (Attachment H-14),
TOA = Transmission Owner Scheduling, System Control and Dispatch Scrvice (Schedule 1A).
ECRC = Expansion Cost Recovery Charge (Schedule 13).
PIMA = PIM Administrative Charges (Schedules 9 and 10},
TEC = Transmission Enhancement Charges (Schedule 12).

5. The Transmission Adjustment Factor shall be based upon estimated annual revenues and costs, subject to subsequent
adjustment through the Balancing Adjustment Factor upon final determination of actual revenues and costs.

6. 'The Balancing Adjustment Factor will reconcile any over-, or under-recovery of transmission costs from prior periods.
The Balancing Adjustment Factor will be in effect for the second through twelfth months of the subsequent annual
period. The Balancing Adjustment Factor will be determined by dividing the difference between the actual amounts
charged or credited in the prior period and the actual amounts that should have been charged or credited in the prior
periad by the expected Kentucky Retail Revenues, excluding Environmental Surcharge revenues.

7. The Transmission Adjusiment Factor and Balancing Adjustment Factor shall be filed with the Commission thirty (30)
days before it is scheduled to go into effect, along with all the necessary supporting data to justify the amount of the
factor, which shall include data and information as tnay be required by the Commission.

8. Copics of all documents requircd to be filed with the Commission under this regulation shall be open and made
available for public inspection at the office of the Public Service Comimission pursuant to the provisions of KRS 61.870

to 61.884. (19}

DATE OF ISSUE December 29, 2009 DATE EFFECTIVE  Service rendered on and after January 29, 2010
ISSUED BY B WAGNER DIRECTOR OF REGULATORY SERVICES FRANKFORT . KENTUCKY
NAME TITLE ADDRESS

Issued by authorily of an Order of the Public Service Commission in Case No. 2009-00459 dated
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11

12

13

Kentucky Power Company

lonthly Environmental Costs
for the Twelve Months Ending September 30, 2009

Month / Year
(2)

October 2008
November 2008
December 2008
January 2009
February 2009
March 2009
April 2009

May 2009

June 2009

July 2009
August 2009
September

Total

Exhibit EKW-10

Monthly Adjustment Adjusted
Environmental Due to Environmental
Costs*® MLR Change Base
(3) (4) (Col 5 =Cols 3 +4)
$3,260,302 $3,260,302
$2,786,040 $2,786,040
$4,074,321 $4,074,321
$3,958,860 $32,303 $3,991,163
$3,679,280 ($88,470) $3,590,810
$3,608,706 $42,668 $3,651,374
$3,645,136 $1,904 $3,647,040
$3,908,304 $14,286 $3,922,590
$3,612,903 $14,371 $3,627,274
$3,748,647 $56,678 $3,805,325
$4,032,114 $56,716 $4,088,830
$3,708,347 $33,663 $3,740,010
$44,020,960 $164,119 $44,185,079

* Per Monthly ES Form 1.00, Line 1
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1

Tariffs

@)
Residential
SGS
MGS
LGS
oL
SL
Mw
QP
CIP-TOD
Total

New Rate

Kentucky Power Company

Rockport Extension Revenue Allocation
Using the twelve months
ending September 30, 2009 Revenues

Twelve Months

Ending kWh Rate
Billed Percent of  Allocated June 30, 2005 Alf Other
Revenues Revenue  $6.2 Million kWh Sales Customers
(3) (4) (5) (6) (7)
$201,526,143 39.06% $2,421,720  2,461,126,114
$14,827,375 2.87% $177,940 138,079,811
$51,696,403 10.02% $621,240 563,766,758
$60,551,264 11.74% $727,880 756,912,077
$6,634,454 1.29% $79,980 43,442 085
$1,147,595 0.22% $13,640 8,510,605
$597,910 0.12% $7,440 7,790,849
$59,1560,137 11.46% $710,520 928,642,221
$119,793.891 23.22%  $1,439,640 2,157,675,160
$515,925172  100.00%  $6.200.000  7.065.949.680

$0.000970

Exhibit EKW-11

kWh Rate
CIP-TOD
Customers

(8)

$0.000667



Ln
No
(1)

10
11

12

13
14

15

Kentucky Power Company
Transmission Agreement Revenues
for the Month September 30, 2009 Revised

Original Revised

Company MLR MLR

(2) (3) 4)
APCo 0.35084 0.35155
KPCo 0.07069 0.07084
&M 0.17927 0.17963
OPCo 0.21326 0.21166
CSP 0.18594 0.18632
Total 1.00000 1.00000
APCo
KPCo
1&M
OPCo
CsP
Total
KPCo
Number of Months

Annaul Effect

Member's
Transmission
Investment

®)
$1,269,038,988
$292,025,873
$830,436,878

$706,592,513

Member's
Transmission

Obligation
(6)

$1,215,074,908
$244,846,840
$620,861,630

$731,568,071

Exhibit EKW - 12

Member's Member's
Transmission Transmission
Surplus Deficit
(7) (8)

$53,964,080
$47,179,033
$209,575,248

$24 975,558

$358,241,714 $643,984,517 $285,742,803
$3,456,335,966 $3,456,335,966  $310,718,361  $310,718,361
Monthly
Carrying Transmission Transmission
Charge Receipts Payments
1.4933% $805,846
1.4950% $705,327
1.5000% $3,143,629
$374,1563
$4,280,649
$4,654,802 $4,654,802
Recaluated Actual Sept
Transmission Transmission Sept.
Receipts Receipts Difference
$705,327 713077 ($7,750)
12

($93,000)



Ln
No

(1

Orginial

Company MLR

(2) ©)
APCo 0.35084
KPCo 0.07069
1&M 0.17927
OPCo 0.21326
CSP 0.18594
Total
KPCo
Number of Months
Total

Kentucky Power Company
Capacity Settlement Revenues
for the Month September 30, 2009

Revised
MLR
(4)

0.35155
0.07084
0.17963
0.21166

0.18632

Member Primary
Primary Capacity Surplus
Capacity Reservation {Deficit)
(5) 6) (7
6,321,000 9,217,700 (2,896,700)
1,453,000 1,857,400 (404,400)
5,155,000 4,709,900 445,100
8,450,000 5,549,700 2,900,300
4,841,000 4,885,300 (44,300)
26,220,000 26,220,000 0
Revised Original
Charge Charge
($4,840,929)  ($4,798,246)

Capacity
Rate
(8
$11.9708
$11.9706
$14.0600
$11.6500

$11.9706

Difference
($42,683)

12

($512,196)

Exhibit EKW-13

Credit

(Charge
9)

($34,675,372)
($4,840,929)
$6,258,106
$33,788,495
($530,300)

30
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DIRECT TESTIMONY OF
SCOTT C. WEAVER
ON BEHALF OF
KENTUCKY POWER COMPANY
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

I. INTRODUCTION

WOULD YOU PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND
POSITION?

My name is Scott C. Weaver, and my business address is 1 Riverside Plaza, Columbus,
Ohio 43215. Tam employed by the American Electric Power Service Corporation
(AEPSC) as Managing Director-Resource Planning and Operational Analysis. AEPSC
supplies engineering, financing, accounting and similar planning and advisory services to
AEP’s eleven electric operating companies, including Kentucky Power Company

(“Kentucky Power, KPCo or Company™).

I1. BACKGROUND

WOULD YOU PLEASE DESCRIBE YOUR EDUCATIONAL AND
PROFESSIONAL BACKGROUND?

I received a Bachelor of Business Administration Degree in Accounting from Ohio
University in 1981, and a Master of Business Administration from the same university in
1985. In addition, in 1996 I completed both the American Electric Power System
Management Development Program at The Ohio State University as well as The Darden
Partnership Program at the Darden Graduate School of Business Administration,

University of Virginia.
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I was employed by AEPSC in 1980 as an Associate Forecast Analyst in the
Controllers Department (now Corporate Planning and Budgeting Department), and was
subsequently named Assistant Financial Analyst in 1983, Financial Analyst in 1986,
Senior Financial Analyst in 1987, and Senior Administrative Assistant IT in 1990. In 1991,
I transferred to the AEPSC Fuel Supply Department as Manager-Administration. I was
subsequently named Manager-Administration and Purchasing in 1994 and Director of
Power Generation Business Planning and Financial Management in 1996. I transferred to
the AEP Wholesale business unit in 2000 as Manager-Business Planning and in January
2003 I transferred back to the Corporate Planning and Budgeting Department as Director
of Operational Analysis. Iassumed my present position in May 2003.

WHAT ARE YOUR RESPONSIBILITIES AS MANAGING DIRECTOR-
RESOURCE PLANNING AND OPERATIONAL ANALYSIS?

I am responsible for the supervision and administration of long-term generation resource
planning and supply-side operational analysis for AEP. In such capacity, I coordinate the
use of short- and long-term generation production costing as well as other resource
planning models, used in the ultimate development of operating and capital budget
forecasts for Kentucky Power Company and its parent, AEP. I also regularly monitor
actual performance and review the preparation of forecasted information for use in
regulatory proceedings.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE ANY REGULATORY

COMMISSIONS?
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A. Yes. Over the last four years [ will have offered resource planning-related testimony on
behalf of AEP operating company affiliates before eight state commissions, including

Arkansas, Indiana, Louisiana, Michigan, Oklahoma, Texas, Virginia, and West Virginia.

IT1. PURPOSE OF TESTIMONY

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS FILING?

The purpose of this testimony is to:

1. Offer a brief overview of the KPCo and AEP resource planning process;

2. describe KPCo and AEP’s inclusion of renewable resources in the overall Integrated
Resource Planning (IRP) process, particularly given the prospects for federal
legislation around greenhouse gases (GHG) and renewable energy requirements and
the termination of the current federal production tax credits currently available to

support renewable project development; and

3. offer an economic analysis that would support the approval of the Company’s proposed
Wind Power Purchase Agreement (PPA) between KPCo and FPL Energy llinois Wind,
LLC (FPLEWIC) also known as the Lee-DeKalb Wind Energy Center (LDWEC) for
the sale of a 100 MW share of its electrical output and environmental attributes to

KPCo for a 20 year period and which is anticipated to be in-service in 2010.

Specifically, this analysis will reflect wind energy contributions established within
the context of the 2009 Kentucky Power Company IRP Report which was recently filed

with this Commission in Case No. 2009-00339, on August 17, 2009.

Q. WERE THE SCHEDULES USED TO SUPPORT YOUR TESTIMONY

PREPARED BY YOU OR UNDER YOUR DIRECT SUPERVISION?
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Yes.

IV. RESOURCE PLANNING OVERVIEW

CAN YOU PROVIDE A BRIEF OVERVIEW OF THE INTERRELATIONSHIP
BETWEEN KPCO AND AEP FOR PURPOSE OF DETERMINING CAPACITY
RESOURCE REQUIREMENTS?

Yes. The AEP System includes eleven utility operating companies, operating in eleven
states, with generation and transmission assets primarily in two different Regional
Transmission Organization (RTO) planning and operational regions. Those RTOs are the
PJM Interconnection, L.L.C. (PJM), in which AEP’s Eastern Zone is located, and the
Southwest Power Pool (SPP) in which AEP’s Western Zone is located. KPCo isa
wholly-owned subsidiary of AEP-—serving retail customers in eastern Kentucky—and is
located in AEP’s Eastern Zone. In addition to KPCo, the AEP Operating Companies in the
Eastern Zone (collectively, AEP-East) are:

= Appalachian Power Company (APCo), serving portions of West Virginia and Virginia;

= Columbus Southern Power Company (CSP), serving portions of central and southern
Ohio;

= Indiana Michigan Power Company (I&M), serving portions of northern Indiana and
southwestern Michigan; and

a  Qhio Power Company (OPCo), serving portions of Ohio.

Additionally, two other Operating Companies residing in the AEP Eastern Zone,
Kingsport Power Company (KgP) and Wheeling Power Company (WPCo), represent

non-generating affiliates.
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AEP-East collectively serves about 3.6 million customers in an approximate 90,000
square-mile area of Virginia, West Virginia, Ohio, Indiana, Michigan, Kentucky and
Tennessee.
WOULD YOU PLEASE PROVIDE A BRIEF DESCRIPTION OF KPCO’S
CUSTOMER BASE?
KPCo’s customers consist of both retail and sales-for-resale customers located in eastern
Kentucky. The majority of these customers, comprising nearly 99 percent of KPCo’s
internal energy sales in 2008, consisted of over 175,000 residential, commercial, and
industrial retail end-use customers. The remaining 1 percent of KPCo’s energy sales in
2008 came from municipal utilities to which KPCo provides wholesale service for ultimate
distribution and resale to their end-use customers.
WOULD YOU PLEASE PROVIDE A DESCRIPTION OF HOW KPCO SERVES
THE DEMAND AND ENERGY REQUIREMENTS OF THIS CUSTOMER BASE?
The peak load requirement of KPCo’s customers is seasonal in nature, with distinctive
peaks occurring in both the sunimer and the winter seasons. Historically, KPCo’s highest
recorded summer peak was 1,358 MW, which occurred in July 2005; and the highest
recorded winter peak was 1,685 MW, which occurred in January 2005. KPCo’s most
recent winter and summer peaks were 1,674 MW and 1,163 MW occurring in January and
August of this year, respectively. KPCo’s 2008 energy sales to retail and internal
wholesale customers were 7,342 GWh.
To meet the peak demand and annual energy requirements of its customers, at
year-end 2008 KPCo relied on 1,453 MW of owned—or for which it currently has a

long-term purchase entitlement—generating capability (winter ratings), with all of that
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generating capability representing coal-fueled baseload capacity.1 In addition to its owned
(and entitlement) capacity, in order to meet the needs of its customers that are in excess of
what is supplied from its owned resources, KPCo has historically relied on capacity and
energy purchases from the generating resources of the other AEP-East operating
companies pursuant to the 1951 AEP Interconnection Agreement (the AEP Pool).

HOW WILL THE FUTURE DEMAND AND ENERGY REQUIREMENTS OF
KPCO’S CUSTOMERS BE SERVED?

The future capacity and energy resource needs of KPCo are established in concert with that
of the other AEP-East Operating Companies under the auspices of the AEP Pool, which
was established for the purpose of obtaining the most efficient coordinated expansion and
operation of AEP’s power supply facilities. Through an integrated and coordinated
approach to resource planning, each of the Member Companies within the AEP Pool,
including KPCo, is provided with the benefits of economies not achievable on a
stand-alone basis.

As part of the resource planning process, the AEP System considers various
supply-side options including simple cycle combustion turbine units, natural gas combined
cycle units, supercritical pulverized coal units, integrated gasification combined cycle units,
nuclear units, distributed generation, energy storage technologies, as well as purchases
from the wholesale market. In addition, the AEP System is also pursuing reasonably

priced “renewable” technologies, such as wind energy and biomass.

! Big Sandy Unit 1 (260 MW); Big Sandy Unit 2 (800 MW); Rockport Unit 1 (Purchase entitlement from AEP
Generating Co., 198 MW); Rockport Unit 2 (Purchase entitiement from AEP Generating Co., 195 MW)
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V. KPCO AND AEP FUTURE VIEW OF RENEWABLE RESOURCES WITHIN
ITS IRP

FIRST, WOULD YOU PLEASE PROVIDE A DESCRIPTION, IN THE CONTEXT
OF KPCO’S LATEST (2009) IRP, OF HOW KPCO PLANS TO SERVE THE
DEMAND AND ENERGY REQUIREMENTS OF ITS CUSTOMER BASE?

As noted earlier, the future capacity and energy resource needs of KPCo are established in
concert with that of the other AEP-East Operating Companies under the auspices of the
AEP Pool.

Exhibit SCW-1A and SCW-1B offer a “Capacity, Load, Reserve” (CLR) table for
KPCo——submitted as part of the formal KPCo and AEP-Eastern Zone 15-year 2009 IRP
planning period ending 2023—for the winter and summer peaking periods, respectively.
As the schedules indicate, KPCo’s CLR includes various demand-side and supply-side
options. The supply-side approach includes the need for intermediate/load-following
capacity (proxied as a natural gas combined cycle [CC] unit); peaking capacity (proxied as
natural gas simple-cycle combustion turbine [CT] units); and the addition of renewable
resources in the form of wind capacity and energy.

WOULD YOU PLEASE PROVIDE A DESCRIPTION OF THE RENEWABLE
RESOURCES INCLUDED IN THIS KPCO IRP-BASED CLR TABLE?

In early 2007, as part of AEP’s comprehensive strategy to address GHG emissions, the
AEP System (both its Eastern and Western Zones) committed to the acquisition of energy
from 1,000 MW (nameplate) of additional wind generation projects by the end of 2010 via

long-term purchase power agreements. This was part of an overall AEP strategy at the
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time to incorporate a renewable energy portfolio target equal to five percent (5%) of energy
sales by the year 2020.

However, considering the increasing number of state renewable energy mandates
and, more specifically, the growing prospect of comprehensive federal legislation around
GHG that would likely be inclusive of renewable energy requirements, AEP has now
doubled this internal target by committing to incrementally add a total of 2,000 MW of
renewable energy across its eleven-state system by the end of 2011. Such updated goals
have been formally published as part of its 2009 Corporate Sustainability Report. :
Likewise, for reasons I will further discuss, AEP’s overall longer-term renewable energy
portfolio target has also been doubled, increasing to ten percent (10%) of retail energy sales
by the year 2020. To be successfully implemented, however, AEP’s internal renewable
targets will require support from regulators.

Efforts to meet these renewable goals and internal targets are underway. A total of
277 MW (nameplate) of wind projects have been recently transacted in the AEP
System-Western Zone. The AEP System-Eastern Zone is already receiving energy from
the Camp Grove and Fowler Ridge wind projects with a total nameplate rating of 275 MW.
Additional contracts have been recently executed in AEP-East for each of the other
Member Companies (APCo, CSP, I&M, and OPCo) for another 351 MW to be placed in
service in 2009 and 2010. As discussed further by Company Witness Jay Godfrey, on
behalf of all of its affiliate regulated operating companies, including KPCo, AEP solicited

in June of 2009 a System-wide Request for Proposal (RFP) for up to 1,100 MW

* Available at http://www.aep.com/citizenship/crreport/docs/CS_Report_2009_web.pdf
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(nameplate) of additional renewable resources by the end of 2011 that would be required to

. . 34
achieve this goal.?

WHAT LEVEL OF RENEWABLE ENERGY WOULD THIS INCREMENTAL
2,000 MW OF RENEWABLE RESOURCES BRING TO THE AEP SYSTEM?

That will not be known until the specific type of future renewable generation projects are
ultimately identified and selected. However, assuming nearly all of it would be in the form
of wind energy, this incremental 2,000 MW would offer approximately 6,100 GWh of
renewable energy. As a percent of projected AEP System-wide retail sales in 2011 that
may be approaching roughly 150,000 GWh, this incremental energy would increase AEP’s
renewable energy position by an additional 4.1 percent by the end of 2011.°

IN ADDITION TO WIND, WHAT OTHER RENEWABLE TECHNOLOGIES
ARE KPCO AND AEP CONSIDERING?

Other renewable technologies were screened for cost-effectiveness, including biomass
co-firing, in which a small amount (up to about 2% of the combined fuels’ heat content) of
biomass feedstock is fired in boilers along with coal; and biomass separate injection, in
which larger amounts of biomass (up to 10% of the combined fuels’ heat content) are
injected separately into boilers. Though very preliminary, the current indicative planning
includes the potential for biomass co-firing at Rockport Units 1 or 2 by 2013, as well as

biomass separate injection at KPCo’s Big Sandy Unit 2 by 2015.

? (2,000 MW Goal —277 MW —275 MW — 351 MW = ~1,100 MW)

* Such renewable resources to be considered including wind, commercial-scale solar, biomass, geothermal,
biologically-derived methane gas, and hydroelectric (as certified by the Low Impact Hydro Institute).

® (2,000 MW x 8,760 hr/yr x 35% [assumed] capacity factor / 1,000 = ~6,100 GWh / 150,000 GWh = ~4.1%)
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Based on current cost and performance parameters, other renewable technologies
such as solar energy remain relatively expensive, particularly in the geographic region of
the country occupied by the AEP-Eastern Zone. The renewable plan for AEP-East does
include limited solar energy by the end of 2009, but this is being driven by mandated
requirements for solar that have been established specifically in the state of Ohio. KPCo’s
resource plan at this time does not include solar energy within the nearer-term plan period.
WHY ARE RENEWABLE TECHNOLOGIES BEING CONSIDERED AS PART
OF THE KPCO AND AEP RESOURCE PLANNING PROCESS?

As part of the planning process, the AEP System has incorporated a comprehensive
strategy to reduce, avoid, or offset future GHG emissions, chief among those gases, carbon
dioxide (CO,). Achieving this strategy has involved a commitment to a diverse portfolio of
solutions including:

o demand side/energy efficiency programs;

o efficiency improvements to existing fossil-fueled plants;

o the potential diversification of its fuel mix to consider larger contributions from
lower CO,-emitting natural gas generation resources;

o possible construction of advanced technology baseload coal-fueled plants that
would offer improved thermal efficiency and, with that, lower emissions;

o carbon capture and sequestration technology;

o reforestation, methane capture and other carbon offset project alternatives; and

o the ownership and operation, and/or long-term purchase of renewable energy

resources, including wind.

This strategy is intended to yield the environmental benefit of reduced GHG

emissions, and serve to mitigate the potential for significant rate increases to customers
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attributable to any future Global Climate Change/GHG reduction legislation—Ilikely to be
inclusive of renewable energy standards—or regulated emission reduction mandates.

Q. WHY IS AEP ACCELERATING ITS ACQUISITION OF RENEWABLE
RESOURCES?

A. The decision to accelerate the acquisition of renewable resources reflects a number of
factors and trends. Many of the other states in which AEP operates have adopted
mandatory RPS requirements, including three in the AEP-Eastern Zone (Ohio, Michigan
and West-Virginia)®, while Virginia has a voluntary goal. AEP also recognizes that
mandatory RPS requirements are likely to be ultimately required at the federal level. The
U.S. House of Representatives’ recently-passed the Waxman-Markey Climate Change Bill
(H.R. 2454) included a combined federal renewable energy standard (RES) and energy
efficiency standard (EES) beginning in 2012, plateauing at a 20 percent contribution level”
by 2020—with a minimum renewable energy contribution component at that point of 15
percent. Moreover, the U.S. Senate also recently passed out of its Energy and Natural
Resources (E&NR) Committee a combined RES/EES (S. 1462) beginning in 2011,
plateauing at 15 percent by 202 1—that would then require a minimum renewable energy
component of 11 percent.

It is interesting to note that the largely ‘stand-alone’ RES/EES that was passed out

of the Senate E&NR Committee earlier this year enjoyed bi-partisan support. The bill was

¢ AEP-Eastern Zone states with renewable energy requirements include: Ohio (Substitute S.B. 221), Michigan
(“Clean, Renewable and Efficiency Energy Act”-2008 PA 295), and West Virginia (“Alternative and Renewable
Energy Porifolio Act”-Enrolled H.B. 103). Indiana has pending H.B. No. 1305 which would establish a 25% target
renewable percentage by 2027, while Kentucky has no pending legislation.

7 As a percent of retail load serving entity sales.
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voted out of committee with 15 ayes, and 8 nays (with Republican Committee members
voting 4 aye, 6 nay). This is in contrast to the comprehensive Climate Change Bill
(Waxman-Markey) that passed out of the full U.S. House by a vote of 219-t0-212 (with
only 8 Republicans voting in favor). This could suggest that establishing, minimally,
renewable energy standards at the federal level could be far less contentious among policy
makers going-forward.

Given the increasing probability of federal renewable energy legislation—either as
part of comprehensive federal Climate Change/GHG legislation, or as a unique
“carve-out”™—KPCo and AEP have determined it is reasonable to begin to add to their
renewable energy portfolios now as part of their resource planning process. (Company
Witness Godfrey discusses in greater detail the benefits of locking in long-term prices of
renewable generation). Thus, as part of the 2009 IRP process, it was assumed that AEP
would target to achieve at least a seven percent (7%) system-wide renewable energy
portfolio by the year 2013 (i.e. available by the end of 2012), increasing to the
previously-mentioned ten percent (10%) target by the year 2020, a level that
conservatively approaches—but still falls below—the quantities currently being
considered by Congress.

KENTUCKY CURRENTLY HAS NO RENEWABLE PORTFOLIO STANDARD.
PLEASE COMMENT ON ANY EFFORTS YOU ARE AWARE OF IN THE

STATE THAT WOULD POINT TO THE INITIATION OF SUCH A STANDARD.
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As discussed more completely by Company Witness Mosher, in November 2008 Governor
Beshear unveiled a comprehensive energy plan ° that would address future energy-related
challenges for the state, including the development of diverse and clean energy resources.
At the top of a list of seven key “strategies”, this initiative set forth a proposed Renewable
and Energy Efficiency Portfolio Standard, whereby twenty-five percent of Kentucky's
energy needs in 2025 will be met by reductions through energy efficiency and conservation
and through the use of renewable resources. Of that total amount, seven percent would be
met through the use of renewable resources such as solar, wind, hydro, and biofuels.
HAS THE PROSPECT OF THE FUTURE TERMINATION OF FEDERAL
PRODUCTION TAX CREDITS, CURRENTLY AVAILABLE TO WIND AND
OTHER RENEWABLE RESOURCE PROJECT DEVELOPERS, AFFECTED
AEP AND KPCO’S PLANNING?
Yes. AEP and KPCo’s decision to pursue an expanded and accelerated renewable
portfolio is certainly influenced by the expiration on December 31, 2012 of the federal
Production Tax Credits (PTCs) that are currently available for wind developers. PTCs for
wind energy offer tax credit benefits to project developers equal to 2.1 cents per
kilowatt-hour of renewable energy generated over the ten-year credit eligibility period.
This would equate to a pre-tax (revenue requirement) benefit of approximately 3
cents/kWh, or $30/MWh. Therefore, without the PTCs, significant incremental costs
would be passed through by wind project developers to its wholesale purchasers, and could
result in a significant prospective increase in the cost of purchased (or self-developed and

owned) wind energy.

¥ Plan entitled, “Intelligent Energy Choices for Kentucky's Future”.
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ON SEVERAL PREVIOUS OCCASSIONS CONGRESS HAS “EXTENDED?”
SUCH FEDERAL PRODUCTION TAX CREDITS. WHAT IS THE PROSPECT
THAT FURTHER EXTENSIONS-—BEYOND DECEMBER 31, 2012 FOR WIND
PROJECT DEVELOPMENT—WILL BE AUTHORIZED BY CONGRESS?

The prospect of such subsidization extensions would be less likely assuming some form of
federal renewable energy standard is ultimately established. It’s analogous to a classic
“carrot” and “stick” behavioral influence. PTCs represent the “carrot”; an inducement
offered to the marketplace to site, develop and build renewable resources. A federal
legislated mandate around achievement of specific renewable energy thresholds—the
“stick”—would require action to be taken whether financial incentives were available or
not. To have both would be unnecessary.

ASSUMING THESE AEP SYSTEM RENEWABLE ENERGY TARGETS BY THE
YEAR 2013 AND, ULTIMATELY, BY 2020, WERE LIKEWISE APPLIED TO
EACH OF ITS OPERATING COMPANIES, WHAT LEVELS OF WIND
CAPACITY WOULD BE REQUIRED BY KPCO?

Assuming: 1) wind represented the exclusive source of renewable resources, 2) KPCo’s
forecasted retail energy sales of 7,602 GWh in 2013 and 7,956 GWh in 2020, and 3) that
the presumed capacity factor from such wind resources were estimated to be in the
mid-thirty percent range (say, 35%), then the following Table 1 offers the required wind

capacity to achieve such targeted renewable levels:
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Table 1

KPCo
Equivalent Wind Capacity Necessary to Achieve Renewable Energy Targets
Based on 2009 IRP

(1 (2) (1) x(2)

AEP Approximate  Forecasted Required Assumed Required
Year Renewable Energy KPCo Renewable Wind Wind
Target Retail Sales Energy Cap. Factor Capacity *
(Gwh) (Gwh) (MW)
2013 7% 7,602 532 35% 174
2020 10% 7,956 796 35% 259

* Represents nameplate capacity calculated as follows: Required Energy / C.F./ 8760 hrs. * 1000

As reflected in Table 1, the equivalent “targeted” level of wind resources required
by KPCo in the year 2013 of 174 MW, would significantly exceed the levels of wind
energy currently under consideration (100 MW, nameplate) as part of the proposed
LDWEC purchase agreement. In fact, such 100 MW KPCo wind portfolio amount would
represent only 39 percent of the equivalent ultimate 259 MW (10 percent) level established
for the year 2020.

AS PART OF THE COMPANY’S 2009 IRP, KPCO EXHIBIT SCW-1A
INDICATES TWO SEPARATE 50 MW WIND RESOURCE TRANCHES FOR
KPCO IN THE (WINTER PLANNING) YEARS 2010 AND 2011, RESPECTIVELY.
WHY IS KPCO NOW SEEKING APPROVAL OF A SINGLE 100 MW WIND
RESOURCE TRANSACTION THAT WOULD BE EFFECTIVE IN 20107

The renewable resource plan for KPCo as reflected in its 2009 IRP and identified in Exhibit
SCW-1A (and 1B), represents a generic renewable planning profile that was reasonably

established at that time to include a total of 100 MW (nameplate) of wind resources, albeit
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in two unique 50 MW tranches. In general, however, KPCo’s decision to now contract for
the (full) 100 MW by way of this single LDWEC project does not represent a departure
from the original plan, other than a slight acceleration in its implementation. As discussed
more ‘fully by Company Witness Godfrey, to achieve the broader renewable energy
objectives of KPCo and its affiliate regulated operating companies, on June 1, 2009, AEP,
issued an RFP for 1,100 MW of renewable power and energy, with proposed commercial
operating dates beginning December 31, 2009, but no later than December 31, 2011. This
LDWEC project simply represents a partial implementation of that objective.
BY THE YEAR 2013 (END OF 2012), WHAT LEVEL OF NAMEPLATE WIND
CAPACITY IS REFLECTED IN THE 2009 RESOURCE PLANNING THAT
WOULD CONTRIBUTE TO THE ACHIEVEMENT OF A SEVEN PERCENT (7
PERCENT) “INTERIM” AEP SYSTEM RENEWABLE TARGET?
Table 2 offers a summary of the potential renewable/wind profile by the end of 2012 for

KPCo and the AEP System as a whole:
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1 Table 2
KPCo and AEP System
2 Wind Profile {through 2012)
Based on 2009 IRP
3 --IW Nameplate Capacity--
: (As of November, 2009)
Proposed Executed
4 Project Name Per Plan PPAs PPAs In-Service
KPCo
5 In-Service By 12/31/XX:
2010 Lee-DeKalb Wind Energy Center  ®) { 5 50 ) 2010
6 2011 50 50 - 2010
2012 - - - -
7 KPCo TOTAL 100 ® 100 -
['T“*:‘, T T y e S , e s iy ceon TS GuErerEos T -
g
AEP System
9 "Legacy" Wind (Various-PSO and SWEPCO) 424 n/a 424
10 In-Service By 12/31/XX:
2008 Camp Grove (APCo) 75 75 75
2009 Fowler Ridge (AP/I&M) 200 200 200
11 Grand Ridge Il & Ill (APCo) 100.5 100.5| (est 12/09)
Fowler Ridge 1l (CSP/I&M/OP) 150 150 (est. 12/09)
12 Majestic (SWEPCO) 79.5 79.5 79.5
2010 Beech Ridge (APCo) 100.5 100.5 (est. 6/10)
13 Blue Canyon V (PSO) 99 99 (est. 3/10)
Elk City (PSO) 98.9 , 98.9 (est. 3/10)
14 Lee-DeKalb Wind Energy Center (KPCo) 100 100 - 2010
Subtotal ( Identified Incremental Projects) 1,003.4 100 903.4
15 2010 Unidentified 600}([,) - -
2011 Unidentified 800 - - -
2012 Unidentified 650 - - -
16 ©
® (1,100
AEP System TOTAL (Including "Legacy” Wind) 3,477 100 903 778
17 2
Established Short-Term (thru 2011) AEP Renewable GOAL ] 2,000 [
18

® Assumes all nearer-term KPCo wind energy requirements --as set forth in its 2009 IRP as two (2) 50-MW tranches in 2010
and 2011, respectively-- would he achieved through this proposed 100-MW PPA/take from the LDWEC project.
19 ® See KPCo Exhibit SCW-2
© 0on June 1, 2009, AEPSC, on behalf of all of its regulated operating company affiliates, issued a Request for Proposal
20 for 1,100 MW of renewable energy resources (amount required fo achieve 2,000 MW 'target') to be in-service no later
than December 31, 2011.
©) additional solicitations above the recent 1,100 MW bid, necessary to achieve 'Per Plan’ levels thru 2011 may be
21 considered based on results of the June '09 solicitation.
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This Table 2 summary would indicate that as part of the 2,000 MW AEP System
renewable resource goal by the end of 2011, the current plan for KPCo reflects the
potential for as much as 100 MW (nameplate) of additional wind resources by year-end
2011 (50 MW in 2010, and 50 MW in 2011). Again, this total amount of wind resources is
now represented by the proposed 100 MW acquisition from the LDWEC project. Recall,
as identified on Table 1, this 100 MW cumulative total for KPCo, however, would still fall
below the 174 MW of (equivalent) wind capacity that would be required by KPCo to
equally contribute—along with its affiliate AEP operating companies—in the achievement
of an approximate seven percent (7%) AEP System target by 2013.
KPCO’S OVERALL RENEWABLE PLAN WOULD ADD RENEWABLE
RESOURCES TO AN ELECTRIC UTILITY OPERATING IN A
STATE—KENTUCKY—WHICH CURRENTLY HAS NO RENEWABLE
PORTFOLIO STANDARD. WHY THEN IS THE ATTAINMENT OF SUCH
RENEWABLE RESOURCE AMOUNTS NECESSARY, AND HOW CAN THAT
BE CONSIDERED TO BE IN THE BEST INTERESTS OF THE CUSTOMERS OF
KPCO?
First and foremost, as will be discussed later in this testimony, the relative cost of
electricity inclusive of the LDWEC wind generation under consideration, is competitive
with alternative resources available to KPCo. Second, with the current federal PTCs for
wind development now set to expire at the end of 2012, it would be anticipated that the
costs of wind projects placed into service after that expiration date will significantly
increase. As more fully discussed in the testimony of Company Witness Godfrey, by acting

now to secure wind contracts, KPCo is locking in wind energy at a relatively low cost.
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Third, under the very reasonable prospect that a federal renewable energy standard will
become law—whether included as a component of more comprehensive GHG legislation,
or carved-out under separate legislation—demand for renewable resources including wind
energy will undoubtedly increase, further driving up the costs to KPCo’s customers over
the long-term.

Therefore, the development of a KPCo plan to add sufficient renewable resources
prior to the expiration of the PTCs could serve to mitigate KPCo’s customers’ exposure to
the cost risks associated with such potential federal renewable energy and/or GHG
legislation.

FINALLY, GIVEN THAT THE RESOURCE PLANNING FOR AEP’S EASTERN
ZONE IS ESTABLISHED ON BEHALF OF ALL OF THE AEP COMPANIES
OPERATING IN THAT REGION, HOW DOES KPCQO’S FUTURE RENEWABLE
PORTFOLIO DISCUSSED IN THIS SECTION OF YOUR TESTIMONY
COMPARE TO THE OVERALL AEP-EAST PLAN AS A WHOLE?

Exhibit SCW-2 offers a summary view of the KPCo renewable profile including the other
AEP-East operating companies, as well as the AEP-West (SPP) operating companies that
have been incorporated into the 2009 IRPs for the AEP-Eastern and AEP-Western Zones,
respectively. In addition to identifying the respective (nameplate) MW amounts, by
company, by year, by renewable alternative, the Exhibit also offers the relative percent of
each operating companies’ retail energy sales that would be met by renewable generation

resources.

Specifically, this Exhibit SCW-2 suggests that KPCo and its affiliate AEP-East

operating companies are anticipated to generally converge with reasonably consistent total
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renewable generation mixes in both the targeted 2013 and 2020 timeframes discussed
earlier in this testimony. Any deviation may be attributed to unique timing of any
state-specific requirements, or the recognition that certain options, such as biomass and
solar, may not be generally available or economically viable until later in the planning

horizon.

VI. ECONOMIC REVIEW OF THE LEE-DEKALB WIND ENERGY CENTER
PROJECT

HAVE YOU PREPARED ANY ANALYSIS OF THE PPA TRANSACTIONS FOR
THE LDWEC PROJECT?

Yes. Exhibit SCW-3 identifies the estimated KPCo-specific annual revenue requirement
impacts associated with the proposed 100 MW PPA from the LDWEC project. Exhibit
SCW-3 represents a year-specific summarization of the estimated impacts of this
transaction would have on KPCo’s production-related pre-tax costs of service (i.e. revenue
requirement). Exhibit SCW-3, has a public version and a version for which the Company
is seeking confidential treatment pursuant to KRS 61.878 and 804 KAR 5:001, Section 8.
HOW WAS THIS ANALYSIS PERFORMED?

Separate dispatch emulations were performed in our Promod model comparing AEP-East
Member Company—including KPCo—production cost profiles that both included and
excluded the assignment of this 100 MW of wind energy to KPCo. Based on a comparison
of those two emulations, then all KPCo variable energy costs directly associated with the
PPA contract as well as all avoided internal generation and/or “(AEP) Pool-related”
variable/energy costs could be uniquely identified. In addition to establishing a relative

variable cost comparison, recognizing the attendant capacity value of the wind resource,
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the incremental reductive impact on KPCo’s AEP Pool capacity settlement charges was
also determined.’

WHAT WERE THE RESULTS OF THIS ANALYSIS?

In summary, Exhibit SCW-3 (col. J) indicates that the LDWEC PPA would have an order
of magnitude impact of 0.07 (seven one-hundredths) of a cent per kWh effect on KPCo’s
production-related costs over the ten-year average period (2010-2020). Stated another
way, a typical residential customer utilizing 1,000 kWh per month would pay
approximately 70 cents more on his/her monthly electric bill in exchange for this diverse,
carbon-free energy resource.

WHAT ADDITIONAL ANALYSIS WAS PERFORMED?

Exhibit SCW-3 (col. L) also offered these respective net costs associated with the LDWEC
project, as a function of the estimated wind energy to be received from the KPCo’s
proposed 100 MW share of the facility (col. C). That result suggests the “net” costs of the

project are generally in the $15-t0-§18 per Mwh range.

VII. CONCLUSIONS

DO THESE ANALYSES DEMONSTRATE THE REASONABLENESS OF THE
COSTS OF THE LDWEC PROJECT PPA?

Yes. Asreflected in Exhibit SCW-3, the cost from the wind generation to be received from
the LDWEC project PPA would be very competitive versus alternative resources for

KPCo, as it would represent a very small relative impact on going-forward costs of service.

® For purpose of this calculation, intermittent resources such as wind are recognized in the AEP capacity settlement as
offering a “Primary Capacity” contribution to the owning/purchasing Member Company equal to the estimated
capacity factor of the resource. In other words, the 100 MW (nameplate) LDWEC would increase KPCo’s Primary
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This is due in part to the implicit benefit of a lower PPA cost received via developer
utilization and pass-through of available federal subsidies—discussed earlier in this
testimony-—such as the federal PTCs, as well as the ability to offset rising fossil fuel costs,
and energy and capacity charges avoided by KPCo through the AEP Pool.

Moreover, when comparing the (net) cost of the LDWEC project to the alternative
that may be available to KPCo in lieu of having such renewable energy——i.e., the prospect
of acquiring qualifying Renewable Energy Certificates (RECs)—then the ultimate benefits
to KPCo’s customers is brought into clearer focus. Based on this analysis, the (net) cost of
this wind project (Exhibit SCW-3, col. L) when compared to Company estimates of such
RECs (col. M) would suggest that these incremental or “net” costs of the LDWEC proj‘ect
are indeed anticipated to be lower than, alternatively, acquiring RECs alone. Plus,
possessing the renewable energy offered by the project offers KPCo with the further,
non-quantified societal benefit of a more environmentally-friendly generation portfolio.

A final conclusion can also be drawn from the table of data extended at the bottom
of Exhibit SCW-3 (cols L and M). That is, if KPCo were to defer a decision around the
LDWEC Project by waiting until such time that available federal PTCs for wind
development would be anticipated to expire, the advantages offered by such earlier action

would likewise be eliminated.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes.

Capacity in the AEP-Pool by approximately 100 MW x 39.3%, or ~39 MW. The 39.3% figure representing the
estimated annual capacity factor associated with this LWDEC project.
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DIRECT TESTIMONY OF
RANIE K. WOHNHAS, ON BEHALF OF
KENTUCKY POWER COMPANY
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

I. INTRODUCTION

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.
My name is Ranie K. Wohnhas. My position is Director, Business Operations
Support, Kentucky Power Company (Kentucky Power, KPCo or Company). My
business address is 101 A Enterprise Drive, Frankfort, Kentucky 40602.

II. BACKGROUND

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND
BUSINESS EXPERIENCE.

I received a Bachelor of Science degree with a major in accounting from Franklin
University, Columbus, Ohio in December 1981. I began work with Columbus
Southern Power in 1978 working in various customer services and accounting
positions. In 1983, I transferred to Kentucky Power Company working in
accounting, rates and customer services. I became the Billing and Collections
Manager in 1995 overseeing all billing and collection activity for the Company.
In 1998, 1 transferred to Appalachian Power Company working in rates. In 2001,
I transferred to the AEP Service Corporation working as a Senior Rate
Consultant. In July 2004, I assumed the position of Manager, Business
Operations Support and was promoted to Director in April 2006.

WHAT ARE YOUR RESPONSIBILITIES AS DIRECTOR, BUSINESS

OPERATIONS SUPPORT?
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I am responsible for the coordination of the Company’s financial operating plans
including an operational interface with all other AEP organizations impacting
KPCo results. This includes advising the President of KPCo concerning the
financial effect of all business activities affecting the performance of businesses
within the President’s responsibilities. One of my primary responsibilities is the
preparation, coordination and monitoring of all the Company’s yearly budgeting
processes and analyses of variances to those budgets.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION?
Yes. I have testified before this Commission in one fuel review proceeding and
filed testimony in the Company’s last rate case filing 2005-00341.

M. PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?

I am sponsoring the Company’s test year results of operations for the twelve
months ended September 30, 2009 contained in Section IV. I am supporting two
Rate Base adjustments, and seventeen proposed rate case adjustments to Net
Electric Operating Income (NEOI) as included in Section V, Workpaper S-4.
PLEASE DESCRIBE SECTION IV OF THE COMPANY’S FILING.
Section IV of the Company’s filing is the financial exhibit required by the
Commission regulation in 807 KAR 5:001, Section 6. Balance sheet data is
shown as of September 30, 2009 and income statement data is for the twelve
months ended September 30, 2009. This complies with the ninety-day rule

stipulated by the Commission in Section 6.
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HAS THE COMPANY COMPLIED WITH THE COMMISSION’S
REGULATIONS REQUIRING CERTAIN ADDITIONAL DATA TO BE
FILED?

Yes. This information has been incorporated into Section II of the Company’s
filing.

HAVE YOU PREPARED ANY SCHEDULES OR WORKPAPERS IN
CONNECTION WITH YOUR TESTIMONY?

Yes. The summaries and details of the Capitalization and Rate Base amounts, and
the adjustments to the “per books” results of operations that I am sponsoring are
set forth in various schedules of Section V of the Company’s filing. 1 will
identify the specific schedule and page reference number in describing each
summary of the proposed adjustment.

WHAT INFORMATION ON THE SUMMARIES AND ADJUSTMENTS
ARE YOU SPONSORING?

I am responsible for the total Company amounts shown or used to derive the
KPCo retail jurisdictional amounts. Witness Wagner furnished the KPCo retail
jurisdictional amounts and the allocation factors required to calculate such
amounts. Witness Wagner also is responsible for the allocation methodology.

IV. ADJUSTMENTS TO RATE BASE

PLEASE DESCRIBE THE ADJUSTMENTS TO THE SEPTEMBER 30,
2009 RATE BASE BALANCES THAT YOU ARE SPONSORING.
Schedule 5 of Section V (lines 18-28) summarizes, by Rate Base component, the

adjustments to Rate Base that [ am supporting.
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Electric Plant In Service (EPIS)- Net (Line 20)

Electric Plant In Service — Net has been decreased by $4,276,291 (Schedule
13, Column 3, Lines 9-12) to reflect three adjustments: (a) the inclusion of net
Post In Service AFUDC and Deferred Depreciation Expense on the Hanging
Rock-Jefferson 765KV line that was approved by the Commission in its Order in
Case No. 9061 ($1,020,151); (b) the elimination of the effect of capitalized leases
recorded in EPIS, for financial reporting purposes only, as required by the
Financial Accounting Standards Board (FASB) No. 71 ($1,959,020); and (c) the
elimination of the recovery of an Asset Retirement Obligation from rate base
($3,337,422). Witness Wagner supports the adjustment to recover the Asset
Retirement Obligation as shown in Section V, Workpaper S-4, Page 29.

Plant Held for Future Use — Carrs Site (Line 21)

Plant Held for Future Use has been decreased by $6,778,355 (Schedule 14,
Column 3, Line 5) to remove the Carrs Site, as is supported by the testimony of
Witness Wagner in his adjustments to Capitalization.

ARE THERE ANY OTHER ADJUSTMENTS TO RATE BASE BEING
PROPOSED BY THE COMPANY?

Yes. The other adjustments to Rate Base are summarized on Schedule 4, Page 1,
Column 4 (lines 15-25) of Section V. The first adjustment is to increase EPIS —
Gross by $9,422,784 for additional capital investment for service reliability
purposes, which Witnesses Phillips and Wagner support. The next adjustment is
to increase Accumulated Provision For Depreciation by $12,484,677 for various

depreciation expense adjustments supported by Witnesses Henderson and
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Wagner. KPCo is proposing an adjustment to increase Prepayments by
$15,390,035 to address the pre-funding status of its qualified pension plan as
described and supported by Witness McCoy. KPCo also proposes reducing the
Materials and Supplies for the Big Sandy Coal Stock Adjustment by $21,230,418,
which Witness Wagner describes as an adjustment to Capitalization. The other
adjustments relate to an increase in Cash Working Capital of $8,197,233, the
details of which are set forth by individual Operating Expense adjustiments, on
Pages 3-9 of Schedule 4 of Section V.

V.RATE CASE ADJUSTMENTS TO NEOI

WOULD YOU DESCRIBE EACH OF THE PROPOSED RATE CASE
ADJUSTMENTS TO NEOI THAT YOU ARE SUPPORTING?
Yes.

Interest on Customer Deposits (Section V, Workpaper S-4, Page 1)

Customer deposits have been included in this case as a reduction to the
Company’s Rate Base. This recognizes that customer deposits, similar to
customer advances for construction, are a source of funds to the Company.
Unlike customer advances for construction however, interest is paid to customers
for customer deposits at a rate of 6% per annum. Consistent with the treatment of
this interest allowed by the Commission in Case No. 9061, an adjustment has
been made to increase test year expenses by $1,039,163.

Incentive Plan Adjustment (Section V, Workpaper S-4, Page 13)

Employees are compensated through a combination of base pay and incentive

pay programs. As explained by Witness Jolley, the Incentive Compensation Plan
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(ICP) and Long Term Incentive Plan (LTIP) programs have a target payout
amount (1.0) with upper (2.0) and lower (0.0) thresholds for employee payout.
Exhibit RKW-1 shows an adjustment to the target payout level (1.0) of
$1,250,118 and $897,279 for ICP and LTIP respectively, for a total adjustment of
$2,147,397. The proposed adjustment of the test year incentive expense to an
amount equal to the 1.0 target level is known and measureable. Not only is 1.0 a
target, but in each of the three calendar years prior to 2009 the Company’s ICP

expense exceeded the 1.0 target.

006 200 2008 Average
Actual ICP | $5,973,598 $6,920,627 $8,122,023 $7,005,416

Compensation

ICP Adjusted to | $3,801,682 $4,262,478 $5,576,066 | $4,457,409
1.0 Target Level

The jurisdictional increase in O&M related incentives compensation expense is
$1,399,386 bringing the test year level to the target level in cost of service.

Normalization Major Storms Adjustment (Section V, Workpaper S-4, Page

15)

The Company adjusted its test year storm damage expense, less straight time
labor, by using a three year average storm damage expense, less straight time
labor, adjusted by the Handy-Whitman Contract Labor Index. Using the three
year average and deducting the test year level of storm damage expense results in
a decrease adjustment of $1,201,007. Three major storms (January 27, 2009 ice
storm, February 11, 2009 wind storm and May 8, 2009 thunderstorm) are

excluded from this normalization adjustment. The amortization of storm cost
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deferral related to these three major storms is shown as a separate adjustment in
Section V, Workpaper S-4, Page 20.

AFUDC Offset Adjustment (Section V, Workpapeyr S-4, Page 19)

The September 30, 2009 balance of Construction Work In Progress (CWIP) was
used in the determination of Rate Base. Consistent with prior Commission
practice for the Company, an Allowance for Funds Used During Construction
(AFUDC) “offset” adjustment is being made to record AFUDC above the line.
The CWIP balance was $28,208,039 at September 30, 2009 of which $2,426,699
is not subject to AFUDC. The remaining balance of $25,781,340 is subject to
AFUDC. Using the requested overall return of 8.67%, the annualized AFUDC is
$2,235,242. The AFUDC booked during the test year was $1,036,657 requiring
an adjustment to increase the AFUDC offset by $1,198,585. The Deferred
Federal Income Taxes (DFIT) associated with the borrowed funds portion of the
$2,235,242 is $327,564. The booked DFIT on the borrowed funds portion was

$285,161. This increases DFIT by $42,403. The net effect on NEOI is a

jurisdictional decrease of $42,021.

Amortization Storm Cost Deferral (Section V, Workpaper S-4, Page 20)

On August 31, 2009, the Company filed an application with the Kentucky
Public Service Commission requesting authorization in accordance with SFAS
No. 71 to accumulate and defer for review and recovery in the Company’s next
base rate proceeding incremental and extraordinary O&M expenses incurred by

the Company in repairing damage and restoring service in connection with three
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2009 Major Event storms. The Company also requested relief by Order dated on
or before December 31, 2009.

The adjustment reflects the amortization of the three 2009 Major Event storms
over a three year period. This increases jurisdictional O&M expenses by
$3,404,490.

Annualization Postage Increase (Section V, Workpaper S-4, Page 21)

The test year adjustment for postage expense annualizes the United States
Postal Service (USPS) 4.76 percent across the board increase that went into effect
on May 11, 2009. To reflect this increased cost, the number of bills, notices,
letters, etc. (See Exhibit RKW-2) mailed by the Company from October 1, 2008
through May 8, 2009 was multiplied by the postage rate increase resulting in an
increase to Operation and Maintenance (0&M) Expenses of $22,626.

O&M Adjustment Advertising (Section V, Workpaper S-4, Page 28)

A review was made of advertising expenses recorded during the test year.
This adjustment eliminates pursuant to Commission regulation 807 KAR 5:016
Section 4(1) those expenses ($18,297) that were promotional and institutional
advertising,

Annualization Property Tax Expense (Section V, Workpaper S-4, Page 30)

Property tax expense reflected in the test year is based upon the actual
property investment at December 31, 2008 and property tax rates for 2009. This
adjustment increases property taxes by a jurisdictional amount of $162,360 to

reflect increased property tax expense using the estimated 2010 property taxes on
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the December 31, 2009 assessable property value and the latest actual property
rate.

Annualization Emplovee Related Expenses (Section V, Workpaper S-4, Pages

32-38)

During the test year, wage increases were granted, employee benefit plan
costs escalated, and payroll related taxes increased. Page 32 of Workpaper S-4
sumimarizes this adjustment, which increases jurisdictional O&M Expenses by
$687,924 and Taxes Other Than Income Taxes by $54,528 to annualize the test
year increases in labor and other employee related expenses incurred by the
Company during the test year. Pages 33-38 of Workpaper S-4 provide further
details supporting the adjustment.

The annualization of wages and salary increases, medical plan costs, life
insurance costs, dental plan costs, long term disability insurance costs and savings
plan costs were done to reflect the ongoing level of expense at the end of the test
year period.

The annualization of Federal Insurance Contributions Act (FICA) tax expense
reflects the wage and salary increases to the Old Age Survivors & Disability
Insurance (OASDI) and Medicare rates and employee maximuim base.

Annualized Lease Expense (Section V, Workpaper S-4, Page 39)

The test year adjustment of lease costs annualizes the current level (September
2009) of lease rental expense and results in a decrease in the jurisdictional O&M
expense by $69,186.

Eliminate Safety Focus Costs (Section V, Workpaper S-4, Page 40
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At the end of 2008, with a payout in February 2009, the Company eliminated
the safety focus incentive plan. The adjustment reflects this elimination by
reducing the test year jurisdictional Q&M expense by $208,239.

Adjustment Interest Synchronization (Section V, Workpaper S-4, Page 42)

The purpose of this adjustment is to reflect in the computation of Federal and
State Income Taxes included in the test period cost of service and the interest
expense tax deduction that will result based upon the capital costs and capital
structure included by the Company in this filing.

The annualized interest expense has been computed using long-term and
short-term debt capital at a cost of 6.48% and 2.29% respectively, as proposed in
the overall cost of capital. These capital components and cost rates yield a pro
forma interest expense deduction of $34,710,974 (Line 7). This amount is
representative of the tax deductible interest costs the Company will incur
assuming the capital structure and related capital costs proposed by the Company.

The actual interest expense incurred during the test year was $37,783,905
(Line 8). In computing state income tax for the test year, the jurisdictional
interest expense adjustment of ($2,732,876) (Line 11) is the difference between
the pro forma interest and actual interest multiplied by the state income tax rate of
6.2282%. This results in an increase of test year state income tax of $170,209.

Federal income taxes have been synchronized using the jurisdictional interest
expense adjustment of ($2,732,876) (Line 11) which is the difference between the

pro forma interest and actual interest, plus the $170,209 (Line 13) state tax effect.
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The net change of ($2,562,667) (Line 14) at a 35% tax rate yields an increase to
FIT of $896,933 (Line 16).
DOES THIS CONCILUDE YOUR PRE-FILED DIRECT TESTIMONY?

Yes.



AFFIDAVIT

Ranie K. Wohnhas, upon first being duly sworn, hereby makes oath that if the foregoing
questions were propounded to him at a hearing before the Public Service Commission of
Kentucky, he would give the answers recorded following each of said questions and that

said answers are true.
N (U&Z/_/

Ranie K. Wohnhas

Commonwealth of Kentucky )
) Case No. 2009-00459
County of Franklin )

Subscubed and sworn to before me, a Notary Public, by Ranie K. Wohnhas this

_ /9% dayof D—eW 20009.

\JMMA 57/ Z/)smg«uf

Notary Rliblic

My Commission Expires QWZM A3, 40/3
4 d/—'




Type
of
Incentive

ICP
KPCo Employees
AEPSC Employees
Total ICP

LTIP
KPCo Employees
AEPSC Employees
Total LTIP

Total ICP/LTIP

Kentucky Power Company
Summary of ICP/LTIP Adjustment to 1.0 Target Payout
Test Year 12ME 9/30/2009

Calculated Test
Incentive Year
@ 1.0 Payout Incentive Adjustment

$ 2658577 $ 2,263,062 $ 395,515
$ 2092070 $ 2,137,467 $ 854,603
$ 5650647 $ 4,400,529 $ 1,250,118
$ 206,705 $ 85422 $ 121,283
$ 784,153 % 8,157 $ 775,996
3 990,858 % 93,579 §$ 897,279
$ 6,641,505 $ 4,494,108 $ 2,147,397

Exhibit RKW-1



Kentucky Power Company

Exhibit RKW-2

Number of Bills, Notices, Letters, etc. Mailed October 1, 2008 through May 8, 2009

Month

October 08
November
December
January 09
February
March

April

May 1 - May 8

Total

Payroll  Accis Pay Refund
Bills Disconnects W-2's Checks Checks Checks Total

184,336 17,983 86 463 944 203,812
183,957 19,588 86 391 870 204,892
182,516 22,5639 86 508 690 206,339
181,718 24,692 519 172 346 550 207,997
185,333 23,271 86 375 490 209,555
182,592 21,538 86 344 740 205,300
184,773 22,282 86 342 707 208,190
55,456 6,510 86 107 141 62,300
1,340,681 158,403 519 774 2,876 5,132 1,508,385
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