
AFFIDAVIT PU5LIC SERVICE 

Errol IC Wagner, upon beiiig first cluly sworii, hereby iiialtes oath that if the foregoing 
questioiis were propouiided to him at a Iiearing before the Public Service Commission of 
ICeiitucky, he would give the answers recorded following each of said questioiis and that 
said aiistvers are true. 

GOMMISSION 

C o iiiiiio inve alth of I<.eiitucky 1 

Couiity of Franklin ) 
) Case No. 2,009-004-59 

Sworn to before iiie aiicl sLibscribecl in iiiy presence by Ehol I<. Wagner, this the 
3/ 8f id  
3 P ay ofMarch, 2,010. 





I a S C  Case NO. 2009-00459 
Attorney General's First Set of Data Requests 

Dated February 12, 2010 
Blem No. 47 
Page 1 o f 1  

~e\7isecl n'Ial-cil 31,2010 

entuclcy Power Company 

Please provide copies of all presentations made to rating ageiicies and/or itivestiiieiit lit iiis by K P  
between January 1 2003 arid the preseiit. 

RESPONSE 

Plcasc icfc'cr to the attachment for copies of tlie presentations macle to tlie i ating agencics ancl/oi 
iiivestiiieiit firiiis by I<P between January 1 2003 and the present. Conlideiitial l-notcctron ol' 
portions o l  the attachment is being requested iii tlie €orin of a Motioii loor Coiifideiitial Ti eatiiient. 

%VITNE§S: Errol I<. Wagiier 
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KPSC Case No. 2009-00459 

Dated ~~~~~~~~y 12,2010 
Item NO. 51 
Page P o f 1  

Revised Ma~-ch 311, 2010 

Attorney Gener:aB’s First §et of 

REQUEST 

Please provide copies of all correspoiicleiice between ICP aiid any of tlie three iiia,jor boiicl rating 
agencies (S&P, Moody’s, and Fitch) from Jaiiuary 1, 2007 to the present. Tliese iiiclude copies 
of letters, reports, preseiitatioiis, eiiiails, aiid notes from telephone coiiversatioiis. 

The preseiitatioiis to the agencies are iiicluded in the response to Item No. 47. Attached, please 
fiiid the portioiis of tlie correspondence relating to Kentucky Power. ICeiitucky Power searcliecl, 
in good faith, for all correspondence. In tlie event that aclclitioiial correspoiicleiice is icleiitifed, 
this respoiise will be supplemented. ConfideiitiaI protectioii of portions of the attachment is 
being requested in the form of a Motion for Coixfideiitial Treatment. 

IITNESS: Errol I<. Wagner 
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Dated Febroaly 12,2010 
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Renee V HawkinslOR4/AEPIN 

10/20/2008 02:19 PM 

To: Gerrit Jepsen, Todd Shipman 
Subject: Regiilatary S t i ~ e y  - First Batch 

s&p-rsgulatory KP.duc TCC,doc T N C.doc 

Renee V. Hawkins 
Assistant Treastifer and 
Managing Director, Corporate Finance 
American Electric Power 
1 Riverside Plaza 
Columbus, OH 43215 
Phone (614) 716-2837 
Fax (614) 716-3288 



KPSC C ~ W  NO. 2009-00.159 
AG 1st Set of Data Requests 

Item No. 51 - Public 
Page 3 of 71) 

Dated February 12,2010 

Renee V Haw!~ins/OR4/AEPlN 

07/31/2007 0827 AM 

To 
Todd Shipman 

CC 

Subject 
AEP Press Release 

Todd, 

Attached, please find a press release outlining that AEG, TCC, TNC and KP will be deregislered. The companies will 
continue to provide financial statements on a quarterly and annual basis on the AEP website. This press release will be 
released out either tater today or tomorrow. 

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

,,.. ... ". 4 
Deregistratian Press Release.doc 

Renee V. Hawkins 
Managing Director, Corporate Finance 
American Electric Power 
1 Riverside Plaza 
Columbus, OH 43215 
Phone (614) 716-2837 
Fax (61 4) 71 6-3288 



KPSC c;lse NO. 2009-aow1 

Dated Febluary 12,2010 

P:tgc 4 of79 

AG 1st Set  of Data Requests 

litciu No. 51 -Public 

Renee V Mav&inslOR4/AEPIN 

12/22/2009 11 :48 AM 

To Gerrit Jepsen 
Subject I/C specific to the $245 mattiring in 2015. 

----- Forwarded by Renee V HawkinslQR4IAEPIN on ?2122/2009 'I "I :48 AM ----- 
OPCO $200 
KPCO $20 
-- WPCO $25 
Total $245 

Gerrit, 

Here is our key assumptions document. Table 4 includes the rate relief through 2010 and the remainder of the detail is 
included on the operating company summary pages. 

If you have any questions as you go through the assumptions, please dn not hesitate to call Matt or me. 

AEP Key AssumZions Dec 20U9.doc 

Best regards, 

Renee 

Renee V. Hawkins 
Assistant Treasurer and 
Managing Director, Corporate Finance 
American Electric Power 
1 Riverside Plaza 
Columbus, OH 43215 
Phone (614) 716-2837 
Fax (614) 71 6-3288 
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Page 5 of 79 

Gerrit, 

Please find forecasts for the 7 remaining utilities attached herewith. Let me know if you have any 
questions. Thanks, 

I<PCO IS,BS, & CF Templates 2009 - 2013 f1at.h 

Matt Fransen 
Manager - Corporate Finance 
American Electric Power 
Phone (614) 776-1484 

rndfransen@aep.com 
F ~ X  (614) 736-3288 

mailto:rndfransen@aep.com


IWSC Case No. 2009-00459 
AG 1st Set of Dat:i Reqiiests 

Iteiii No. 51 -Public 
Eige 6 o f  79 

Dated I;ebloal”y IS, 2010 

COMPANY 

Kentucky Power Company 
JURISDICTION 
Ken t. 11 c: k y 
REGULATORY BODY 
Kentucky Publi,,c Service Commi.ssion 

1. RESOURCE PROCUREMENT PROCESS 
If your  uti.1.ity has obligation-to-serve or POLR 
responsibilities, please note any new developments in the 
procurement process since 2008 ( e . g .  IRP, competitive 
procurement., regulatory oversight, or regulatory approval). 
(If necessary, attach separate document.) : 

No changes 

2. RATE CASE INFORMATION 

Provide the following information f o r  base rate cases 
completed since 2008: 

Date F i l e d  12/29/03 ( c a s e  i n  p rogres s )  

I n i t i a t e d  By Company 

I n t e r i m  Rate  I n c r e a s e  Amount and Date n / a  

Amount and % of Requested Rate Inc rease  $124 m i l l i o n  ( 2 4 % )  

Amount and % Rate I n c r e a s e  Granted n / a  

Date Permanent R a t e s  Went I n t o  E f f e c t  n/a  

Rate Base  Amount $995 m i l l i o n ,  b u t  r a t e  
base  i s  no t  used for  
s e t t i n g  r a t e s  i n  I(entuc1:y. 

T e s t  Year IJsed 9/30/09 

(If updated, through what d a t e ? )  n/a 

Return on Equ i ty  Authorized n / a  

C a p i t a l  S t r u c t u r e  ( 0  deb t ,  preferLed, common) 4 3 %  Eq, 57% deb t  

Se t t l emen t  (Y, 1‘1, P a r t i a l )  n / a  



I<PSC Case No. 2009-00459 
AG 1st Set oFData Requests 
Dated Februaiy 12,2010 
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Page 7 of 79 

3 a LARGE CAPITAL EXPENDITURES 

P l e a s e  n o t e  changes t o  programs or r i d e r s  a u t h o r i z e d  f o r  
s i g n i f i c a n t  c a p i t a l  p r o j e c t s  ( e , g ,  p r e - a p p r o v a l s ,  s e p a r a t e  
r a t e  mechanism, r e g u l a t o r y  o v e r s i g h t ,  r a t e  b a s e  t . r e a t m e n t ) :  

none 

4 .  TARIFF CLAUSES FOR SIGNIFICANT EXPENSES 
Note s i g n i f i c a n t  changes  ( e , g .  added, withdrawn, t i m i n g  of 
r a t e  a d j u s t m e n t s ,  i n c e n t i v e s )  t o  any s e p a r a t e  ra te  
mechanisms f o r  s i g n i f i c a n t  expenses  such  a s  pu rchased  power 
or f u e l :  

None 

Any amounts d i s a l l o w e d  i n  2009? ( n o t e  % of t o t a l  c o s t ) :  

5 .  RATE DESIGN 
Any s i g n i f i c a n t .  r e g u l a t o r y  changes t o  t h e  monthly f i x e d  
c h a r g e  i n  any of your  customer c l a s s e s ?  

none 

6.  FINANCIAL REPORTING 

Please a t t a c h  f i n a n c i a l  r e p o r t s  s u h m i t t e d  t o  your  r e g u l a t o r  
i n  2 0 0 9  ( o r ,  i f  a p p l i c a b l e ,  a summary p a r t  of t h e  r e p o r t  
w i t h  f i n a n c i a l  d a t a )  o r  p r o v i d e  a website a d d r e s s  where 
t h e y  can  be found: 

Kentucky Power Company f i n a n c i a l  r e p o r t s  can  he o b t a i n e d  a t  
t h e  f o l l o w i n g  website a d d r e s s :  

Please p r o v i d e  t h e  a c t u a l ,  j u r i s d i c t i o n a l  e a r n e d  r e t u r n  on 
e q i i i t y  f o r  2 0 0 8 :  6 .14% t o t a l  company f i n a n c i a l  r e t u r n .  
O f f i c i a l  j u r i s d i c t i o n a l  r e t u r n  n o t  c a l c u l a t e d  f o r  2 0 0 8 .  
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7 ,  NQN-TRADITIONAL RATEMAKING PRACTICES 
Please n o t e  i f  any  of t h e  f o l l o w i n g  were added o r  withdrawn 
i n  2009 :  

I n c e n t i v e  Ratemaking 

Revenue Decoupling 

Weather N o r m a l i z a t i o n  

Other  

Desc r ibe  changes:  

no 

no 

no 

no 

8. OTHER 
Describe any  p r a c t i c e s  or pollicy changes made b y  your  
r e g u l a t o r  i n  2009 t ha t  you t h i n k  a f f ec t s  credit. qua1i t .y .  

SURVEY COMPLETED BY: 
NAME ._ __I -- 

PHONE NUMBER - 

-- - - _ I _ ~  

E-MAIL 



KPSC C:w No. 2009-00453 
I ~ G  1st Set 01 D;Ita Iieqtlcsts 
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Global PoweriNofth America ~~~~~~ 

Credit Analysis A Subsidiary of American Electric Power Cos, 

-- ______-- 
Rating Rationals 

Ratings 
Security Current Previous Rate 
Class Rating Rating Changed 
Issuer Default EBB- NR 12/6/05 

Sr. Unsecured Debt BBi3 NR 6/1/00 
Commercial Paper F2 NR 5/1/98 

Rating \Na(ch .................................... “........None 
Rating Outlook ... . .I.. ll.l..,.-..l ... ”..I_ ~... ........ Slable 

Rating 

Amalysts 
Karen Anderson 

Itaren.anrferson@fi(chratings.corn 

13enise Furey 

denise. fiirey@fitchratings.com 

KarimaOnm* 

karima.omar~fitcliratiiIgs.corn 

1-1 3 12 368-3 165 

i-1212 908- 0672 

+ I  212 9088-0592 

P rcOi ne 
rvc is an integrated elcctric utility is engaged 
in the generation, transmission and 
distribution of power to approximately 
175,000 customers in eastern Kentucky. 

Fitch affiinned tlie ratings of Kentucky Power Co. (ICPC) on April 17, 
2007. The ratings for KPC reflect stable cash Rows 6-om regulated 
electric utility operations and a relatively constructive regulatory 
environment. The conipany’s credit profile is further enhanced by its 
affiliation with its parent, American Electric Power Co., (AEP, JDR 
‘BBB’), which enables the utility to participate in the AEP power pool 
and AEP money pool. However, given AEP’s highly centralized 
treasury and electric operations, any deterioration in the credit quality 
of AEP could impair the ratings of ICPC. KPC’s credit inetrics are 
consistent with its current rating category with the ratio of EBITDA to 
interest and funds flow coverage at 4.6 liines (x) and 3.9x, 
respectively, for the twelve month period ended March 31, 2007. 
Leverage, as measured by debt to IEBKTDA, was 3 . 4 ~  for the same time 
period. 

The prinlary rating concern fachg RPC relates to its exposure to rising 
capital expenditures for environtncntal compliance, in particular 
because the company’s generation is almost exclusively coal-fi ed. 
However, FitcIi expects adequate recovery of these environinental 
costs through the company’s eiivixonmental cost compliance (ECC) 
surcharge. While the ECC is not ail automatic pass-through, it allows 
the company to request recovery of environmental costs outside of a 
€211 rate case. Recovery delays or disallowances o f  environmental 
costs could place downward piessure on ratings. Other rating concerns 
relate to ICPC’s significant industrial concentration in cyclical 
businesses. In 2006, industrial customers constituted $% of totai 
revenues for the utility. 

Key Gredir9 S%ren!g&&ns 
0 etrics consistent with rating 

0 y constiuctive rcgulatory 
environrnen 1. 

o Affiliation with parent, AEI’. 

L%Sgg &T?di% eQBoCF%‘RS 
e IJigli aiviroizinenfal contpliance 

0 

o 

costs 
Exposure to heavy industrial load in 
cyclical industries. 
Unit concentration in Big Sandy 
Power Plant 

v Rseemt ~~W~~~~~~~~~ 
ISFC had originally scheduied for the construction of a scrubber on its 
Big Sandy Plant, which started 2006. However, a subsequent 
engineeiing assessment calculated that the costs would be =[ xnillioti. 
As a result o f  the significant cost increase, ICPC manageinent has put 
tlic construction process on hold. The company had anticipated 
construction expenditures in 2006 to approximate $100 million 
including scrubber related expenditures. The pIamed completion of 
the scrubber was originally 2010 and has been pushed out to 2020. As 
a result of the delay in the scrubber construction, actual 2006 capital 
spending was $54 million. A concern with tlie delay is that 
etivironmeiital compliance standards will intensify over the next 
t l ~ e e n  yeais, and the utility would be faced with hicreased 
environmental investments. The plant accounted for XX% of total 
power generation in 200G. 

I--- 

- 
Editor: XXX 
Desk fop: xxx 
File Name: XXY 

--.-I- --Î __I.- 

w.fitchratings.com 

mailto:fiirey@fitchratings.com
http://w.fitchratings.com
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KPC received a favorable outcome to its 
rate case Hi  Kentucky with a $41 million 
base rate increase hi early 2006, 
compared to a rcquest of$xx million. Thc 
I<entucky regulatory clirnatc has been 
considered fairly constructive, with 
adjustment rnechaiuslns to recover fuel, 
purchased power, and envhontnental 
coinpliance costs (including 
ciivironinental construction work H i  
progress) between base rate cases. These 
is no expectation of retail electric 
industry restnicltuing in ICentucky. 

v ~~~~~~~~~ ;;%rad Deb* $%ruc&aore 
KPC has access to short-term borrowings tlxough a cash pool managed 
by i ts  parent company, whcreby eritities with excess short-terin 
liquidity letid to affiliates with cash aecds. External finaxicing needs of 
this pool are sourced directly by the parent, AEP. AEP has $3 billion 
o€ committed credit facilities in place, of which $2.5 billion was 
available as of March 3 1, 2007. RPC’s debt maturities over tlze next 
several years are as follows: $322 million in 2007, $30 million in 
2008, $0 million in 2009, $0 million in 2010 and $0 million in 202 1. 
Large debt maturities are expected to be refinanced. Capital 
expenditures are lorecasted to average approximately $89 million per 
year through 2011. It i s  anticipated that KPC will fund i t s  capital 
needs through a mix of internally generated cash flow and extend 
financing. 

Copyright 0 2002 by Filch, Inc. and Filch Rnlhgs, Lld. and its sl:bsic!ieries One Slale Slrccl Plaza. W, I W  IO004 
Tclcphonc: 1-800-753-4824, (212) 908-0500. Far: (212) 480-4435. Reprotdinion or rrirsiumhsioo iu whole or in put is prohibited cxcepl by pcrmhsion. All righls rcswcd. All of  be 
inronnntion conlnined ltncin llas becn obainccl from soiwcIcCs Filch believes arc reliable, bul Pitch dow not verify llrc ~ N I I L  or accuracy of the inromiation l l i c  information in this repon is 
provided% is” without any reprsenration or rr~manty o i m y  kind A Etch rating is nit opinion ns to lhc crcditwonhiness ora security, not a rccornmendalion lo buy, scll, or 1~013 any security. 

-.-- .____ 
Kentucky Power CO. 

2 
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Financiall Summary LTM December December December December December 

Fundamental Ratios 
-. 3~-nn;ar"--Os 2006 2005 2004 2003 2002 ----.I - --- ~ I-- 

FFOllnterest Expense (x) 
CFOllnterest Expense (x) 
DebVFFO (x) 
Operating EBIThferest Expense (x) 
Operating EBITDNlnteresl: Expense ()() 
Debt/Operafing EBITDA (x) 
Common Dividend Payout (%) 
fnternal CashlCap. Ex. (%) 
Cap. ExJDepreciation (%) 

Profitability 
Revenues 
Net Revenues 
Operating and Maintenance Expense 
Operating EBITDA 
Depreciation and Amortization Exp. 
Operating EBlT 
Gross Interest Expense 
Net Income for Common 
Oper. Maint. Exp. % of Net Revenues 
Operating EBlT % of Net Revenues 

Cash mow 
Cash Flow from Operations 
Change in Working Capital 
Funds from Operations 
Dividends 
Capital Expenditures 
Free Cash Flow 
Net Other Investment Cash Flow 
Net Change in Debt 
Net Change in Equity 

Capital Structure 
Short-Term Debt 
Lono-Term Debt 

3.9 
4.4 
5.4 
3.0 
4.6 
3.4 
43.3 
1 16.6 
153.0 

588 
245 
99 
136 
47 
90 
29 
40 

40.6 
36.6 

101 
15 
86 
( W  
('71) 

(20) 

12 
6 

0 

21 

3,8 
4.6 
5.8 
2.8 
4.3 
3.8 

42.8 
117.7 
167.8 

586 
233 
96 
128 
46 
82 
29 
35 

41.3 
35.1 

107 
24 
a2 
(15) 
(78) 
14 
0 

(17) 
0 

31 

3 .O 
3.0 
8.6 
2.1 
3.6 
4.7 
12.0 
99.0 
126.3 

531 
205 
90 
106 
45 
61 
29 
21 

43.7 
29.7 

59 
I 

58 
(3) 
(57) 
(1 1 

(15) 
16 

0 

6 

3.9 
4.0 
6.0 
2.1 
3.6 
4.0 
75.3 
190.7 
84.3 

449 
20 I 
85 
I07 
44 
63 
30 
26 

42.1 
31.5 

90 
5 

85 
(20) 
(37) 

(16) 
(20) 

34 

0 

0 
513 

4.2 
3.6 
5.7 
2.4- 
3.8 
4.8 
50.9 
63.7 
241.3 

43 3 
491 
72 
140 
39 
71 
29 
32 

37.8 
37.0 

77 
(1 7 )  
94 
(1 6 )  
(95) 
(34) 
0 
32 
0 

38 
493 

,I .9 
3.7 
20.3 
I .9 
3.1 
5.9 

102.7 
28.6 
537.7 

379 
181 
88 
84 
33 
54 
27 
21 

48.7 
28.3 

72 
48 
25 
t2 f )  

(479) 
(128) 

0 
78 
50 

23 
474 447 450 490 .. . 

Total Debt 468 480 496 54 3 53 I 497 
Preferred and Minority Equity 0 0 0 0 0 0 
Common Equity 
Total Capital 

------- --- l_.-l_l______ LLI_."- 
Y 

377 _-- 370 348 -..._---. 32 4 3'7 - ~ - _ .  298 
845 850 844 834 848 795 

Total Debtrrotal Capital (%) 55.4 56.5 58.8 61.5 62.6 62.5 
Preferred and Minority EqJTataI Capital (7 0.0 0.a 0.0 0.0 0.0 0.0 
Common Equilynotal Capital (%) 44.6 43.5 41.2 38.5 37.4 37.5 
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RathLgs 
Security Class . Current Rating - 
Issuer Default Rating BB& 
Senior Unsecurcd Debt BBB 
Short-Term IDR F2 

~~t~~~~~ 
- 
Stable 

Fiinana_cHd Data! 
Kentucky Power Co. 
(5 Mil.) 

12/31/07 12/31/06 

057 B50 

Capexf 
Depreciation (x) 144.4 167.8 
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i<aren L. Anderson 

karen.anderson9fitchratings.com 

Sharon Bonclli 
i.l 212 908-0581 
sharon.bonelli@fitchra tings.ronr 
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R ~ J ~ ~ ~ I  Researdl 
~ -~ ~ 

o Press Release, “Fitch Affirms Ratings 
for Icen[ucky Power Co.,” dated 
April 24, 2008. 

D Credit Analysis, American Electric 
Power Co., inc., dated Moy 15, 2007. 

o 

B 

Fitch affirmed the ratings and Stable Outlook for Kentucky Power Co. (KPC) on 
April 24, 2008. 
KPC’s ratings take into consideration the company’s stable utility operations, 
relatively constructive regulatory environment and affiliation with parent, 
American Electric Power Co., Inc. (AEP, rated ‘BBB’ with a Stable Outlook). The 
primary rating concern far-ing the company relates to i t s  increasing debt levels to  
fund capital expenditures related to installing scrubbers at the Big Sandy coal plant 
for environmental compliance. Fitch expects adequate recovery of these 
environmental costs through the utility’s environmental cost compliance (ECC) 
surcharge, although there wilt be regulatory lag. 
The Stable Outlook for KPC reflect Fitch’s expectation that the company wilt 
continue l o  past credit metrics consistent with ‘BBB-’ guidelines, which includes 
recovering i t s  significant erivironmental carnpliance costs and receiving reasonable 
outcomes to future rate cases in Kentucky. 

o 

Key &&1g Da4velips 
o Credit strengths include: 

o Stable uti l i ty operations. 
o 

o Affiliation with parent AEP. 

Relatively ( onstructive regulatory environment. 

o Credit concerns include: 
o Increasing capital expenditures for environmental compliance. 

cent Events 
In December 2007, the 1J.S. District Court approved AEP’s consent decree with the 
Environmental Protection Agency (EPA), the Department of Justice (DOJ), various states 
and special interest groups, which resolved all issues retated to  claims in  the New Source 
Review (NSR) cases, The EPA had alleged that KPC’s affiliates modified certain coal-fired 
generating plants in  violation of the NSR requirements of the Clean Air Act (CAA). The 
alleged modifications occurred over a 20-year period. KPC agreed to complete previously 
announced scrubbers on Unit 2 of i t s  Big Sandy Plant by 2015. lCPC recorded i t s  share of 
the costs ($5.2 million) during the third quarter of 2007. 

ebt S%a%cmre 
KPC has access to short-term borrowings through a rash pool managed by AEP. External 
financing needs of this pool are sourced directly by the parent. AEP has $3 billion in  
committed bank credit facilities in place; $1.5 billion that expires in  March 2011 and 
$1.5 billion that expires in April 20’42. The revolving credit agreements contain a 
covenant that requires AEP to maintain a debt-to-total capitalization at or below 67.5%. 
As of Der. 31, 2007, KPC had $19.2 million of borrowings under the Corporate Borrowirtg 
Program, supported by the credit facilities. 

http://karen.anderson9fitchratings.com
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#ROW Y O U R  RISK 
5 

- 
~unrfantental  (a;) 
Funds fiom Operations (FF0)llnterest Expense 
Cash Flow from Operations (CFO)/lnterest Expense 
DebL/FFO 
Operating EBITllnterest Expense 
Operating EBITDAllnCerest Expense 
Debt/Operatins EBITDA 
Commoii Dividend Payout ( X )  
Internal CashlCapital apendi tures  (X) 
Capital Expenditures/Depreciation (X) 
profit ability 
Revenues 
Net Revenues 
Operatins and Maintenance Expense 
Operating EBITDA 
Depreciation and Amortization Expense 
Operating €BIT 
Gross Interest Expense 
Net Income for Common 
Operating Maintenance Expense % of Net Revenues 
Operating EBlT X of Net Revenues 

Cash Flow 
Cash Flow from Operations 
Change in Workins Capita( 
Funds from Operations 
Dividends 
Capital Expenditures 
Free Cash Flow 
Net Other' Investment Cash Flow 
Net Change in Debt 
Net Change in Equity 

2007 

3.9 
4.3 
5.6 
2.6 
4.3 

37.0 
119.9 
144.4 

3.8 

588 
237 
I03  
122 
47 
75 
29 
32 

43.5 
31.6 

2006 

3.8 
4.6 
5.8 
2.8 
4.3 
3.8 

117.7 
167.8 

42.8 

586 
233 
96 

128 
46 

29 
35 

41.3 
35.1 

a2 

1 07 
24 
82 

(151 
(78) 
14 

0 

0 
(17) 

2004 __.I____ 2005 - 
3.0 3.9 
3.0 4.0 
8.6 6.0 
2.1 2.1 
3.6 3.6 
4.7 4.8 

12.0 75.3 
99.0 190.7 

126.3 84.3 

531 
205 
90 

I06 
45 
61 
29 
21 

43.7 
29.7 

59 
1 

58 
(3) 

(57) 
(1 ) 

(1 5) 
16 

0 

449 
201 

85 
107 
44 
63 
30 
26 

42.1 
31.5 

90 
5 

85 
(20) 
(37) 

(16) 
(20) 

34 

0 

Capital Structure 
ShorVTerm Debt 19 31 6 0 
Long-Term Debt 451 450 490 513 
Total Debt 470 480 496 513 
Preferred and Minority Equity a 0 0 0 

Total Capital 857 850 E44 a34 

Preferred and Minority €qnity/Total Capital ($) 0.0 0.0 0.0 0.0 

Common Equity 307 370 348 321 

Total DebtlTolal Capital (%) 51.8 56.5 58.8 61.5 

Common Equity/Total Capital (X) 45.2 43.5 41.2 38.5 

LTM- Latest 12 months. Operating EBlT - Operating income plus total reported state and federal income tax expense. Operating EBITDA 
reported state and federal income tax expense plus depreciation and arnortlzation expense. 
Source: Financial data obtained f r o m  SNL Enersy Info) mation System, provided under license by SNL Financial, LC of Charlottesvil(e, Va. 

2003 2002 -- 
4.2 I .9 
3.6 3.7 

2.4 1.9 
3.8 3.1 
4.8 5.9 

50.9 102.7 

241.3 537.7 

5.7 20. t 

63.7 28.6 

413 379 
191 181 
72 88 

39 33  
71 51 
29 27 
32 21 

37.8 48.7 
37.0 28.3 

110 a4 

38 23 
493 474 
531 497 

0 0 
317 298 
B40 795 
62.6 62.5 
0.0 0.0 

37.4 37.5 

-Operating income plus total 

_- 

Copyright 0 2008 by Fitch, Inc., Fit& RatinPs Ltd. and its subsidiaries. One State Stteet Plaza, NY, N Y  10004. 
Telephone: 1-500.753.4824, (212) 908-0506. Fax: (7.12) 480-4135. Reproduction o r  retransmlsslon in vrholc or in port is prohibitcd except by 
permission, All  of the information contained lierein is based on Information oblained from Issuers, otlier obligorr, 
undewriteo,  and other sources which Fitcli believer lo be reliable. Fitch docs not audit or verify the truth or accuncy of any such information. 
As a result, the information in this report is provided "as is" \ 'dthwt any representation orvmrranty of any kind. A Fitch rating is an opinion as to 
the creditworthiness of a security. Thc nt ing  does not address the risk of loss due  to risk other t l m  credit risk, onless such risk is specifically 
mentioned. Fitch is not c n p g e d  in the offer or sale of any security. A rcport providing a Fitcli ratin!$ is neither a prospectus nor a substitute for 
die information aircmbkd, verified and presented to investors by the  Issuer and its agents in connection m'th the sate of the securities. Ratings 
may be changed, suspcnded. or witlidrovm a t  anytime for any r e a m  in the sole discretion of Filch. Fitch doer not provide liiveslment advice of 
any sat. RatinSs ore not a recomnwndation to buy, sell, or hold any sccufih/. Ratings do not comment on tJrc adequacy of marltet price, the 
suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security, Fitctr 
receives fees from issuers, inwrcrs, guarantors, other obligors, and underwriters for rating securitics.. Such fees generally vary from USD1,ooO t o  
USD750,OM) (or the applicable currency equivalent) per issue. In certain cases, Fitch W i l l  rate all or a number of issues issucd by a particular 
isruer, or insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from USDl0,OLlO to 
USDI,~OO,OOO (or the  opplicable currency equivalent). The assignment, publication, o r  dissemination of a rating by Filch shall not constitute a 
consent by Fit& to UIC its name as an expert in conneclion with any registration statement filed under the  United States securities laws, the  
Financial Services and Mrkets Act of ZOO0 of Grcat Britain, o r  the securities taws of any particular jurisdiction. Due to tho relative efficiency of 
electronic publishins and distntwtion, Fltcli research may be avallabk t o  electronic subscriberr up to three days earlier than to print subscriberr.. 

rill rights resewed. 
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Security Class 

Senior Unsecured Debt 80B 0 

Short term Ratini: R 

ISSUET Default Rating DBB. 0 

Stabte 
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Kentucky Power Lo. D 

LTM 12/31/08 

____. h d Y S W  

Karen Anderson 
+312 368-3165 
‘(wen. onderson@fitc/ira tings. corn 

on Donetti 

0 

L 908-0581 
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Fitch affirmed the ratings for Kentucky Power Co. (KPC) on August 20,2009. 
The ratings for KPC take into consideration the company’s stable utility operations, 
relatively constructive regulatory environment and affiliation witl l  parent American 
Electric Power Co., (AEP, IDR ‘BBB’, Stable). While the  utility benefits from 
participation i n  the AEP power pool and AEP money pool given AEP’s highly 
centralized electric and treasury operations, any deterioration in the credit quality 
of the parent company could impair the ratings of KPC. Favorably KPC has no debt 
maturities until 2015, a solid liquidity position, declining capital expenditures 
through 201 1, as well as a cost contra( program in place. 
W C ’ s  credit metrics are currently below average for i t s  current rating category, 
with recent financial performance negatively impacted by higher levels of fuel and 
purchased power expense. Further contributions to the pension plan are 
forecasted in 2010 and 2011, which wil l continue to  place pressure on cash from 
operations. Filch forecasts KPC to  continue to have weakened credit projection 
measures untiL the company i s  abk  to receive rate relief. 
The primary rating concerns Pacin!: KPC relate to i t s  exposure to a struggling local 
economy, particularly the industrial sector which comprises 36% of retail revenues, 
as well as stricter environmental legislation, in particular because the company’s 
generation is a single 1,060 megawatt coal-fired unit. Fitch expects adequate 
recovery of additional environmental costs through the company’s environmental 
cost compliance (ECC) surcharge, but there could be a recovery lag. 
The Stable Outlook for KPC takes into consideration Fitch’s expectation that t he  
company wi l l  improve credit metrics following rate relief, and obtain reasonable 
outcomes to  fut.tire rate cases and recovery enviionmentaI comptiance costs 
through regulatory mechanisms in Kentucl~y. In addition, Fitch assumes an-going 
parent company support. 

ReUated Research 
0 American Efectric Power Co 
e N P  Texas North (1 Stable utility operations. 
~1 AEP Texas Central 
II lndiana Mic/iIso~i Power Co. 
D Southrvcstern Elecfn’c Power Co. 0 Affiliation with parent, AEP. 
o Appnlachion Power Co, 
0 Ohio Power Co 
~1 Cobrnbus Southern Power Co. 

Key R26ng Drivers 

D Rehtively balanced regutatory environment. 

0 Below average credit metrics. 
o 

0 

Exposure to struggling local economy. 
Appropriate rate recovery for. .. ... ? 

Comnienf: Use of cash 111 2008 \vas 
cad inventory. 

Deleted: AdditionaNy, cash f l o w s  
have been impacted by pension 
contributions in 2008. 

Canirnenh Wehme not been this 
sp&ic on KP rate cases. 

Deleted:. IKPC plans to file for base 
rate increases in 2010 and 201 1; with 
the first round of rate increases lo 
be in effect by year end 2OtO. 

Recent Evellts 
Earlier this year, AEP announced it had reduced i t s  2009 capital budget to $2.6 billion 
from $3.3 billion and i ts 2010 capital budget to  $1.8 billion from $3.4 billion to manage 
through the economic downturn. The reductions in capital spendins for 2009 and 2010 
are spread across AEP‘s utility operating companies in generation, transmission and 
distribution. Discretionary projects are being deferred unti l the economic climate 
warrants the additional investment. KPC’s capital spending budget for 2009-201 I has 

___^______I___- ___1___1- _-____- _I ___ 
~~~~~,S“n~eHraitings,eonn nmmxn dd, 2007 

Ddleted: PIannecl rate case activity 
in 2010 and 201 I. 
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been reduced to $167 million from $334 million from the prior forecast by deferring 
environmental emissions projects. Funding for the company's capex program i s  expected 
to come from internally generated cash flows. 

Additionalty, AEP executed a common equity offering to  shore up the capital structure, 
which resulted in net proceeds of $1.69 billion, The parent company used $1.44 billion to 
repay outstanding balances on i t s  credit facilities; the remainder of the equity proceeds 
will be used to repay parent and other affiliate operating company debt. With the pay 
down of the credit facilities, the operating companies, including KPC, have sicjnificant 
borrowing capacity. 

KPC experienced severe storms i n  i t s  service territory in  January, February, and May of 
this year, which caused significant damage to the company's electrical facilities. KPC 
incurred approximately $$I million in storm costs, and expects to  file for related recovery 
during the third qttarter of 2009. 

Liquidity ad Debt smew@ 
Debt Structure (as of June 30,2009) $million 
Long-term Debt (inc. current portion) $549 
Short-tenn Debt $6 
Total Debt $555 56.57: 
Cornmoil Equity $430 43.7% 
Total Capitalization $985 100.0% 

KPC has no debt maturities over the next five years, with the next scheduled maturity of 
$20 million due in 201 5. 

KPC has access to short-term borrowings through a cash pool managed by AEP, whereby 
entities with excess short-term liquidity lend to  affiliates with cash needs. External 
financing needs of this pool are sourced directly by the parent, AEP. AEP has $3 biNion in 
committed bank credit facilities in place; $1.5 billion that expires in  March 201 1 and $1.5 
billion that expires in April 2012. The revolvins credit agreements contain a covenant 
that requires AEP to maintain a debt to totat capitalization a t  or below 67.5%. 

AEP Liquidity Position (as of June 30, 2009, $mil.) 

Revolving Credit Facility 1,500 March 201 1 
Revolving Credit Facitity 1,451 April 2012 
Revolving Credit Facility 627 Apt3 201 I 

Amount Maturity 

Total 3,551 
Plus: AEP Cash on Hand 355 
Less: 
Draw on Credit facilities (219)" "repaid in  07/2009 
Commercial Paper Outstanding (316) 
Letters of Credit issued (485)  
Total Available Liquidity $2,919 

Money Pool Activity for  YTD 2009 
Max. borran'ngr Avg. botrowiiips Borrowlngs as of 06/30/09 Authorized Ltrnit 
$114.1 million $143.7 million $6.05 million $250 million 
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Security Ciass Current Ratin& 

Senior Unsecured Debt BBB 
Issuer Default Rating - BBB- 

2hort-term Rating F2 

pimamciau Data 
Kentucky Power Co. 

LTM 12/31 IO8 

&ndystr; _- 
Karen Andersan 

Kuren. anderson@fiechratings. corn 
Sharon Bonelli 

i 3 1 Z  368-3165 

4-212 908-0581 
Sharon.hoilclli@fitchratings.com 

Related Rese iardl1 

o American Electric Power co. 
0 AEP Texas North 
o AEP Texas Central 
o Indiana Michigan Povfer Co. 
o Southwestern Electric Power Co. 
0 Appalachian Power Co, 
o Ohio Power Co. 
o Columbus Soulhern Power Co. 

Rat%ng Ratioxude 
Q 

Q 

Fitch affirmed the ratings for Kentucky Power Co. (KPC) on August 20, 2009. 
The ratings for MPC take into consideration the  company’s stable utility operations, 
relativeIy constructive regulatory environment and affiliation with parent American 
Electric Power Co., (AEP, lDR ‘BBB’, Stabte). White the utility benefits from 
participation in the AEQ power pool and AEQ money poot given AEP’s highly 
centralized electric and treasury operations, any deterioration in the  credit quality 
of the  parent company could impair the ratings of KPC. Favorabty KPC has no debt 
maturities until 201 5, a solid liquidity position, declining capitat expenditures 
through 201 1 , as welt as a cost control program in ptace. 

o KPC’s credit metrics are  currently below average for its current rating category, 
with recent financial performance negative8y impacted by higher levels of fuel and 
purchased power expense. Additionatly, cash flows have been impacted by pension 
contributions in 2008. Further contributions to  the pension plan a re  forecasted in 
2010 and 2011, which will continue to place pressure on cash from operations. 
Rtch forecasts KPC to  continue to have weakened credit projection measures until 
the  company is abIe to  receive rate relief. MPC plans to  fi‘ile for base rate increases 
in 2010 and 201 ‘I; with the first round of rate increases to  be in effect by year-end 
201 0. 

a The p rhmty  rating concerns facias KPC relate to its exposure to a struggling [oca[ 
economy, particutarly the industrial sector which comprises 36% of retail revenues , 
as welI as stricter environmental legislation, in particular because the company’s 
generation is a single 4,060 megawatt coal-fired unit. Fitch expects adequate 
recovery of additional environmentat costs through t h e  company’s environmental 
cost compliance (ECC) surcharge, but there c ~ u l d  be a recovery lag. 
The Stabie Outlook for KPC takes into consideration !=itch’s expectation that the 
company will improve credit metr-ics following rate relief, and obtain reasonable 
outcomes ea future rate cases and recovery environrnental cornpiliance costs 
through regulatory mechanisms in Kentucky. Iw addition, Fitch assumes on-going 
parent company support. 

o 

Key Raking Drivexns 
o Stable utility operations. 
o Retat.ive1y balanced regutatory environment. 
o Affiliation with parent, AEQ. 
0 Below average credit metrics. 
Q Ekposure to struggling local economy. 
0 Planned rate case activit.y in  201 0 and 201 I. 

Reeenl Elvexm 
Earlier this year, AEP announced it had reduced its 2009 capital budget to $2.6 billion 
from $3.3 billion and its 2010 capital budget to $1.8 billion from $3.4 billion to manage 
through the economic. downturn. The reductions i n  capital spending for 2009 and 2010 

mailto:Sharon.hoilclli@fitchratings.com
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I 
are spread across AEP’s utility operating companies in generation, transmission and 
distribution. Discretionary projects are heing deferred until the economic climate 
warrants the additional investment. I<PC’s capital spending budget for 2009-201 1 has 
been reduced to $167 million from $334 million from the prior forecast by deferring 
environmental emissions projects. Funding for the company’s capex program i s  expected 
to  come from internally generated cash flows. 

Additionatly, AEP executed a common equity offering to shore up the capital structure, 
which resulted in net proceeds of $1.69 billion. The parent company used $1.44 billion to 
repay outstanding baiances on its credit facilities; the remainder o f  the equity proceeds 
will be used to repay parent and other affiliate operating company debt. With the pay 
down of the credit facilities, the operating companies, including KPC, have significant 
borrowing capacity. 

MPC experienced severe storms in i t s  service territory in January, February, and May of 
this year, which caused significant damage to  the company’s electricat facilities. KPC 
incurred approximatety $4 4 miilion in storm costs, and expects to file for related recovery 
during the third quarter of 2009. 

~~~~~~~ and Debt $wasernre 
Debt %rUC8;Ure (as of June 30, 2009) $ million 
komg-term Debt (inc. current portion) $549 

Total Qebt $555 54.5% 
Common Equity $430 43.7% 
’Totat Capitalization $985 100.0% 

Short-term Debt $4 

KPC has no debt maturities over the next five years, wit,h the next scheduled maturity of 
$20 million due in 201 5. 

KPC has access to short-term borrowings through a cash pool managed by AEP, whereby 
entities with excess short-term tiquidity lend to affiliates with cash needs. External 
financing needs of t,his pool are sourced directly by the parent, AEP. AEP has $3 billion i r i  
committed bank credit facilities in ptace; $1.5 billion that expires i n  March 201 1 and $4.5 
billion that expires in April 2012. The revolving cg-edit agreements contain a covenant 
that requires AEP to maintain a debt to  total capitalization at  or below 67.5%. 

AEP Liquidity Position (as of June 30, 2009, $mil.) 

Revolving Credit Facitity 1,500 March 201 1 
Revolving Credit FaciMy 1,454 April 2012 
Revolving Credit Facility 627 April 20’1 1 
Total 3,581 
Ptus: AEP Cash on Hand 
less: 
Draw on Credit facilities (219)* 
Commercial Paper Outstanding (31 6) 

Total AvailabIe Liquidity $2,919 

Amount Maturity 

358 

Letters of Credit issued (485) 

“repaid in 07/2.009 

Money Pool Activity for YTD 2009 
Max. borrowings Avg. borrowings Borrowings as of 06/30/09 Authorized Limit 
$174.1 million $143.7 million $6.05 million $250 mitiion 

- _. 
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Kentiicky Power Company 

Revenue 
Retail Revenue 
Wholesale 
Sales lo Affiliates 
Other Operating Revenue 

Totat Revenue 

Cost of Sales 
Total Cost of Sates 
Gross Margin 

OQEMTIMG EXPENSES 
Operations 81 Maintenance 
(Gain)/Loss on Sale of Property 
Taxes Other Than Income 
TOTAL OPERATING EXPENSES 
Operating MarginlEBITDA 

Depreciation & Amortization 
Other Income / (Deductions) 
EBiT 

Tolal Interest Expense 
Total Income Taxes 

NET INCOME 
Deductions from Net lncome * 
BALANCE FOR COMMON 

KenrucKy vower 
lncome Statement 
2009 - 209.1 Forecast 

($000) 
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Forecast 
Year Year Year 
2009 2010 201 1 

492,962 513,632 592,713 
75,134 101,915 100,103 
63,021 66,368 63,814 
17,239 16.440 16,826- 

648,356 690,355 773.456 

425,823 468,569 497,948 _-- 
222,533 229,786 275,507 

86,199 101,997 108,627 

11,405 12,074 12.41 5 
97,604 114,071 12 1,042 - 

124,929 115,716 154,465 

51,760 54,343 55,447 

73,855 61,965 99,933 
914 

____I 687 593 __- 
33,080 36,559 36,200 
I 1,625 9,093 24,388 

29,150 16,313 39,34i- 

29,150 16,313 39,344 

* Preferred Dividends 

For Plondm Purwscs only 
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Cash Flow Stateinent 
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Forecast -- 
Year Year Year 

(in thotisands) 2009 201 0 20t1 

i<entucky Power Company 
OPERATING ACTIVITIES 
Balance For Common 
(Income) Loss from Disconiinued Operations 
Extraordinary items, Net 
Net Income from Continuing Operations 

ADJUSTMENTS TO NET INCOME 
Depreciafion & Amortization 
Deferred Income ‘Taxes 
(Gairr) I Loss on Sale of Assets 
Fuei OverNnder Recovery 
Pension Funding in Excess of Expense 
Change in Other Non-Current Assets and Liabilities 
Olher 

Cash Flow before Changes in Working Capital 

CHANGES IN WORKING CAPITAL 

CASH FROM OPERATIONS 

INVESTING ACTIVITIES 
Construction Expenditures 
Proceeds From Sale of Assets 
Other Investments 

Cash used in investing 

29,150 16,313 39,344 
0 0 0 
0 0 0 

29,150 16.313 39,344 

51,760 54,343 55.417 
20,553 (4,084) (4,568) 

0 0 0 
0 0 0 
0 (6,079) (3,300) 

(I ,I 87) (I ,060) (7,0831 
89,748 46,698 79.908 

(10,528) (1 1,935) (5.853) 

(29,276) 9.217 536’. 
--. 

60,472 55,945 80,444 

(62,608) (45,770) (57,989) 
0 0 0 

0 0 0 . _ . - - ~ I _  

(62,608) (45,770) (57.909) 

FINANCING ACYLVITIES 
Common Stock Issued 
Hybrid Equity issued 
Long Term Debt Issued 
Preferred Stoclc Redeemed 
Long Term Debt Redeemed 
ShortTerm Debt Change, Net 
Common Divldends 
Preferred Dividends 
Capital Lease ProceeddLease Principal Payments 

0 (0) 0 Other Financing Activitles -- 
Cash from financing 1,490 (10,175) (22,455) 

30,000 
0 

129,350 
0 
0 

(1 30,860) 
(27,000) 

0 
0 

10,000 
0 
0 
0 
0 

5,825 
(26,000) 

0 
0 

0 
0 
0 
0 
0 

4,545 
(27,000) 

0 
0 

-- -- 
Total Change in Cash (646) 0 0 
Beginning Cash Balance 646 (0)  (0) 

Ending Cash Balance (0) (0) (0) 



(in thorasands) 

KeDtucky Power Company 

Plant, Property and Equipment 
Construction Work in Process 
Depreciation Reserve 
Net Plant and Equipment 

Other Assets 
Total Assets 

Common Equity 
Preferred Stock 
Hybrid Equity 
tong Term Debt 
Total Capital 

CIIRRENT LiABlLDTlEs 
Short Term Debt 
LTD Current 
Other Current Liabilities 
Total Current Liabilities 

Deferred Liabilities 
Total Capital h Liabilities 

nenruclcy Power 
Balance Sheet 

2009 - 202 1 Forecast 
($ooo) 

raw case NO. 2 0 0 9 - O O . ~  

Ihted F c b l l i a ~ y  12,2010 
AG 1st Set of Data Iicqucsts 

Itcm No. 51 -Public 
Page 22 of 79 

-.-_ Forecast 
Year Year Year 

2009 2010 201 1 

-- 

1,657,589 1,684,118 
21,758 23,256 31,512 

(51 4,540) (547,002) (578,085) 
'I , I  33,843 1,137,546 I ,  't41,643 

1,634,425 

334,438 345,130 I 346,561 
1,484,307 

-- 
I ,476,081 1,478,972 

430,159 430,472 442,816 

548,722 54a,aa9 , 549 I 055 
978,881 979,360 991,872 

539 6,363 10,908 

114,373 123,349.. 123,602 
114,912 $29,712 13451 7 

_I_. 

382,288 369,900-_ 357,719 
1,476,081 9,478,972 1,484,107 

~ a r  Plallnihg Purposcr; only 



(in thousands) 

Kentucky PolPJW Company 

CAPtTALlZATlORl 
Long Tenii Debt 
Add: Operating Leases 
Add: AIR Factored 
Add: llnfunded Pension Liability 
Add: Capital Leases 
Less: Securitized Debt 
Less: Spent Nuclear Fuel 
Less: Equity Portion of Hybrid Equity 
Less: Defeasance 
Total Long Term Debt 
Short Term Debt 

Tola1 Debt 
Preferred Stock 
Equity Portion of Hybrid Equity 
Common Equity 
Total Capilal Incl. ST Debt 

r\eirrubr.y r UWW 

Financial Ratios 
20013 - 201q Forecast 

KI'SC Case NO. 2009-00459 
AG 1st Set of Data IZequests 
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Page 23 of 79 

Dated Fcbru:1ry 12,2010 

Capitalization Ratios 
Short-term Debt 
Long-term Debt 
Preferred Stock 
Common Equity 

CREDlT RATIOS 
(As Adjusted fog Leases) 

Total Interest f3p.  Additions 
Capitalized Interest (AFIJDC Debt) 
Texas CTC Refund Addback 
Securitization interest 
Securitization Arnortizalion 
Lease Payments 
Total Debt Additions 

Funds from Operations Int. Cov. 
FFOFalaI Debt 
'Total Debtrrotaf Capilal 

.-- Forecast 
Year Year Year 
2009 2010 207 1 

518,722 518,889 549,055 

23,809 13,489 6,561 
1,822 1,822 1,822 

574,353 564,200 557,439 
539 .- 6,363 10,908 

574,891 570,563 568,346 

430,159 ,_- 430,472 442.8 16 
1,005,050 1,001,035 1,011,163 

0.1% 0.6% 1.1% 
56.0% 55.7% 54 8% 

43 9% 43.7% 44.2% 

407 412 

25,631 15,31 1 

3.7 2.4 
15.5% 9 3% 

57.2% 57.0% 

733 

8.303 

3.2 
14.5% 

56 2% 
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Global Credit ~~~~~~~~~~ 

Credit &pinion 
1 FEB 2008 

Wati 

Category 
Ouiloolc 
Issuer Rating 
Senior Unsecured 
Parent: American Electric Power C Q U R ~ ~ P ~ Y ,  
h C .  
Outloolc 
Sr Unsec Bank Credit Facility 
Senior Unsecured 
Jr Subordinate Sheli 
Commercial Paper 

Moody's 
Rating 
Stable 
Baa2 
Baa2 

Stable 
Baa2 
Baa2 

fP)Baa3 
P-2 

B: o n t a c t 

Analyst 
James Hempstead/New York 
William I_. HesdNew York 

Phone 
212.553.431 8 
212.553.3837 

(CFO Pre-W/C + Interest) / Interest Expense 
(CFO Pre-W/C) I Debt 
(CFO Pie-W/C - Dividends) i Debt 
(CFO Pre-W/C - Dividends) / Capex 
Debt I Book Capitalization 
EBITA Margin % 

LTNl9/30/07 2006 2005 2004 
3.8x 3.8x 3.41: 3.8a 
13% 37% 44% 16% 
40% 14% 14% 12% 

106% 87% 128% 181% 
52% 46% 419% 51% 
13% P4% 92% 95% 

[I] All ratios calculated in accordance with the Global Regulated Electric Utilities Rating Methodology using 
ibloody's standard adjustments. 

Note: For definitions oPMoody's most common raiio ferms please see the accompanying User's Guide. 

Opinion 

Company Profile 

Kentucky Power Company (KYPCo, Baa2 senior unsecured) is a vertically integrated electric utility company 
serving approximately 176,000 retail customers in Kentucky. KYPCo is a wholly owned subsidiary of American 
Electric Power Company (AEP, Baa2 senior unsecured). KYPCo's approximately $0.9 billion rate base is under the 
jurisdiction of the Kentucky Public Service Commission (KY PSC). tiYPCo owns approximately 1 GW of generating 
capacity. 

For the twelve months ended September 2007, KYPCo reported approximately $600 million in revenue and $l.5 
billion in assets. 
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On January 30, 2008, Moody's changed the raiing outlook on four of AEP's subsidlary operating utility companies 
io negative from stable. The utility subsidiaries include: Appalachian Power Company (APCo, Baa2 senior 
unsecured), Ohio Power Company (OPCo, A3 senior unsecured), Southwestern Electric Power Company 
(SWEPCO, Baal senior unsecured) and AEP Texas Central (AEP TCC, Baa2 senior unsecured). The negative 
rating outlooks primarily reflect the relatively weak, or weakening, financial profile for those entities relative to their 
current rating categories in the presence of a rising business and operating risk environment. In our opinion, unless 
the key financial credit metrics associated with these entities improves, ratings downgrades may materialize over 
the intermediate term horizon (12 to 18 months). 

Rating Rationale 

KPCo's Baa2 issuer rating primarily reflects the company's rate-regulated, vertically integrated electric utility 
operations, its reasonably constructive relationship with the KPSC and stable financial profile. Our assessment of 
KPCo's rating drivers is described more fully in our rating methodology for Global Regulated Electric lltilities, 
published in March 2005. 

The most important drivers of KPCo's rating and outlook are as follows: 

MAINTAIN A STABLE FINANCIAL PROFILE 

As a verfically integrated rate-regulated electric utility company, Moody's views I<PCo's relatively stable and 
predictable earnings and cash flows as a credit positive. KPCo generates approximately $600 million in revenues 
(roughly 3% of AEP's consolidated regulated revenues and 2% of AEP's consolidated total revenues). The utility 
has roughly $1 5 billion in assets, a $0.9 billion rate base, $500 million in debt and an authorized return on equity 
of 10.50%. Over the past five years, KPCo generated, on average, approximately $85 million of annual cash from 
operations (CFO); which is a bit higher than the annual average for the past three years OF approximately $78 
million but is more in-line with the roughly $83 million reported for the latest twelve months ended September 2007. 
From a credit perspective, Moody's views KPCo's over-all financial profile as consistent with its Baa2-rating 
category. 

CONSTRUCTIVE REGULATORY ENVIRONMENT 

KPCo is primarily regulated by the Kentucky Public Service Commission (ItYPSC) which is an appointed 
commission comprised of three commissioners. KPCo has a rate base of approximately $0.9 billion and an 
authorized return on equity of 10.5%, which was established in March 2006. KYPCo's next rate case could be filed 
in 2008. with a year end 2007 test year. KYPCo currently has a monthly fuel clause tracker (a credit positive), and 
environmental surcharge rider, among other recovery mechanisms (Le-, demand side management and system 
sales riders). 

U R G E  CAPITAL EXPEMDlTliRE PROGRAM COULD PRESSlJRE RATiNGS 

KPCo's aimulalive long-term capital investment program is large, almost doubling its existing rafe base. While we 
generally view investments in rate base positively, we would be concerned if KPCo's spending plans resulted in a 
consistent negative free cash Row position that was primarily funded with debt. Should this situation materialize, 
XPCo's financial profile could become stressed given its Baa2-rating category. We acknowledge that a sizeable 
poriion of the spending plan is associated with environmental expenditures, new generation, transmission and 
dislribution investments. 

KEY FINANCIAL CREDIT IWEJRICS VERSUS PEERS 

KPCo's key financial credit metrics have been reasonably steady given its rating category; however, Moody's notes 
that KPCo's cash flow to debt ratios exhibited some weakness in 2006 and for the latest twelve months ended 
September 2007. Over the past few years, KYPCo's ratio of cash From operations pre working capital adjustments 
(CFO pre-W/C) to debt has declined from a high of approximately 20% in 2003 to 17% and 13% in 2006 and for 
the latest twelve months ended September 2007, respectively. These cash flow related metrics need to improve 
from their current levels, which are weak for the rating category and in relation to Its peers. The peers For KYPCo 
include: Consumers Energy (Baa2 senior unsecured), fluke Energy Indiana (Baal senior unsecured}, Duke 
Energy Kentucky (Baal senior unsecured), Indianapolis Power & Light (Baa2 senior unsecured), Kentucky lltilities 
(A2 senior unsecured), Louisville Gas & Electric (A2 senior unsecured) and Virginia Electric and Power (Baal 
senior unsecured). Within Kentucky, KPCo is noticeably weaker than Kentucky 1Jtilities and Louisville Gas & 
Electric, which produced an average CFO pre w/c to debt ratio of approximately 25% over the past five years 
versus KPCo's 15%. From a credit perspective, Moody's believes that KPCo does not enjoy the same level of 
financial metric cushion that many of its Baa2-rated, regional and state peers enjoy, at its rating category. As a 
result, KPCo will need to carefully manage its spending plans and the financing associated with those spending 
plans io order to avoid potential rating pressure. 

Liqrt id Zty 
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[(PCo participates in the AEP Utility Money Pool, which provides access to the parent company's liquidifyh&&f%W - Public 
N o  separate credit facilities that total $3.0 billion. Both are $1.5 billion five year credit facilities - one expiresgjki26 of 79 
March 201 1 and the other expires in April 2012. These facilities contain an adjusted debt to capitalization limit of 
67.5%. There is a $300 million letter of credit capacity on each facility ($600 million in total), a $500 million 
accordion feature for each facility (for a total accordion of $1.0 billion) and a one-year extension option. There are 
no material adverse change restrictions on drawings, no litigation representation provision at the time of borrowing 
and a definition adjustment to exclude one of AEP's subsidiaries, AEP Texas Central, as a "significant subsidiary" 
to prevent cross-acceleration in the event of a default. 

AEP's credit facilities have approximately $660 million drawn in cominercial paper and roughly $65 million of LC's 
posted, leaving approximately $2.4 billion of capacity available. Over the latest twelve months ended September 
2007, KPCo generated $83 million of cash from operations, invested $65 million in capital expenditures and made 
a $26 million upstream dividend payment to AEP, resulting in approximately $3 million of free cash Row. KPCo has 
a $30 million scheduled debt mafurify in November 2008. 

Rating 5utlnok 

The stable rating outlook for KPCo is primarily based on our expectation that the company will continue to maintain 
a reasonably constructive relationship with the KYPSC, be successful in meeting its infrastructure spending plans 
and attaining reasonably good recovery on a timely basis and maintain key financial credit metrics that justify the 
rating. 

What Could Change the Rating -Up 

Rating upgrades appear unlikely over the near to intermediate term horizon, primarily due to our expectation that 
KYCo's financial profile will not be in a position to exhibit the improvements necessary to justify a Baal-rating 
category. This is partly due to our understanding of KYCQ'S longer term capital investment and financing plans. 
However, W C o  could be considered for a ratings upgrade if it were to achieve key financial credit metrics, 
including a ratio of CFO pre wfc plus interest divided by interest of approximately 5x and CFO pre w/c to debt of 
approximately 20% on a sustainable basis. 

What Caralcil Change the Rating - Down 

Ratings could be downgraded due to contagion risks associated with its parent company, AEP. Separately, ratings 
could be downgraded i f  the regulatory environment took a more adversarial tone, or if ihe key financial credit 
metrics began to exhibit a prolonged deterioration. These metrics would include a ratio of CFO pre wlc OF closer to 
3 . 0 ~  or CFO pre wlc to debt closer fo the low-teens. 

Kentucky Rower Company 

Select Key Ratios For Global Regulated Electric 
Utilities 

CFO pre-WlC to Interest (x)  [I] >6 25 3.5-6.0 3.0- 2.7-5.0 2-4.0 <2.5 
5.7 

CFO pre-W/C to Debt (%) [I] >30 >22 22-30 12-22 13-25 5-13 < I3  
CFO pre-W/C - Dividends to Debt (%) [I] >25 >20 13-25 9-20 8-20 3-10 < I O  <3 

<40 6 0  40-60 50-75 50-70 60-75 >60 270 
-I 

to Book Capitalization (%) . . ~  

[I] CFO pre-W/C, which is also referred to as FFO in the Global Regulated Electric Utilities Rating Methodology, is 
equal to net cash Row from operations less net changes in working capital items 

.. _ _  ....... .... ., .~ ..__.^_____..__.,i.di _.. " - " ~  ._.___.i_.. ..... < . ~  

0 Copyright 2008, Moody's Investors Service, Inc. andlor its licensors including Moody's Assurance Company,'-i%: 
(together, "MOODY'S'). All rights reserved. 
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compietensss, ~mmliantability 0 1  f/tness for any pal kicdar purpose of any s ~ i c h  infarmation. ljndsr ns ciicutnstances shsll 



rwsc c:lsc N ~ .  2009-00459 
AG 1st Set of Data Rcqucsts 
Dated FCbl oavy 12,2010 

Mc)uC)Y'S hrwe any iiabiiity to any person or entity ?or (a) zny iois or dzniage in whole or in part caused by, iesulting fe@ia,wG" 51 - public 
relating to, cjtly el ror (negligent or otherwise) or o t l w  circumstance or contingency withiii or outside the coritrol of ~ I ( ~ $ @ ~ ' ! & L I ~ ~  79 
any of its directors, officers, en~ployees or  agents in connectio:i :4:h the piccuremen:, collectiat, con?pilation, analysis, e 

jnterpretation, coinmu;iicatioi>, publication or delivei y of any such infomiation, or (b) any direct, iiidiiect, special, cOi,seqtiencial, 
compensatory 01' incidental damages whalsoever (including without iimltation, lost profits), c w n  li t.?OODY'S is advised in 
advance of the possibility ofsiich damages, resulting from t i e  use of ot illability lo use, any such iiifcrn%?tion. The credit: ratings 
and financial reportirig analysis observations, IF any, constituting part wF t l ~ e  information contained iierein are: and must be 
construecl solely as, statemeilts of opinion and not statentents of fact or reconiniandations to purchass, ssli or Iiotd w y  
sccurities. NO WARRANTY, EXPRESS OR IMPLIED, AS !.a 'r1-E AC.CURACY, TIMELINESSI COP;IPLETENESS, IVERCHANTABILITY OR 
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SilCH RATING OR OTHER OPINION OR INFORHATION IS GIVEN OR t.1ADE BY 
EilOOUY'S IN ANY FORM OR I;?ANNER WiiATSOEVER. Each rating or othsr opinion must bo wcighed so!iily as one factor in any 
investlnegt decision made by or on behalf of any user of the information coii?ained herein, and each SLich Lisei niust accordingly 
make its own study and evaluation of each security and of each issuer and guarantol of, ail6 each pi'flVideI' of aed i t  suppoi t for, 
each secuiity that it may consider purcl?asing, holding or selling. 

MOODY'S hereby disc!oses that most issi~c?~ s of debt securities (includina corporate and municipal bonds, deiientures, nohs  aiid 
conirtieriial paper) and preFerr"ed s b c k  rated by PIOODY'5 have, prior to  assigninenf of any rating, agieed ro pay to MOODY'S for 
appraisal and rattng sei-vices rendered by i t  fees ranging Froin $ ~ , S O O  to approxiinately $2,400,000. ~ o a d y ' s  Corporation (MCO) 
and its wholly-ovrned credit rating agency subsidiary, Moody's Investors Setvice {t*lIS), also inaintain (cl!cies alid procedures to 
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 ann^ Prafilfe 
Kentucky Power Conipaizy (ICfPCo, Baa2 senior unsecured) is a vertically inlegated 
electric utility company sewing approxinnateIy 1‘76 retail customers in Kentucky. 
KYPCo is a wholly owned subsidiary of American Electric Power Company (AEP, Baa2 
senior unsecured). KYPCo’s approximately $0.9 billion rate base is under the 
jurisdiction of the Kentucky Public Service Corii~nission (KY PSC). K.YPCo owns 
ayyroxitnately 1 GW of generating capacity. 

For the twelve months ended September 2007, KYbCo reported approxitnateIy $600 
tniIlion in revenue and $1.5 billion is assets. 

B @ C ~ J U I ~  DeV@$QPll?X%t~S 
On January 30, 2008, Moody’s changed the rating outIook on four of AEP’s stabsidiiuy 
opeiadng utility companies to negative fiom stable. The utility subsidiaries include: 
Appalachian Power Company (APCo, Baa2 senior unsecured), Ohio Power Company 
(OPCo, A3 senior uiasecured), Southwestern Electric Power Cornpany (SWEPCO, Baal 
senior unsecured) and AEP Texas Central (AEP TCC, Baa2 senior unsecured). Tlie 
negative ratkg outlooks pdinady re8 ect the relatively weak, or weakening, fiflancial 
profile for thase entities relative to their current rating categories in the presence of a 
rising business and operating n-isk exaviroiment. Hn our opinion, unless the key financial 
credit metaics associated with these entities improves, ratings downgrades may 
materialize over the intermediate teim horizon (I  2 to I8 months). 

X<PCo’s Baa2 issuer rating primarily reff ects the company’s sate-regulated, vertically 
integrated electric utility operations, its reasonably constructive relationship with the 
KPSC and stable hiancial profifile. Our assessment o f  KPCo’s rating drivers is described 
more firlly in our rating methodology for Global Regulated Eledi-ic Utilities, published in 
March 2005. 

The most important dsTivers oEfSPCo’s rating and outlook are as folIows: 

MANrAIIP\T A STABLE FINANCIAL PROFILE 

As a vertically integatcd rate-regulated electkc utiiity company, Moody’s views KPCO’S 
relatively stable and predictable eamings and cash Bows as a credit positive. XWCo 
geiierates approximately $600 million in reveiiues (roughly 3% of AEP’s consolidated 
regulated rcvenues aid 2% of AEP’s consolidated total revemes). The utility bas 
muglily $ l  .5 billion in assets, a $0.9 biIIioii rate base, $500 million in debt aid an 
authorized return on equity of 10.50%. Over the past five years, KPCo generated, 4911 
average, approxirnately $85 million o f  amnia1 cash fi.oin opesatioiis (CFO); which has 
innproved compared to the annual average for the past thee years of approximately $73 
millioia and is in-line with die roughIy $83 million reported for the latest twelve inonttis 
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ended September 2007. From a credit perspective, Moody’s views 1QCo’s over-all 
financial profile as consistent with its Baa2-rating categoiy. 

CONSTRUCTIVE R EQTJLATORY ENVIRONMENT 

IQCo is primarily regulated by the Kentucky Public Service Conninission (KUPSC) 
which is an appointed commission comprised of thee  commissioners, KPCo has a rate 
base of approximately $0.9 billion and an authorized return 011 equity of lo.%, which 
was established in March 2006. KYPCo’s next rate case could be filed in 2008, with a 
year end 2007 test year. KYPCo currently has a monthly firel clause tracker (a credit 
positive), and environmental surcharge rider, ainong other recovery inecliailisms (Le., 
demand side managenient and system sales riders). 

LARGE CAPITAL EXPENDITURE PWBGRM COULD PRESSURE RATINGS 

KPCO’S cumulative long-term capital investment progana is large, almost doubling its 
existing rate base. ‘While we geiierally view investments in rate base positively, we 
would be co9tcerned if KPCo’s spending plans resulted ir-r a consistent negative free cash 
flow position that was primarily funded with debt. Should this situation matei-iallize, 
IQCo’s financial profile could become stressed given its Baa2-sating categorcy. We 
acknowledge that a sizeable portion ofthe spending plan is associated with 
environmental expenditures, new generation and transrnissioll atid distribution 
invest inents. 

KEY FINANCIAL CREDIT METNCS VERSUS PEERS 

WCo7s key fiaiaaacial credit metrics has been reasonably steady given its rating category. 
However, Moody’s notes that 1C;bCo’s cash flow to debt ratios exhibited some weduiess 
in 2006 and for the latest twelve montlis cnded September 2007. Over the past few years, 
KWCo’s ratio of cash from operations pre working capital adjustments (CFO pre-WK) 
to debt has declined from a high of approximately 20% in 2003 to 17% and 13% in 2006 
and for the latest twelve months euded September 2007, respectively. These cash flow 
related inetrics need to improve 15rom their current levels, which are weak for the rating 
category and in relation to its peers. The peers for MYPCo inchide: Consumers Energy 
(Baa2 senior unsecured), Duke Energy Indiana (Baa 1 senior unsecured), Duke Energy 
Kentucky (Baal senior unsecured), Jndiatlapolis Power Llt Light (Baa2 senior unsecured), 
Ment-ncky Utilities (A2 senior unsecured), Louisville Gas Llt Electric (A2 senior 
unsecured) and Virginia Electric arid Power (Baal senior unsecured). Withina Kcntuclcy, 
IQCo is noticeably weaker than Kentucky Utilities and Louisville Gas 8t Elecfric, which 
produced an average CFO pre w/c to debt ratio of approximately 25% over the past five 
years versus IQCo’s 15%. From a credit perspective, Moody’s believes that KPCo does 
not enjoy the same level of financial metric cushion that many of i ts  Baa2-rated, regioiolial 
and state peers enjoy, at its rating category. As a result, PWCo will need to carefiilly 
manage its spending plans and the financing associated with those spending plans in 
order to avoid potential rating pressure. 



KPCo participates in the AEP Utility Money Pool, which provides access to the parent 
company’s liquidity. AEP Elas two separate credit facilities that total $3.0 billion. Both 
are $1 .S billion five year credit facilities - one expires in ~Warcli 201 1 aid the other 
expires in April 201 2. These facilities contain an adjusted debt to capitalization limit of 
67.5%. There is a $300 million letter of credit capacity on each facility ($600 inillion in 
total), a $500 million accordion feature for each facility (for a total accordion of $1.0 
billion) aid a one-year extension option. There are 110 m t e M  adverse change 
restiictions on drawings, no litigation representation provision at the time of borrowing 
and a definition adjustinenit to exclude o m  of AEP’s subsidixics, AEP Texas Ceiikal, as 
a “significant subsidiary” to prevent cross-acccleration in the event of a clefauk 

AEF’s credit facilities have approxiinately $660 million drawn in coimerciaf paper and 
roughly $65 million of EC’s posted, leaving approximately $2.4 billion of capacity 
available. Over the latest twelve iiiontkis ended September 2007, KPCo generated $83 
million of cash 60m open-ations, invested $6S niiIIion in capitd eirpendihares and made a 
$16 million upstream dividend payexit to AEP, resulting iaa. approxiiiiately $3 million of 
free cash flow. MPCo has a $30 million scheduled debt maturity in Noveinber 2008. 

The stable rating outlook for IQCo is primarily based on our exgectatioaa that the 
company will continue to maintain a reasonably consti-uctive relationship with the 
KVPSC, be successhl in meeting its infrastructure spending plans and attaining 
reasonably good recovery on a timely basis and maintain key financial credit rnetrics that 
justify the rating. 

Rating upgades appear udilcely over the near to isitemcdiate term horizon, primalily 
due to our expectation that KYCo’s financial profile will not be in a position to exhibit 
the improvements necessary to justiij a Baal-rating category. This is partly due to our 
understanding of IWCo’s longer term capital investment and financing plans. However, 
W C o  could be coiisidcred for a ratings upgrade if it were to achieve key financial credit 
metrics, including a ratio of CFO pre w/c plus interest divided by interest of 
approximately 5x1 and CFO pre w/c to debt of approxiiraately 2Q% on a sustaixxable basis, 

Ratings could be downgraded due to contagion risks associated with its parent coinpany, 
AEP. Separately, ratings could be downgraded if the regulatory enviroimetit took a more 
adversarial tone, or if the key financial credit metrics began to exhibit a prolonged 
deterioration. These metrics would iticlude a ratio of CFO pre w/c of closer to 3 . 0 ~  or 
CFO pre w/c to debt closer to the low-teen’s. 



AEG 
AEG 
AEP 
AEP 
AEP 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
APCO 
ATC 
ATC 
ATC 
ATC 
ATC 
ATC 
ATC 
ATC 

c 

Y 

ATC 
ATC 
ATC 
ATC 
ATC 
AT(: 
ATC 
ATC 
ATN 
ATN 
ATN 
ATN 
ATN 
CSP 
CSP 
CSP 
CSP 
CSP 
CSP 
CSP 
CSP 
CSP 
IM 
IM 
IM 
I h4 
IM 
IM 
IM 
IM 
I M 
IM 
I hi 
IM 

I M 
KP 
IKP 

pCL3 CilyolRockport, Series 1995 0 
SR Private Placemcnl Senior Notes 
SR Senior No!e, Series C 
SR Senior Note, Series D 
JR Junior Subordinated Debenlures 
pCa Pufnam Counly, Series E 
PCB Russell County. Series J 
PCQ Pulnarn County, Series F 
PCB Russell County. Series 1-1 
PCB Mason County, Series L 
pCB Mason County, Series IC 
pCo West Virginia Economic Dev Aulhorily, Series 2OOOB 
PCB WedVirginia Economic Dev. Aulilorily, Series 2008A 
pS Preferred Sloclc 
SR Senior Nob, Serics J 
SR Senior Note, Series I( 
SR Senior Nole, Series C 
SR Senior Note, Series I 
SR Senior Nolo. Serics 1-1 
SR Senior Note. Series L 
SR Senior Nolo, Series h4 
SR Senior Note, Series N 
SR Senior Nolo, Series 0 
SR Seriior Nole, Series P 
SR Senior Nole, SerlCS Q 
PCB GuadalupcBlanco River Aulhorily PCRB, Serios 2000 
pco Red River Auhorily ofTexas PCRB (CPL. PSO, W U )  
PCB Matagorda PCB Sories 2001A 
PCB Mahgorda Cnly Navigation Disl.31 PCRB. Series 20011 
pCB Malagorda Cnly Navigrilion Dislricl#l. Series 1996 
PCB Pdalagorda Cnly Navigation DisIricl#f, Series 2005A 
PCB Malagorda Cnly Navigation Districllll, Series 2005B 
P s  100,000 Shares @ $100 Par 
p s  75,000 Shares @$lo0 Par 
RRB Securilizallon Bonds, Class A-3 
RRB Securitizalion Bonds, Class A 4  
RRB Securitizatton Bonds, Class A-5 
RRB Securilization Bends. Class 2006A-1 
RRB Securilization Bonds, Class 2OOGA-2 
RRD Securilization Bonds, Ckss 2006A--3 
RRB Securitization Bonds, Class 2006A4 
RRO Securilization Bonds, Class 2006A-5 
SR Senior Elole, Series C 
PCB Red River AuUiorityof Texas PCRU (CPL, PSO, WTU) 
Ps 60,000 Shares @ $100 Par 
SR Senior Note. Series A 
SR Senior Note, Series 2OOOA 
SR Senior Nab, Serbs 2008B 
PCB Slab oFOhio. Alr Quality Bonds 
PCB Slale of DliIo, Air Quality Bonds, Series 2005 
PCB Stale of Oliio. Air Quality Bonds, Series 2007A 
PCB Slale of Ohio. Air Qualily Bonds, Series 20078 
SR Medium Term Notes duo2010 
SR Senior Note, Series A 
SR Senior Nole, Series B 
SR Senior Nole, Serios F 
SR Senior Nolo. Series G 
PCB Lewenceburg. Seris I 
PCB Rockport. Series D 
PCB Rockporl, Series 2002 A 
PCo Lawrenceburg. S C ~ E S  FI 
PCB Rockport, Series 1995 B 
PCB Rockport. Series 2006 A 
PS Preferred Slock 
Ps  Preferred Sock 
P s  Prckrred Slock 
SR Senior Nolo, Series H 
SR Senior Note, SeriesA 
SR Senior Note, Series E 
SR Senior Nolo, Series F 
SR Senior Note, Series D 
SR Seinor Note, Series G 
SR 
SR Senior Note, Series W 

Medium Term Notes. Series A 

4.150% 
G 330% 
5 375% 
5 250% 
0 750% 
4 050% 
Floating 
4 550% 
5 000% 
5 500% 
6 050% 
Floaling 
Floalrng 
4 500% 
4 400% 
5 000% 
6 BOO% 
4 950% 
5 950% 
5 800% 
5 550% 
6 375% 
5 650% 
6 700% 
7 000% 
5 625% 
4.450% 
3 420% 
5 125% 
5 200% 
4 400% 
4 550% 
4 000% 
4 200% 
5 560% 
5 960% 
6 250% 
4 9EO% 
4 900% 
5 090% 
5 170% 
5 306% 
G 650% 
4 450% 
4 400% 
5 500% 
5 890% 
G 760% 
Floabng 
Floating 
4 050% 
5 100% 
4 400% 
5 500% 
6 600% 
5 650% 
6 050% 
Floabng 
5 250% 
4 625% 
Floating 
Floabng 
Floabng 
4125% 
4 120% 
4 560% 
G 050% 
6 450% 
6 375% 
5 050% 
6 000% 
5 650% 
6 450% 
5 625% 
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A 

On Reset Dale FGlC 
5/1/2013 AMBAC 

MBlA 

AMOAC 
On Rase1 Dale 

MBIA 

MBIA 
AMBAC 
AMBAC 

On Resot Dale FGlC 
On Reset Dale AMBAG 

05/01/2013 MBLA 

On Rescf Dale 

-6043506.XlS 

07/01/2025 
09/30/2037 
0311 5/20 10 
06/0lflO15 
03/01/2063 
05/01/2019 
11/01/2021 

11/01/2021 
10101 12022 
1210212024 
07JO 1 /2038 
02/01/2036 

NA 
06/01/2010 
06/01/20 17 
05/01/2009 
0210 lflOl5 
05/15/2033 
10/01/2035 
04/01/2011 
04/01/2036 
00/15/2012 
08/15/2037 
04/01/2038 
11/01/2015 
06/01/2020 
11/01/2029 
06/01/2030 
05/01 0030 
05/01 no30 
05/01/2030 

Nh 
NA 

01/15/20 10 
07/15/20 13 
01/15/2016 
01/07/2010 
07/01/2013 
07/01/2015 
01/01/2018 
07/01/2020 
OZl5/2033 
06/01/7020 

NA 
03/01 I201 3 
04/01/2016 
03/01/2030 
12/01 2038 
12/01/2038 
08/01/2040 
11/0 112042 
1 2/0 1/20 10 

03/01/2033 
10/01/2035 
05/15/20 10 
10/01/2019 
04/01/2025 
06/01/2025 
11/01/2021 
06/01/2025 
06/01/2025 

NA 
NA 
NA 

03/15/2037 
11/IO/2OOE 
11/01/2012 
11/15/2014 
1 Z30/?.032 
12/01/2015 

05/0i/zoi9 

03tomoi3 

1 iiionooa 
12/01/2032 

l O f 4  

16 75 
29 00 

146  
6 67 

54 42 
10 59 
13 09 
10 59 
13 09 
I 4  00 
16 17 
27 34 
27 34 

NA 
1 6 7  
B 67 
0 59 
6 3.1 

24 63 
27 00 
2 50 

27 50 
3 68 

20 EO 
29 50 

7 09 
11.67 
21 09 
21 67 
21 59 
21 50 
21 59 

NA 
N h  

129 
4 79 
7 29 
I 25 
4 75  
6.75 
9 25 

11 75 
24 38 
17 67 

NA 
4 42 
9.50 

29 50 
30 17 
30 17 

34 09 
2 17 
4 42 

24 42 
27 00 
9.63 

1100 
1G 50 
1667 
13 09 
16 67 
18 67 

NA 
NA 
NA 

28 46 
0 11 
4 09 
6 13 

24 25 
7 17 
0 11 

24 17 

31 a4 

NCL '$75,000,000 

2/25/2010 9:OO PM 

MBlA 

FGlC 

AMBAC 
AMBAC 

AM5AC 
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OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
OPCO 
0 x 0  
OPCO 
PSO 
PSO 
PSO 
PSO 
os0 
0 

i o  
PSO 
PSO 
PSO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
SWEPCO 
WIND 
WIND 

,--.. 
SR Senior Nole. Series E 
NP JUG Intermediale Noles. 6 27% 
NP JMG lnlermediale Nates, 719% 
NP JMG Interrnediale Notes, 7 21% 
pCB WV Econornic Dov. Authorily, Series 2OOOB (Kammer) 
pCB \W Economic Dev Aulhorily, Series 200EC [Sporn) 
PCB Marshall County. West Virginia, Series F 
pCB Marshall Counly, West Virginia, Series E 
p c ~  JMG Air Qualily Revenue Bonds, 5 625% 
PCB JMG Air Quality Revenue Bonds. 5.525% 
pcB 5 15% Ohio Air Quality Revenue Bonds, 1999 Series C 
pCB JMG Air Quality Revenue Bonds 2005 A 
PCB JMG Air Clunlity Reveiiuc Bonds 2005 B 
PCB JMG Air Quality Revenue Bonds 2005 C 
PCB JMG Air Quality RevC?nUo mnds 2005 D 
pCB WV Economic Dev.. Aulhorily, Series 2008A (Mikchell) 
PCB West Virginla Economic Dev. Authority, Series 2007 A 
ps 4.08% Cumulative Preferred Stock 
PS 4.20% Curnulalive Pleferred Slock 
ps 4.40% Curnulalive Pteferred Slocl~ 
ps 4.50% Curnulalive Preferred Slack 
SR 6 24"b Unsecured Medium Term Noles Series A 
SR Senior Nole, Series F Due2115RO13 
SR Senlor Note, Series Ii Due 1/15/2014 
SR Senior Elole. Series G Due 2/15/2033 
SR Senior Note, Sorbs I Due 7115Q033 
SR Senbr No$. Series J DUD 11/1/2010 
SR Senior Nole, Series K Due G/I/ZO16 
SR Floating Rate Noles, Series B. Due 4/5/2010 
SR Senior Notes. Series L Due 9/1/2023 
PCB Oklahoma Developrnenl Finance Aulhority, Serias 2004 
PCD Red Rlver AuUlority of 'Texas PCRB (CPL. PSO. WIU) 
Ps 4.00096 Preferred 
pS 4.240% Preferred 
SR Senior Note. Series E 
SI7 Senior Nolo, Series D 
SR Senior Nole. Series C 
SR Senior Note. Series F 
SR Senior Note, Serias R 
SR Senior Nota, Series E 
NP 
NP Sabino Mines 
NP Sablne Mines 

PCB Sabine River AulhonfyofTexas, Series 2OOF 
PCB Parish of DeSoto, Series 2004 
PS 5.000% Preferced 
PS 4.650% Preferred 
PS 4.280% Pleferred 
S R  Senior Nole. Series C 
SR Senior Noto, Series D 
SR Senior Note, Series E 
SR Senior Nolo. Serins F 
SR Senior Nolo. Series E 
TPS Flerlble Trust Preferred Securities 
NP DeserlSky 
NP Trent Wind Farm 

Dofel Hills Lignite Company, LLC 

PCB Elus County, SOries 2004 

6 000% 
6 270% 
7 490% 
7.210% 
F I o a ti n g 

Floaling 
Floating 
Floating 
5.625% 
5 625% 
5.150% 
Floating 
Floating 
Floalin(l 
Floating 
Flaaling 
4 goo% 

4 080% 
4.200% 
4 400% 

4500% 

6 240% 
5 500% 
4 850% 
G.600X 
6375% 
5 300% 
6.000% 
Flaating 
5.750% 
Floaring 
4 450% 
4 0000% 
4.2100% 
4 700% 
4 700% 
4 850% 
6. 150% 
0.000% 
6.625% 
4.470% 
7.030% 
6.370% 
Floaling 
4.950% 
Floating 
5.000% 
4.650% 
4 280% 
5.375% 
4.900% 
5 550% 
5 875% 
6.4!Bnh 
5.250% 
6.350% 
6.130% 

09/15/2017 8.96 
03/31/2009 0 50 
04/15/2000 0.54 
OW15/2009 0.71 
a7/01/2014 5.75 On Reset Dele 
07/01/20 14 5.75 On Reset Dale 
04/01/2022 13.50 

On Reset Dale 05/07/2022 13.67 
101O1/2022 14.00 
01/01/2023 14.25 
05/01/2026 17.59 
01/01/2020 20.25 

19.76 On Reset Oat5 07/01/2028 
04/01/202a 19.50 On Reset Dale 
10/01/2028 20 00 On Reset Dale 
04/01/203G 27.50 On Reset Dale 

06/01/2037 28 G7 
NA NA 
NA NA 
NA NA 
NA NA 

12/04/2008 0 18 
02/15/2013 4 30 
01/15/20 14 5.29 
02115/2033 24 30 
07/16/2033 24.79 
11/01/2010 2 09 
06/01/2016 7.67 
04/05/70 10 1.51 
09/01/2013 4.92 
06/01/2014 5.67 
06/01/2020 11.67 

NA NA 
NA NA 

05/15/2011 2 63 
06/15/2009 0.71 
09/1 5R010 196 
08/01/201G 7.84 
12/31/2032 24 25 
11/15/2037 29.13 
04/23/2011 2 5G 
02/22/2012 3 39 
10/31/2024 16 08 
07/01 EO1 1 2.75 
03/01R01E 9.42 
01/01/2019 10 25 On Reset Dale 

NA NA 
NA NA 
NA NA 

0411 5/20 15 G.54 
07/01/20f6 6.75 
01/15/2017 8 29 
03/01/2010 9.42 
01/15/2019 10.29 
10/01/2043 35.00 Called on Remarketing Dalo 
08/31/2017 0 92 
?0/31/2011 3.08 

AMBAC 
AMBAC 
AMBAC 
AMBAC 
AMBAC 

FGIC 
FGlC 
FGIC 
FGIC 

AMBAC 

FGiC 
MBlA 

AMBAC 

x 
x 

AMBAC 
hWA 

AUBAC 

-1_- - - --____. 
Grand Totat 5.79% 14.57 $15,754,698,616 

20 f4  2/25/2010 9:00 PM 
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- ($ in millions) 
2008 2009 2010 201 1 2012 T a r  -___I_.- -.__ 

AEP Service Cop. $ 36 5 - $  - $  ’’ $ 
AEP, Inc. $ “ 5  - $  490 $ - $  
AEP Generating Company $ - $  - $  - 5  - $  

Cotumbus Southern Power $ 112 $ - $  150 $ - $  
I<entucky Power s 30 $ - $  - $  - $  
Indiana Michigan Power $ 50 $ 45 $ - $  - $  100 
Ohio Power Conipany $ 42 $ 100 $ 600 $ - 5  
Public Service of Oklahoma s * s  50 $ 150 $ 75 $ 
kxtthwestern Electric Power $ 2 s  - $  - $  56 $ 20 
Texas Central Company $ 48 $ - $  299 $ - $  
Texas North Company $ - $  - $  - $  - $  

Appalachian Power s 200 $ 150 $ 150 $ 250 $ 250 

381 $ 370 
_- _-- 

520 $ 345 $ -.- $ 
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-a - -- --- 
icomparHay Type . Description . -  interest iiiiii-e I _  AGOG; 

-3- 

12/15/2008 Amortizing $34,000,000 NP Mortgage Note, Series E 9.600% AEPSC 
APCO 

TCC 

TCC 

CSP 

CSP 

IM 

Kp 

OPCO 

OPCO 

SWEPCO 

APCO 
IWI 
QPCO 
OPCO 
OPCO 
PSO 

S R  

Fhl B 

RRB 

SR 

SR 

SR 
SR 

NP 

S R  

NP 

S R  
PCB 
NP 
NP 
NP 
S R  

Senior Note, Series G 3.600% 

First Mortgage Bond, Series GG (Defeased) 7.125% 

Securitization Bonds, Class A-2 5.010% 

Medium Term Notes due 2008 6.5 10% 

Medium Term Notes, Series B 6.550% 

Senlor Note, Series A 6.450% 

Medium Term Notes, Series A 6.450% 

JMG Intermediate Notes, &81% 6.820% 

6.24% Unsecured Medium Term Notes Series A 6.240% 
Sabine [Wines 3 810% 

Senior Note, Series C 
Sullivan, Series D 
JMG Intermediate Notes, 6.27% 
JMG Infermediate Notes, 7.49% 
JMG Intermediate Notes, 7.21% 
Senior Note, Series D 

6.600% 
Floating 

6.270% 
7.490% 
7.2 10% 
4.700% 

05) 15/2008 NCL $200,000,000 

02/01/2008 NCL $18,581,000 

01/15/2008 Amortizing $28,919,685 

02/01/2008 NCL $52,000,000 

NCL $60,000,000 06/26/2008 

11/10/2008 NCL $50,000,000 

11/10/2008 NCL $30,000,000 

03/31/2008 Amortizing $1,463,4 16 

12/04/2008 NCL $37,225,000 

’ $513,68$,ibT 
06/30/2008 Amortizing $l,soo,0oo 

NCL $150,000,000 
05/01/2009 On Reset Date $45.000,000 
03/31/2009 Amortizing $13,000,000 

04/15/2009 NCL $70,000,000 
06/15/2009 Amortizing $1 I,OOO,OOO 

NCL $50,000,000 06/15/2009 

$339,000,000 

05/01/2009 
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K.entucky Power 

Rating Drivers 

Constructive regulatoiy envii-omient viewed positively 

Key fimncial metrics are weak 

Sizeable capital expenditure could pressure rating 

AI1 coal generation modestly constrains rating and requires prudent tlaanagemexit of 
increasingly stringent environmental mandates 

Acute economic recessionary pressures only somewhat mitigated with business plan 

Cornpamy Profile 
Kentucky Power Comnpany (KkTPCo, Baa2 senior unsecured) is a vertically integrated 
electric utility company and is a wholly owned subsidiaiy of American Electric Power 
Company QAEP, Baa2 senior uiisecuxed). KVCa's approximately $1 billion rate base is 
under the jurisdiction ofthe Kentucky Public Sci-vkce Commission (X'Y PSC). KYPCo owns 
approximately 1GW of 100% cod fired generating capacity. 

&kCeligt  DteVe&Opl?raeira$S 

On Dec. 29,2009, KWCo filed with the KYPSC for ;b $123.6 million (24.3%) electric rate 
increase premised U ~ O ~ I  an 11,7S% ROE on a year-end rate base valued at $1.012 billion Cos 
a test year eaded Sept. 30, 2009. A final PSC decision is expected in October 2010. 

In August 2009, KYPCo fined with KYFSC seeking authorization to defer approximately $18 
million of incremental storm restoratioia expenses for review and recovery in the next base 
rate proceeding, The requested defeml of tbe $10 inilllion i s  in additional to the annual $2 
anii(1ion of stormrelated operation and rnaintenanice expense included in current base rates. 

Snamnmwy Rathg RaiioanaIle 
KWCo's Baa2 issuer rating priinady reflects the reasonably constructive relationship with 
the I'PSC, and the potential rating constraitits as a result of its capital spending plan, single 
fixel source and the economic stress witbin the region it operates. 

Moody's views tlie regulatory environment in Kentucky as reasonably supportive to loiig- 
term credit stability, a niatcrial credit positive. KYPCo is primarily regulated by the 
Kentucky Public Service Commission (KYPSC) which we consider a constizlctive 
jurisdiction. ICYPCo has a rate base of approximately $1 billion and an authorized return on 
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equity of 10.5%' which was established in March 2006. I<YPCo currently has a monthly he1 
clause tracker (a credit positive), and enviromnenfal sur-charge rider, among other recovery 
ineclianisms (i.e., delimid side management md systcm sales riders). Prospectively, we 
expect the on-going rate case will likely to be resolved in a way that is positive to its credit 
qua1 ity. 

MAINTAINING STABLE FINANCIAL CREDIT METRICS KEY TO RATING 

, 

KYPCo's key financial credit metrics are weak for its Baa2 senior unsecured rating category. 
For the last 5 year, 3 year and twelve month peiiod ended September 2009, KYPCo's ratio of 
cash from operations pre working capital adjustments (CFO pse-w/c) to debt averaged about 
14.2%, 13.7% and 12.4%, respecfively. The ratio ofCF0 pre-w/c intercst coverage averaged 
?.4x, 3 . 3 ~  and 2.6x, respectively for the same periods. We observe that several winter stoiins 
occutred in 2009 increasing operatioil and maintenance expenses. 

CAPITAL EXPENDITURE PROGRAM COULD PRESSURE RATINGS OVER THE 
LONG TFEM 

K-flCo's cumulative long-term capital investment program is large given its size. AltIiough 
the company has temporarily delayed some ofthe investment pr~gsams it1 2009 md likely in 
20169, we expect the pi-ograni to resume to its fifjll fox-ce in the next few years. KYPCo 
received appro;lriinateIy $30 rnillioii in equity contributions fkom its parent AEP in April 
2009. However, we expect increasing upstream dividends it1 the next few years and fi-ee 
cash flow will rehm to negative over the iatenncdiate and long term horizon. While we 
generally view investments in rate base positively, we woiild be concerned if KYPCo's 
spending plans result in a persistent negative free cash flow positioia that will be primarily 
hnded with internal or exterm1 debt. Should this situation materialize, KYPCo's financial 
profile could become stressed given its Baa2-rating category. 

ACUTE ECONOMIC RECESSIONAIZY PWSSURES REPRESENT A RISK GIVEN 
LARGE INDUSTRIAL LOADS 

The State of Kentrrclsy is considered to be in a deep protracted recession, in part due to ils 
heavy exposure to the automotive manufacturing industry. Approximately 50% o f  KYPCo's 
volume sales in 2008 were industr-ial. Among the top 10 industrial customels, IWPCo's 
secoiid Iagest customer has a primary greseaice in auiomotive industiy. The other 9 are 
mostly Involved in coal refining and mining which is less cyclical, but also facing pressures. 

100% COAL GENERATING ASSETS WLENEMBLE TO SICWIOFTCANT 
ENVIRONMENTAL LEGISLATTON 

We observe the potential for significant eiiviromnenial legislatioiz, especially related EO 
carbon dioxide emissions, as a material risk affecting KYkCo's I! 00% coal-fired genlera-atiag 
assets. Moody's incorporates a view that the timing of compliance requirements within any 
potential new legislation may be inany years in the fuhtre and that the costs associated with 
any new legislation regarding emissions will generally be recovered through rates (either 
through existing Riel clause pass-tlmugh mechanisms or other iiicreniental rate riders). 
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MYPCo participates in the AEP Utility Money Pool, which provides access to the parent 
company's liquidity up to $250 ]inillion. A s  of September 30,2809, tliei-e was no borrowing 
titider the money pool by ICYPCo. 

As of September 30, 2009, AEP had three separate credit facilities totaling $3.6 billion; two 
of which are $1 .S billion five year credit facilities - expiring in March 204.1 and April 2012. 
These facilities coillain a debt to capitalization limit of 67.5%. AEP asserts that it remains in 
compliance. There is a $750 million letter of credit capacity (prior to filial Baidc of America 
litigation judgment, $600 rnillion after) on each facility ($1.5 hillioil it1 total, $1.2 billion 
after- Bank of America resolution), a $500 rnillionr accordion feature for each facility (for a 
total accordion of !I 1 .0 billion) and a one-year extensioia option. 

There are no material advesse change restiictions on drawings,' 110 litigation representation 
provisioii at the time of borrowing and a definition adjustment to exclude one of AEP's 
subsidiaries, AEP Texas Central, as a "sigiificait subsidiary" to prevent cross-acceleration in 
the everit of a default. AEP also has a $627 anilliou credit facility, expiring April 201 I,  that 
can be utilized for letter of credit or draws and Bas covenant restrictions similar to the 
primary 5-year facilities. 

AEP &as approximately $1.7 billion of long term debt that will mature in 2010. We estimate 
that AEP will spend approximately $2.5 bilHion in capital expenditures and approximately 
$800 million in dividelids over the next twelve months. As of September 30,2009, AEP's 
credit facilities had approximately $3 47 million utilized in support of coniinercial paper 
outstanding and roughly $470mi11ion of LC's posted, leaving approximately $2.8 billion of 
capacity available. Combined wit11 $877 million of cash, total liquidity amounted to $3.6 
billion. 

Over the twelve months ended September 2009, ICYPCo generated appsoximately $3 6 
million of cash &.-OIXI operations, kvested approxiniately $90 million in capital expetiditwes, 
made a $20 rnillioti upstream dividend payment and seceived $30 equity contaibbution &om its 
pareni, AEP, resultiiig in approximately $44 million of negative free cash flow. KYPCo has 
no significant debt maturities until September 201 7. 
Rating 0 M & n . O 0 k  

The stabbIe rating outlook for M P C Q  is primarily based on our expectation that the company 
will continue to maintain a reasonably constructive relationship with the KYPSC, be prudent 
in meeting its in&:asti-ucture spending pIans, attaiii reasonably good recovery 011 a timely 
basis aiid inaprove its key financial credit inetrics that justify the rating. 
What CoaSd Gbannge the Rating - Up 
Rating upgrades appear unlikely over the near to inteimediate term horizon, priinarily due to 
our expectation that KYCo's financial profile will not be in a position to exhibit the 
improvements necessary to justify a Baal-rating category. This is partly due to our 
understanding of ICYCo's longer term capital investment and financing plans. However, 
KYCO could be considcred for a ratings upgrade if' it were to achieve key firiaiicial credit 
metdcs, includiiig a ratio of CFO pre w/c plus interest divided by interest of approximately 
Sx and CFO pre w/c to debt of approximately 20% on a sustainable basis. 
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Ratings could be dowigraded if the regulatory environment took a more adversalial tone, its 
capitail expenditure pfograrn requires substantial amount of debt finaiiciiig or if the key 
financial credit metrics exhibit a prolonged deterioration. These rnetrics would include a ratio 
of CFO pre w/c ofbdow 3 . 0 ~  or CFO pre w/c to debt closer to the low-teens. 
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I<.entuclcy Power 

Rating Drivers 

Constructive regulatory environment viewed positively 

Key financial metrics are weak 

Sizeable capital expenditure could pressure rating 

All coal generation niodestly coilstrains rating and requires prudent management of 
increasingly stringent cnviroimenta! mandates 

Acute economic recessioiiary pressures only somewhat mitigated with business pial 

Companay Profile 
Kentucky Power Company (KWCo, Baa2 senior unsecured) is a vertically integrated 
eIectric utility company and is a wholly owned subsidiary of American Electrk Power 
Company (AEP, Baa2 senior unsecured). KYPCo's approximately $1 billion rate base is 
under tlie jurisdiction of the Kentucky Public Service Commission (ICY PSC). KYPCo owns 
approximately LGW of 100% coal fired generating capacity. 

Recent Devellopents 

On Dec. 29,2009, KYPCo filed with the KYPSC! for a $123.6 inillion (24.3%) elecwic rate 
increase premised upon an I I .75% ROE on a yearend rate base valued at r6 1 .OH2 billion for 
a fest year euded Sept. 30,2009. A final PSC decision is expected in October 2010. 

in August 2009, KWCo filed with IC'ICPSC seeking authorization to defer approximately $10 
million of iiicreinental storni restoration expenses for review and recovery in the next base 
rate proceeding. The reqiiested deferral ofthe $10 million is in additional lo the annual $2 
ndlion of storni-rclatcd operation and rnairitenance expense included in cwrent base rates. 

sumnmary Rating Raeionahe 
KUPCo's Baa2 issuer rating pi-iinarily reflects the reasonably constructive relationship witti 
the ICPSC, and the potential rating constraints as a result of its capital spending plan, single 
he1 source and the economic stress witlrin the region it operates. 

Moody's views the regulatory eiiviromeiit in Kentucky as reasonably supportive to long- 
fenn credit stability, a material credit positive. MWCo is primarily regulated by the 
Kentucky Public Service Commission (IWPSC) which we consider a constructive 
jurisdiction. I(ugC>o has a rate base of approximately $1 billion and an authorized return on 
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equity of 10.5%, which was established in March 2006. K Y K "  cz~r~ently has a monthly file1 
clause tracker (a credit positive), and environmental surclia~ge iider, among other recovery 
mechanisnis (is., demand side management and system sales iiders). Prospectivcly, we 
expect the onegoing case will likely to be resolved in a way that is positive to its ciedit 
quality. 

MAPNTNNING STABLE FINANCIAL CREDIT METRICS ISEY TO RATING 

KVPCo's key financial credit metiics are weak for its Baa:! senior unsecuied rating category. 
For the last 5 year, 3 year and twelve month period ended September 2009,I~'yPCo's ratio of 
cash fiom operations pie working capital adjustments (CFO pre-w/c) to debt averaged about 
14.2%, IG.9% and 12.496, respectively. Tbe ratio of CFO pre-w/c interest coverage averagcd 
3.4x, 3 . 7 ~  and 2.6x, respectively for the same periods. We observe that several winter stoniis 
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slats in credit sutmnxy 
occurred in 2009 increasing operation and inaintenance expenses. EQWRnlMk Kpod ;\ dlffcWJl! Illall 

CAPIT& EXPENDITURE PROGRAM COULD PRESSURE IUTNGS OVER THE 
LONG TERM 

IC.n"Co's cuniiilative long-temi capital investineiit program is large given its size. Although 
the company has temporarily delayed some of the investment programs in 2009 and lilcely in 
Za10, we expect the program to i e s u e  to its full force in the next few years. I(ugCo 
received approximately $30 i d i o n  in equity contributions &om its parent AEP in April 
2009. Ho~vever, we expect increasing up-sh-earn dividends in the next few years and free 
cash flow will ieturu to negative over the intermediate and Iong term horizon. While we 
generally view investments in rate base positively, we would be concerned if KWCo's 
spending plans result in a persistent negative free cash flow position that will be primarily 
runded with internal or external debt Should this situation materialize, RYPCo's financial 
profile could become stressed given its Baa2-rating categoly. 

ACUTE ECONOMIC RECESSEONAKY P R E S S W S  REPRESENT A RISK GIVEN 
LARGE I N D U S T W ,  LOADS 

The State of Kentucky is consideled to bc in a deep protracted recession, in pate due to 3s 
heavy exposure to the automotive iiianufacWing industry, Approximately 50% of  ICYPCo's 
volume sales in 2008 were industrial. Among the top 10 industrial customers, KYPCo's 
second largest customer has a p i m a y  presence in automotive industry. The other 9 are 
mostly jnvolvcd in coal refining and mining which is less cyclical, but also facing pressures. 

100% COAL GEMElRATNG ASSETS VU1,ENERABLE TO SIGNJFICANT 
EWIRONMENTAL, LEGISLATION 

We observe tbe potential for significant environmental legislation, especially related to 
carbon dioxide emissions, as a material fisk affecting ICYPCo's 100% coal-filed gemrating 
assets. Moody's incorporates a view that the timing of conipliance iequirernents within any 
potential new legislation may be inany years in the future and that the costs associated with 
any new lcgislation regarding emissions will generauy be recovered through rates (eitlicr 
through existing fiief clause pass-through mechanisms or oilier incremental I ate riders). 
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Liquidity 
RWCo participates in the AEP Utility Money Pool, which provides access to the parent 
company's liquidity up to $250 million. As of September 30,2009, there 'was no borrowing 
under tlie money pool by KYPCo. 

As of September 30,2009, REP had three separate credit facilities totaling $3.6 billion; two 
of which are $1.5 billion five year credit fac es - expiring in March 201 1 arid April 2012. 
These facilities contain a debt to capitalization limit of 67.5%. AEP asserts that it remains in 
cornpliancc. There is a $750 nullion letter o f  credit capacity (prior to final Bank of America 
litigation judgment, $600 tiiillioii after) on each facility ($1.5 billion in total, $1.2 billion 
after Bank of America resolution), a $500 million accordion feature for each facility (for a 
total accordion of $1 .0 billion) and a one-year extension option. 

There are no material adverse cliange restrictions on drawings, no litigation representation 
provision at the time ofborrowing and a definition adjustment to exclude one of K P ' s  
subsidiaries, R E P  Texas Centml, as a "significant subsidiary" to prevent cross-acceleration in 
the event ofa  default. AEP also has a $627 million credit faciliv: expiring April 201 1 ,  that 
can be utilized for letter o f  credit or draws and has covenant restrictioris similar to the 
primcay S-year facilities.. 

NEP has approximately $1.7 billion oflong Fern? debt that will mahire in 2010. We estimate 
tllat AEP will spend approximately $2.5 bilIion in capital expenditures and approximately 
M O O  million in dividends over the next twelve months. As of September 30,2009, AEP's 
credit facifities had npproximately $347 million utilized in snppoit of commercial paper 
outstanding and roughly $470million of LC's posted, leaving approximately $2.8 billion of 
capacity available. Conibined with $377 million of cash, total liquidity amounted to $3.6 
billion. 

Over the twelve months ended September 2009, KYPCo generated approximately $43 
million of cash from operations, invested approximately $90 million in capital expenditures, 
made a $20 inillion upstream dividend payment and received $30 equity contribution from its 
parent, AEP, resulting in approximately $44 milIiotz of negative h e  cash flow. KWCo Iias 
no significant debt niaturities anti1 Septeniber 20 17. 
Raaiiplg Outlook 
The stable rating outloolc for I('llfCo is primarily based on our expectation that the coinparry 
will continue to maintain a reasonably constructive relationship with the KkTSC, be prudent 
in ineeiing its infrastructure spending plans, attain reasonably good recovery on a timely 
basis and improve its key financial credit met& dint justify the rating. 
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Wlaat Corald Clillangc the Rating - up 
Rating upgrades appear unlikely over the near to intermediate tenn horizon, primarily due to 
our expectation that ICYUo's financial profile will not be in a position to exhibit the 
improvements necessary to justify a Baal-rating category. Tllis is partly due to our 
understanding of ICYCo's longer tenn capital investment and financing plans. However, 
KYCo could be considered for a ratings upgrade if it were to achieve key financial credit 
inetrics, including a ratio of CFO pre w/c plus interest divided by interest of approxiniately 
5x and CEO pre w/c l o  debt of' approximately 20% on a sustainable basis. 
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wffint c:cpriald ChcYnge the RaBmg - DO.t.I'I1 

Ratings could be downgraded if the regulatoIy environment took a more adversarial tone, i t s  
capital expenditure program requires substantial amount of debt firlancing or i f fhe key 
financial credit inetrics exhibit a prolonged deterioration. These metrics would include a ratio 
o f  CFO pre w/c o f  below 3 . 0 ~  or CFO pre w/c to debt closer to the low-teens. 
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STANDARD & POOR'S 

September 2008 
KEGtJ1,ATORY SCJRVEY 

Please fill out a separate survey for each rated utility. 
If the utility is in more than one jurisdiction, please 
provide separate survey for each, 
Attach additional materials ( e . g .  company documents) or 
explanations if necessary t,o completely answer any of the 
questions. 
For assistance, contact your primary analyst or Todd 
Shipman (212.438.7676) or todd __ shipman@sandp.com 

COMPANY 

Kentucky 

REGULATORY BODY 

ervice comissi 

mailto:shipman@sandp.com
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1. RESOURCE PROCUREMENT PROCESS 
If your u t i l i t y  has obl igat ion-to-serve or POLR 
r e s p o n s i b i l i t i e s ,  check oEf any of the following elements 
of t h e  procurement process and t h e  r e g u l a t o r ' s  p o l i c i e s  and 
overs ight  of t h e  process .  

A n  I R P  i s  reqiiired t o  i d e n t i f y  need Y e s  

Competitive procurement used t o  s a t i s f y  need Pes _I_ 

Oversight by staff or  independent p a r t y  -__ Yes 

Result of s o l i c i t a t i o n  approved by r egu la to r  Y e s  

I f  necessary,  use t h e  space below (or  a t t a c h  separa te  
document) t o  descr ibe  t h e  process  t o  c l a r iEy  any of t h e  
above answers: 

2, RATE CASE INFORMATION 
Provide t h e  following information for base r a t e  cases  
completed i n  t h e  pas t  &hzree years:  

Sept 2005 Date F i l e d  

I n i t i a t e d  By 
__I Cowany  __--- ._ 

Tnteriin Rate  Increase  Amount and Date None 

Amount and 'k of Requested Rate i n c r e a s e  $ 6 4 . 8  M / 1l3.78 

Amount and % Rate Increase  Granted - $41 M/f_l.Bb 

Date Permanent Rates Went I n t o  E f f e c i  March 30, 2006 

Rate Base f%noun1-. $85B.4 M 

T e s t  Year Used June 30, 2005 

( I f  updated, through what d a t e ? )  __ 

None ___ Return on Equi ty  Authorized I 

Set t lement  (Y, N ,  P a r t i a l )  Y e s  - 
C a p i t a l  S t r u c t u r e  ( %  debt ,  p r e f e r r e d ,  common) 60.4G%,D 39.561; C 

Copy this p a g e  if necessary 
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3 .  LARGE CAPITAL EXPENDITURES 
Do you have special programs or riders in use or authorized 
for significant c a p i t a l  projects? 

YES NO 
.A 

If yes, please provide the following information: 

Type of expeiidi ture 
Authoricy (legislative or commission policy) Legislation 

Check any of the Iollowing that apply: 

Cl~-Li.r Act Related Costa 

Pre-approval process Yes 

No 

Regulatory oversighC/approval of expenditures Yes 

Separate recovery rate mechanism during construction 

Automatic rate base treatment upon commercial operation NO 

-- 

T f  necessary, use the space below o r  attachment to describe other 
important features or to clarify any o f  the above a n s w e r s .  

Type of expenditure 

Authority (legislative or commission policy) 

Check any of the following that apply: 

Pre-approval process 

Separate recovery rate mechanism during construction 

Regulatory oversight/approval of expenditures 

Automatic rate base treatment upon commercial operation 

IT necessary, use the space below or attachment to describe other 
important features or i-o clarify any of the above answers. 

copy t h i s  page  if necessary 



4, TARIFF CLAUSES FOR SIGNIFICANT EXPENSES 
For any separate r a t e  mechanisms f o r  s i g n i f i c a n t .  e x p e n s e s  
s u c h  a s  purchased power o r  f u e l :  

Type (cost) me1 costs---- - 
% or' reported revenue 
Authority (Legislative or commission policy) Commission 

Circle any of the following that apply: 

T o t a l  Fuel cos t  i s  38.49%, E'AC Revenue i s  3.42% 

Rate set on projected (estimated) costs YES E 
Rate adjusted ANNUALLY QUARTERLY OTIIISR Monthly 

NO Interim adjustments allowed YES 

YES NO 
- 

Mechanism designed to f u l l y  recover costs ~ 

I f  no, note sharing/incentive provisions : 

In the last. fi.ve years, any disallobted costs? YES h70 

If yes, amount and 2- of t o t a l  cost that period: 

Use the space below or attachment to describe other important. Eeatures OL 
t o  clarify any of the above answers. 

A base level of fue l  i s  buiLC: into base fates and the FAC recovers or 
refunds only the difference between Uie actual f u e l  costs  and the base 
level of  fuel costs. 

Type (cost) System Sales P r o f - i t  

Z of total revenue 12.58% 

Authority (legislative or commission policy) __ Commission R e g .  __ 

CiLcle any of the following that apply: 

Rate set on projected (estimated) costs? YES E 
Rate adjusted ANNUALLY OTHER - Monthly 

Mechanism designed to fully recover cosi.s? YES 

NO 

NO 

-- Interim adjustments allowed? YES 

- 
If no, note sharing/incentive provisions: 

Last T w e l v e  Month 80% V I  Customer; 209 w Companq 

In the last five years, any disallowed coscs? YES 

If yes, amount and B of total cost that period: 
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Use the space below or attachment to describe other important features o r  
to clarify any of the above answers. 

A base level  of System sales pxofik is  b u i l t  i n t o  base r a t e s  and the 
System Sales tracker only shares the difference of System Sales p r o f i t ,  
on a monthly basis, with the ratepzyers. The most xecent twelve months 
the percentage of the Company‘s t o t a l  system sales profit s p l i t  was 809 
to the  Customer and 20% w i t h  KPCo. 

Copy this page  if necessary 

5. RATE DESIGN 

R e s i d e n t i a l  Average Monthly Bill -.__IY $100.32 on I ,  439 kWh 

R e s i d e n t i a l  Monthly Fixed Charge $5.86 

Commerci-a1 Average Monthly B i l l  $289.82 on --- 4040 ItWh 

Commercial Monthly Fixed Charge gaz.00 

I n d u s t r i a l  Average Monthly Bill 
I n d u s t r i a l  Monthly Fixed Charge 

$8942.99 on 1941,039 1sW.h 

-. $622 * 0 e  

6 FINANCIAL REPORTING 

DO you submit r e g u l a r  f i n a n c i a l  r e p o r t s  t o  your  s ta te  
r e g u l a t o r ?  

__I YES NO ( c i r c l e  one) 

If yes ,  p l e a s e  submit the reports ( o r ,  i f  a p p l i c a b l e ,  a 
sununary p a r t  of t h e  r e p o r t  w i th  f i n a n c i a l  d a t a )  f o r  t h e  
p a s t  t h r e e  yea r s  or prov ide  a w e h s i t e  addres s  where t h e y  
can  he found, 

Go eo rnRC rneb S i k e  far t h e  mwc Fom 1 _-- 



I<PSC Case No. 2009-00459 
.4G 1st Set of Data Rcqriests 

Item N o .  51 -Public 
Dated Pebl"llaly 12, 2010 

tr':igc 50 of 79 

Please provide t h e  actual ,  j u r i s d i c t i o n a l  earned r e t u r n  on 
equi ty  fo r  the  pas t  three years .  

Year 

2007 

2006 

2005 

ROE 
8 s 56% 

7. NON-TRADITIONAL RATEMAKING PRACTICES 

Please check if your company i s  authorized any  of t h e  
following: 

Incentive Ratema king  

Revenue Decoupling 

Weather Normalization 

No 

NO 

No 

Use t h e  space below o r  a n  a t t a c h m e n t  t o  describe e s s e n t i a l  
feat.ures, o r  t o  n o t e  other p rac t i ces  outs ide cost-of- 
se rv ice  r e g u l a t i o n  employed by your regulator  t h a t  you 
t h i n k  a f f ec t s  c r e d i t  q u a l i t y .  

8. CREDIT RATINGS 
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Note below or: i n  an at tachment  j-ff  t o  y o u r  knowledge, your 
r e g u l a t o r  e x p l i c i t l y  i n c o r p o r a t e s  c r e d i t  r a t i n g s  into its 
ratema1ti.ng p r a c t i c e s  o r  other a s p e c t s  of i t s  oversight. o€ 
u t i l i t i e s .  

Y e s ,  During base rake cases credit k-atianqs axe one factor 
used E n  de-i;smining an appropriate authorized -- sates of 

SURVEY COMPLETED BY: 

NAME : E r r o l  IC. Wagner 

PIIONE NUMBER: 502-606-7010 

E-MAIL: ekwagner@aep. corn 
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To whawltins@aep.com 
Subject projections for KPC and APCo 

I have a goa l  to y e t  r h e  APCO and EZPC ZevFews completed before t h e  
f i r s t  
week  of August. 
probably g e t  staxted around J u l y  20 th  f o r  KPC and the  27th f o r  APCo. 

D o  you have t h e  updated p r o j e c t i o n s  a v a i l a b l e ?  1 w i l l  

Thanks, 
ICar en 

Karen Anderson 
Global  Power 
Fitch Ratings 
7 0  W e s t  Madison 
Chicago, I L  60602 
t eL:  312-368-3165 
fax:  312-368-31 55 

Karen. 

( d i  r e c t  ) 

1derson@fitc. .ra&ings.com 

05/20/2009 1 1 :I 6 PM 

To whawkins@aep.com 
Subject AEP & Subs: Projections 

I-li Renee, 

F e l i c i a  s e n t  m e  t h e  updated p r o j e c t i o n s  f o r  SWEPCO, and I am f i n a l i z i n g  
my 
review of t h e  c r e d i t .  Due t o  travel and ho l idays ,  I won't be able to 
g e t  
back i n t o  t h e  o f f i c e  unti.1 next  Fri, s o  I t h i n k  I will be ab le  t o  g e t  
Kentucky clone as  w e l l .  Can you p l e a s e  forward m e  t h e  updated 
p r  o j e c t i o n s  
f o r  1Zent.ucky Power  and APCo? 

Thanks ! 

Karen 

___I__ -_ 
C o n f i d e n t i a l i t y  Notrice: The infoxmation in t h i s  e - m a i l  and any 
atkachment.(s) i s  c o n f i d e n t i a l  and €or t h e  u s e  of the addressee(s) only.  
If you have r ece ived  t h i s  e-mail  i n  e r r o r ,  p l e a s e  delete t h i s  e-mail .  

mailto:whawltins@aep.com
http://ra&ings.com
mailto:whawkins@aep.com


IWSC Case No. 2009-00459 
.4G 1st Sct ofDa1s Requests 
Dated February 12,2010 
Item No. 51 -Public 
Pagc 5.3 ot 79 

Unauthorized use, r e l i a n c e ,  d i s c l o s u r e  o r  copying o f  t h e  conten ts  of 
t h i s  e-mail, OL any s i m i l a r  a c t i o n ,  i s  prohibit .ed.  

This  email  has been scanned by t h e  MessageLabs Email S e c u r i t y  System. 
For more information p l e a s e  v i s i t  http: //www.messagelabs. com/email 

- I_ 

- ~ I _ _ ~ -  

C o n f i d e n t i a l i t y  Notice:  T h e  information i n  t h i s  e-mail and any 
a t t a c h m e n t ( s )  i s  c o n f i d e n t i a l  and for t h e  use of t h e  a d d r e s s e e ( s )  on ly .  
If you have rece ived  t h i s  e-mail i n  erxor ,  p l e a s e  d e l e t e  this e-mail. 
Unauthorized use,  r e l i a n c e ,  disclosure o r  copying oE the contents  of 
t h i s  e-mail, or any s i m i l a r  a c t i o n ,  i s  p r o h i b i t e d .  

This  email has  been scanned hy t h e  MessageLabs Email Secur i ty  S y s t e m .  
For more information please v i s i t  http://www.messagelahs.com/email 

-____ -- -- - 

To rvhawltins@aep.com 
Subject i<PC review questions 

H i  Renee, 

Z am i n  t h e  process  of doing t h e  c r e d i t  review f o r  Kentucky Power C o .  
and I 
have some quest ions:  

1.) 2008 f i n a n c i a l  performance: what i s  d r i v i n g  the increase  i n  
r e g u l a t o r y  
a s s e t s  i n  2 0 0 8 ?  What: i s  behind t h e  i n c r e a s e  i n  capex for t h e  year?  
2. ) Forecast  quest ions:  

- what amount is assumed f o r  t h e  r a t e  case?  What i s  t h e  t iming? 
- what i s  ciiusing t h e  i n c r e a s e  i n  cosC of  s a l e s  i n  2010 and 2011? 
- what i s  causing t h e  decrease  i n  0&14 i n  2009 and subsequent 

i n c r e a s e s  in 2010 and 2011? 

Thanks ! 
Karen 

Karen Anderson 
Global Power 
F i t c h  Ratings 
70 rrJest Madison 
Chicago, LL 60602 
t e l :  312-368-3165 ( d i r e c t )  
fax: 312-368-3155 

http://www.messagelahs.com/email
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Fonnlarded by Renee V HawkinsiOR4iREPIN on 02/23/2010 OR13 PM ----- 

Ka~~~.Andersau?@~~chral.ings.coirn 

0811 712009 01 A0 PM 

To ajhickman@aep.com 
Cc mdfransen@aep.com, whawltins@aep.com 
Re: Fw: l<PC review questions 

Thanks for t h e  c lar i f icat i .or i .  

Karen Anderson 
Global Power 
F i t c h  R a t i n g s  
70 West Madison 
Chicago,  J L  60602 
tel: 312-368-3165 (d i r ec t )  
fax: 312-368-3155 

T 0 

CC 

a j hickrnan@aep. corn 

08/11/2009 1 2 : 3 4  

PM Karen.  A n d e r s o n @ f i t c h r a t  ings  . corn 

rndfransen@aep.  corn, 
rvhawkins@aep.com 

S u b j e c t  
R e :  Fw: KPC rev iew q u e s t i o n s  

I n  March 2008, KPCO i s s u e d  a $325,000,000 6 .0% n o t e ,  which r e p l a c e d  
l ess  e x p e n s i v e  debt t h a t  m a  tyured a t  v a r i o u s  d a t e s  th roughou t  2007. 

Adam Hickrnan 
C0rporat.e F inance  
Amerj c a n  Elec t r ic  Power 
1 R i v e r s i d e  P l a z a  
CoJ urnbus, O h i o  4 3215 
Phone : 61 4 -7 1 6-2 8 5 4 

Karen.Anderson@fitchrati.ngs.com 

08/17/2009 01 :  33 PPI 
T O  

a jh ickman@aep.  corn 

mailto:ajhickman@aep.com
mailto:mdfransen@aep.com
mailto:whawltins@aep.com
mailto:rvhawkins@aep.com
mailto:Karen.Anderson@fitchrati.ngs.com
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mdfransenBaep. corn, 
rvhawkins@aep,  corn 

!&e: Fw: i<PC rev iew 

Adam, 

Thanks f o r  answering my q u e s t i o n s .  
expense  s o  much greater  i n  2008 t h a n  i n  2007? 

One l a s t  one- why was intexest 

Karen 

Karen Anderson 
G I  ohal Power 
F i t c h  Ra t ings  
70 W e s t  Madison 
Chicago, IL 60602 
t e l :  312-368-3165 (d i r ec t ; )  
f a x :  312-368-3155 

a-jhickman@aep.com 

08/13/2009 L2:26 

Renee V 
Hawkins/OR4/AEPiN 

TO 
08/1.2/2009 02: 42 PM 
Hickman” 

Matthew ll Fransen/AEPIN, “Adam 

<a j hickmaneaep. corn> 

cc! 

Subject 
Fw: KPC review quesLions 

----- O r i g i n a l  Message ----- 
From: 1Caren.Anderson 
Sent :  08/12/2009 01:45 PN EST 
To: Renee Hawkins 
Subject: Fw: I<PC review questi .ons 

Two more fo l low up  quest . ions:  

1.) €Io?? much d i d  KPC i n c u r  i n  s t o r m  cos t s  due  t o  t h e  Feb. and May 
s t orms ? 

mailto:a-jhickman@aep.com
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How does t h e  company p l a n  t o  rec:oup t h e s e  costs? 
2 . )  
( r e s i d e n t i a l  , commercial and i n d u s t r i a  I?) 

f o r  2008, what: was t h e  revenue breakdown by customer class'? 

Thanks ! 
Karen 

To rvhawkins@aep.com 
Subject: KPC Report- Final Version 

H i  Renee, 

Al-tacherl is t h e  f i n a l  version o f  the  KPC r e p o r t ,  it was publ i shed  on 
Friday 
af te rnoon.  Thanks f o r  t a k i n g  t h e  t i m e  to  review i t .  

Hope you are having a good w e e k .  

Best, 
Karen 

(See a t t a c h e d  file: Fitch-KPC--Credit Report-09.2009.pdf) 

Karen Anderson 
Global Power 
F i t c h  Ratings 
70  West Madison 
Chi-cago, IL 60602 
eel: 312-368-3165 ( d i r e c t )  
fax:  312-368-3155 

-~ 
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Karen, 

Here is some inloonnation wgading growth Ibrecasts for APCO and ISPCO. I hope this 
ImelpfiiL 

Adam 

A~~~~~~~~~~~ Pt"ovk'2 ~~~~~n~~ 
Total forecasted average GWH growth 1.3% ammafly 2005-%010. 

Forecasted growth by class: Residential 1.2% annually; Commercial 1.9% annually; 
Industrial I .  1% atmually; Other Ultimate 0.9% mually;  FER63 0.6% mual ly .  

2008 forecasted GWH mix: Residential 3 6%; Commercial 20%; Industrial 39%; Other 
Ultimate 2%; FER@ 3%. 

Keiratmcky Power glsanpan 
Total forecasted average G& growth 1.6% amually 2008-2010. 

Forecasted growth by class: Residential 0. I % annually; Commercial 1.6% annually; 
1ndus.trial 2.8% annually; Otlier Ultimate -0.1 % annually. FERC 1.9% ruuhually. 

2008 forecasted GWH mix: Residential 34%; Coimnercial 20%; ]Industrial 45%; Other 
Ultimate 0%; FERC 1%. 

Adam Hickman 
Corporate Finance 
American Electric Power 
'I Riverside Plaza 
Columbus, Ohio 4321 5 
Phone: 61 4-7163-2854. 

Karen, 

All AEP load obligations are satisfied from all of the generating resources in the AEP East pool, 
independent of the specific operating company ownership or the load obligation. AEP's system 
internal loads are satisfied from the least expensive resources. 

After the power is consumed, the pool goes through the process of assigning operating company 
resources to operating company internal loads. Any remaining operatiny company generation in 
excess of its own internal load is supplied to deficit operating companies. 

Then, all operating companies are reimbursed their variable cost for energy supplied to the pool. 

AEP's baseload operating plants operate at various cost levels, which can fluctuate depending on 
inputs (fuel, emissions allowances, consumables). Our projected average price for a scrubbed plant 
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in 2010 is approximately $25.60 per MWh. With that said, some of our plants (particularly non- 
scrubbed plants), have variable costs of production ranging up to $40.00 per MWIi. 

Big Sandy 2 (800MW) is has an SCR in-service and is projecting FGD installation in 2014. 

Adam Hickman 
Corporate Finance 
American Electric Power 
1 Riverside Plaza 
Columbus, Ohia 43215 
Phone: 614-71 6-2854. 

T 
0 

ajhickrnan@aep.com 
c, 
C 

Re: APCCI and KPCO growth 
forecasts 

Adam, 

Thanks for the information below- it is helphi. One last question on KPC: what is the price 
comparison between the cost of generation from Big Sandy vs. the cost of power from the  AEP power 
pool? In other words, if Big Sandy is down and KPC needs to access power from the pool, how much 
is the replacement power? 

Thanks, 
Karen 

Karen Anderson 

mailto:ajhickrnan@aep.com


Global Power 
Fitch Ratings 
70 West Madison 
Chicago, IL 60602 
tel: 312-368-31 65 (direct) 
fax: 31 2-368-31 55 

-----,aj hiclman@aep.com wrote: ----- 

To: lcaren.anderson@filchratings.com 
From: ajhickman@aep.com 
Date: 04M 612008 12: f OPM 
Subject: APCO and KPCO growth forecasts 

Karen, 

Here is some information regarding growth filecasts for APCO and KPCO, I hope this 
helpful. 

Adam 

~~ 

Total forecasted average GWH growth I .3% annually 2008-2010. 
Forecasted growth by class: Residential 1 2% amtially; Comnercial 1.9% annually; 
hidustrial 1.1% mmually; Other Ultimate 0.9% animally; FERC 0.6% amualIy. 
2OQ8 forecasted GWH mix: Residential 36%; Coinmercjal20%; Tiidustrial 39%; Other 
Ultimate 2%; PERC 3%. 

Kentacky Power c3e9mpm 
'Total forecasted average GWH growth. 1 .G% aimually 2008-2010. 
Forecasted growth by class: Residential 0.1 % annually; Commercial 1.6% culriually; 
Industrial 2.8% antiualIy; Other Ultimate -0.1 % annually. FERC 1.9% airnually. 
2008 forecasted GWH niirc: Residential 34%; Corninexcia1 20%; Industrial 45%; Other 
Ultimate 0%; FERC 1 %. 

Adam Hicltman 
Corporate Finance 
American Electric Power 
'r Riverside Plaza 
Columbus, Ohio 43215 
Phone: 614-7'1 6-2854- 

_I-- 
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Karen, 

The increase in affiliated sales for resale between 2008 and 2009 is driven by higher output from Big 
Sandy into the AEP East affiliated pool and higher fuel costs. 

Adam Hickman 
Corporate Finance 
American Electric Power 
1 Riverside Plaza 
Columbus, Ohio 4321 5 
Phone: 61 4-71 6-2854 

T 
0 

ajhiclman@aep.com 
C 

C 

S 
U 
b 
j 
e 
c 
e 

Last f<PC Question 
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Adam, 

I have a quick ques t ion  on KPC’s p r o j e c t i o n s -  what is the assumpl-ion 
behind 
t h e  i n c r e a s e  i n  a f f i - l i a t e d  s a l e s  f o r  r e s a l e  between 2 0 0 8  and 2009? 

Thanks 
Karen 

Karen Anderson 
Global Power 
F i t c h  Ratings 
7 0  West Madison 
Chicago, I L  60602 
t e 1 : 3 12 -3 68 -3 1 6 5 ( d i  r ect ) 
Eax : 3 12-3 68-3 155 

~- 
C o n f i d e n t i a l i t y  Notice:  The in format ion  i n  t h i s  e -mail and any 
a t t a c h m e n t ( s )  i s  c o n f i d e n t i a l  and for t h e  u s e  of t h e  a d d r e s s e e ( s )  only.  
I f  you have rece ived  ? h i s  e-mail i n  e r r o r ,  p l e a s e  delete t h i s  e-mail. 
Unauthorized use, r e l i a n c e ,  d i s c l o s u r e  or copying of the contents  of  t h i s  
e-mail, o r  any s imi la r  a c t i o n ,  i s  p r o h i b i t e d .  
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Karen, 

Please find below the  responses  to your questions regarding KPCQ. Let m e  ltnow if you need  
anything else. Thanks 

1 .) How much did KPC incur in storm cos ts  due to the  Feb. and May storms? 
How does the company plan to recoup these  costs? 
Costs for tho storms in January, February, and May total approximately $1 IMM. We have not yet 
filed for recovery, but expect to make a filing in 3Q09. W e  currently have approximately $2.1 MM built 
into base  rates. 

2.) for 2008, what was the revenue breakdown by customer class? 
(residential, commercial and industrial?) 
Retail Safes: 
Residential 40% 
Industrial - 36% 
Commercial .- 24% 

1 .) 2008 financial performance: what is driving the increase in regulatory 

http://www.messagelabs.com/email
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Ihted  Febl"u:ily 12,  2010 

assets in 2008? What is behind the increase in capex for the year? 

The increase in regulatory assets in 2008 was driven entirely by the underfunded status of the  
defined Ixmfit pension and other post retirement plans at KPCO due to the market's performance 

The inairi contributors to the increase in 2008 versus 2007 for KYPCO's capital expenditures were 
$31 M in Generation primarily due to combustion turbine and boiterlauxiliaries work for Big Sandy 
Plant Unit 1, $ l O M  in Transmission primarily due to reliability work. 

2 ) Forecast questions: 

The forecast does iiot assume any rate relief froin a rate case in 2009. Our 2010 and 201 1 forecast. 
assume $46MM and mj, respectively. Timing is January for both yeais. 

- what amount IS assurned for the late case? What is the timing? 

- what is causing the increase in cast of sales in 2010 and 201 'l? 
The increase in cost of sales in 2010 and 201 1 is driven largely by increased purchased power costs, 
driven by higher fuel costs at the Rockport plant. 

- what is causing the decrease in O&M in 2009 and subsequent 
increases in 2010 and 201 I? 

MPCo's 2009 OBM was subject to cuts and extreme discipline as a reaction to the economic 
downturn. Steam generation expense experienced the largest decrease in O&M. 

Adam Hickman 
Corporate Finance 
American Electric Power 
1 Riverside Plaza 
Columbus, Ohio 4321 5 
Phone: 614-716-2854 

Reriee V HawkinsKIR4~AEPlN 

08/12/2009 02~42 PM 
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T 
0 

Matthew D FransenIAEPIN, 
"Adam Hicitman" 
<ajhicliman@aep.corn> 

C 

C 

S 

b 

e 

e 

u 

j 

C 

Fw: KPC review questions 

_---... O r i g i n a l  Message -.I--- 

From : Ka r en .  Ande 1 s on 
S e n t :  08/12/2009 01:45 PM EST 
To: Renee Hawkins 
S u b j e c t :  F w :  KPC rev iew questions 

Two mole foll.ow up q u e s t i o n s :  

1.) HOW much d id  KPC i n c u r  i-n storm costs due t o  the Feb. and May s to rms?  
FIow does the company p l a n  t o  r e c o u p  these c o s t s ?  
2 . )  f o r  2008, what was t h e  r evenue  breakdown by cust.omer class'? 
( r e s i d e n t i a l ,  commercial  and i n d u s t r i a l ? )  

Thanks ! 
Karen 

- - "~ -- Forwarded by Karen Anderson/CF/CHI/F-I on 08/12/2009 0 1  : 38 PM ----- 

Karen 
Anderson/CF/CNJ. /F 
-1 

rvhawkins@aep.  com 
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08/3.2/2009 01 : 19 
PM 

I<pC review ques t ions  

CC 

Subject  

I l i  Renee, 

I am i n  t h e  p rocess  of doing the c r e d i t  review €or Kentucky Power Co. and 
I 
have some q u e s t i o n s  : 

1 . )  2008 f i n a n c i a l  performance: what i s  d r i v i n g  t h e  i n c r e a s e  i n  r e g u l a t o r y  
asseLs i n  2008? What i s  behind t h e  i n c r e a s e  i n  capex f o r  Lhe yea r?  
2 . )  Fo recas t  q u e s t i o n s :  

- what amount i s  assumed f o r  the  ra te  case?  What is i h e  t iming?  
- what: i s  caus ing  t h e  i n c r e a s e  i n  c o s t  of s a l e s  i n  2010 and 2011? 
- what i s  caus ing  t h e  dec rease  i n  O&M i n  2009 and subsequent 

i n c r e a s e s  i n  2010 arid 2011? 

Thanks ! 
Karen 

Karen Anderson 
Global Power 
F i t c h  Ra t ings  
70  West Madison 
Chicago, TL 60602 
t e l :  312-368-3165 ( d i r e c t )  
fax: 312-368-3155 
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In March 2008, KPCO issued a $325,000,000 6.0% note, which replaced less expensive debt that 
matured at various dates throughout 2007. 

Adam Hickman 
Corporate Finance 
American Electric Power 
1 Riverside Plaza 
Columbus, Ohio 4321 5 
Phone: 614-716-2854 

li(aren.A17derson@fleclaratings.com 

08/17/2009 01:33 PM 

T’ 
0 

ajhickman@aep.com 
C 

C 

mdfransen@aep.com, 
rvhavAtins@aep.com 

S 

b 

e 

u 

1 

c, 

t 
Re: Fw: KPG review questions 

Adam, 

Thanks for  answering m y  q u e s t i o n s .  One l a s t  one- why was in te res t  expense 
so much g r e a t e r  i n  2008 t h a n  .in 2 0 0 7 ?  

Karen 

Karen Anderson 
Global  Power 
F i t c h  Ra t ings  
70 b l e s t  Madison 
Chicago, I L  60602 
t e l :  312-368-3165 ( d i r e c t )  
f a x :  312-368-3155 

mailto:li(aren.A17derson@fleclaratings.com
mailto:ajhickman@aep.com
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mailto:rvhavAtins@aep.com


KPSC Case No. 2009-004.59 
AG 1 s t  Set ofDnta Requests 
Dated February 12,2010 
Item No. 51 - Public 
Page G6 of 79 

ajhickman@aep. corn 

08/13/2009 12 : 26 
PM 

TO 
karen.anderson@fitchratings.com 

mdfransen@aep. corn, 
rvhawkins@aep. com 

R e :  Fw: I<PC review questions 

CC 

Subject 

Karen, 

Please find below the responses to your questions regarding KPCO. L e t  me 
know if you need anything else .  Thanks 

1.) Ilow much did I<PC incur in storm costs due to the Feh. and May storms? 
How does the company plan to recoup these costs? 
Costs for the storms in January, February, and May total approximately 
$llMM. We have not yet filed for recovery, but expect to make a filing in 
3909. We currently have approximately $2.1MM built into base ra tes .  

2.) for 2008, what w a s  the revenue breakdown by customer class? 
(residential, commercial and industrial?) 
Retail Sales: 
Residential - 40% 
Incliistrial. - 36% 
Commercial - 24% 

I . . )  2008 financial performance: what is driving t.he increase in regulatory 
assets  in 2008? What is behind t he  increase in capex for the year? 

The increase in regulatory assets in 2008 was driven entirely by the 
underfunded status of t h e  defined benefit pension and other post 
retirement 
plans at I<PCO due i.0 che market's performance. 

The main contributors to t h e  increase in 2008 versus 2007 for  KYPCO's  
capital expenditures were $31M in Generation primarily due to cornbustion 
turbine and boiler/auxiliaries work for Big Sandy Plant Unii  1, $lOM in 
Transmission primarily due to reliability work. 

mailto:karen.anderson@fitchratings.com
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Revised Mai ch 3 I ,  2010 
2. ) 17orecast questions : 

The f o i e c a s t  does not assume a n y  r a t e  relref froin a rate case i n  2009.  
Our 
2010 and 2011 Corecast assume $46MM and , respectively. ' T i m i n g  i s  
January f o r  both yea r s .  

- what- amount i s  assumed Cor t h e  rate rase? What is the t iming? 

- what i s  causincj the i n c r e a s e  i n  c:ost of sales i n  2010 and 2011? 
The i n c r e a s e  i n  c o s t  of sales i n  2010 and 2 0 1 1  is dr iven  l a r g e l y  by 
increased purcliasecl power costs, d r i v e n  by higher f u e l  costs a t  the 
Rockport plant. 

- what i s  causing the clecrease i n  O&M i n  2 0 0 3  and subsequent 
i n c r e a s e s  i n  2010 and 2011? 

KPCo's 2 0 0 9  OCM was s u b j e c t  t o  c u t s  and extreme d i s c i p l i n e  as a r e a c t i o n  
t. o 
the economic downturn. S t e a m  qenezat ion expense experienced the 1 a r g e s t  
decrease i n  O&M. 

Adam H i c k m a n  
Corporate  Finance 
American E lec t r i c  Powerr 
I Rive r s ide  Plaza 
Columbus, Ohio 4 32 15 
Phone: 614-716-2854 

Renee V 
Hawkins/OR4 /AEPIN 

08/12/2009 02:42 PM 
To 

Matthew D J?ransen/AEPl N, "AdaIn Iiicl~man" 
<a j hickman@aep. corn> 

cc 

Sub jec t  
Fw: I<PC review q u e s t i o n s  
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- _  --- O r i g i n a l  Message ----- 
From: Karen. Ander son 
Sent :  0 8 / 1 2 / 2 0 0 9  Q1:45 PM EST 
To : Renee Hawlcins 
Subject :  Fw: KPC review yuest ions 

Two more follow u p  ques t ions :  

3 . ) How much d i d  KPC i n c u r  i n  storm c o s t s  due to t h e  Feb. and May storrns? 
How does the company p l a n  to recoup these costs? 
2 . )  €or 2008, what was t h e  revenue breakdown by customer c l a s s ?  
( r e s i d e n t i a l ,  commercial and i n d u s t r i a l ? )  

Thanks ! 
Karen 

--- -.1. Forwarded by Karen Anderson/CF/CNI/F-I on 08/12/2009 0 1  : 38 PM --.--- 

Karen 
Anderson/CF/CHI/F 
-1 

08/12/2009 0 1 : 1 9  
PM 

rvhawlci.ns(?aep . com 

KPC review ques t ions  

H i  Renee, 

T O  

cc 

Sub j e c t  

1 am i n  t h e  process of doing t h e  c r e d i t  revi-sw for Kentucky Power C o .  and 

have some ques t ions  : 
r 

1 ) 2008 f i n a n c i  a1 performance: what i s  d r i v i n g  t h e  i n c r e a s e  i n  r e g u l a t o r y  
assets i n  2008?  what i s  behind t h e  i n c r e a s e  i n  capex for t h e  year?  
2 .  ) Forecast  quesri ons : 

- what amount i s  assumed for the rate case? What i s  t h e  timing? 
- w h a t  i s  causing t h e  i n c r e a s e  i n  cost o f  s a l e s  i n  2010 and 2 0 1 1 ?  
- what i s  causing the decrease i n  O&M i n  2009 and subsequent. 
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increases in 2010 and 2011? 

Thanks ! 
I<a r en 

Karen Anderson 
Global Power 
Fitch Ratings 
70 West Madison 
Chicago, I L  60602 
tel: 312-368-3165 (direct.) 
fax :  312-368-3155 

.~ _ _ _ _ _ - ~  
Confidentiality Notice: The information in this e-mail and any attachment 
(s) is confidential and for the use o f  khe addressee(s) only. If you have 
received this e-mail in error, please delete t h i s  e-mail. UnauChorized 
use, reliance, disclosure or copying of the contents of t h i s  e-mail, or 
any 
similar action, is prohibited. 

This email has been scanned by the MessageLabs Email Security System. 
For more information please visit http://www.messagelabs~com/emai~ 

- __ 
This email has been scanned by the MessageLabs Email S e c u r i t y  System. 
For more information please visit http://www.messagelabs.~c)m/email 

-____- ______- 
Confidentiality Notice: The information in this e-mai 1 and any 
attachment(s) is confidential and for the use of t h e  addressee(s) only. 
If you have received this e-mail in error, please delete t h i s  e-mail. 
Unauthorized use, reliance, disclosure or copying of the contents of t h i s  
e-mail, or any s i m j  Lar action, is prohibited. 

T h i s  ernail has  been scanned by the MessageLabs Email Security System 
For more information please visit http://www.messagelabs.com/email 

Hi Karen, 

Please find the KPC:O press release with fwo factual corrections. 

I 
Fitch Press Relea.ie.-XPCQ-ajh cornments. pdf 

http://www.messagelabs.com/email
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Thari ks, 
Adam Hicltinan 
Corporate Finance 
American Electric Power 
I Riverside Plaza 
Columbus, Ohio 43215 
Phone: 614-716-2854 

Kai.en.Andepson@li~chratingr *.corn 

08/19/2009 04:42 PM 

T 
0 

aihickrnan@aep.com 
C 

C 

rndfransen@aep.com, 
rvhawkins@aep.com 

S 

b 

e 

e. 

U 

j 

C 

Fitch Draft Press Release on 
KPC 

Attached i s  t h e  draft .  press r e l e a s e  f o r  t h e  a f f i r m a t i o n  of KPC. Please 
review f o r  f a c t u a l  accuracy and let m e  know i f  you have any comments. I 
would l i k e  t o  send t h i s  o u t  by 9am c e n t r a l  tomorrow morning. P l e a s e  do 
not  
h e s i t a r e  t o  contac t  m e  ( m y  cel lphone number is 773-263-4939)  i f  you have 
any q u e s t i o n s .  

Thanks, 
IZa r en 

(See a t t a c h e d  f i l e :  KPC-press release-08.39.2009.doc) 

Karen Anderson 
Global Power 
F i t c h  Ratings 

mailto:aihickrnan@aep.com
mailto:rndfransen@aep.com
mailto:rvhawkins@aep.com
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70 West Madison 
Chicago, IL 60602 
t e l :  312-368-3165 (direct) 
fax: 312-368-3155 

-- I- 

Confidentiality Notice: The information in this e-mail and any 
attachment(s) is confidential and for the u s e  of Lhe addressee(s) only. 
If you have received this e-mail in e r ro r ,  please delete this e-mail. 
Unauthorized use ,  reliance, disclosure or copying of the contents of this 
e-mail, or any similar action, i s  prohibited. 

This email has been scanned by the MessageLahs Email Security System. 
For m o r e  information please visit http://www.messagelabs.c~rn/email 

[attachment “MPC-press release-08.1 9.2009.doc“ deleted by Adam J HicltmanlAEPIN] 
- 
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1)eceinber 2009 
Key Forecast As suinpt i on s Revised March 3 I ,  20 10 

Retail sales projections are developed by revenue class through a combination of time 
series and econometric ,forecasting methods. Projections assume normal weather and are 
adjusted to reflect known or expected business events. 

Sales assumptions by revenue class and jurisdicfion are provided in Tabk ? for elecfric 
retail sales and FERC mnnicipallco-operative sales. Demand Side Management (DSM) 
reductions are assumed for those jurisdictions that have programs authorized by utility 
commissions. 



American Electric Power 
Deceniber 2009 

Key Forecast Asslimplions 

KPSC case NO. 2003-00459 
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Revised Z\/larch 3 I ,  20 10 

All retail jurisdictions have active fuel clauses throughout the forecast period. No frozen fuel 
clauses remain. 
Table 4 provides the assumption for anticipated cases through 20'10. 

Current year (2009) O&Wl is based on the Revised Control Budget prepared in March 2009. 
It has been adjusted for incremental Pension and W E B  expenses for 2009 ancl to reflect 
the latest projections in spending for the year. Wages are increased by 2% for all 
emptoyees salary grade 27 and below. 

T a b k  5 provides O&M by operating coinpany and for total utility operations. 

Tabk 6 provides total expenditures by operating company and for AEP Consolidated. 
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Revised March 3 1,20 LO 

hierir:an Electric Power 

Key Forecast Assumptions 
Deceniber 2009 

o 

o 

Base Case: Rate relief is planned for July 2010 in the amount of $55M 

A 2009 stori-n expense  deferral of $9.8M in December 2009 and  is planned for 5 year 
amortization beginning in J C ~ Y  201 0. 

Recovery of incremental environmental costs  is assumed  ,through t h e  Enviroiimental 
Surcharge mechanism. 
T h e  OSS pot"ron of Marginal Losses is included with Off System Sales. Starting in 
June 2,008, the  Commission has approved the  recovery of the Marginal Loss LSE 
portion. $'12M of prior period Marginal Losses have  been  recorded in June 2008 to 
be recovered over t he  nexi 12 months. 
Industrial changes  include a new customer,  Kentucky Hydrocarbons, adding I 5  GWh 
per month and  an  expansion at Air Products and Chemicals of 4.3 GWh per  month. 

o 

o 

o 



(in thousands) 

Kentricky Power 

Revenue 
Retail Revenue 
Wholesale 
Sales to Amliates 
Other Operating Revenue 

Total Revenue 

Cost of Sales 
Total Cost of Sales 
Gross Margin 

OPERATING EXPENSES 
Operations & Maintenance 
(Gain)/Loss on Sale of Property 
Asset Impairment & Related Charges 
Taxes Other Than lncoine 
TOTAL OPERATING EXPENSES 
Operating MarginlEBITflA 

Depreciation &. Amortization 
Other Income I (Deductions) 
EBIT 

Total Interest Expense 
Total hicome Taxes 

NET iNcon!E 

BALANCE FOR comniloiv 
Deductions from Wet Income * 

Ainericaii Electric Power 
Income Statement 

2009 - 2013 Forecast 
($000) 

.___- Forecast 
Y e 7  Year Year Year 

2009 2010 201 1 20.1 2 2013 

- 
Year 

489,881 
63,865 
58,320 
17,749 

629.823 
. .__- 

408.926 
220,897 

86,417 

52, 

G O ,  

33,025 
13,046 

e Preferred flividends, Minority Inlerest, Extraordinary (Income}/Loss 



American Electric PoVW 
Cash Flow Statement 
2009 - 2013 Forecast 

(S0001 

I<PS(' c:ise No. 2003-00459 
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Forecast 
Year Year Year Year Year 
2009 2010 2011 2012 2013 (in thousands) 

Kentucky Power 
OPERATING ACTIVITIES 

Balance For Common 
(Income) Loss from Discontinued Operations 
Extraordinary Items, Net 
Net lnconre from Continuing Operations 

23.141 
0 
0 

23.141 

ADJUSTMENTS TO NET INCOME 
lleprecialion & Amoi:iaal~oii 52.078 

0 
Fuel Ovcr/Under Recoven/ 14.773 

Deferred liiconic Taxes 29.709 
(Gain) I I oss 011 Sale of Assets 

Pansion Conir.l~ulion 0 
Cllsnge iii Olfier ldon-Currcrit Asscts and 1 iablities (5,146) 
Orher 32 

'114,388 Casli FIoN before Clinnges in VVnrork'ng (;apilc2! 

CHANGES IN WORKING CAPITAL 

CASH FROM OPERATiONS 

INVESTING ACTIVITIES 
Conshuction Expenditures 
Proceeds From Sale of Assets 
Acquisition of Nuclear Fuel 
Other Inveslments 

Cash used in investing 

FINANCING ACTIVITIES 
Conimoii S:oclc lssucd 
Hybr'd Equity Issued 
I b n g  Term Dzbt Issued 
Preferred Slock Xcdeemed 
Long Term Dclit Redeemed 
shoit Turn Dabt C h m w ,  Net 
Common Dividends 
Prcfei red Dividends 
Capilal Lease Procecds/l.ease Principal Payments 
Otlier Fiiiancing Aclivdies 

Cash ironi flnaiicing 

rota1 Change in Cash 
Beginning Cash Balancs 

Ending Cash Balance 



(in thousands) 

Kentucky Power 

Plant, Properly and Equipment 
Construclion Work in Process 
Depreciation Reserve 
Net Plant and Equipment 

Other Assets 
Total Assets 

LIABILITIES AND E Q U l n  

Common Equity 
Preferred Stock 
Iiybrid Equity 
Long T’erni Debt 
Total Capital 

CURRENT LIABILITIES 
Short Term Debt 
LTU Current 
Other Chn’ent Liabilities 
Total Current Liabilities 

Defer red Liabilities 
Total Capital p1 Liabilities 

American Elec t r ic  Power 
Balance Sheet 

2009 - 2013 Forecast 
($000) 

rmc case ivo. 2009-00459 

D:llctl FefJlll~lly 12, 2010 
AG 1st Sct of Data Requests 

item No. 51 - Public 
Piige 77 of 77 

Forecast 
Year Y e a r  Year Year Year 
2009 2010 201 1 2012 2013 

For Planning Fu1~0605 only. 



(in thousands) 

Kentucky Power 

CAPITALIZATION 
Long Term Dcbt 
Add: Operating Leases 
Add: A/R Factored 
Add: Capital Leases 
Add: Unfunded Pension Obligation 
Less: Securitized Debt 
Less: Spent Nuclear Fuel 
Less: Equity Portion of Hybrid Equily 

Total Long Term Debt 
Short Term Debt 

Total Debt 
Preferred Stock 
Equity Portion of Hybrid Equity 
Coinmon Equity 
Total Capital Incl. ST Debt 

Capitalization Ratios 
Short-term Debt 
Long-term Debt 
Preferred Stock 
Common Equity 

CREDIT RATIOS 

American Electric Power 
Financial Ratios 

2009 - 2013 Forecast 

___-.- Forecast 
Year Year Year Year Year 
2009 2010 2011 2012 2013 

540,722 

1,999 
23,809 

-- 
574,530 I,------''-. 

44 0% 

(As Adjusted for Leases) 
Interest Expense 33,025 
less Securitization Interest 
plus' Capitalized Interest (AFUDC Debt) 276 
plus: Other Intercst Additions ( I )  

Adjusted Interest Expcnse 33,300 

Cash from Operations 
less: Changes in Working Capital 
less: Capitalized Interest (AFUDC Debt) 

plus: Bank of America Settlcnient Addback 
plus: Pension Contribution in Excess of Expense 
less: Securitization Amortization 
plus: Lease Amortization 

Funds from Operations (FFO) 

Funds from Operations tnt Cov. 
FFOlToIal Debt 
Total DebtlTofal Capital 

58.651 
55,737 

(276) 

114,112 

4.4 
19 9% 
57 1% 

(') Includes Adjustment for Interest oil Hybrid Equity Issuances, Lease Interest Expense, and Interest on AIR Sold 
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2009 Coinmitted Forecast - 02 Opeffational Forecast Feb - Dec (no actuals) 
Budgeted 

Operating Company Tons mmBHO 
Receive 

Received 8 $/Fain $lmmBtra 
Kentucky Power 2,672,000 65,435,838 173,235,61F 64.83 2 65 

__. -- 

2059 Not Committed Forecast - 82 Operationaii Forecast Feb - Dec (sao actuals) 
Budgeted 
Received 

Opevatlnag compsny Tons mnBTU Received $ @ T Q ~  $lmrnBthe 
Kentucky Power 10,000 250,000 642,300 64.23 2.57 

2016 Committed Forecast - Q'l Operational Forecast 
trdgeted 

Received 
Qpera'iing Company Toms Received $ $/'[ion SlmmB'r~i 

Kentucky P o w e r  

28'i 1 Not Committed Forecast O'i Ope~atiowtsU Forecast 
Budgeted 
Received 
mmBTU Received $ 5IT~i-i $immBtu 

"& I- 
Y 

Kentucky Power 


