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DIRECT TESTIMONY OF 

GREGORY G. PAULEY, ON BEHALF OF 
KENTUCKY POWER COMPANY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
 

I. INTRODUCTION 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A. My name is Gregory G. Pauley.  My position is President and Chief Operating 2 

Officer (“COO”), Kentucky Power Company (“Kentucky Power” or the 3 

“Company.”)  My business address is 101 A Enterprise Drive, Frankfort, 4 

Kentucky 40601. 5 

II. BACKGROUND 

Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND 6 

BUSINESS EXPERIENCE. 7 

A. I received a Bachelor’s degree from Harding University in May 1973.  I also 8 

graduated from management development programs at The Ohio State University 9 

and Virginia Polytechnic Institute and State University.  I currently serve as 10 

President and COO of Kentucky Power (2010).  From 2006-2010 I was Director – 11 

Public Policy for American Electric Power Service Corporation (“AEPSC”) 12 

working on policy issues affecting the utility industry on a national level. Prior to 13 

that, I served as Kentucky Power’s Governmental/Environmental Affairs manager 14 

from 2001-2006.  I have also held positions at other American Electric Power 15 

Company, Inc. (“AEP”) operating units in community affairs, manager of 16 

distribution services, human resources and accounting at various operations and 17 

generation facilities. 18 
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Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION? 1 

A. Yes.  I provided supplemental testimony and testified in Case No. 2011-000421, 2 

In the Matter of: The Application of AEP Kentucky Transmission Company, Inc. 3 

For A Certificate Of Public Convenience And Necessity To Operate As A 4 

Transmission Only Public Utility. I also provided direct and rebuttal testimony in 5 

Case No. 2012-005782 regarding the Company’s transfer of an undivided 50% 6 

interest in the Mitchell Generating Station, and Case No. 2013-001443 seeking 7 

Commission approval for a biomass renewable energy purchase agreement.  8 

Finally, I provided direct testimony in the Company’s most recent application for 9 

a general increase in rates, Case No. 2013-00197.    10 

III. PURPOSE OF TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 11 

PROCEEDING? 12 

A. I provide an overview of the Company, its request to set retail rates that will 13 

provide approximately $70 million in additional annual revenue, and its 14 
                                                 
1 In the Matter of: The Application of AEP Kentucky Transmission Company, Inc. For A Certificate Of 
Public Convenience And Necessity To Operate As A Transmission Only Public Utility, Case No. 2011-
00142. 
2 In the Matter of: Application of Kentucky Power Company for (1) A Certificate of Public Convenience 
and Necessity Authorizing the Transfer to the Company of an Undivided Fifty Percent Interest in the 
Mitchell Generating Station and Associated Assets; (2) Approval of the Assumption by Kentucky Power 
Company of Certain Liabilities in Connection with the Transfer of the Mitchell Generating Station; (3) 
Declaratory Rulings; (4) Deferral of Costs Incurred in Connection with the Company’s Efforts to Meet 
Federal Clean Air Act Requirements; and (5) All Other Required Approvals and Relief, Case No. 2012-
00578 (“Mitchell Transfer Case”). 
3 In The Matter Of: The Application Of Kentucky Power Company For: (1) The Approval Of The Terms 
And Conditions Of The Renewable Energy Purchase Agreement For Biomass Energy Between The 
Company And ecoPower Generation-Hazard LLC; (2) Authorization To Enter Into The Agreement; (3) The 
Grant Of Certain Declaratory Relief; And (4) The Grant Of All Other Required Approvals And Relief, 
(Case No. 2013-00144). 
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application for Commission approval of its 2014 Environmental Compliance Plan.  1 

I will also introduce the witnesses who will provide testimony in this case in 2 

support of the Company’s requested rate changes and the 2014 Environmental 3 

Compliance Plan. 4 

IV. OVERVIEW OF KENTUCKY POWER’S OPERATIONS 

Q. PLEASE GIVE A BRIEF OVERVIEW OF THE COMPANY AND ITS 5 

OPERATIONS. 6 

A. Kentucky Power is a wholly owned subsidiary of AEP and is engaged in the 7 

generation, purchase, transmission and distribution of electric power.  The 8 

Company serves approximately 172,000 retail customers located in 20 eastern 9 

Kentucky counties.  These customers are served through our distribution 10 

operations headquarters in Ashland, Kentucky (Cannonsburg), with satellite 11 

service centers in Hazard and Pikeville.  The Company also sells electric power at 12 

wholesale rates to the City of Olive Hill and the City of Vanceburg.  The 13 

Company maintains a state office in Frankfort, Kentucky, which houses the office 14 

of president, governmental/environmental affairs, corporate communications, 15 

business operations support and regulatory affairs.  The Company supports the 16 

communities we serve through employee involvement and corporate contributions 17 

to organizations that promote community economic growth and education.  In 18 

addition, the Company further supports its communities and customers by 19 

contributing from shareholder funds $0.15 per residential customer meter per 20 

month  to the Company’s Home Energy Assistance Program.  Similarly, under the 21 

terms of the July 2, 2013 Stipulation and Settlement Agreement in the Mitchell 22 
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Transfer Case, the Company is providing shareholder-supplied funds for 1 

economic development and job training programs in the Company’s service 2 

territory.   3 

On December 31, 2013, Kentucky Power acquired an undivided 50% 4 

interest in the environmentally-controlled Mitchell Generating Station located in 5 

Moundsville, West Virginia, along with its associated liabilities (the “Mitchell 6 

Transfer”).  The Mitchell Transfer is the least-cost alternative to address the 7 

impact of emerging environmental regulations on Kentucky Power’s ability to 8 

meet its customers’ needs, and remains the best choice for its 172,000 customers.  9 

The Company completed the Mitchell Transfer in accordance with the 10 

Commission’s October 7, 2013 Order which approved, with minor modifications 11 

accepted by the Company, the July 2, 2013 Stipulation and Settlement Agreement 12 

in in Case No. 2012-00578 (“Stipulation and Settlement Agreement”).   13 

Q. WILL THERE BE FURTHER CHANGES TO THE COMPANY’S 14 

GENERATION FLEET? 15 

A. Yes. To comply with the Mercury and Air Toxics Rule (“MATS”) rule, the 16 

Company is required to retire Big Sandy Unit 2 on June 1, 2015.  In addition, 17 

because Big Sandy Unit 1 cannot be economically retrofitted with environmental 18 

controls to comply with the MATS rule and continue to operate as a coal-fired 19 

unit, Kentucky Power sought and was granted approval in Case No. 2013-00430 20 

to convert Big Sandy Unit 1 to a gas-fired facility.  It is anticipated the conversion 21 

will be complete, and the unit returned to service as a gas-fired generating facility 22 

in June 2016.   23 
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V. OVERVIEW OF THE COMPANY’S APPLICATION. 

Q. WHAT ARE THE PRINCIPAL REASONS KENTUCKY POWER IS 1 

SEEKING TO ADJUST ITS RATES? 2 

A. Under the Stipulation and Settlement Agreement in the Mitchell Transfer case 3 

(Case No. 2012-00578), Kentucky Power withdrew its then pending base rate 4 

case (Case No. 2013-00197).  The Company filed Case No. 2013-00197 to obtain 5 

full recovery of the Mitchell Transfer through rates during the interim period 6 

between the date of the Mitchell Transfer (January 1, 2014) and the planned 7 

retirement date of Big Sandy Unit 2 (May 31, 2015).  The Stipulation and 8 

Settlement Agreement, by contrast, provides a mechanism through which the 9 

Company recovers only a portion of the costs incurred during the interim period.  10 

It also requires the Company to file a base rate case no later than December 29, 11 

2014.  This filing complies with the Company’s obligations under the Stipulation 12 

and Settlement Agreement.  Obtaining the full recovery of the Company’s share 13 

of the Mitchell Units and compliance with the Stipulation and Settlement 14 

Agreement are the primary drivers behind the Company’s decision to seek an 15 

adjustment to its rates.   16 

The Company is also seeking to adjust its rates to allow for expanded 17 

distribution vegetation management to permit the Company to migrate to a four-18 

year cycle in the most expeditious and cost-effective manner.  This expanded 19 

vegetation management will further enhance system reliability.  Additionally, the 20 

Company is seeking this rate adjustment to recover the expenses it incurs to safely 21 

and reliably provide service to its customers.  22 
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Q. WOULD YOU PROVIDE A BRIEF OVERVIEW OF THE FILING? 1 

A. Kentucky Power is seeking approval of a change in its retail rates that will 2 

provide approximately $70 million in additional annual revenue, an increase of 3 

12.48% over its current revenue requirement.  This increase is based on adjusted 4 

data for the historic test year ending September 30, 2014 and known and 5 

measurable adjustments to that data to present a more accurate picture of the 6 

Company’s operations going forward.  The major components of the Company’s 7 

application which are detailed in the testimonies of the other witnesses include: 8 

• An increase in revenue requirement to fully recover the costs associated 9 
with the Mitchell Transfer and the Big Sandy retirements.  This increase is 10 
approximately $37.7 million or 54% of the total revenue requirement 11 
change. 12 

• An increase in revenue requirement to reflect updated depreciation rates.  13 
This increase is approximately $12.8 million or 18% or the total revenue 14 
requirement change. 15 

• An increase in revenue requirement to reflect increased vegetation 16 
management expenses to permit the Company to implement a four-year 17 
cycle and further enhance distribution system reliability. This increase is 18 
approximately $10.7 million or 15% of the total revenue requirement 19 
change. 20 

• An increase in the revenue requirement to reflect other increases in 21 
operating expenses.  This increase is approximately $8.8 million or 13% 22 
of the total revenue requirement change. 23 

• A 10.62% return on common equity. 24 

• The creation of four new riders: the PJM Rider, Big Sandy Retirement 25 
Rider, Big Sandy 1 Operation Rider, and the NERC Compliance and 26 
Cybersecurity Rider. 27 

• The creation of the Kentucky Economic Development Surcharge. 28 

Q. IS THE COMPANY ALSO SEEKING APPROVAL OF ITS 2014 29 

ENVIRONMENTAL COMPLIANCE PLAN IN THIS APPLICATION? 30 
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A. Yes.  In addition, the Company is seeking in this proceeding recovery of costs 1 

associated with the 2014 Plan.  Further, in accordance with the Stipulation and 2 

Settlement Agreement in Case No. 2012-00578, Kentucky Power is seeking to 3 

recover all costs associated with the Mitchell FGD through the environmental 4 

surcharge. 5 

Q. PLEASE ELABORATE ON THE NEED TO RECOVER INCREASING 6 

EXPENSES. 7 

A. In a nutshell, despite increasing efficiencies, Kentucky Power’s rates no longer 8 

permit the Company to recover the costs of providing reasonable service to its 9 

customers and to provide shareholders with a fair return.  At least part of this is 10 

explained by the fact that Kentucky Power last filed for general rate relief as a 11 

base rate case in 2009 in Case No. 2009-00459. The Settlement Agreement in that 12 

case produced an increase in base retail electric rates of $63.66 million dollars 13 

annually.   14 

These increased costs, along with the increased capitalization resulting 15 

from the Mitchell Transfer have reduced the Company’s return on equity below 16 

levels that are fair, just and reasonable.  For the test year ended September 30, 17 

2014 Kentucky Power’s return on equity was 8.43%.  By contrast, the 18 

Commission-allowed rate of return on equity is 10.5%.  The current case, 2014-19 

00396, has a proposed rate of return on equity of 10.62%.  20 

I believe the cost information presented concerning our test year and the 21 

adjustments to those numbers justify the requested increase in this case. 22 
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Q. PLEASE EXPLAIN WHAT BENEFITS THE CUSTOMERS WILL 1 

RECEIVE FROM INCREASED VEGETATION MANAGEMENT 2 

ACTIVITIES. 3 

A. Distribution system vegetation management is a vital component of maintaining 4 

the Company’s distribution system.  The tree-trimming activities that the 5 

Company is proposing in this case will increase the reliability of the system.  6 

Increased reliability will result in fewer outages for our customers and a safer 7 

system.  The specifics of the proposed vegetation management activities are 8 

discussed in the testimony of Company Witness Phillips. 9 

Q. IS THE COMPANY’S FILING CONSISTENT WITH THE 10 

REQUIREMENTS OF THE MITCHELL STIPULATION? 11 

A. Yes.  As discussed above, the Stipulation and Settlement Agreement in Case No. 12 

2012-00578 required the company to file a base rate case no later than December 13 

29, 2014 using a test year ending September 30, 2014.  The Stipulation and 14 

Settlement Agreement also includes certain provisions that the Company must 15 

propose in this case.  These provisions are outlined below and are described in 16 

more detail in the testimony of other identified company witnesses: 17 

• Pursuant to Paragraph 1 of the Stipulation and Settlement Agreement, the 18 
Company has proposed depreciation rates for Mitchell Units 1 and 2 that 19 
reflect a 2040 retirement date.  More detail about the depreciation rates 20 
proposed for the Mitchell Units can be found in the testimony of Company 21 
Witness Davis. 22 

• Pursuant to Paragraph 3 of the Stipulation and Settlement Agreement, the 23 
Company has proposed combining the current C.I.P.-T.O.D. and Q.P. 24 
tariffs into a new Industrial General Service (I.G.S.) tariff that utilizes the 25 
C.I.P.-T.O.D. rate design.  More detail about the combination of current 26 
tariffs C.I.P.-T.O.D. and Q.P. into a new I.G.S. tariff can be found in the 27 
testimonies of Company Witnesses Rogness and Vaughan. 28 
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• Pursuant to Paragraph 3 of the Stipulation and Settlement Agreement, the 1 
Company has removed all coal-related plant, other coal-related capitalized 2 
costs, and coal-related expenses associated with Big Sandy Unit 1 and all 3 
plant, other capitalized costs, and expenses associated with Big Sandy 4 
Unit 2 from the cost of service study and proposes to recover those costs 5 
via the new Big Sandy Retirement Rider (described as ATR-2 in the 6 
Stipulation and Settlement Agreement).  The treatment of these costs and 7 
the operation of the Big Sandy Retirement Rider is described in the 8 
testimonies of Company Witness Wohnhas and Yoder. 9 

• Pursuant to Paragraph 6 of the Stipulation and Settlement Agreement, the 10 
Company will recover all costs associated with Mitchell Units 1 and 2 flue 11 
gas desulfurization (FGD) equipment through the environmental 12 
surcharge.  The treatment of these costs under the environmental 13 
surcharge is described in the testimony of Company Witness Elliott. 14 

• Pursuant to Paragraph 9 of the Stipulation and Settlement Agreement, the 15 
Company has expanded the availability of service under Tariff C.S.-I.R.P. 16 
to a total contract capacity of 75,000kW.  The changes to Tariff C.S.-17 
I.R.P. are described in the testimony of Company Witness Rogness. 18 

Q. PLEASE DESCRIBE THE PURPOSE OF THE KENTUCKY ECONOMIC 19 

DEVELOPMENT SURCHARGE. 20 

A. Kentucky Power is committed to economic development in its service territory.  21 

Through the Kentucky Power Economic Advancement Program, funded by 22 

shareholders not customers, the Company has recently awarded $200,000 in 23 

development grants for three projects in its service territory.  The Company has 24 

also recently partnered with 12 local banks that provided $75 million in local 25 

bank financing for upcoming capital projects.  This innovative program provides 26 

investment grade opportunities for banks in the Company’s service territory, 27 

thereby diversifying and strengthening their loan portfolios while deploying local 28 

capital to fund local infrastructure development.   In addition, the Company is an 29 

active participant in the recently formed Shaping Our Appalachian Region 30 

(“SOAR”), established by Governor Steve Beshear and Representative Hal 31 
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Rogers to improve the economy and quality of life in Eastern Kentucky – our 1 

service territory. 2 

Through its proposed Kentucky Economic Development Surcharge 3 

(“K.E.D.S.”), the Company seeks to recover $0.15 per month from each billing 4 

account.  The Company will match, with shareholder funds, the amount collected 5 

through the K.E.D.S.  The funds raised through this program will be used to 6 

support key economic development activities within our region.  The details of 7 

the K.E.D.S. program are described in the testimony of Company Witness 8 

Rogness.  The K.E.D.S. will allow the Company to partner with its customers in 9 

supporting needed economic development in its service territory. 10 

Q. WHY IS THE COMPANY PROPOSING A NERC CYBERSECURITY 11 

RIDER? 12 

A. One of the new riders proposed by Kentucky Power in this case is the NERC 13 

Compliance and Cybersecurity Rider (the “NCCR”).  The purpose of the NCCR 14 

is to provide a vehicle for the Company to recover costs incurred in complying 15 

with NERC standards for cybersecurity measures.  As cybersecurity threats grow, 16 

NERC, as the entity responsible for ensuring the reliability of the bulk power 17 

system in North America, is increasing the number of critical infrastructure 18 

protection standards.  These standards can require significant capital investment 19 

and O&M expenditures to ensure compliance.  Kentucky Power and its parent 20 

AEP stand at the forefront of industry efforts to plan and prepare for the NERC 21 

compliance and cybersecurity obligations; however, unforeseen changes in NERC 22 

standards and compliance costs cannot be absorbed into the existing operating 23 
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budget.  The NCCR provides a mechanism for the Company to recover those 1 

costs following Commission review.  More detailed discussions of the need for 2 

and the proposed operation of the NCCR are found in the testimonies of Company 3 

Witnesses Stogran and Wohnhas. 4 

Q. PLEASE DESCRIBE THE TESTIMONY SUPPORTING KENTUCKY 5 

POWER’S APPLICATION? 6 

A. The Company’s proposed changes in annual revenue requirement as well as the 7 

adjustments to test year revenues, operating expenses, rate base and capitalization 8 

are supported by the following witnesses: 9 

WITNESS SUBJECT AREA 
William E. Avera & 
Adrien M. McKenzie Cost of Equity/Return on Equity 

Jeffrey B. Bartsch Taxes and Certain Adjustments 

Andrew R. Carlin Employee Compensation 

David A. Davis Depreciation Study 

Amy J. Elliott Environmental Compliance Plan; Mitchell FGD 
Revenue Requirement 

Jeffery D. LaFleur 

Generation Assets; Reasonableness of the Generation 
non-fuel on going O&M expenses; Support Removal 
of Coal Related Assets from Big Sandy Plant; Support 
the Capital Projects included in the 2014 
Environmental Plan 

Shannon R. Listebarger Jurisdictional COS 

Hugh E. McCoy Pension Plan Costs 

John M. McManus Environmental Issues 

Everett G. Phillips Reliability/Vegetation Management 

Marc D. Reitter Cost of Capital 

John Rogness Adjustments; Tariff Revisions 

Jason M. Stegall Revenue Adjustments; Class Cost of Service Study 

Kevin Stogran NERC Compliance/Cybersecurity 
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WITNESS SUBJECT AREA 

Alex Vaughan 
Big Sandy 1 Operation Rider Revenue Requirement; 
PJM Rider; Certain Adjustments; Off System Sales 
Normalization; Rate Design 

Ranie Wohnhas 
Proposed rate adjustment; tariff revisions; 
capitalization adjustments; amortization of regulatory 
assets and deferred costs; other adjustments; riders 

Jason Yoder 
Revenue Requirement for Big Sandy Retirement 
Rider; Certain Adjustments; Accounting Issues and 
Amortization for Certain Adjustments 

 

Q. ARE THE RATES REQUESTED BY KENTUCKY POWER FAIR, JUST 1 

AND REASONABLE? 2 

A. Yes.  Kentucky Power’s goal is to provide reliable and cost-effective service to its 3 

customers while also producing a reasonable return for its shareholders.  The 4 

fundamental changes facing the electric utility industry, primarily in the form of 5 

evolving and stricter environmental regulations, have forced Kentucky Power into 6 

once-in-a-generation changes in its generation portfolio.  This change in the 7 

generation portfolio necessitates a change in the Company’s annual revenue 8 

requirement.  Kentucky Power’s proposed rate changes represent fair, just and 9 

reasonable rates that will allow it to continue to provide the service that customers 10 

require and the earnings that the Company’s shareholders deserve.  Even with the 11 

proposed increase, the customers of Kentucky Power will continue to enjoy 12 

electricity priced below the national average.   13 

Q. DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY? 14 

A. Yes. 15 
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I. INTRODUCTION 

Q.  PLEASE STATE YOUR NAMES AND BUSINESS ADDRESS. 1 

A. Our names are William E. Avera and Adrien M. McKenzie.  Our business address 2 

is 3907 Red River, Austin, Texas. 3 

Q.  IN WHAT CAPACITY ARE YOU EMPLOYED? 4 

A.  We are financial, economic, and policy consultants to business and government. 5 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 6 

PROFESSIONAL EXPERIENCE. 7 

A. A description of our background and qualifications, including resumes containing 8 

the details of our experience, is attached as Exhibit WEA/AMM 1 (Avera) and 9 

Exhibit WEA/AMM 2 (McKenzie). 10 

Q.  WHAT IS THE PURPOSE OF YOUR TESTIMONY? 11 

A. The purpose of our testimony is to present to the Kentucky Public Service 12 

Commission (“KPSC”) our independent assessment of the fair rate of return on 13 

equity (“ROE”) that Kentucky Power Company (“Kentucky Power” or “the 14 

Company”) should be authorized to earn on its investment in providing electric 15 

utility service.  In addition, we also examined the reasonableness of Kentucky 16 

Power’s capital structure, considering both the specific risks faced by the 17 

Company, as well as other industry guidelines. 18 
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Q. WHICH OF YOU INTENDS TO APPEAR IN THE EVENT OF A 1 

HEARING IN THIS PROCEEDING?  2 

A. While we are jointly sponsoring all aspects of this testimony in its entirety, we 3 

anticipate that Dr. Avera will appear to sponsor our joint testimony and respond to 4 

cross examination in any future hearings before the KPSC in this proceeding.   5 

Q.  PLEASE SUMMARIZE THE INFORMATION AND MATERIALS YOU 6 

RELIED ON TO SUPPORT THE OPINIONS AND CONCLUSIONS 7 

CONTAINED IN YOUR TESTIMONY. 8 

A. We are familiar with the organization, finances, and operations of Kentucky 9 

Power from our firm’s participation in prior proceedings before KPSC.  In 10 

connection with the present filing, we considered and relied upon corporate 11 

disclosures, publicly available financial reports and filings, and other published 12 

information relating to Kentucky Power and its parent company, American 13 

Electric Power Company, Inc. (“AEP”).  We also reviewed information relating 14 

generally to capital market conditions and specifically to investor perceptions, 15 

requirements, and expectations for electric utilities.  These sources, coupled with 16 

our experience in the fields of finance and utility regulation, have given us a 17 

working knowledge of the issues relevant to investors’ required return for 18 

Kentucky Power, and they form the basis of our analyses and conclusions. 19 

Q.  HOW IS YOUR TESTIMONY ORGANIZED? 20 

A. After first summarizing our conclusions and recommendations, we briefly review 21 

the Company’s operations and finances.  We then examine current conditions in 22 

the capital markets and their implications in evaluating a fair ROE for Kentucky 23 
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Power.  With this as a background, we present well-accepted quantitative analyses 1 

of the current cost of equity for a reference group of comparable-risk electric 2 

utilities.  Our ROE recommendations are based on the results of the discounted 3 

cash flow (“DCF”) model, the empirical form of Capital Asset Pricing Model 4 

(“ECAPM”), and an equity risk premium approach based on allowed ROEs for 5 

electric utilities, which are all methods that are commonly relied on in regulatory 6 

proceedings.  Considering the cost of equity estimates indicated by these primary 7 

analyses, a fair ROE for Kentucky Power is evaluated taking into account the 8 

Company’s requirements for financial strength that provides benefits to 9 

customers, as well as flotation costs, which are properly considered in setting a 10 

fair ROE.  11 

Finally, we test our recommended ROE for Kentucky Power against 12 

alternative checks of reasonableness, including the traditional Capital Asset 13 

Pricing Model (“CAPM”), reference to expected rates of return for electric 14 

utilities, and application of the DCF model to a select group of low risk non-15 

utility firms.   16 

II. RETURN ON EQUITY FOR KENTUCKY POWER 

Q.  WHAT IS THE PURPOSE OF THIS SECTION? 17 

A. This section presents our conclusions regarding the fair ROE for Kentucky Power.  18 

This section also discusses the relationship between ROE and preservation of a 19 

utility’s financial integrity and the ability to attract capital.   20 
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A. Summary of Conclusions 

Q. WHAT ARE YOUR FINDINGS REGARDING THE FAIR RATE OF 1 

RETURN ON EQUITY FOR KENTUCKY POWER? 2 

A. Based on the results of our analyses and the economic requirements necessary to 3 

support continuous access to capital, we recommend an ROE for Kentucky Power 4 

of 10.62%.   5 

Q. PLEASE SUMMARIZE THE RESULTS OF THE QUANTITATIVE 6 

ANALYSES ON WHICH YOUR CONCLUSIONS WERE BASED. 7 

A. Our ROE recommendations are based on the results of three primary methods – 8 

the DCF model, the ECAPM, and the risk premium approach.  The cost of 9 

common equity estimates produced by these three primary analyses are presented 10 

on page 1 of Exhibit WEA/AMM 3, and summarized below: 11 

• In order to reflect the risks and prospects associated with Kentucky 12 
Power’s jurisdictional utility operations, our analyses focused on a proxy 13 
group of 13 other utilities with comparable investment risks; 14 

• Based on our evaluation of the strengths and weaknesses of the DCF, 15 
ECAPM, and risk premium methods, we concluded that 10.62% 16 
represents a fair ROE for the proxy group of utilities: 17 

 After considering the relative merits of the alternative growth rates 18 
and giving little weight to the internal, “br+sv” growth measures, 19 
our evaluation of the DCF results implied a cost of equity in the 20 
9.4% to 10.1% range. 21 

 The forward-looking ECAPM estimates suggested an ROE in the 22 
range of 11.3% to 12.4%; 23 

 The utility risk premium approach implies an ROE estimate on the 24 
order of 10.1% to 11.3%; 25 

 Widespread expectations for higher interest rates emphasize the 26 
implication of considering the impact of projected bond yields in 27 
evaluating the results of the ECAPM and risk premium methods; 28 
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 Taken together, these results indicated that the “bare bones cost of 1 
equity,” that is, the cost of equity before flotation costs, falls within 2 
a range of 9.7% to 11.3%, with a midpoint of 10.5%; 3 

 Adding a flotation cost adjustment of 12 basis points to this bare 4 
bones cost of equity resulted in an ROE of 10.62% for the proxy 5 
group. 6 

Apart from the expected upward trend in capital costs, a cost of equity of 10.62% 7 

is consistent with the need to support financial integrity and fund capital 8 

investment even during times of adverse capital market conditions. 9 

Q.  DID YOU EVALUATE OTHER CHECKS OF REASONABLENESS? 10 

A. Yes.  We also performed alternative tests to confirm the results of our primary 11 

methods and our conclusions as to a fair and reasonable ROE for Kentucky 12 

Power.  The results of these well-respected and commonly referenced ROE 13 

benchmarks are presented on page 2 of Exhibit WEA/AMM 3, and summarized 14 

below: 15 

• Applying the traditional CAPM approach implied a current cost of equity 16 
of 10.7% to 11.6%; 17 

• Expected returns for electric utilities suggested an ROE range of 9.9% to 18 
10.6%, excluding any adjustment for flotation costs; and 19 

• Application of the DCF model to a select group of low-risk firms in the 20 
non-utility sector resulted in average ROE estimates ranging from 10.4% 21 
to 10.9%. 22 

• Therefore, these benchmark tests of reasonableness confirm that a 10.62% 23 
ROE falls in the reasonable range to maintain Kentucky Power’s financial 24 
integrity, provide a return commensurate with investments of comparable 25 
risk, and support the Company’s ability to attract capital.   26 
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Q. WHAT IS YOUR CONCLUSION REGARDING THE IMPACT OF 1 

REGULATORY MECHANISMS IN EVALUATING A FAIR ROE FOR 2 

KENTUCKY POWER? 3 

A. Investors recognize that the use of adjustment mechanisms and future test years is 4 

widely prevalent in the utility industry, and the relative impact is already 5 

considered in the data for our proxy group.  As a result, any mitigation in risks 6 

associated with Kentucky Power’s ability to attenuate regulatory lag through 7 

adjustment mechanisms or its election of a future test year is already reflected in 8 

the results of the quantitative methods presented in our testimony.  The KPSC’s 9 

adjustment mechanisms act to level the playing field, placing the Company on 10 

equal footing with its peers in the industry.  As a result, no adjustment to the ROE 11 

is justified or warranted. 12 

Q. WHAT IS YOUR CONCLUSION AS TO THE REASONABLENESS OF 13 

THE COMPANY’S REQUESTED CAPITAL STRUCTURE? 14 

A. The Company’s 46% common equity ratio falls below the average capitalization 15 

maintained by the proxy group of utilities based on data at year-end and near-term 16 

expectations.  Because a capitalization that contains relatively more debt leverage 17 

implies greater financial risk, it also implies a higher required rate of return to 18 

compensate investors for bearing additional uncertainty.  As a result, Kentucky 19 

Power’s capitalization represents a conservative basis on which to calculate an 20 

overall rate of return for the Company.   21 
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III. FUNDAMENTAL ANALYSES 

Q.  WHAT IS THE PURPOSE OF THIS SECTION? 1 

A. As a predicate to subsequent quantitative analyses, this section briefly reviews the 2 

operations and finances of Kentucky Power.  In addition, it examines conditions 3 

in the capital markets and the general economy.  An understanding of the 4 

fundamental factors driving the risks and prospects of electric utilities is essential 5 

in developing an informed opinion of investors’ expectations and requirements 6 

that are the basis of a fair ROE. 7 

A. Kentucky Power Company  

Q. BRIEFLY DESCRIBE KENTUCKY POWER AND ITS ELECTRIC 8 

UTILITY OPERATIONS. 9 

A. Headquartered in Frankfort, Kentucky, Kentucky Power is a wholly-owned 10 

subsidiary of AEP principally engaged in the generation, transmission and 11 

distribution of electric power.  The Company provides electric service to 12 

approximately 172,000 retail customers in eastern Kentucky.  In addition to 13 

providing retail electric utility service, the Company also sells electric power at 14 

wholesale to municipalities and other utilities.  At year-end 2013, Kentucky 15 

Power’s total assets amounted to $2 billion, with total revenues amounting to 16 

approximately $667 million.   17 

Kentucky Power operates approximately 1,858 megawatts (MW) of coal-18 

fired generating capacity, consisting of two units at the Big Sandy plant, and a 19 

50% interest in the Mitchell plant.  The Company also purchases a share of the 20 

Rockport plant under a long-term unit power agreement, and operates under a 21 
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Power Coordination Agreement with Indiana Michigan Power Company and 1 

Appalachian Power Company.  Big Sandy Unit 2 will cease operation as a coal-2 

fired facility in 2015.  The Company has received approval to convert Unit 1 at 3 

Big Sandy to a natural gas fired facility. 4 

The Company’s transmission and distribution facilities consist of over 5 

11,000 miles of transmission and distribution lines.  KPCo is a member of the 6 

PJM Interconnection, LLC (“PJM”), a FERC-approved regional transmission 7 

organization, and provides transmission service pursuant to the PJM Open Access 8 

Transmission Tariff.  The Company’s retail utility operations are subject to the 9 

jurisdiction of the KPSC, with wholesale transmission operations being regulated 10 

by FERC.   11 

Q.  PLEASE DESCRIBE THE AEP SYSTEM. 12 

A. AEP delivers electricity to more than 5 million customers across 11 states, 13 

including Ohio, Indiana, West Virginia, Virginia, Kentucky, Michigan, 14 

Tennessee, Oklahoma, Texas, Louisiana, and Arkansas.  AEP is one of the largest 15 

electric utilities in the U.S., with its combined utility system including over 16 

38,000 MW of generating capacity and over 40,000 miles of transmission lines.  17 

AEP’s electric utility subsidiaries rely primarily on coal-fired generation, which 18 

makes up approximately 60% of total capacity, including purchased power 19 

agreements (“PPAs”).  During 2013, AEP’s revenues totaled approximately $15.4 20 

billion, with total assets at year-end of $56.4 billion.   21 
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Q. WHERE DOES KENTUCKY POWER OBTAIN THE CAPITAL USED TO 1 

FINANCE ITS INVESTMENT IN ELECTRIC UTILITY PLANT? 2 

A. As a wholly-owned subsidiary of AEP, the Company obtains common equity 3 

capital solely from its parent, whose common stock is publicly traded on the New 4 

York Stock Exchange.  In addition to capital supplied by AEP, Kentucky Power 5 

also issues debt securities directly under its own name.   6 

Q. WHAT CREDIT RATINGS HAVE BEEN ASSIGNED TO THE 7 

COMPANY? 8 

A. Kentucky Power is assigned a corporate credit rating of BBB by Standard & 9 

Poor’s Corporation (“S&P”).  While an industry-wide credit review led Moody’s 10 

Investors Service (“Moody’s”) to upgrade the ratings of most electric utilities in 11 

2014,1 Kentucky Power’s long-term issuer rating was left unchanged at Baa2.  12 

Q. DOES KENTUCKY POWER ANTICIPATE THE NEED FOR 13 

ADDITIONAL CAPITAL GOING FORWARD? 14 

A. Yes.  Kentucky Power will require capital investment to provide for necessary 15 

maintenance and replacements of its utility infrastructure, as well as to fund 16 

investment in new facilities.  S&P noted that Kentucky Power “will need external 17 

funding sources” to meet its cash flow needs,2 while Moody’s observed that 18 

additional equity contributions will be required if the Company is to maintain an 19 

appropriate capital structure.3 20 

                                                 

1 Moody’s Investors Service, “US utility sector upgrades driven by stable and transparent regulatory 
frameworks,” Special Comment (Feb. 3, 2014). 
2 Standard & Poor’s Corporation, “Summary: Kentucky Power Co.,” Research (May 5, 2014). 
3 Moody’s Investors Service, “Credit Opinion: Kentucky Power Company,” Global Credit Research (Feb. 
10, 2014). 
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Q. ARE THERE REGULATORY MECHANISMS THAT AFFECT 1 

KENTUCKY POWER’S RATES FOR UTILITY SERVICE? 2 

A. Yes.  In addition to the ability to recover fuel and purchased power costs, 3 

Kentucky Revised Statute 278.183 provides, in part, that “… a utility shall be 4 

entitled to the current recovery of its costs of complying with the Federal Clean 5 

Air Act as amended and those federal, state, or local environmental requirements 6 

which apply to coal combustion wastes and by-products from facilities utilized for 7 

production of energy from coal …”  Consistent with this statutory provision, the 8 

KPSC has approved an environmental cost recovery mechanism (“ECR”) for the 9 

Company that allows for recovery of related costs.  In addition, Kentucky Power 10 

operates under a Demand Side Management (“DSM”) rate mechanism that 11 

provides for recovery of DSM costs – including a provision to earn a return of and 12 

on capital investment for DSM programs.   13 

Q. DOES THE FACT THAT KENTUCKY POWER OPERATES UNDER 14 

CERTAIN REGULATORY MECHANISMS WARRANT ANY 15 

ADJUSTMENT IN YOUR EVALUATION OF A FAIR ROE? 16 

A. No.  Investors recognize that Kentucky Power is exposed to significant risks 17 

associated with the ability to recover rising costs and investment on a timely 18 

basis, and concerns over these risks have become increasingly pronounced in the 19 

industry.  The KPSC’s rate adjustment mechanisms are a tool to address these 20 

risks, but they do not eliminate them.  In addition, investors also recognize that 21 

the heightened scrutiny associated with periodic regulatory review under tracking 22 
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mechanisms exposes the Company to increased risk for retroactive reviews and 1 

disallowances.   2 

While the regulatory mechanisms approved for Kentucky Power partially 3 

attenuate exposure to attrition in an era of rising costs and investment, this 4 

leveling of the playing field only serves to address factors that could otherwise 5 

impair the Company’s opportunity to earn its authorized return, as required by 6 

established regulatory standards.   7 

Q. DO THESE MECHANISMS SET KENTUCKY POWER APART FROM 8 

OTHER FIRMS OPERATING IN THE UTILITY INDUSTRY? 9 

A. No.  Adjustment mechanisms, cost trackers, and reliance on forward-looking test 10 

periods have been increasingly prevalent in the utility industry in recent years.  In 11 

response to the increasing risk sensitivity of investors to uncertainty over 12 

fluctuations in costs and the importance of advancing other public interest goals 13 

such as reliability, energy conservation, and safety, utilities and their regulators 14 

have sought to mitigate some of the cost recovery uncertainty and align the 15 

interest of utilities and their customers through a variety of regulatory 16 

mechanisms. 17 

B. Outlook for Capital Costs 

Q. DO CURRENT CAPITAL MARKET CONDITIONS PROVIDE A 18 

REPRESENTATIVE BASIS ON WHICH TO EVALUATE A FAIR ROE? 19 

A. No. Current capital market conditions reflect the legacy of the “Great Recession,” 20 

and are not representative of what investors expect in the future.  Investors have 21 

had to contend with a level of economic uncertainty and capital market volatility 22 
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that has been unprecedented in recent history.  The ongoing potential for renewed 1 

turmoil in the capital markets has been seen repeatedly, with common stock prices 2 

exhibiting the dramatic volatility that is indicative of heightened sensitivity to 3 

risk.  In response to heightened uncertainties in recent years, investors have 4 

repeatedly sought a safe haven in U.S. government bonds.  As a result of this 5 

“flight to safety,” Treasury bond yields have been pushed significantly lower in 6 

the face of political, economic, and capital market risks.  In addition, the Federal 7 

Reserve has implemented measures designed to push interest rates to historically 8 

low levels in an effort to stimulate the economy and bolster employment and 9 

investor confidence in the face of heightened economic risk. 10 

Q. HOW DO CURRENT YIELDS ON PUBLIC UTILITY BONDS COMPARE 11 

WITH WHAT INVESTORS HAVE EXPERIENCED IN THE PAST? 12 

A.  Despite recent increases, the yields on utility bonds remain near their lowest 13 

levels in modern history.  Figure 1, below, compares the October 2014 average 14 

yield on long-term, triple-B rated utility bonds with those prevailing since 1968: 15 
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FIGURE 1 1 
BBB UTILITY BOND YIELDS – CURRENT VS. HISTORICAL 2 

 
As illustrated above, prevailing capital market conditions, as reflected in the 3 

yields on triple-B utility bonds, are an anomaly when compared with historical 4 

experience.  Similarly, while 10-year Treasury bond yields may reflect a modest 5 

increase from all-time lows of less than 2.0%,4 they are hardly comparable to 6 

historical levels.5  Federal Reserve President Charles Plosser recently observed 7 

that U.S. interest rates are unprecedentedly low, and “outside historical norms.”6 8 

Q. ARE THESE VERY LOW INTEREST RATES EXPECTED TO 9 

CONTINUE? 10 

A. No. Investors do not anticipate that these low interest rates will continue into the 11 

future.  It is widely anticipated that as the economy continues to stabilize and 12 

resumes a more robust pattern of growth, long-term capital costs will increase 13 

significantly from present levels.  Figure 2 below compares current interest rates 14 

                                                 

4 The average yield on 10-year Treasury bonds for the six-months ended October 2014 was 2.46%. 
5 Over the 1968-2014 period illustrated on Figure 2, 10-year Treasury bond yields averaged 6.76%. 
6 Barnato, Katy, “Fed’s Plosser: Low rates ‘should make us nervous’,” CNBC (Nov. 11, 2014). 
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on 30-year Treasury bonds, triple-A rated corporate bonds, and double-A rated 1 

utility bonds with near-term projections from the Value Line Investment Survey 2 

(“Value Line”), IHS Global Insight, Blue Chip Financial Forecasts (“Blue Chip”), 3 

and the Energy Information Administration (“EIA”): 4 

FIGURE 2 
INTEREST RATE TRENDS 

 

These forecasting services are highly regarded and widely referenced, with 5 

FERC incorporating forecasts from IHS Global Insight and the EIA in its 6 

preferred DCF model for natural gas and oil pipelines, as well as for electric 7 

transmission utilities.  As evidenced above, there is a clear consensus in the 8 

investment community that the cost of long-term capital will be significantly 9 

higher over 2015-2019 than it is currently.   10 

Source:
Value Line Investment Survey, Forecast for the U.S. Economy (Aug. 22, 2014)
IHS Global Insight, U.S. Economic Outlook at 79 (May 2014)
Energy Information Administration, Annual Energy Outlook 2014 (May 7, 2014)
Blue Chip Financial Forecasts, Vol. 33, No. 6 (Jun. 1, 2014)
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Q. DO RECENT ACTIONS OF THE FEDERAL RESERVE SUPPORT THE 1 

CONTENTION THAT CURRENT LOW INTEREST RATES WILL 2 

CONTINUE INDEFINITELY?  3 

A. No.  While the Federal Reserve continues to express support for maintaining a 4 

highly accommodative monetary policy and an exceptionally low target range for 5 

the federal funds rate, it has also acted to steadily pare back its monthly bond-6 

buying program.  Citing improvement in the outlook for the labor market and 7 

increasing strength in the broader economy, the Federal Reserve elected to 8 

discontinue further purchases under its bond-buying program at its October 2014 9 

meeting.  Elimination of the Federal Reserve’s bond buying program should 10 

ultimately exert upward pressure on long-term interest rates, with The Wall Street 11 

Journal observing that: 12 

The Fed’s decision to begin trimming its $85 billion monthly bond-13 
buying program is widely expected to result in higher medium-term 14 
and long-term market interest rates.  That means many borrowers, 15 
from home buyers to businesses, will be paying higher rates in the 16 
near future.7 17 

While the Federal Reserve’s tapering announcements and subsequent 18 

conclusion of its asset purchases have moderated uncertainties over just when, 19 

and to what degree, the stimulus program would be altered, investors continue to 20 

face ongoing uncertainties over future modifications that could ultimately affect 21 

how quickly and how much interest rates are affected.   22 

                                                 

7 Hilsenrath, Jon, “Fed Dials Back Bond Buying, Keeps a Wary Eye on Growth,” The Wall Street Journal 
at A1 (Dec. 19, 2013). 
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Q. DOES THE CESSATION OF FURTHER ASSET PURCHASES MARK A 1 

RETURN TO “NORMAL” IN CAPITAL MARKETS? 2 

A. No.  The Federal Reserve continues to exert considerable influence over capital 3 

market conditions through its massive holdings of Treasuries and mortgage-4 

backed securities.  Prior to the initiation of the stimulus program in 2009, the 5 

Federal Reserve’s holdings of U.S. Treasury bonds and notes amounted to 6 

approximately $400 - $500 billion.  With the implementation of its asset purchase 7 

program, balances of Treasury securities and mortgage backed instruments 8 

climbed steadily, and their effect on capital market conditions became more 9 

pronounced.  Table 1 below charts the course of the Federal Reserve’s asset 10 

purchase program: 11 

TABLE 1 
FEDERAL RESERVE BALANCES OF 

TREASURY BONDS AND MORTGAGE-BACKED SECURITIES 

(Billion $) 

 

As illustrated above, far from representing a return to normal, the Federal 12 

Reserve’s holdings of Treasury bonds and mortgage-backed securities now 13 

amount to more than $4 trillion,8 which is an all-time high.   14 

                                                 

8 Federal Reserve Statistical Release, “Factors Affecting Reserve Balances of Depository Institutions and 
Condition Statement of Federal Reserve Banks,” H.4.1, (Oct. 30, 2014). 

2008 410$     
2009 1,618$  
2010 1,939$  
2011 2,423$  
2012 2,512$  
2013 3,597$  
2014 4,065$  
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For now, the Federal Reserve is maintaining its policy of reinvesting 1 

principal payments from these securities – about $16 billion a month – and rolling 2 

over maturing Treasuries at auction.  As the Federal Reserve recently noted: 3 

The Committee is maintaining its existing policy of reinvesting 4 
principal payments from its holdings of agency debt and agency 5 
mortgage-backed securities in agency mortgage-backed securities 6 
and of rolling over maturing Treasury securities at auction.  This 7 
policy, by keeping the Committee's holdings of longer-term 8 
securities at sizable levels, should help maintain accommodative 9 
financial conditions.9 10 

 This continued investment maintains the downward pressure on interest 11 

rates that is the hallmark of the stimulus program and the anomalous conditions 12 

currently characterizing capital markets.  13 

Of course, the corollary to these observations is that changes to this policy 14 

of reinvestment would further reduce stimulus measures and could place 15 

significant upward pressure on bond yields, especially considering the 16 

unprecedented magnitude of the Federal Reserve’s holdings of Treasury bonds 17 

and mortgage-backed securities.  The International Monetary Fund noted, “A lack 18 

of Fed clarity could cause a major spike in borrowing costs that could cause 19 

severe damage to the U.S. recovery and send destructive shockwaves around the 20 

global economy,” adding that, “[a] smooth and gradual upward shift in the yield 21 

curve might be difficult to engineer, and there could be periods of higher volatility 22 

when longer yields jump sharply—as recent events suggest.”10  Similarly, The 23 

Wall Street Journal noted investors’ “hypersensitivity to Fed interest rate 24 

decisions,” and expectations that higher interest rates “may come a bit sooner and 25 

                                                 

9 Federal Open Market Committee, Press Release (Oct. 29, 2014). 
10 Talley, Ian, “IMF Urges ‘Improved’ U.S. Fed Policy Transparency as It Mulls Easy Money Exit,” The 
Wall Street Journal (July 26, 2013). 
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be a touch more aggressive than expected.”11  As a Financial Analysts Journal 1 

article noted: 2 

Because no precedent exists for the massive monetary easing that 3 
has been practiced over the past five years in the United States and 4 
Europe, the uncertainty surrounding the outcome of central bank 5 
policy is so vast. . . . Total assets on the balance sheets of most 6 
developed nations’ central banks have grown massively since 2008, 7 
and the timing of when the banks will unwind those positions is 8 
uncertain.12 9 

These developments highlight continued concerns for investors and 10 

support expectations for higher interest rates as the economy and labor markets 11 

continue to recover.  With the Federal Reserve curtailing the expansion of its 12 

enormous portfolio of Treasuries and mortgage bonds, ongoing concerns over 13 

political stalemate in Washington, the threat of renewed recession in the 14 

Eurozone, and political and economic unrest in Ukraine, the Middle East, and 15 

emerging markets, the potential for significant volatility and higher capital costs is 16 

clearly evident to investors.  17 

Q. WHAT DO THESE EVENTS IMPLY WITH RESPECT TO THE ROE FOR 18 

KENTUCKY POWER MORE GENERALLY? 19 

A. Current capital market conditions continue to reflect the impact of unprecedented 20 

policy measures taken in response to recent dislocations in the economy and 21 

financial markets and ongoing economic and political risks.  As a result, current 22 

capital costs are not representative of what is likely to prevail over the near-term 23 

future.  As FERC recently concluded: 24 
                                                 

11 Jon Hilsenrath and Victoria McGrane, “Yellen Debut Rattles Markets,” Wall Street Journal (Mar. 19, 
2014).  
12 Poole, William, “Prospects for and Ramifications of the Great Central Banking Unwind,” Financial 
Analysts Journal (November/December 2013). 
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[W]e also understand that any DCF analysis may be affected by 1 
potentially unrepresentative financial inputs to the DCF formula, 2 
including those produced by historically anomalous capital market 3 
conditions.  Therefore, while the DCF model remains the 4 
Commission’s preferred approach to determining allowed rate of 5 
return, the Commission may consider the extent to which economic 6 
anomalies may have affected the reliability of DCF analyses …13 7 

This conclusion is supported by comparisons of current conditions to the 8 

historical record and independent forecasts.  As demonstrated earlier, recognized 9 

economic forecasting services project that long-term capital costs will increase 10 

from present levels.   11 

Given investors’ expectations for rising interest rates and capital costs, the 12 

KPSC should consider near-term forecasts for public utility bond yields in 13 

assessing the reasonableness of individual cost of equity estimates and in 14 

evaluating a fair ROE for Kentucky Power from within the range of 15 

reasonableness.  The use of these near-term forecasts for public utility bond yields 16 

is supported below by economic studies that show that equity risk premiums are 17 

higher when interest rates are at very low levels.  18 

IV. COMPARABLE RISK PROXY GROUP 

Q. HOW DID YOU IMPLEMENT QUANTITATIVE METHODS TO 19 

ESTIMATE THE COST OF COMMON EQUITY FOR KENTUCKY 20 

POWER? 21 

A. Application of quantitative methods to estimate the cost of common equity 22 

requires observable capital market data, such as stock prices.  Moreover, even for 23 

a firm with publicly traded stock, the cost of common equity can only be 24 

estimated.  As a result, applying quantitative models using observable market data 25 

                                                 

13  Opinion No. 531, 147 FERC ¶ 61,234 at P 41 (2014). 



AVERA/MCKENZIE - 20 

only produces an estimate that inherently includes some degree of observation 1 

error.  Thus, the accepted approach to increase confidence in the results is to 2 

apply quantitative methods such as the DCF and ECAPM to a proxy group of 3 

publicly traded companies that investors regard as risk-comparable.   4 

Q. WHAT SPECIFIC PROXY GROUP OF UTILITIES DID YOU RELY ON 5 

FOR YOUR ANALYSIS? 6 

A. In order to reflect the risks and prospects associated with Kentucky Power’s 7 

jurisdictional electric utility operations, our analyses focused on a reference group 8 

of other utilities composed of those companies included in Value Line’s electric 9 

utility industry groups with:  10 

1. Corporate credit ratings from Standard & Poor’s Corporation (“S&P”) 11 
of “BBB-”, “BBB”, or “BBB+”; 12 

2. Long-term issuer ratings from Moody’s of “Baa3”, “Baa2”, or “Baa1”; 13 

3. Value Line Safety Rank of “2” or “3”, 14 

4. Market capitalization of $2.4 billion or greater; 15 

5. No ongoing involvement in a major merger or acquisition; and, 16 

6. No cuts in dividend payments during the past three months. 17 

These criteria resulted in a proxy group composed of 13 companies, which we 18 

refer to as the “Electric Group.”14   19 

                                                 

14 As identified in our exhibits, these 13 companies are Ameren Corporation, American Electric Power 
Company, Inc., Black Hills Corporation, CMS Energy Corporation, Entergy Corporation, FirstEnergy 
Corporation, Great Plains Energy Inc., Hawaiian Electric Industries, IDACORP, Inc., PG&E Corporation, 
SCANA Corporation, Sempra Energy, and Westar Energy, Inc. 
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Q. HOW DID YOU EVALUATE THE RISKS OF THE ELECTRIC GROUP 1 

RELATIVE TO KENTUCKY POWER? 2 

A. Our evaluation of relative risk considered four objective, published benchmarks 3 

that are widely relied on in the investment community.  Credit ratings are 4 

assigned by independent rating agencies for the purpose of providing investors 5 

with a broad assessment of the creditworthiness of a firm.  Ratings generally 6 

extend from triple-A (the highest) to D (in default).  Other symbols (e.g., "+" or “-7 

”) are used to show relative standing within a category.  Because the rating 8 

agencies’ evaluation includes virtually all of the factors normally considered 9 

important in assessing a firm’s relative credit standing, corporate credit ratings 10 

provide a broad, objective measure of overall investment risk that is readily 11 

available to investors.  Widely cited in the investment community and referenced 12 

by investors, credit ratings are also frequently used as a primary risk indicator in 13 

establishing proxy groups to estimate the cost of common equity. 14 

While credit ratings provide the most widely referenced benchmark for 15 

investment risks, other quality rankings published by investment advisory services 16 

also provide relative assessments of risks that are considered by investors in 17 

forming their expectations for common stocks.  Value Line’s primary risk 18 

indicator is its Safety Rank, which ranges from “1” (Safest) to “5” (Riskiest).  19 

This overall risk measure is intended to capture the total risk of a stock, and 20 

incorporates elements of stock price stability and financial strength.  Given that 21 

Value Line is perhaps the most widely available source of investment advisory 22 



AVERA/MCKENZIE - 22 

information, its Safety Rank provides useful guidance regarding the risk 1 

perceptions of investors.   2 

Similarly, Value Line’s Financial Strength Rating is designed as a guide to 3 

overall financial strength and creditworthiness, with the key inputs including 4 

financial leverage, business volatility measures, and company size.  Value Line’s 5 

Financial Strength Ratings range from “A++” (strongest) down to “C” (weakest) 6 

in nine steps.  These objective, published indicators incorporate consideration of a 7 

broad spectrum of risks, including financial and business position, relative size, 8 

and exposure to firm-specific factors. 9 

Finally, beta measures a utility’s stock price volatility relative to the 10 

market as a whole, and reflects the tendency of a stock’s price to follow changes 11 

in the market.  A stock that tends to respond less to market movements has a beta 12 

less than 1.00, while stocks that tend to move more than the market have betas 13 

greater than 1.00.  Beta is the only relevant measure of investment risk under 14 

modern capital market theory, and is widely cited in academics and in the 15 

investment industry as a guide to investors’ risk perceptions.  Moreover, in our 16 

experience Value Line is the most widely referenced source for beta in regulatory 17 

proceedings.  As noted in New Regulatory Finance: 18 

Value Line is the largest and most widely circulated independent 19 
investment advisory service, and influences the expectations of a 20 
large number of institutional and individual investors. … Value Line 21 
betas are computed on a theoretically sound basis using a broadly 22 
based market index, and they are adjusted for the regression 23 
tendency of betas to converge to 1.00.15 24 

                                                 

15 Morin, Roger A., “New Regulatory Finance,” Public Utilities Reports at 71 (2006). 
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Q. HOW DO THE OVERALL RISKS OF YOUR PROXY GROUP COMPARE 1 

TO KENTUCKY POWER? 2 

A. Table 2 compares the Electric Group with Kentucky Power across the four key 3 

indicia of investment risk discussed above.  Because the Company has no publicly 4 

traded common stock, the Value Line risk measures shown reflect those published 5 

for its parent, AEP: 6 

TABLE 2 
COMPARISON OF RISK INDICATORS 

  Value Line 

Proxy Group S&P Moody’s 
Safety 
Rank 

Financial 
Strength Beta 

Electric Group BBB Baa2 2 B++ 0.76 

Kentucky Power BBB Baa2 2 A 0.70 

Q. WHAT DOES THIS COMPARISON INDICATE REGARDING 7 

INVESTORS’ ASSESSMENT OF THE RELATIVE RISKS ASSOCIATED 8 

WITH YOUR ELECTRIC GROUP? 9 

A. As shown above, the S&P and Moody’s credit ratings specific to the risks of 10 

Kentucky Power are identical to the averages for the Electric Group.  Similarly, 11 

AEP’s Value Line Safety Rank is identical to the average for the proxy group.  12 

Although the Financial Strength Ranking and beta corresponding to AEP both 13 

suggest somewhat less risk, they fall well within the proxy group range.  14 

Considered together, this comparison of objective measures, which incorporate a 15 

broad spectrum of risks, including financial and business position and exposure to 16 

company specific factors, indicates that investors would likely conclude that the 17 
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overall investment risks for Kentucky Power are comparable to those of the firms 1 

in the Electric Group.   2 

Q. DO THE UTILITIES IN THE ELCTRIC GROUP OPERATE UNDER 3 

VARIOUS REGULATORY MECHANISMS? 4 

A. Yes.  We evaluated the regulatory mechanisms approved for the utilities in the 5 

Electric Group using data reported in the most recent Form 10-K reports filed 6 

with the Securities and Exchange Commission, which is publicly available and 7 

free of charge.16  Reflective of industry trends, the companies in the Electric 8 

Group operate under a variety of regulatory adjustment mechanisms.  As 9 

summarized on Exhibit WEA/AMM 4, these mechanisms are ubiquitous and wide 10 

ranging.  For example, five of the firms benefit from mechanisms that allow for 11 

cost recovery of infrastructure investment outside a formal rate proceeding.  Many 12 

of these utilities operate under revenue decoupling and other mechanisms that 13 

insulate the utility from volatility related to fluctuations in sales volumes, as well 14 

as the ability to implement periodic rate adjustments to reflect changes in a 15 

diverse range of operating and capital costs, including expenditures related to 16 

environmental mandates, conservation programs, transmission costs, and storm 17 

recovery efforts.   18 

Q. IS AN EVALUATION OF THE CAPITAL STRUCTURE MAINTAINED BY 19 

A UTILITY RELEVANT IN ASSESSING ITS RETURN ON EQUITY? 20 

A. Yes.  Other things equal, a higher debt ratio, or lower common equity ratio, 21 

translates into increased financial risk for all investors.  A greater amount of debt 22 
                                                 

16 Because this information is widely referenced by the investment community, it is also directly relevant to 
an evaluation of the risks and prospects that determine the cost of equity. 
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means more investors have a senior claim on available cash flow, thereby 1 

reducing the certainty that each will receive his contractual payments.  This 2 

increases the risks to which lenders are exposed, and they require correspondingly 3 

higher rates of interest.  From common shareholders’ standpoint, a higher debt 4 

ratio means that there are proportionately more investors ahead of them, thereby 5 

increasing the uncertainty as to the amount of cash flow, if any, that will remain. 6 

Q. WHAT COMMON EQUITY RATIO IS USED IN KENTUCKY POWER’S 7 

CAPITAL STRUCTURE? 8 

A. As supported in the testimony of Company Witness Reitter, the Company is 9 

proposing a common equity ratio of approximately 46%. 10 

Q. HOW DOES THIS COMPARE TO THE AVERAGE CAPITALIZATION 11 

MAINTAINED BY THE ELECTRIC GROUP? 12 

A. As shown on Exhibit WEA/AMM 5, common equity ratios for the individual 13 

firms in the Electric Group ranged from a low of 31.3% to a high of 53.6% at 14 

year-end 2013, and averaged 47.5%.  Meanwhile, Value Line’s three-to-five year 15 

forecast indicates an average common equity ratio of 48.3% for the Electric 16 

Group, with the individual equity ratios ranging from 37.0% to 56.0%.  17 

Q. WHAT OTHER FACTORS DO INVESTORS CONSIDER IN THEIR 18 

ASSESSMENT OF A COMPANY’S CAPITAL STRUCTURE? 19 

A. Utilities are facing significant capital investment plans, uncertainties over 20 

accommodating future environmental mandates, and ongoing regulatory risks.  21 

Coupled with the potential for turmoil in capital markets, these considerations 22 

warrant a stronger balance sheet to deal with an increasingly uncertain 23 
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environment.  A more conservative financial profile, in the form of a higher 1 

common equity ratio, is consistent with increasing uncertainties and the need to 2 

maintain the continuous access to capital that is required to fund operations and 3 

necessary system investment, even during times of adverse capital market 4 

conditions.   5 

In addition, depending on their specific attributes, contractual agreements 6 

or other obligations that require the utility to make specified payments may be 7 

treated as debt in evaluating the Company’s financial risk.  For example, PPAs 8 

and leases typically obligate the utility to make specified minimum contractual 9 

payments.  Because investors consider the debt impact of such fixed obligations 10 

in assessing a utility’s financial position, they imply greater risk and reduced 11 

financial flexibility.  Unless the utility takes action to offset this additional 12 

financial risk by maintaining a higher equity ratio, or takes other action to 13 

mitigate any additional financial risk, as we understand Kentucky Power has 14 

attempted in connection with the ecoPower REPA, the resulting leverage will 15 

weaken its creditworthiness and imply greater risk.  16 

Q. WHAT DOES THIS EVIDENCE SUGGEST WITH RESPECT TO THE 17 

COMPANY’S PROPOSED CAPITAL STRUCTURE? 18 

A. The 46% common equity ratio requested by Kentucky Power falls below the 19 

average for the Electric Group at year-end 2013 and the 48.3% equity ratio based 20 

on Value Line’s expectations for these utilities over the near-term.  Because a 21 

capitalization that contains relatively more debt leverage implies greater financial 22 

risk, it also implies a higher required rate of return to compensate investors for 23 
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bearing additional uncertainty.  Based on our evaluation, we conclude that 1 

Kentucky Power’s requested capital structure represents a conservative mix of 2 

capital sources from which to calculate the overall rate of return.   3 

V. CAPITAL MARKET ESTIMATES 

Q.  WHAT IS THE PURPOSE OF THIS SECTION? 4 

A. This section presents capital market estimates of the cost of equity.  First, we 5 

address the concept of the cost of common equity, along with the risk-return 6 

tradeoff principle fundamental to capital markets.  Next, we describe DCF, 7 

ECAPM, and risk premium analyses conducted to estimate the cost of common 8 

equity for the proxy group of comparable risk firms. Finally, we examine flotation 9 

costs, which are properly considered in evaluating a fair rate of return on equity. 10 

A. Economic Standards 

Q. WHAT ROLE DOES THE RATE OF RETURN ON COMMON EQUITY 11 

PLAY IN A UTILITY’S RATES? 12 

A. The ROE compensates common equity investors for the use of their capital to 13 

finance the plant and equipment necessary to provide utility service.  This 14 

investment is necessary to finance the asset base needed to provide utility service.  15 

Investors will commit money to a particular investment only if they expect it to 16 

produce a return commensurate with those from other investments with 17 

comparable risks.  To be consistent with sound regulatory economics and the 18 
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standards set forth by the United States Supreme Court in the Bluefield17 and 1 

Hope18 cases, a utility’s allowed ROE should be sufficient to: (1) fairly 2 

compensate investors for capital invested in the utility, (2) enable the utility to 3 

offer a return adequate to attract new capital on reasonable terms, and (3) 4 

maintain the utility’s financial integrity.  Meeting these objectives allows the 5 

utility to fulfill its obligation to provide reliable service while meeting the needs 6 

of customers through necessary system expansion. 7 

Q. WHAT FUNDAMENTAL ECONOMIC PRINCIPLE UNDERLIES THE 8 

COST OF EQUITY CONCEPT? 9 

A. The fundamental economic principle underlying the cost of equity concept is the 10 

notion that investors are risk averse.  In capital markets where relatively risk-free 11 

assets are available (e.g., U.S. Treasury securities), investors can be induced to 12 

hold riskier assets only if they are offered a premium, or additional return, above 13 

the rate of return on a risk-free asset.  Because all assets compete with each other 14 

for investor funds, riskier assets must yield a higher expected rate of return than 15 

safer assets to induce investors to invest and hold them. 16 

Given this risk-return tradeoff, the required rate of return (k) from an asset 17 

(i) can generally be expressed as: 18 

                                                 

17 Bluefield Water Works & Improvement Co. v. Pub. Serv. Comm'n, 262 U.S. 679 (1923). 
18 Fed. Power Comm'n v. Hope Natural Gas Co., 320 U.S. 591 (1944). 
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        k i    = Rf +RPi 1 

      where:  Rf    = Risk-free rate of return, and 2 
RPi = Risk premium required to hold riskier asset i. 3 

Thus, the required rate of return for a particular asset at any time is a function of:  4 

(1) the yield on risk-free assets, and (2) the asset’s relative risk, with investors 5 

demanding correspondingly larger risk premiums for bearing greater risk. 6 

Q. IS THERE EVIDENCE THAT THE RISK-RETURN TRADEOFF 7 

PRINCIPLE ACTUALLY OPERATES IN THE CAPITAL MARKETS? 8 

A. Yes.  The risk-return tradeoff can be readily documented in segments of the 9 

capital markets where required rates of return can be directly inferred from market 10 

data and where generally accepted measures of risk exist.  Bond yields, for 11 

example, reflect investors’ expected rates of return, and bond ratings measure the 12 

risk of individual bond issues.  Comparing the observed yields on government 13 

securities, which are considered free of default risk, to the yields on bonds of 14 

various rating categories demonstrates that the risk-return tradeoff does, in fact, 15 

exist. 16 

Q. DOES THE RISK-RETURN TRADEOFF OBSERVED WITH FIXED 17 

INCOME SECURITIES EXTEND TO COMMON STOCKS AND OTHER 18 

ASSETS? 19 

A.  It is widely accepted that the risk-return tradeoff evidenced with long-term debt 20 

extends to all assets.  Documenting the risk-return tradeoff for assets other than 21 

fixed income securities, however, is complicated by two factors.  First, there is no 22 

standard measure of risk applicable to all assets.  Second, for most assets – 23 

including common stock – required rates of return cannot be directly observed.  24 
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Yet there is every reason to believe that investors exhibit risk aversion in deciding 1 

whether or not to hold common stocks and other assets, just as when choosing 2 

among fixed-income securities. 3 

Q. IS THIS RISK-RETURN TRADEOFF LIMITED TO DIFFERENCES 4 

BETWEEN FIRMS? 5 

A. No. The risk-return tradeoff principle applies not only to investments in different 6 

firms, but also to different securities issued by the same firm.  The securities 7 

issued by a utility vary considerably in risk because they have different 8 

characteristics and priorities.  As noted earlier, long-term debt is senior among all 9 

capital in its claim on a utility’s net revenues and is, therefore, the least risky.  10 

The last investors in line are common shareholders.  They receive only the net 11 

revenues, if any, remaining after all other claimants have been paid.  As a result, 12 

the rate of return that investors require from a utility’s common stock, the most 13 

junior and riskiest of its securities, must be considerably higher than the yield 14 

offered by the utility’s senior, long-term debt. 15 

Q. DOES THE FACT THAT KENTUCKY POWER IS A SUBSIDIARY OF 16 

AEP IN ANY WAY ALTER THESE FUNDAMENTAL STANDARDS 17 

UNDERLYING A FAIR ROE? 18 

A. No. While the Company has no publicly traded common stock and AEP is its only 19 

shareholder, this does not change the standards governing the determination of a 20 

fair ROE for Kentucky Power.  Ultimately, the common equity that is required to 21 

support the utility operations of Kentucky Power must be raised in the capital 22 

markets, where investors consider the Company’s ability to offer a rate of return 23 
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that is competitive with other risk-comparable alternatives.  The Company must 1 

compete with other investment opportunities and unless there is a reasonable 2 

expectation that investors will have the opportunity to earn returns commensurate 3 

with the underlying risks, capital will be allocated elsewhere, Kentucky Power’s 4 

financial integrity will be weakened, and investors will demand an even higher 5 

rate of return.  Kentucky Power’s ability to offer a reasonable return on 6 

investment is a necessary ingredient in ensuring that customers continue to enjoy 7 

economical rates and reliable service. 8 

Q.  WHAT DOES THE ABOVE DISCUSSION IMPLY WITH RESPECT TO 9 

ESTIMATING THE COST OF COMMON EQUITY FOR A UTILITY? 10 

A. Although the cost of common equity cannot be observed directly, it is a function 11 

of the returns available from other investment alternatives and the risks to which 12 

the equity capital is exposed.  Because it is not readily observable, the cost of 13 

common equity for a particular utility must be estimated by analyzing information 14 

about capital market conditions generally, assessing the relative risks of the 15 

company specifically, and employing various quantitative methods that focus on 16 

investors’ required rates of return.  These various quantitative methods typically 17 

attempt to infer investors’ required rates of return from stock prices, interest rates, 18 

or other capital market data. 19 
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B. Discounted Cash Flow Analyses 

Q. HOW IS THE DCF MODEL USED TO ESTIMATE THE COST OF 1 

COMMON EQUITY? 2 

A. DCF models attempt to replicate the market valuation process that sets the price 3 

investors are willing to pay for a share of a company’s stock.  The model rests on 4 

the assumption that investors evaluate the risks and expected rates of return from 5 

all securities in the capital markets.  Given these expectations, the price of each 6 

stock is adjusted by the market until investors are adequately compensated for the 7 

risks they bear.  Therefore, we can look to the market to determine what investors 8 

believe a share of common stock is worth.  By estimating the cash flows investors 9 

expect to receive from the stock in the way of future dividends and capital gains, 10 

we can calculate their required rate of return.  That is, the cost of equity is the 11 

discount rate that equates the current price of a share of stock with the present 12 

value of all expected cash flows from the stock.  The formula for the general form 13 

of the DCF model is as follows: 14 
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where:  P0 =  Current price per share; 
  Pt =  Expected future price per share in period t; 

    Dt =  Expected dividend per share in period t; 
    ke =  Cost of common equity. 
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Q. WHAT FORM OF THE DCF MODEL IS CUSTOMARILY USED TO 1 

ESTIMATE THE COST OF COMMON EQUITY IN RATE CASES? 2 

A. Rather than developing annual estimates of cash flows into perpetuity, the DCF 3 

model can be simplified to a “constant growth” form:19 4 
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where: g = Investors’ long-term growth expectations. 5 

The cost of common equity (ke) can be isolated by rearranging terms within the 6 

equation: 7 
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This constant growth form of the DCF model recognizes that the rate of return to 8 

stockholders consists of two parts: 1) dividend yield (D1/P0); and, 2) growth (g).  9 

In other words, investors expect to receive a portion of their total return in the 10 

form of current dividends and the remainder through price appreciation. 11 

Q.  WHAT FORM OF THE DCF MODEL DID YOU USE? 12 

A. We applied the constant growth DCF model to estimate the cost of common 13 

equity for Kentucky Power, which is the form of the model most commonly relied 14 

                                                 

19 The constant growth DCF model is dependent on a number of strict assumptions, which in practice are 
never met.  These include a constant growth rate for both dividends and earnings; a stable dividend payout 
ratio; the discount rate exceeds the growth rate; a constant growth rate for book value and price; a constant 
earned rate of return on book value; no sales of stock at a price above or below book value; a constant 
price-earnings ratio; a constant discount rate (i.e., no changes in risk or interest rate levels and a flat yield 
curve); and all of the above extend to infinity. 
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on to establish the cost of common equity for traditional regulated utilities and the 1 

method most often referenced by regulators.   2 

Q. HOW IS THE CONSTANT GROWTH FORM OF THE DCF MODEL 3 

TYPICALLY USED TO ESTIMATE THE COST OF COMMON EQUITY? 4 

A. The first step in implementing the constant growth DCF model is to determine the 5 

expected dividend yield (D1/P0) for the firm in question.  This is usually 6 

calculated based on an estimate of dividends to be paid in the coming year divided 7 

by the current price of the stock.  The second step is to estimate investors’ long-8 

term growth expectations (g) for the firm.  The final step is to sum the firm’s 9 

dividend yield and estimated growth rate to arrive at an estimate of its cost of 10 

common equity. 11 

Q. HOW DID YOU DETERMINE THE DIVIDEND YIELD FOR THE 12 

ELECTRIC GROUP? 13 

A. Estimates of dividends to be paid by each of these utilities over the next twelve 14 

months, obtained from Value Line, served as D1.  This annual dividend was then 15 

divided by the corresponding 30-day average stock price  at October 31, 2014 for 16 

each utility to arrive at the expected dividend yield.  The expected dividends, 17 

stock prices, and resulting dividend yields for the firms in the Electric Group are 18 

presented on page 1 of Exhibit WEA/AMM 6.  As shown there, dividend yields 19 

for the firms in the Electric Group ranged from 2.6% to 4.6%. 20 
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Q. WHAT IS THE NEXT STEP IN APPLYING THE CONSTANT GROWTH 1 

DCF MODEL? 2 

A. The next step is to evaluate long-term growth expectations, or “g”, for the firm in 3 

question.  In constant growth DCF theory, earnings, dividends, book value, and 4 

market price are all assumed to grow in lockstep, and the growth horizon of the 5 

DCF model is infinite.  But implementation of the DCF model is more than just a 6 

theoretical exercise; it is an attempt to replicate the mechanism investors used to 7 

arrive at observable stock prices.  A wide variety of techniques can be used to 8 

derive growth rates, but the only “g” that matters in applying the DCF model is 9 

the value that investors expect.  10 

Q. WHAT ARE INVESTORS MOST LIKELY TO CONSIDER IN 11 

DEVELOPING THEIR LONG-TERM GROWTH EXPECTATIONS? 12 

A. Given that DCF model is solely concerned with replicating the forward-looking 13 

evaluation of real-world investors, in the case of utilities, dividend growth rates 14 

are not likely to provide a meaningful guide to investors’ current growth 15 

expectations.  This is because utilities have significantly altered their dividend 16 

policies in response to more accentuated business risks in the industry, with the 17 

payout ratios falling significantly.  As a result of this trend towards a more 18 

conservative payout ratio, dividend growth in the utility industry has remained 19 

largely stagnant as utilities conserve financial resources to provide a hedge 20 

against heightened uncertainties.   21 

A measure that plays a pivotal role in determining investors’ long-term 22 

growth expectations are future trends in earnings per share (“EPS”), which 23 
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provide the source for future dividends and ultimately support share prices.  The 1 

importance of earnings in evaluating investors’ expectations and requirements is 2 

well accepted in the investment community, and surveys of analytical techniques 3 

relied on by professional analysts indicate that growth in earnings is far more 4 

influential than trends in dividends per share (“DPS”).   5 

The availability of projected EPS growth rates also is key to investors 6 

relying on this measure as compared to future trends in DPS.  Apart from Value 7 

Line, investment advisory services do not generally publish comprehensive DPS 8 

growth projections, and this scarcity of dividend growth rates relative to the 9 

abundance of earnings forecasts attests to their relative influence.  The fact that 10 

securities analysts focus on EPS growth, and that DPS growth rates are not 11 

routinely published, indicates that projected EPS growth rates are likely to 12 

provide a superior indicator of the future long-term growth expected by investors.   13 

Q. DO THE GROWTH RATE PROJECTIONS OF SECURITY ANALYSTS 14 

CONSIDER HISTORICAL TRENDS? 15 

A. Yes.  Professional security analysts study historical trends extensively in 16 

developing their projections of future earnings.  Hence, to the extent there is any 17 

useful information in historical patterns, that information is incorporated into 18 

analysts’ growth forecasts. 19 
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Q. DID PROFESSOR MYRON J. GORDON, WHO ORIGINATED THE DCF 1 

APPROACH, RECOGNIZE THE PIVOTAL ROLE THAT EARNINGS 2 

PLAY IN FORMING INVESTORS’ EXPECTATIONS? 3 

A. Yes.  Dr. Gordon specifically recognized that “it is the growth that investors 4 

expect that should be used” in applying the DCF model and he concluded: 5 

A number of considerations suggest that investors may, in fact, use 6 
earnings growth as a measure of expected future growth.”20 7 

Q. ARE ANALYSTS’ ASSESSMENTS OF GROWTH RATES APPROPRIATE 8 

FOR ESTIMATING INVESTORS’ REQUIRED RETURN USING THE 9 

DCF MODEL? 10 

A. Yes.  In applying the DCF model to estimate the cost of common equity, the only 11 

relevant growth rate is the forward-looking expectations of investors that are 12 

captured in current stock prices.  Investors, just like securities analysts and others 13 

in the investment community, do not know how the future will actually turn out.  14 

They can only make investment decisions based on their best estimate of what the 15 

future holds in the way of long-term growth for a particular stock, and securities 16 

prices are constantly adjusting to reflect their assessment of available information. 17 

Any claims that analysts’ estimates are not relied upon by investors are 18 

illogical given the reality of a competitive market for investment advice.  If 19 

financial analysts’ forecasts do not add value to investors’ decision making, then 20 

it is irrational for investors to pay for these estimates.  Similarly, those financial 21 

analysts who fail to provide reliable forecasts will lose out in competitive markets 22 

                                                 

20 Gordon, Myron J., “The Cost of Capital to a Public Utility,” MSU Public Utilities Studies at 89 (1974). 
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relative to those analysts whose forecasts investors find more credible.  The 1 

reality that analyst estimates are routinely referenced in the financial media and in 2 

investment advisory publications, as well as the continued success of services 3 

such as Thomson Reuters and Value Line, provides strong evidence that investors 4 

use them as a basis for their expectations. 5 

While the projections of securities analysts may be proven optimistic or 6 

pessimistic in hindsight, this is irrelevant in assessing the expected growth that 7 

investors have incorporated into current stock prices, and any bias in analysts’ 8 

forecasts – whether pessimistic or optimistic – is irrelevant if investors share 9 

analysts’ views.  Earnings growth projections of security analysts provide the 10 

most frequently referenced guide to investors’ views and are widely accepted in 11 

applying the DCF model.  As explained in New Regulatory Finance: 12 

Because of the dominance of institutional investors and their 13 
influence on individual investors, analysts’ forecasts of long-run 14 
growth rates provide a sound basis for estimating required returns.  15 
Financial analysts exert a strong influence on the expectations of 16 
many investors who do not possess the resources to make their own 17 
forecasts, that is, they are a cause of g [growth].  The accuracy of 18 
these forecasts in the sense of whether they turn out to be correct is 19 
not an issue here, as long as they reflect widely held expectations.21 20 

                                                 

21 Morin, Roger A., “New Regulatory Finance,” Public Utilities Reports, Inc. at 298 (2006) (emphasis 
added). 
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Q. WHAT ARE SECURITY ANALYSTS CURRENTLY PROJECTING IN 1 

THE WAY OF GROWTH FOR THE FIRMS IN THE UTILITY PROXY 2 

GROUP? 3 

A. The earnings growth projections for each of the firms in the Electric Group 4 

reported by Value Line, IBES, Zacks Investment Research (“Zacks”), and Reuters 5 

are displayed on page 2 of Exhibit WEA/AMM 6.22 6 

Q. HOW ELSE ARE INVESTORS’ EXPECTATIONS OF FUTURE LONG-7 

TERM GROWTH PROSPECTS OFTEN ESTIMATED WHEN APPLYING 8 

THE CONSTANT GROWTH DCF MODEL? 9 

A. In constant growth theory, growth in book equity will be equal to the product of 10 

the earnings retention ratio (one minus the dividend payout ratio) and the earned 11 

rate of return on book equity.  Furthermore, if the earned rate of return and the 12 

payout ratio are constant over time, growth in earnings and dividends will be 13 

equal to growth in book value.  Despite the fact that these conditions are never 14 

met in practice, this “sustainable growth” approach may provide a rough guide for 15 

evaluating a firm’s growth prospects and is frequently proposed in regulatory 16 

proceedings.   17 

The sustainable growth rate is calculated by the formula, g = br+sv, where 18 

“b” is the expected retention ratio, “r” is the expected earned return on equity, “s” 19 

is the percent of common equity expected to be issued annually as new common 20 

stock, and “v” is the equity accretion rate.  Under DCF theory, the “sv” factor is a 21 

component of the growth rate designed to capture the impact of issuing new 22 
                                                 

22 Formerly I/B/E/S International, Inc., IBES growth rates are now compiled and published by Thomson 
Reuters. 
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common stock at a price above, or below, book value.  The sustainable, “br+sv” 1 

growth rates for each firm in the Electric Group are summarized on page 2 of 2 

Exhibit WEA/AMM 6, with the underlying details being presented on Exhibit 3 

WEA/AMM 7.23   4 

Q. ARE THERE SIGNIFICANT SHORTCOMINGS ASSOCIATED WITH 5 

THE “BR+SV” GROWTH RATE? 6 

A. Yes.  First, in order to calculate the sustainable growth rate, it is necessary to 7 

develop estimates of investors’ expectations for four separate variables; namely, 8 

“b”, “r”, “s”, and “v.”  Given the inherent difficulty in forecasting each parameter 9 

and the difficulty of estimating the expectations of investors, the potential for 10 

measurement error is significantly increased when using four variables, as 11 

opposed to referencing a direct projection for EPS growth.  Second, empirical 12 

research in the finance literature indicates that sustainable growth rates are not as 13 

significantly correlated to measures of value, such as share prices, as are analysts’ 14 

EPS growth forecasts.24  15 

The “sustainable growth” approach was included for completeness, but 16 

evidence indicates that analysts’ forecasts provide a superior and more direct 17 

guide to investors’ growth expectations.  Accordingly, we give less weight to cost 18 

of equity estimates based on br+sv growth rates in evaluating the results of the 19 

DCF model. 20 

                                                 

23 Because Value Line reports end-of-year book values, an adjustment factor was incorporated to compute 
an average rate of return over the year, which is consistent with the theory underlying this approach.  
24 Morin, Roger A., “New Regulatory Finance,” Public Utilities Reports, Inc., at 307 (2006).  
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Q. WHAT COST OF COMMON EQUITY ESTIMATES WERE IMPLIED 1 

FOR THE ELECTRIC GROUP USING THE DCF MODEL? 2 

A. After combining the dividend yields and respective growth projections for each 3 

utility, the resulting cost of common equity estimates are shown on page 3 of 4 

Exhibit WEA/AMM 6. 5 

Q. IN EVALUATING THE RESULTS OF THE CONSTANT GROWTH DCF 6 

MODEL, IS IT APPROPRIATE TO ELIMINATE ESTIMATES THAT ARE 7 

EXTREME LOW OR HIGH OUTLIERS? 8 

A. Yes.  In applying quantitative methods to estimate the cost of equity, it is essential 9 

that the resulting values pass fundamental tests of reasonableness and economic 10 

logic.  Accordingly, DCF estimates that are implausibly low or high should be 11 

eliminated when evaluating the results of this method.   12 

Q. HOW DID YOU EVALUATE DCF ESTIMATES AT THE LOW END OF 13 

THE RANGE? 14 

A. We based our evaluation of DCF estimates at the low end of the range on the 15 

fundamental risk-return tradeoff, which holds that investors will only take on 16 

more risk if they expect to earn a higher rate of return to compensate them for the 17 

greater uncertainly.  Because common stocks lack the protections associated with 18 

an investment in long-term bonds, a utility’s common stock imposes far greater 19 

risks on investors.  As a result, the rate of return that investors require from a 20 

utility’s common stock is considerably higher than the yield offered by senior, 21 

long-term debt.  Consistent with this principle, DCF results that are not 22 
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sufficiently higher than the yield available on less risky utility bonds must be 1 

eliminated.   2 

Q.  HAVE SIMILAR TESTS BEEN APPLIED BY REGULATORS? 3 

A. Yes.  FERC has noted that adjustments are justified where applications of the 4 

DCF approach produce illogical results.  FERC evaluates DCF results against 5 

observable yields on long-term public utility debt and has recognized that it is 6 

appropriate to eliminate estimates that do not sufficiently exceed this threshold.25  7 

FERC recently affirmed that: 8 

The purpose of the low-end outlier test is to exclude from the proxy 9 
group those companies whose ROE estimates are below the average 10 
bond yield or are above the average bond yield but are sufficiently 11 
low that an investor would consider the stock to yield essentially the 12 
same return as debt.  In public utility ROE cases, the Commission 13 
has used 100 basis points above the cost of debt as an approximation 14 
of this threshold, but has also considered the distribution of proxy 15 
group companies to inform its decision on which companies are 16 
outliers.  As the Presiding Judge explained, this is a flexible test.26   17 

Q. WHAT INTEREST RATE BENCHMARK DID YOU CONSIDER IN 18 

EVALUATING THE DCF RESULTS FOR KENTUCKY POWER? 19 

A. As noted earlier, the S&P and Moody’s ratings for Kentucky Power and the 20 

Electric Group are BBB+ and Baa1, respectively, which fall in the triple-B rating 21 

category. Accordingly, we referenced average yields on triple-B utilities bonds as 22 

one benchmark in evaluating low-end DCF results.  Monthly yields on triple-B 23 

                                                 

25 See, e.g., Southern California Edison Co., 131 FERC ¶ 61,020 at P 55 (2010) (“SoCal Edison”). 
26 Martha Coakley et al., v. Bangor Hydro-Electric Company, et al., Opinion No. 531, 147 FERC ¶ 61,234 
at P 122 (2014). 
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bonds reported by Moody’s averaged approximately 4.7% over the six months 1 

ended October 2014.27   2 

Q. WHAT ELSE SHOULD BE CONSIDERED IN EVALUATING DCF 3 

ESTIMATES AT THE LOW END OF THE RANGE? 4 

A. As indicated earlier, while corporate bond yields have declined substantially as 5 

the worst of the financial crisis has abated, it is generally expected that long-term 6 

interest rates will rise as the economy returns to a more normal pattern of growth.  7 

As shown in Table 3 below, forecasts of IHS Global Insight and the EIA imply an 8 

average triple-B bond yield of approximately 6.8% over the period 2015-2019: 9 

TABLE 3 
IMPLIED BBB BOND YIELD 

 

The increase in debt yields anticipated by IHS Global Insight and EIA is also 10 

supported by the widely referenced Blue Chip Financial Forecasts, which projects 11 

                                                 

27 Moody’s Investors Service, http://credittrends.moodys.com/chartroom.asp?c=3. 
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that yields on corporate bonds will climb on the order of 200 basis points through 1 

2019.28   2 

Q. WHAT DOES THIS TEST OF LOGIC IMPLY WITH RESPECT TO THE 3 

DCF RESULTS FOR THE ELECTRIC GROUP? 4 

A. Adding FERC’s 100 basis-point premium to the historical and projected average 5 

utility bond yields implies a low-end threshold on the order of 5.7% to 7.8%.  As 6 

highlighted on page 3 of Exhibit WEA/AMM 6, after considering this test and the 7 

distribution of individual estimates, we eliminated low-end DCF estimates 8 

ranging from -0.4% to 7.4%.  Based on our professional experience and the risk-9 

return principle that is fundamental to finance, it is inconceivable that investors 10 

are not requiring a substantially higher rate of return for holding common stock.  11 

As a result, consistent with the threshold established by historical and projected 12 

utility bond yields, these values provide little guidance as to the returns investors 13 

require from utility common stocks and should be excluded. 14 

Q. IS THERE ANY JUSTIFICATION TO ELIMINATE HIGH-END DCF 15 

VALUES FOR THE ELECTRIC GROUP? 16 

A. No. As shown on page 3 of Exhibit WEA/AMM 6, the upper end of the cost of 17 

equity range produced by the DCF analysis for the firms in the Electric Group is 18 

represented by cost of equity estimates of 13.0%.  While these cost of equity 19 

estimates may exceed expectations for most electric utilities, low-end estimates 20 

on the order of 7.8% are assuredly far below investors’ required rate of return.  21 

Taken together and considered along with the balance of the DCF estimates, these 22 

                                                 

28 Blue Chip Financial Forecasts, Vol. 33, No. 6 (Jun. 1, 2014). 
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values provide a reasonable basis on which to evaluate investors’ required rate of 1 

return.  In addition, these high-end values fall below the threshold for high-end 2 

outliers that has been consistently adopted by FERC, which has determined that 3 

DCF cost of equity estimates above 17.7 percent are “extreme,” and that including 4 

such results would “skew the results.”29   5 

Q. WHAT COST OF COMMON EQUITY ESTIMATES ARE IMPLIED BY 6 

YOUR DCF RESULTS FOR THE ELECTRIC GROUP? 7 

A. As shown on page 3 of Exhibit WEA/AMM 6 and summarized in Table 4, below, 8 

after eliminating illogical values, application of the constant growth DCF model 9 

resulted in the following average cost of common equity estimates: 10 

TABLE 4 
DCF RESULTS – UTILITY PROXY GROUP 

 

C. Empirical Capital Asset Pricing Model 

Q.  PLEASE DESCRIBE THE ECAPM. 11 

A. The ECAPM is a variant of the traditional CAPM, which is a theory of market 12 

equilibrium that measures risk using the beta coefficient.  Assuming investors are 13 

                                                 

29 See, e.g., ISO New England, Inc., 109 FERC ¶ 61,147 at P 205 (2004).  FERC has continued to utilize 
this benchmark in evaluating DCF estimates at the upper end of the range.  See, e.g., S. Cal. Edison Co., 
131 FERC ¶ 61,020 at P 57; S. Cal. Edison Co., 139 FERC ¶ 61,042, at PP 54, 60; RITELine Ill., LLC, 137 
FERC ¶ 61,039 at PP 68-73; N. Pass Transmission LLC, 134 FERC ¶ 61,095 at PP 46, 52-54).. 

Cost of Equity
Growth Rate Average Midpoint
Value Line 9.5% 10.6%
IBES 10.0% 10.8%
Zacks 9.4% 10.1%
Reuters 10.1% 10.8%
br + sv 8.6% 8.9%
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fully diversified, the relevant risk of an individual asset (e.g., common stock) is its 1 

volatility relative to the market as a whole, with beta reflecting the tendency of a 2 

stock’s price to follow changes in the market.  A stock that tends to respond less 3 

to market movements has a beta less than 1.00, while stocks that tend to move 4 

more than the market have betas greater than 1.00.  The CAPM is mathematically 5 

expressed as: 6 

Rj  =  Rf +β j(Rm - Rf) 

Where:  Rj = Required rate of return for stock j; 
Rf  =  risk-free rate; 

 Rm =  expected return on the market portfolio; and, 
 βj   =  beta, or systematic risk, for stock j. 

Like the DCF model, the ECAPM is an ex-ante, or forward-looking model 7 

based on expectations of the future.  As a result, in order to produce a meaningful 8 

estimate of investors’ required rate of return, the ECAPM must be applied using 9 

estimates that reflect the expectations of actual investors in the market, not with 10 

backward-looking, historical data. 11 

Q. WHY IS THE ECAPM APPROACH AN APPROPRIATE COMPONENT IN 12 

EVALUATING THE COST OF EQUITY FOR THE COMPANY?  13 

A. The CAPM approach, which forms the foundation of the ECAPM, generally is 14 

considered to be the most widely referenced method for estimating the cost of 15 

equity among academicians and professional practitioners, with the pioneering 16 

researchers of this method receiving the Nobel Prize in 1990.  Because this is the 17 
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dominant model for estimating the cost of equity outside the regulatory sphere,30 1 

the ECAPM provides important insight into investors’ required rate of return for 2 

utility stocks, including Kentucky Power. 3 

Q. HOW DOES THE ECAPM APPROACH DIFFER FROM TRADITIONAL 4 

APPLICATIONS OF THE CAPM? 5 

A. Myriad empirical tests of the CAPM have shown that low-beta securities earn 6 

returns somewhat higher than the CAPM would predict, and high-beta securities 7 

earn less than predicted.  In other words, the CAPM tends to overstate the actual 8 

sensitivity of the cost of capital to beta, with low-beta stocks tending to have 9 

higher returns and high-beta stocks tending to have lower risk returns than 10 

predicted by the CAPM.  This empirical finding is widely reported in the finance 11 

literature, as summarized in New Regulatory Finance: 12 

As discussed in the previous section, several finance scholars have 13 
developed refined and expanded versions of the standard CAPM by 14 
relaxing the constraints imposed on the CAPM, such as dividend 15 
yield, size, and skewness effects.  These enhanced CAPMs typically 16 
produce a risk-return relationship that is flatter than the CAPM 17 
prediction in keeping with the actual observed risk-return 18 
relationship.  The ECAPM makes use of these empirical 19 
relationships.31 20 

As discussed in New Regulatory Finance, based on a review of the 21 

empirical evidence, the expected return on a security is related to its risk by the 22 

ECAPM, which is represented by the following formula: 23 

Rj =  Rf + 0.25(Rm - Rf) + 0.75[βj(Rm - Rf)] 

                                                 

30 See, e.g., Bruner, R.F., Eades, K.M., Harris, R.S., and Higgins, R.C., “Best Practices in Estimating Cost 
of Capital: Survey and Synthesis,” Financial Practice and Education (1998). 
31 Morin, Roger A., “New Regulatory Finance,” Public Utilities Reports at 189 (2006). 
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This ECAPM equation, and the associated weighting factors, recognize the 1 

observed relationship between standard CAPM estimates and the cost of capital 2 

documented in the financial research, and correct for the understated returns that 3 

would otherwise be produced for low beta stocks. 4 

Q. HOW DID YOU APPLY THE ECAPM TO ESTIMATE THE COST OF 5 

COMMON EQUITY? 6 

A. Application of the ECAPM to the Electric Group based on a forward-looking 7 

estimate for investors’ required rate of return from common stocks is presented on 8 

Exhibit WEA/AMM 8.  In order to capture the expectations of today’s investors 9 

in current capital markets, the expected market rate of return was estimated by 10 

conducting a DCF analysis on the 408 dividend paying firms in the S&P 500.   11 

The dividend yield for each firm was obtained from Value Line, and the 12 

growth rate was equal to the average of the EPS growth projections for each firm 13 

published by IBES, with each firm’s dividend yield and growth rate being 14 

weighted by its proportionate share of total market value.  Based on the weighted 15 

average of the projections for the 408 individual firms, current estimates imply an 16 

average growth rate over the next five years of 10.8%.  Combining this average 17 

growth rate with a year-ahead dividend yield of 2.3% results in a current cost of 18 

common equity estimate for the market as a whole (Rm) of approximately 13.1%.  19 

Subtracting a 3.3% risk-free rate based on the average yield on 30-year Treasury 20 

bonds for the six months ended October 2014 produced a market equity risk 21 

premium of 9.8%.   22 
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Q. WHAT WAS THE SOURCE OF THE BETA VALUES YOU USED TO 1 

APPLY THE ECAPM? 2 

A. As indicated earlier, we relied on the beta values reported by Value Line, which in 3 

our experience is the most widely referenced source for beta in regulatory 4 

proceedings.   5 

Q.  WHAT ELSE SHOULD BE CONSIDERED IN APPLYING THE ECAPM? 6 

A.  As explained by Morningstar: 7 

One of the most remarkable discoveries of modern finance is that of 8 
a relationship between firm size and return.  The relationship cuts 9 
across the entire size spectrum but is most evident among smaller 10 
companies, which have higher returns on average than larger ones.32   11 

Because financial research indicates that the ECAPM does not fully account for 12 

observed differences in rates of return attributable to firm size, a modification is 13 

required to account for this size effect.  14 

According to the ECAPM, the expected return on a security should consist 15 

of the riskless rate, plus a premium to compensate for the systematic risk of the 16 

particular security.  The degree of systematic risk is represented by the beta 17 

coefficient.  The need for the size adjustment arises because differences in 18 

investors’ required rates of return that are related to firm size are not fully 19 

captured by beta.  To account for this, Morningstar has developed size premiums 20 

that need to be added to the theoretical ECAPM cost of equity estimates to 21 

account for the level of a firm’s market capitalization in determining the ECAPM 22 

                                                 

32 Morningstar, “Ibbotson SBBI 2013 Valuation Yearbook,” at p. 85. 
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cost of equity.33  These premiums correspond to the size deciles of publicly traded 1 

common stocks, and range from a premium of approximately 6.0% for a company 2 

in the first decile (market capitalization less than $338.8 million), to a reduction 3 

of 33 basis points for firms in the tenth decile (market capitalization between 4 

$21.8 billion and $428.7 billion).  Accordingly, our ECAPM analyses also 5 

incorporated an adjustment to recognize the impact of size distinctions, as 6 

measured by the average market capitalization for the Electric Group. 7 

Q. WHAT COST OF EQUITY IS IMPLIED FOR THE ELECTRIC GROUP 8 

USING THE ECAPM APPROACH? 9 

A. As shown on page 1 of Exhibit WEA/AMM 8, a forward-looking application of 10 

the ECAPM approach resulted in an average unadjusted ROE estimate of 11.3%.  11 

After adjusting for the impact of firm size, the ECAPM approach implied an 12 

average cost of equity of 12.2% for the Electric Group.34 13 

Q. DID YOU ALSO APPLY THE ECAPM USING FORECASTED BOND 14 

YIELDS? 15 

A. Yes.  As discussed earlier, there is widespread consensus that interest rates will 16 

increase materially as the economy continues to strengthen.  Accordingly, in 17 

addition to the use of current bond yields, we also applied the ECAPM based on 18 

the forecasted long-term Treasury bond yields developed based on projections 19 

published by Value Line, IHS Global Insight and Blue Chip.  As shown on page 2 20 

of Exhibit WEA/AMM 8, incorporating a forecasted Treasury bond yield for 21 

                                                 

33 Id. at Table C-1. 
34 The midpoints of the unadjusted and size adjusted ECAPM ranges were 11.4% and 12.2%, respectively. 
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2015-2019 implied a cost of equity of approximately 11.6% for the Electric 1 

Group, or 12.4% after adjusting for the impact of relative size.  The midpoints of 2 

the unadjusted and size adjusted cost of equity ranges were 11.7% and 12.4%, 3 

respectively. 4 

D. Utility Risk Premium 

Q.  BRIEFLY DESCRIBE THE RISK PREMIUM METHOD. 5 

A. The risk premium method extends the risk-return tradeoff observed with bonds to 6 

estimate investors’ required rate of return on common stocks.  The cost of equity 7 

is estimated by first determining the additional return investors require to forgo 8 

the relative safety of bonds and to bear the greater risks associated with common 9 

stock, and by then adding this equity risk premium to the current yield on bonds.  10 

Like the DCF model, the risk premium method is capital market oriented.  11 

However, unlike DCF models, which indirectly impute the cost of equity, risk 12 

premium methods directly estimate investors’ required rate of return by adding an 13 

equity risk premium to observable bond yields.   14 

Q. IS THE RISK PREMIUM APPROACH A WIDELY ACCEPTED METHOD 15 

FOR ESTIMATING THE COST OF EQUITY?  16 

A. Yes.  The risk premium approach is based on the fundamental risk-return 17 

principle that is central to finance, which holds that investors will require a 18 

premium in the form of a higher return in order to assume additional risk.  This 19 

method is routinely referenced by the investment community and in academia and 20 

regulatory proceedings, and provides an important tool in estimating a fair ROE 21 

for Kentucky Power. 22 
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Q.  HOW DID YOU IMPLEMENT THE RISK PREMIUM METHOD? 1 

A. Estimates of equity risk premiums for utilities were based on surveys of 2 

previously authorized ROEs.  Authorized ROEs presumably reflect regulatory 3 

commissions’ best estimates of the cost of equity, however determined, at the 4 

time they issued their final order.  Moreover, allowed returns are an important 5 

consideration for investors and have the potential to influence other observable 6 

investment parameters, including credit ratings and borrowing costs.  Thus, these 7 

data provide a logical and frequently referenced basis for estimating equity risk 8 

premiums for regulated utilities. 9 

Q. IS IT CIRCULAR TO CONSIDER RISK PREMIUMS BASED ON 10 

AUTHORIZED RETURNS IN ASSESSING A FAIR ROE FOR 11 

KENTUCKY POWER? 12 

A. No. In establishing authorized ROEs, regulators typically consider the results of 13 

alternative market-based approaches, including the DCF model.  Because allowed 14 

risk premiums consider objective market data (e.g., stock prices dividends, beta, 15 

and interest rates), and are not based strictly on past actions of other regulators, 16 

this mitigates concerns over any potential for circularity.  17 

Q. HOW DID YOU CALCULATE THE EQUITY RISK PREMIUMS BASED 18 

ON ALLOWED ROES? 19 

A. The ROEs authorized for electric utilities by regulatory commissions across the 20 

U.S. are compiled by Regulatory Research Associates and published in its 21 

Regulatory Focus report.  In Exhibit WEA/AMM 9, the average yield on public 22 

utility bonds is subtracted from the average allowed ROE for electric utilities to 23 
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calculate equity risk premiums for each year between 1974 and 2013.35  As shown 1 

on page 3 of Exhibit WEA/AMM 9, over this period, these equity risk premiums 2 

for electric utilities averaged 3.53%, and the yield on public utility bonds 3 

averaged 8.69%. 4 

Q. IS THERE ANY CAPITAL MARKET RELATIONSHIP THAT MUST BE 5 

CONSIDERED WHEN IMPLEMENTING THE RISK PREMIUM 6 

METHOD? 7 

A. Yes.  There is considerable evidence that the magnitude of equity risk premiums 8 

is not constant and that equity risk premiums tend to move inversely with interest 9 

rates.36  In other words, when interest rate levels are relatively high, equity risk 10 

premiums narrow, and when interest rates are relatively low, equity risk 11 

premiums widen.  The implication of this inverse relationship is that the cost of 12 

equity does not move as much as, or in lockstep with, interest rates.  Accordingly, 13 

for a 1% increase or decrease in interest rates, the cost of equity will rise or fall by 14 

a lesser amount.  Therefore, when implementing the risk premium method, an 15 

adjustment is required to incorporate this inverse relationship if current interest 16 

rate levels have diverged from the average interest rate level represented in the 17 

data set.   18 

                                                 

35 My analysis encompasses the entire period for which published data is available.     
36 See, e.g., Brigham, E.F., Shome, D.K., and Vinson, S.R., “The Risk Premium Approach to Measuring a 
Utility’s Cost of Equity,” Financial Management (Spring 1985); Harris, R.S., and Marston, F.C., 
“Estimating Shareholder Risk Premia Using Analysts’ Growth Forecasts,” Financial Management 
(Summer 1992). 
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Q. HAS THIS INVERSE RELATIONSHIP BEEN DOCUMENTED IN THE 1 

FINANCIAL RESEARCH? 2 

A. Yes. There is considerable empirical evidence that when interest rates are 3 

relatively high, equity risk premiums narrow, and when interest rates are 4 

relatively low, equity risk premiums are greater.37  This inverse relationship 5 

between equity risk premiums and interest rates has been widely reported in the 6 

financial literature.  For example, New Regulatory Finance documented this 7 

inverse relationship: 8 

Published studies by Brigham, Shome, and Vinson (1985), Harris 9 
(1986), Harris and Marston (1992, 1993), Carelton, Chambers, and 10 
Lakonishok (1983), Morin (2005), and McShane (2005), and others 11 
demonstrate that, beginning in 1980, risk premiums varied inversely 12 
with the level of interest rates – rising when rates fell and declining 13 
when rates rose.38   14 

Other regulators have also recognized that the cost of equity does not move in 15 

tandem with interest rates.39 16 

Q. WHAT ARE THE IMPLICATIONS OF THIS RELATIONSHIP UNDER 17 

CURRENT CAPITAL MARKET CONDITIONS? 18 

A. As noted earlier, bond yields are at unprecedented lows.  Given that equity risk 19 

premiums move inversely with interest rates, these uncharacteristically low bond 20 

yields also imply a sharp increase in the equity risk premium that investors 21 

require to accept the higher uncertainties associated with an investment in utility 22 

                                                 

37 Id. 
38 Morin, Roger A., “New Regulatory Finance,” Public Utilities Reports, at 128 (2006). 
39 See, e.g., California Public Utilities Commission, Decision 08-05-035 (May 29, 2008); Entergy 
Mississippi Formula Rate Plan FRP-5, http://www.entergy-
mississippi.com/content/price/tariffs/emi_frp.pdf; Martha Coakley et al., 147 FERC ¶ 61,234 at P 147 
(2014). 
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common stocks versus bonds.  In other words, higher required equity risk 1 

premiums offset the impact of declining interest rates on the ROE. 2 

Q. WHAT COST OF EQUITY IS IMPLIED BY THE RISK PREMIUM 3 

METHOD USING SURVEYS OF ALLOWED ROES? 4 

A. Because risk premiums move inversely with interest rates and current bond yields 5 

are significantly lower than the average over the study period, it is necessary to 6 

adjust the average equity risk premium over the study period to reflect the impact 7 

of changes in bond yields.  Based on the regression output between the interest 8 

rates and equity risk premiums displayed on page 4 of Exhibit WEA/AMM 9, the 9 

equity risk premium for electric utilities increased approximately 42 basis points 10 

for each percentage point drop in the yield on average public utility bonds.  As 11 

illustrated on page 1 of Exhibit WEA/AMM 9, with an average yield on public 12 

utility bonds for the six-months ending October 2014 of 4.34%, this implied a 13 

current equity risk premium of 5.38% for electric utilities.  Adding this equity risk 14 

premium to the average yield on triple-B utility bonds of 4.70% implies a current 15 

cost of equity of 10.08%. 16 

Q. WHAT RISK PREMIUM COST OF EQUITY ESTIMATE WAS 17 

PRODUCED AFTER INCORPORATING FORECASTED BOND YIELDS? 18 

A. As shown on page 2 of Exhibit WEA/AMM 9, incorporating a forecasted yield 19 

for 2015-2019 and adjusting for changes in interest rates since the study period 20 

implied an equity risk premium of 4.50% for electric utilities.  Adding this equity 21 

risk premium to the implied average yield on triple-B public utility bonds for 22 

2015-2019 of 6.77% resulted in an implied cost of equity of 11.27%.   23 
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E. Flotation Costs 

Q. WHAT OTHER CONSIDERATIONS ARE RELEVANT IN SETTING THE 1 

RETURN ON EQUITY FOR A UTILITY? 2 

A. The common equity used to finance the investment in utility assets is provided 3 

from either the sale of stock in the capital markets or from retained earnings not 4 

paid out as dividends.  When equity is raised through the sale of common stock, 5 

there are costs associated with “floating” the new equity securities.  These 6 

flotation costs include services such as legal, accounting, and printing, as well as 7 

the fees and discounts paid to compensate brokers for selling the stock to the 8 

public.  Also, some argue that the “market pressure” from the additional supply of 9 

common stock and other market factors may further reduce the net amount of 10 

funds a utility receives when it issues common equity.  11 

Q. IS THERE AN ESTABLISHED MECHANISM FOR A UTILITY TO 12 

RECOGNIZE EQUITY ISSUANCE COSTS? 13 

A. No. While debt flotation costs are recorded on the books of the utility, amortized 14 

over the life of the issue, and thus increase the effective cost of debt capital, there 15 

is no similar accounting treatment to ensure that equity flotation costs are 16 

recorded and ultimately recognized.  No rate of return is authorized on flotation 17 

costs necessarily incurred to obtain a portion of the equity capital used to finance 18 

plant.  In other words, equity flotation costs are not included in a utility’s rate 19 

base because neither that portion of the gross proceeds from the sale of common 20 

stock used to pay flotation costs is available to invest in plant and equipment, nor 21 

are flotation costs capitalized as an intangible asset.  Unless some provision is 22 
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made to recognize these issuance costs, a utility’s revenue requirements will not 1 

fully reflect all of the costs incurred for the use of investors’ funds.  Because there 2 

is no accounting convention to accumulate the flotation costs associated with 3 

equity issues, they must be accounted for indirectly, with an upward adjustment to 4 

the cost of equity being the most appropriate mechanism. 5 

Q. IS THERE A THEORETICAL AND PRACTICAL BASIS TO INCLUDE A 6 

FLOTATION COST ADJUSTMENT IN THIS CASE? 7 

A. Yes.  First, an adjustment for flotation costs associated with past equity issues is 8 

appropriate, even when the utility is not contemplating any new sales of common 9 

stock.  The need for a flotation cost adjustment to compensate for past equity 10 

issues has been recognized in the financial literature.  In a Public Utilities 11 

Fortnightly article, for example, Brigham, Aberwald, and Gapenski demonstrated 12 

that even if no further stock issues are contemplated, a flotation cost adjustment in 13 

all future years is required to keep shareholders whole, and that the flotation cost 14 

adjustment must consider total equity, including retained earnings.40  Similarly, 15 

New Regulatory Finance contains the following discussion: 16 

Another controversy is whether the flotation cost allowance should 17 
still be applied when the utility is not contemplating an imminent 18 
common stock issue.  Some argue that flotation costs are real and 19 
should be recognized in calculating the fair rate of return on equity, 20 
but only at the time when the expenses are incurred.  In other words, 21 
the flotation cost allowance should not continue indefinitely, but 22 
should be made in the year in which the sale of securities occurs, 23 
with no need for continuing compensation in future years.  This 24 
argument implies that the company has already been compensated 25 
for these costs and/or the initial contributed capital was obtained 26 

                                                 

40 Brigham, E.F., Aberwald, D.A., and Gapenski, L.C., “Common Equity Flotation Costs and Rate 
Making,” Public Utilities Fortnightly, May, 2, 1985. 



AVERA/MCKENZIE - 58 

freely, devoid of any flotation costs, which is an unlikely 1 
assumption, and certainly not applicable to most utilities. … The 2 
flotation cost adjustment cannot be strictly forward-looking unless 3 
all past flotation costs associated with past issues have been 4 
recovered.41 5 

Q. WHAT IS THE MAGNITUDE OF THE ADJUSTMENT TO THE “BARE 6 

BONES” COST OF EQUITY TO ACCOUNT FOR ISSUANCE COSTS? 7 

A. There are a number of ways in which a flotation cost adjustment can be 8 

calculated, but the most common methods used to account for flotation costs in 9 

regulatory proceedings is to apply an average flotation-cost percentage to a 10 

utility’s dividend yield.  Based on a review of the finance literature, Regulatory 11 

Finance: Utilities’ Cost of Capital concluded: 12 

The flotation cost allowance requires an estimated adjustment to the 13 
return on equity of approximately 5% to 10%, depending on the size 14 
and risk of the issue.42 15 

Alternatively, a study of data from Morgan Stanley regarding issuance 16 

costs associated with utility common stock issuances suggests an average flotation 17 

cost percentage of 3.6%.43 Because Kentucky Power does not issue publicly 18 

traded common stock it does not incur flotation costs directly; however, issuance 19 

costs associated with AEP’s 2009 public offering of common stock were equal to 20 

approximately 3.02% of the gross proceeds.44  Multiplying a representative 21 

                                                 

41 Morin, Roger A., “New Regulatory Finance,” Public Utilities Reports, Inc. (2006) at 335. 
42 Roger A. Morin, “Regulatory Finance: Utilities’ Cost of Capital,” Public Utilities Reports, Inc. at 166 
(1994). 
43 Application of Yankee Gas Services Company for a Rate Increase, DPUC Docket No. 04-06-01, Direct 
Testimony of George J. Eckenroth (Jul. 2, 2004) at Exhibit GJE-11.1.  Updating the results presented by 
Mr. Eckenroth through April 2005 also resulted in an average flotation cost percentage of 3.6%. 
44 American Electric Power Company, Inc., Prospectus Supplement (To Prospectus dated December 22, 
2008) (Apr. 1, 2009).  Net proceeds from AEP’s sale of 69 million shares of common stock raised 
approximately $1.64 billion of additional equity capital. 
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dividend yield of 3.9% by this 3.02% expense percentage for AEP implies a 1 

minimum flotation cost adjustment on the order of 12 basis points. 2 

VI. OTHER ROE BENCHMARKS 

Q.  WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY? 3 

A. This section presents alternative tests to demonstrate that the end-results of the 4 

ROE analyses discussed earlier are reasonable and do not exceed a fair ROE 5 

given the facts and circumstances of Kentucky Power.  The first test is based on 6 

applications of the traditional CAPM analysis using current and projected interest 7 

rates.  The second test is based on expected earned returns for electric utilities.  8 

Finally, we present a DCF analysis for a select, low risk group of non-utility 9 

firms, with which the Company must compete for investors’ money.   10 

A. Capital Asset Pricing Model 

Q. WHAT COST OF EQUITY ESTIMATES WERE INDICATED BY THE 11 

TRADITIONAL CAPM? 12 

A. Our application of the traditional CAPM was based on the same forward-looking 13 

market rate of return, risk-free rates, and beta values discussed earlier in 14 

connections with the ECAPM.  As shown on page 1 of Exhibit WEA/AMM 10, 15 

applying the forward-looking CAPM approach to the firms in the Electric Group 16 

results in an average theoretical cost of equity estimate of 10.7%, or 11.6% after 17 

incorporating the size adjustment corresponding to the market capitalization of the 18 

individual utilities.   19 
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As shown on page 2 of Exhibit WEA/AMM 10, incorporating a forecasted 1 

Treasury bond yield for 2015-2019 implied a cost of equity of approximately 2 

11.1% for the Electric Group, or 11.9 % after adjusting for the impact of relative 3 

size.   4 

B. Expected Earnings Approach 

Q. WHAT OTHER ANALYSES DID YOU CONDUCT TO ESTIMATE THE 5 

COST OF COMMON EQUITY? 6 

A. As noted earlier, we also evaluated the cost of common equity using the expected 7 

earnings method.  Reference to rates of return available from alternative 8 

investments of comparable risk can provide an important benchmark in assessing 9 

the return necessary to assure confidence in the financial integrity of a firm and its 10 

ability to attract capital.  This expected earnings approach is consistent with the 11 

economic underpinnings for a fair rate of return established by the U.S. Supreme 12 

Court in Bluefield and Hope.  Moreover, it avoids the complexities and 13 

limitations of capital market methods and instead focuses on the returns earned on 14 

book equity, which are readily available to investors.   15 

Q. WHAT ECONOMIC PREMISE UNDERLIES THE EXPECTED 16 

EARNINGS APPROACH? 17 

A. The simple, but powerful concept underlying the expected earnings approach is 18 

that investors compare each investment alternative with the next best opportunity.  19 

If the utility is unable to offer a return similar to that available from other 20 

opportunities of comparable risk, investors will become unwilling to supply the 21 

capital on reasonable terms.  For existing investors, denying the utility an 22 
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opportunity to earn what is available from other similar risk alternatives prevents 1 

them from earning their opportunity cost of capital.  In this situation the 2 

government is effectively taking the value of investors’ capital without adequate 3 

compensation.  The expected earnings approach is consistent with the economic 4 

rationale underpinning established regulatory standards, which specifies a 5 

methodology to determine an ROE benchmark based on earned rates of return for 6 

a peer group of other utilities.   7 

Q. HOW IS THE EXPECTED EARNINGS APPROACH TYPICALLY 8 

IMPLEMENTED? 9 

A. The traditional comparable earnings test identifies a group of companies that are 10 

believed to be comparable in risk to the utility.  The actual earnings of those 11 

companies on the book value of their investment are then compared to the 12 

allowed return of the utility.  While the traditional comparable earnings test is 13 

implemented using historical data taken from the accounting records, it is also 14 

common to use projections of returns on book investment, such as those published 15 

by recognized investment advisory publications (e.g., Value Line).  Because these 16 

returns on book value equity are analogous to the allowed return on a utility’s rate 17 

base, this measure of opportunity costs results in a direct, “apples to apples” 18 

comparison.   19 

Moreover, regulators do not set the returns that investors earn in the 20 

capital markets, which are a function of dividend payments and fluctuations in 21 

common stock prices- both of which are outside their direct control. Regulators 22 

can only establish the allowed ROE, which is applied to the book value of a 23 



AVERA/MCKENZIE - 62 

utility’s investment in rate base, as determined from its accounting records.  This 1 

is directly analogous to the expected earnings approach, which measures the 2 

return that investors expect the utility to earn on book value.  As a result, the 3 

expected earnings approach provides a meaningful guide to ensure that the 4 

allowed ROE is similar to what other utilities of comparable risk will earn on 5 

invested capital.  This expected earnings test does not require theoretical models 6 

to indirectly infer investors’ perceptions from stock prices or other market data.  7 

As long as the proxy companies are similar in risk, their expected earned returns 8 

on invested capital provide a direct benchmark for investors’ opportunity costs 9 

that is independent of fluctuating stock prices, market-to-book ratios, debates over 10 

DCF growth rates, or the limitations inherent in any theoretical model of investor 11 

behavior. 12 

Q. WHAT RATES OF RETURN ON EQUITY ARE INDICATED FOR 13 

UTILITIES BASED ON THE EXPECTED EARNINGS APPROACH? 14 

A. Value Line’s projections imply an average rate of return on common equity for 15 

the electric utility industry of 10.6% over its forecast horizon.45  Meanwhile, for 16 

the firms in the Electric Group specifically, the year-end returns on common 17 

equity projected by Value Line over its forecast horizon are shown on Exhibit 18 

WEA/AMM 11.  Consistent with the rationale underlying the development of the 19 

br+sv growth rates, these year-end values were converted to average returns using 20 

the same adjustment factor discussed earlier and developed on Exhibit 21 

WEA/AMM 7.  As shown on Exhibit No. 11, Value Line’s projections for the 22 
                                                 

45 The Value Line Investment Survey (Aug. 22, Sep. 19, & Oct. 31, 2014).  Value Line reports return on 
year-end equity so the equivalent return on average equity would be higher. 



AVERA/MCKENZIE - 63 

Electric Group suggest an average ROE of approximately 9.9%, with a midpoint 1 

value of 10.8%.   2 

C. Low Risk Non-Utility DCF 

Q. WHAT OTHER PROXY GROUP DID YOU CONSIDER IN EVALUATING 3 

A FAIR ROE FOR KENTUCKY POWER? 4 

A. Consistent with underlying economic and regulatory standards, we also applied 5 

the DCF model to a reference group of low-risk companies in the non-utility 6 

sectors of the economy.  We refer to this group as the “Non-Utility Group”. 7 

A. DO UTILITIES HAVE TO COMPETE WITH NON-REGULATED FIRMS 8 

FOR CAPITAL? 9 

A. Yes.  The cost of capital is an opportunity cost based on the returns that investors 10 

could realize by putting their money in other alternatives.  Clearly, the total 11 

capital invested in utility stocks is only the tip of the iceberg of total common 12 

stock investment, and there are a plethora of other enterprises available to 13 

investors beyond those in the utility industry.  Utilities must compete for capital, 14 

not just against firms in their own industry, but with other investment 15 

opportunities of comparable risk.  Indeed, modern portfolio theory is built on the 16 

assumption that rational investors will hold a diverse portfolio of stocks, not just 17 

companies in a single industry. 18 
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Q. IS IT CONSISTENT WITH THE BLUEFIELD AND HOPE CASES TO 1 

CONSIDER INVESTORS’ REQUIRED ROE FOR NON-UTILITY 2 

COMPANIES? 3 

A. Yes.  The cost of equity capital in the competitive sector of the economy form the 4 

very underpinning for utility ROEs because regulation purports to serve as a 5 

substitute for the actions of competitive markets.  The Supreme Court has 6 

recognized that it is the degree of risk, not the nature of the business, which is 7 

relevant in evaluating an allowed ROE for a utility.  The Bluefield case refers to 8 

“business undertakings attended with comparable risks and uncertainties.”  It does 9 

not restrict consideration to other utilities.  Similarly, the Hope case states: 10 

By that standard the return to the equity owner should be 11 
commensurate with returns on investments in other enterprises 12 
having corresponding risks.46 13 

As in the Bluefield decision, there is nothing to restrict “other enterprises” solely 14 

to the utility industry.   15 

Q. DOES CONSIDERATION OF THE RESULTS FOR THE NON-UTILITY 16 

GROUP MAKE THE ESTIMATION OF THE COST OF EQUITY USING 17 

THE DCF MODEL MORE RELIABLE? 18 

A. Yes.  The estimates of growth from the DCF model depend on analysts’ forecasts.  19 

It is possible for utility growth rates to be distorted by short-term trends in the 20 

industry, or by the industry falling into favor or disfavor by analysts.  The result 21 

of such distortions would be to bias the DCF estimates for utilities.  Because the 22 

Non-Utility Group includes low risk companies from many industries, it 23 

                                                 

46 Federal Power Comm’n v. Hope Natural Gas Co. 320 U.S. 391, (1944). 
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diversifies away any distortion that may be caused by the ebb and flow of 1 

enthusiasm for a particular sector.   2 

Q. WHAT CRITERIA DID YOU APPLY TO DEVELOP THE NON-UTILITY 3 

GROUP? 4 

A. The comparable risk proxy group was composed of those United States 5 

companies followed by Value Line that:  6 

1) pay common dividends;  7 

2) have a Safety Rank of “1”;  8 

3) have a Financial Strength Rating of “B++” or greater;  9 

4) have a beta of 0.70 or less; and  10 

5) have investment grade credit ratings from S&P.47   11 

Q. HOW DO THE OVERALL RISKS OF THIS NON-UTILITY GROUP 12 

COMPARE WITH THE ELECTRIC GROUP? 13 

A. Table 5 compares the Non-Utility Group with the Electric Group and Kentucky 14 

Power across the risk measures discussed earlier:  15 

                                                 

47 Credit rating firms, such as S&P, use designations consisting of upper- and lower-case letters 'A' and 'B' 
to identify a bond's credit quality rating. 'AAA', 'AA', 'A', and 'BBB' ratings are considered investment 
grade. Credit ratings for bonds below these designations ('BB', 'B', 'CCC', etc.) are considered speculative 
grade, and are commonly referred to as "junk bonds". The term “investment grade” refers to bonds with 
ratings in the ‘BBB’ category and above.   
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TABLE 5 
COMPARISON OF RISK INDICATORS 

  Value Line 

Proxy Group S&P Moody’s 
Safety 
Rank 

Financial 
Strength Beta 

Non-Utility A A2 1 A+ 0.66 

Electric Group BBB Baa2 2 B++ 0.76 

Kentucky Power BBB Baa2 2 A 0.70 

As shown above, the average credit ratings, Safety Rank, Financial 1 

Strength Rating, and beta for the Non-Utility Group suggest less risk than for 2 

Kentucky Power and the proxy group of electric utilities.  When considered 3 

together, a comparison of these objective measures, which consider a broad 4 

spectrum of risks, including financial and business position, relative size, and 5 

exposure to company-specific factors, indicates that investors would likely 6 

conclude that the overall investment risks for the Electric Group and the Company 7 

are greater than those of the firms in the Non-Utility Group. 8 

The sixteen companies that make up the Non-Utility Group are 9 

representative of the pinnacle of corporate America.  These firms, which include 10 

household names such as Colgate-Palmolive, McDonalds, Proctor & Gamble, and 11 

Wal-Mart, have long corporate histories, well-established track records, and 12 

exceedingly conservative risk profiles.  Many of these companies pay dividends 13 

on a par with utilities, with the average dividend yield for the group approaching 14 

3%.  Moreover, because of their significance and name recognition, these 15 

companies receive intense scrutiny by the investment community, which increases 16 

confidence that published growth estimates are representative of the consensus 17 

expectations reflected in common stock prices. 18 
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Q. WHAT WERE THE RESULTS OF YOUR DCF ANALYSIS FOR THE 1 

NON-UTILITY GROUP? 2 

A. We applied the DCF model to the Non-Utility Group using the same analysts’ 3 

EPS growth projections described earlier for the Electric Group, with the results 4 

being presented in Exhibit WEA/AMM 12.  As summarized in Table 6, below, 5 

application of the constant growth DCF model resulted in the following cost of 6 

equity estimates:  7 

TABLE 6 
DCF RESULTS – NON-UTILITY GROUP 

 

As discussed earlier, reference to the Non-Utility Group is consistent with 8 

established regulatory principles.  Required returns for utilities should be in line 9 

with those of non-utility firms of comparable risk operating under the constraints 10 

of free competition.   11 

Q. HOW CAN YOU RECONCILE THESE DCF RESULTS FOR THE NON-12 

UTILITY GROUP AGAINST THE SIGNIFICANTLY LOWER 13 

ESTIMATES PRODUCED FOR YOUR GROUP OF UTILITIES? 14 

A. First, it is important to be clear that the higher DCF results for the Non-Utility 15 

Group cannot be attributed to risk differences.  As documented earlier, the risks 16 

that investors associate with the group of non-utility firms - as measured by 17 

S&P’s credit ratings, Value Line’s Safety Rank, Financial Strength, and beta – are 18 

Cost of Equity
Growth Rate Average Midpoint
Value Line 10.9% 10.9%
IBES 10.5% 10.4%
Zacks 10.4% 10.7%
Reuters 10.6% 11.1%
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lower than the risks investors associate with the Electric Group and Kentucky 1 

Power.  The objective evidence provided by these observable risk measures rules 2 

out a conclusion that the higher non-utility DCF estimates are associated with 3 

higher investment risk. 4 

Rather, the divergence between the DCF results for these groups of utility 5 

and non-utility firms can be attributed to the fact that DCF estimates invariably 6 

depart from the returns that investors actually require because their expectations 7 

may not be captured by the inputs to the model, particularly the assumed growth 8 

rate.  Because the actual cost of equity is unobservable, and DCF results 9 

inherently incorporate a degree of error, the cost of equity estimates for the Non-10 

Utility Group provide an important benchmark in evaluating a fair ROE for the 11 

Company.  There is no basis to conclude that DCF results for a group of utilities 12 

would be inherently more reliable than those for firms in the competitive sector, 13 

and the divergence between the DCF estimates for the group of utilities and the 14 

Non-Utility Group suggests that both should be considered to ensure a balanced 15 

end-result.  The DCF results for the Non-Utility Group, which ranged from 10.4% 16 

to 10.9% and averaged 10.6%, provide additional confirmation that a 10.5% ROE 17 

for Kentucky Power before flotation costs is a reasonable estimate of investors’ 18 

required return. 19 
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Q. PLEASE SUMMARIZE THE RESULTS OF YOUR ALTERNATIVE ROE 1 

BENCHMARKS. 2 

A. The cost of common equity estimates produced by the various tests of 3 

reasonableness discussed above are shown on page 2 of Exhibit WEA/AMM 3, 4 

and summarized in Table 7, below: 5 

TABLE 7 
SUMMARY OF ALTERNATIVE ROE BENCHMARKS 

 

The results of these alternative benchmarks confirm our conclusion that an ROE 6 

of 10.62% for Kentucky Power’s electric utility operations is reasonable.   7 

Average Midpoint

CAPM - Historical Bond Yield
Unadjusted 10.7% 10.9%
Size Adjusted 11.6% 11.6%

CAPM - Projected Bond Yield
Unadjusted 11.1% 11.2%
Size Adjusted 11.9% 11.9%

Expected Earnings
Industry
Proxy Group 9.9% 10.8%

Non-Utility DCF
Value Line 10.9% 10.9%
IBES 10.5% 10.4%
Zacks 10.4% 10.7%
Reuters 10.6% 11.1%

10.6%
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Q. WHAT IS YOUR OPINION CONCERNING A REASONABLE RETURN 1 

ON ENVIRONMENTAL COMPLIANCE-RELATED CAPITAL 2 

EXPENDITURES FOR USE IN CONNECTION WITH THE COMPANY’S 3 

ENVIRONMENTAL COST-RECOVERY SURCHARGE? 4 

A. For the reasons I discuss above, 10.62% is a fair, just, and reasonable return on 5 

equity in connection with Kentucky Power’s environmental compliance-related 6 

expenditures. 7 

Q.  DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY? 8 

A.  Yes. 9 
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QUALIFICATIONS OF WILLIAM E. AVERA 

 
 
Q. WHAT IS THE PURPOSE OF THIS EXHIBIT? 

A. This exhibit describes Dr. Avera’s background and experience and contains the details of his 

qualifications. 

Q. DR. AVERA, PLEASE DESCRIBE YOUR QUALIFICATIONS AND EXPERIENCE. 

A. I received a B.A. degree with a major in economics from Emory University.  After serving in 

the U.S. Navy, I entered the doctoral program in economics at the University of North 

Carolina at Chapel Hill.  Upon receiving my Ph.D., I joined the faculty at the University of 

North Carolina and taught finance in the Graduate School of Business.  I subsequently 

accepted a position at the University of Texas at Austin where I taught courses in financial 

management and investment analysis.  I then went to work for International Paper Company 

in New York City as Manager of Financial Education, a position in which I had 

responsibility for all corporate education programs in finance, accounting, and economics. 

In 1977, I joined the staff of the Public Utility Commission of Texas (“PUCT”) as 

Director of the Economic Research Division.  During my tenure at the PUCT, I managed a 

division responsible for financial analysis, cost allocation and rate design, economic and 

financial research, and data processing systems, and I testified in cases on a variety of 

financial and economic issues.  Since leaving the PUCT, I have been engaged as a 

consultant.  I have participated in a wide range of assignments involving utility-related 

matters on behalf of utilities, industrial customers, municipalities, and regulatory 

commissions.  I have previously testified before the Federal Energy Regulatory Commission 

(“FERC”), as well as the Federal Communications Commission, the Surface Transportation 
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Board (and its predecessor, the Interstate Commerce Commission), the Canadian Radio-

Television and Telecommunications Commission, and regulatory agencies, courts, and 

legislative committees in over 40 states. 

In 1995, I was appointed by the PUCT to the Synchronous Interconnection 

Committee to advise the Texas legislature on the costs and benefits of connecting Texas to 

the national electric transmission grid.  In addition, I served as an outside director of Georgia 

System Operations Corporation, the system operator for electric cooperatives in Georgia. 

I have served as Lecturer in the Finance Department at the University of Texas at 

Austin and taught in the evening graduate program at St. Edward’s University for twenty 

years.  In addition, I have lectured on economic and regulatory topics in programs sponsored 

by universities and industry groups.  I have taught in hundreds of educational programs for 

financial analysts in programs sponsored by the Association for Investment Management and 

Research, the Financial Analysts Review, and local financial analysts societies.  These 

programs have been presented in Asia, Europe, and North America, including the Financial 

Analysts Seminar at Northwestern University.  I hold the Chartered Financial Analyst 

(CFA®) designation and have served as Vice President for Membership of the Financial 

Management Association. I have also served on the Board of Directors of the North Carolina 

Society of Financial Analysts.  I was elected Vice Chairman of the National Association of 

Regulatory Commissioners (“NARUC”) Subcommittee on Economics and appointed to 

NARUC’s Technical Subcommittee on the National Energy Act.  I have also served as an 

officer of various other professional organizations and societies.  A resume containing the 

details of my experience and qualifications is attached. 
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WILLIAM E. AVERA 

 
 
FINCAP, INC. 3907 Red River 
Financial Concepts and Applications Austin, Texas 78751 
Economic and Financial Counsel (512) 458–4644 
 FAX (512) 458–4768 
 fincap@texas.net 
 
Summary of Qualifications  
Ph.D. in economics and finance; Chartered Financial Analyst (CFA ®) designation; extensive expert 
witness testimony before courts, alternative dispute resolution panels, regulatory agencies and 
legislative committees; lectured in executive education programs around the world on ethics, 
investment analysis, and regulation; undergraduate and graduate teaching in business and 
economics; appointed to leadership positions in government, industry, academia, and the military. 
 
Employment 

 
Principal, 
FINCAP, Inc. 
(Sep. 1979 to present) 

Financial, economic and policy consulting to business 
and government.  Perform business and public policy 
research, cost/benefit analyses and financial modeling, 
valuation of businesses (almost 200 entities valued), 
estimation of damages, statistical and industry studies.  
Provide strategy advice and educational services in 
public and private sectors, and serve as expert witness 
before regulatory agencies, legislative committees, 
arbitration panels, and courts.  

 
Director, Economic Research 
Division, 
Public Utility Commission of Texas 
(Dec. 1977 to Aug. 1979) 
 

Responsible for research and testimony preparation on 
rate of return, rate structure, and econometric analysis 
dealing with energy, telecommunications, water and 
sewer utilities.  Testified in major rate cases and 
appeared before legislative committees and served as 
Chief Economist for agency.  Administered state and 
federal grant funds.  Communicated frequently with 
political leaders and representatives from consumer 
groups, media, and investment community. 

 
Manager, Financial Education, 
International Paper Company  
New York City 
(Feb. 1977 to Nov. 1977) 

Directed corporate education programs in accounting, 
finance, and economics.  Developed course materials, 
recruited and trained instructors, liaison within the 
company and with academic institutions.  Prepared 
operating budget and designed financial controls for 
corporate professional development program. 
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Lecturer in Finance, 
The University of Texas at Austin 
(Sep. 1979 to May 1981) 
Assistant Professor of Finance, 
(Sep. 1975 to May 1977) 

 
Taught graduate and undergraduate courses in financial 
management and investment theory.  Conducted research 
in business and public policy.  Named Outstanding 
Graduate Business Professor and received various 
administrative appointments. 

 
 
Assistant Professor of Business, 
University of North Carolina at 

Chapel Hill 
(Sep. 1972 to Jul. 1975) 

Taught in BBA, MBA, and Ph.D. programs.  Created 
project course in finance, Financial Management for 
Women, and participated in developing Small Business 
Management sequence.  Organized the North Carolina 
Institute for Investment Research, a group of financial 
institutions that supported academic research.  Faculty 
advisor to the Media Board, which funds student 
publications and broadcast stations. 

 
Education  
 
Ph.D., Economics and Finance, 
University of North Carolina at 

Chapel Hill 
(Jan. 1969 to Aug. 1972) 

Elective courses included financial management, public 
finance, monetary theory, and econometrics.  Awarded 
the Stonier Fellowship by the American Bankers' 
Association and University Teaching Fellowship.  
Taught statistics, macroeconomics, and microeconomics. 
Dissertation:  The Geometric Mean Strategy as a 
Theory of Multiperiod Portfolio Choice 

 
B.A., Economics, 
Emory University, Atlanta, Georgia 
(Sep. 1961 to Jun. 1965) 

Active in extracurricular activities, president of the 
Barkley Forum (debate team), Emory Religious 
Association, and Delta Tau Delta chapter.  Individual 
awards and team championships at national collegiate 
debate tournaments.  

 
Professional Associations  
Received Chartered Financial Analyst (CFA) designation in 1977; Vice President for Membership, 
Financial Management Association; President, Austin Chapter of Planning Executives Institute; 
Board of Directors, North Carolina Society of Financial Analysts; Candidate Curriculum Committee, 
Association for Investment Management and Research; Executive Committee of Southern Finance 
Association; Vice Chair, Staff Subcommittee on Economics and National Association of Regulatory 
Utility Commissioners (NARUC); Appointed to NARUC Technical Subcommittee on the National 
Energy Act. 
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Teaching in Executive Education Programs  
University-Sponsored Programs:  Central Michigan University, Duke University, Louisiana State 
University, National Defense University, National University of Singapore, Texas A&M University, 
University of Kansas, University of North Carolina, University of Texas.  
Business and Government-Sponsored Programs: Advanced Seminar on Earnings Regulation, 
American Public Welfare Association, Association for Investment Management and Research, 
Congressional Fellows Program, Cost of Capital Workshop, Electricity Consumers Resource 
Council, Financial Analysts Association of Indonesia, Financial Analysts Review, Financial 
Analysts Seminar at Northwestern University, Governor's Executive Development Program of 
Texas, Louisiana Association of Business and Industry, National Association of Purchasing 
Management, National Association of Tire Dealers, Planning Executives Institute, School of 
Banking of the South, State of Wisconsin Investment Board, Stock Exchange of Thailand, Texas 
Association of State Sponsored Computer Centers, Texas Bankers' Association, Texas Bar 
Association, Texas Savings and Loan League, Texas Society of CPAs, Tokyo Association of 
Foreign Banks, Union Bank of Switzerland, U.S. Department of State, U.S. Navy, U.S. Veterans 
Administration, in addition to Texas state agencies and major corporations.  
Presented papers for Mills B. Lane Lecture Series at the University of Georgia and Heubner 
Lectures at the University of Pennsylvania.  Taught graduate courses in finance and economics for 
evening program at St. Edward's University in Austin from January 1979 through 1998. 
 
Expert Witness Testimony  
Testified in almost 300 cases before regulatory agencies addressing cost of capital, regulatory 
policy, rate design, and other economic and financial issues.  
Federal Agencies:  Federal Communications Commission, Federal Energy Regulatory Commission, 
Surface Transportation Board, Interstate Commerce Commission, and the Canadian 
Radio-Television and Telecommunications Commission.  
State Regulatory Agencies:  Alaska, Arizona, Arkansas, California, Colorado, Connecticut, 
Delaware, Florida, Georgia, Hawaii, Idaho, Illinois, Indiana, Iowa, Kansas, Kentucky, Maryland, 
Michigan, Missouri, Nevada, New Mexico, Montana, Nebraska, North Carolina, Ohio, 
Oklahoma, Oregon, Pennsylvania, South Carolina, South Dakota, Texas, Utah, Virginia, 
Washington, West Virginia, Wisconsin, and Wyoming.  
Testified in 42 cases before federal and state courts, arbitration panels, and alternative dispute 
tribunals (89 depositions given) regarding damages, valuation, antitrust liability, fiduciary duties, 
and other economic and financial issues. 
 
Board Positions and Other Professional Activities  
Co-chair, Synchronous Interconnection Committee established by Texas Legislature to study 
interconnection of Texas with national grid; Audit Committee and Outside Director, Georgia System 
Operations Corporation (electric system operator for member-owned electric cooperatives in 
Georgia); Chairman, Board of Print Depot, Inc. and FINCAP, Inc.; Appointed by Hays County 
Commission to Citizens Advisory Committee of Habitat Conservation Plan, Operator of AAA 
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Ranch, a certified organic producer of agricultural products; Appointed to Organic Livestock 
Advisory Committee by Texas Agricultural Commissioner; Appointed by Texas Railroad 
Commissioners to study group for The UP/SP Merger: An Assessment of the Impacts on the State of 
Texas; Appointed by Hawaii Public Utilities Commission to team reviewing affiliate relationships of 
Hawaiian Electric Industries; Chairman, Energy Task Force, Greater Austin-San Antonio Corridor 
Council; Consultant to Public Utility Commission of Texas on cogeneration policy and other 
matters; Consultant to Public Service Commission of New Mexico on cogeneration policy; 
Evaluator of Energy Research Grant Proposals for Texas Higher Education Coordinating Board. 
 
Community Activities  
Treasurer, Dripping Springs Presbyterian Church; Board of Directors, Sustainable Food Center; 
Chair, Board of Deacons, Finance Committee, and Elder, Central Presbyterian Church of Austin; 
Founding Member, Orange-Chatham County (N.C.) Legal Aid Screening Committee. 
  
Military  
Captain, U.S. Naval Reserve (retired after 28 years service); Commanding Officer, Naval Special 
Warfare Engineering (SEAL) Support Unit; Officer-in-Charge of SWIFT patrol boat in Vietnam; 
Enlisted service as weather analyst (advanced to second class petty officer). 
 
Bibliography 
Monographs  
“Economic Perspectives on Texas Water Resources,” with Robert M. Avera and Felipe Chacon in 

Essentials of Texas Water Resources, Mary K. Sahs, ed. State Bar of Texas (2012). 
Ethics and the Investment Professional (video, workbook, and instructor’s guide) and Ethics 

Challenge Today (video), Association for Investment Management and Research  (1995) 
 “Definition of Industry Ethics and Development of a Code” and “Applying Ethics in the Real 

World,” in Good Ethics: The Essential Element of a Firm’s Success, Association for Investment 
Management and Research (1994) 

 “On the Use of Security Analysts’ Growth Projections in the DCF Model,” with Bruce H. Fairchild 
in Earnings Regulation Under Inflation, J. R. Foster and S. R. Holmberg, eds. Institute for Study 
of Regulation (1982) 

An Examination of the Concept of Using Relative Customer Class Risk to Set Target Rates of Return 
in Electric Cost-of-Service Studies, with Bruce H. Fairchild, Electricity Consumers Resource 
Council (ELCON) (1981); portions reprinted in Public Utilities Fortnightly (Nov. 11, 1982) 

 “Usefulness of Current Values to Investors and Creditors,” Research Study on Current-Value 
Accounting Measurements and Utility, George M. Scott, ed., Touche Ross Foundation (1978) 

 “The Geometric Mean Strategy and Common Stock Investment Management,” with Henry A. 
Latané in Life Insurance Investment Policies, David Cummins, ed. (1977) 

Investment Companies:  Analysis of Current Operations and Future Prospects, with J. Finley Lee 
and Glenn L. Wood, American College of Life Underwriters (1975) 
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Articles  
“Should Analysts Own the Stocks they Cover?” The Financial Journalist, (March 2002) 
“Liquidity, Exchange Listing, and Common Stock Performance,” with John C. Groth and Kerry 

Cooper, Journal of Economics and Business (Spring 1985); reprinted by National Association of 
Security Dealers  

 “The Energy Crisis and the Homeowner: The Grief Process,” Texas Business Review (Jan.–Feb. 
1980); reprinted in The Energy Picture: Problems and Prospects, J. E. Pluta, ed., Bureau of 
Business Research (1980) 

 “Use of IFPS at the Public Utility Commission of Texas,” Proceedings of the IFPS Users Group 
Annual Meeting (1979) 

"Production Capacity Allocation: Conversion, CWIP, and One-Armed Economics,” Proceedings of 
the NARUC Biennial Regulatory Information Conference (1978) 

"Some Thoughts on the Rate of Return to Public Utility Companies,” with Bruce H. Fairchild in 
Proceedings of the NARUC Biennial Regulatory Information Conference (1978) 

"A New Capital Budgeting Measure: The Integration of Time, Liquidity, and Uncertainty,” with 
David Cordell in Proceedings of the Southwestern Finance Association (1977) 

"Usefulness of Current Values to Investors and Creditors,” in Inflation Accounting/Indexing and 
Stock Behavior (1977) 

"Consumer Expectations and the Economy,” Texas Business Review (Nov. 1976) 
"Portfolio Performance Evaluation and Long-run Capital Growth,” with Henry A. Latané in 

Proceedings of the Eastern Finance Association (1973) 
Book reviews in Journal of Finance and Financial Review. Abstracts for CFA Digest. Articles in 

Carolina Financial Times.  
Selected Papers and Presentations  
“Economic Perspective on Water Marketing in Texas,” 2009 Water Law Institute, The University of 

Texas School of Law, Austin, TX (Dec. 2009). 
“Estimating Utility Cost of Equity in Financial Turmoil,” SNL EXNET 15th Annual FERC Briefing, 

Washington, D.C. (Mar. 2009) 
"The Who, What, When, How, and Why of Ethics," San Antonio Financial Analysts Society (Jan. 

16, 2002).  Similar presentation given to the Austin Society of Financial Analysts (Jan. 17, 2002) 
“Ethics for Financial Analysts,” Sponsored by Canadian Council of Financial Analysts: delivered in 

Calgary, Edmonton, Regina, and Winnipeg, June 1997. Similar presentations given to Austin 
Society of Financial Analysts (Mar. 1994), San Antonio Society of Financial Analysts (Nov. 
1985), and St. Louis Society of Financial Analysts (Feb. 1986) 

 “Cost of Capital for Multi-Divisional Corporations,” Financial Management Association, New 
Orleans, Louisiana (Oct. 1996) 

"Ethics and the Treasury Function,” Government Treasurers Organization of Texas, Corpus Christi, 
Texas (Jun. 1996) 

"A Cooperative Future,” Iowa Association of Electric Cooperatives, Des Moines (December 1995). 
Similar presentations given to National G & T Conference, Irving, Texas (June 1995), Kentucky 
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Association of Electric Cooperatives Annual Meeting, Louisville (Nov. 1994), Virginia, 
Maryland, and Delaware Association of Electric Cooperatives Annual Meeting, Richmond (July 
1994), and Carolina Electric Cooperatives Annual Meeting, Raleigh (Mar. 1994) 

"Information Superhighway Warnings: Speed Bumps on Wall Street and Detours from the 
Economy,” Texas Society of Certified Public Accountants Natural Gas, Telecommunications and 
Electric Industries Conference, Austin (Apr. 1995) 

"Economic/Wall Street Outlook,” Carolinas Council of the Institute of Management Accountants, 
Myrtle Beach, South Carolina (May 1994). Similar presentation given to Bell Operating 
Company Accounting Witness Conference, Santa Fe, New Mexico (Apr. 1993) 

"Regulatory Developments in Telecommunications,” Regional Holding Company Financial and 
Accounting Conference, San Antonio (Sep. 1993) 

 “Estimating the Cost of Capital During the 1990s: Issues and Directions,” The National Society of 
Rate of Return Analysts, Washington, D.C. (May 1992) 

 “Making Utility Regulation Work at the Public Utility Commission of Texas,” Center for Legal and 
Regulatory Studies, University of Texas, Austin (June 1991)  

"Can Regulation Compete for the Hearts and Minds of Industrial Customers,” Emerging Issues of 
Competition in the Electric Utility Industry Conference, Austin (May 1988) 

"The Role of Utilities in Fostering New Energy Technologies,” Emerging Energy Technologies in 
Texas Conference, Austin (Mar. 1988)  

"The Regulators’ Perspective,” Bellcore Economic Analysis Conference, San Antonio (Nov. 1987) 
"Public Utility Commissions and the Nuclear Plant Contractor,” Construction Litigation 

Superconference, Laguna Beach, California (Dec. 1986)  
"Development of Cogeneration Policies in Texas,” University of Georgia Fifth Annual Public 

Utilities Conference, Atlanta (Sep. 1985) 
"Wheeling for Power Sales,” Energy Bureau Cogeneration Conference, Houston (Nov. 1985). 
"Asymmetric Discounting of Information and Relative Liquidity: Some Empirical Evidence for 

Common Stocks" (with John Groth and Kerry Cooper), Southern Finance Association, New 
Orleans (Nov. 1982) 

 “Used and Useful Planning Models,” Planning Executive Institute, 27th Corporate Planning 
Conference, Los Angeles (Nov. 1979) 

"Staff Input to Commission Rate of Return Decisions,” The National Society of Rate of Return 
Analysts, New York (Oct. 1979) 

""Discounted Cash Life: A New Measure of the Time Dimension in Capital Budgeting,” with David 
Cordell, Southern Finance Association, New Orleans (Nov. 1978) 

 “The Relative Value of Statistics of Ex Post Common Stock Distributions to Explain Variance,” 
with Charles G. Martin, Southern Finance Association, Atlanta (Nov. 1977) 

 “An ANOVA Representation of Common Stock Returns as a Framework for the Allocation of 
Portfolio Management Effort,” with Charles G. Martin, Financial Management Association, 
Montreal (Oct. 1976) 

 “A Growth-Optimal Portfolio Selection Model with Finite Horizon,” with Henry A. Latané, 
American Finance Association, San Francisco (Dec. 1974) 
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 “An Optimal Approach to the Finance Decision,” with Henry A. Latané, Southern Finance 
Association, Atlanta (Nov. 1974) 

 “A Pragmatic Approach to the Capital Structure Decision Based on Long-Run Growth,” with Henry 
A. Latané, Financial Management Association, San Diego (Oct. 1974) 

“Growth Rates, Expected Returns, and Variance in Portfolio Selection and Performance 
Evaluation,” with Henry A. Latané, Econometric Society, Oslo, Norway (Aug. 1973) 
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QUALIFICATIONS OF ADRIEN M. MCKENZIE 

 
 
Q. WHAT IS THE PURPOSE OF THIS EXHIBIT? 

A. This exhibit describes Mr. McKenzie’s background and experience and contains the details 

of his qualifications. 

Q. MR. MCKENZIE, PLEASE DESCRIBE YOUR QUALIFICATIONS AND 

EXPERIENCE. 

A. Since joining FINCAP in 1984, I have participated in consulting assignments involving a 

broad range of economic and financial issues, including cost of capital, cost of service, rate 

design, economic damages, and business valuation.  I have extensive experience in economic 

and financial analysis for regulated industries, and in preparing and supporting expert 

witness testimony before courts, regulatory agencies, and legislative committees throughout 

the U.S. and Canada.  I have personally sponsored direct and rebuttal testimony concerning 

the rate of return on equity (“ROE”) in proceedings filed with FERC, the Kansas State 

Corporation Commission, Kentucky Public Service Commission, Montana Public Service 

Commission, the Washington Utilities and Transportation Commission, and the Wyoming 

Public Service Commission.  My testimony addressed the establishment of risk-comparable 

proxy groups, the application of alternative quantitative methods, and the consideration of 

regulatory standards and policy objectives in establishing a fair ROE for regulated electric 

and gas utility operations.  In addition, I have previously prepared prefiled direct and rebuttal 

testimony in over 250 regulatory proceedings before FERC, the Canadian Radio-Television 

and Telecommunications Commission, and regulatory agencies in over 30 states.  This 

testimony was sponsored by Dr. William E. Avera, who is President of FINCAP, Inc.  In 
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connection with these assignments, my responsibilities have included performing analytical 

methods to estimate investors’ required rate of return and critically evaluating the results of 

alternative approaches, preparing direct testimony, responding to data requests, evaluating 

the positions of other parties and preparing responsive testimony, representing clients in 

settlement negotiations and hearings, and assisting in the preparation of legal briefs.  Prior to 

joining FINCAP, I was employed by an oil and gas firm and was responsible for operations 

and accounting.  I earned B.A. and M.B.A. degrees with a major in finance from The 

University of Texas at Austin, and hold the Chartered Financial Analyst (CFA®) designation.  
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ADRIEN M. McKENZIE 

 
 
FINCAP, INC. 3907 Red River 
Financial Concepts and Applications Austin, Texas 78751 
Economic and Financial Counsel (512) 458–4644 
 FAX (512) 458–4768 
 fincap3@texas.net 
 
Summary of Qualifications 
 
Adrien McKenzie has an MBA in finance from the University of Texas at Austin and holds the 
Chartered Financial Analyst (CFA) designation. He has over 25 years experience in economic and 
financial analysis for regulated industries, and in preparing and supporting expert witness testimony 
before courts, regulatory agencies, and legislative committees throughout the U.S. and Canada. 
Assignments have included a broad range of economic and financial issues, including cost of capital, 
cost of service, rate design, economic damages, and business valuation.  
 
Employment 

 
Consultant, 
FINCAP, Inc. 
(June 1984 to June 1987) 
(April 1988 to present) 

Economic consulting firm specializing in regulated 
industries and valuation of closely-held businesses. 
Assignments have involved electric, gas, 
telecommunication, and water/sewer utilities, with clients 
including utilities, consumer groups, municipalities, 
regulatory agencies, and cogenerators.  Areas of 
participation have included rate of return, revenue 
requirements, rate design, tariff analysis, avoided cost, 
forecasting, and negotiations.  Develop cost of capital 
analyses using alternative market models for electric, gas, 
and telephone utilities.  Prepare pre-filed direct and 
rebuttal testimony, participate in settlement negotiations, 
respond to interrogatories, evaluate opposition testimony, 
and assist in the areas of cross-examination and the 
preparations of legal briefs. Other assignments have 
involved preparation of technical reports, valuations, 
estimation of damages, industry studies, and various 
economic analyses in support of litigation. 

 
Manager, 
McKenzie Energy Company 
(Jan. 1981 to May. 1984) 

Responsible for operations and accounting for firm 
engaged in the management of working interests in oil and 
gas properties. 

Exhibit WEA/AMM 2 
Page 3 of 5



4 
 

 
 
Education  
 
M.B.A., Finance, 
University of Texas at Austin 
(Sep. 1982 to May. 1984) 

Program included coursework in corporate finance, 
accounting, financial modeling, and statistics.  Received 
Dean's Award for Academic Excellence and Good 
Neighbor Scholarship. 
Professional Report: The Impact of Construction 
Expenditures on Investor-Owned Electric Utilities  

 
 
B.B.A., Finance, 
University of Texas at Austin 
(Jan. 1981 to May 1982) 

Electives included capital market theory, portfolio 
management, and international economics and finance. 
Elected to Beta Gamma Sigma business honor society. 
Dean's List 1981-1982. 

 
Simon Fraser University, 
Vancouver, Canada and University 
of Hawaii at Manoa, Honolulu, 
Hawaii 
(Jan. 1979 to Dec 1980) 

 
Coursework in accounting, finance, economics, and liberal 
arts. 

 
Professional Associations 
 
Received Chartered Financial Analyst (CFA) designation in 1990. 

Member – CFA Institute. 
 

Bibliography  
“A Profile of State Regulatory Commissions,” A Special Report by the Electricity Consumers 

Resource Council (ELCON), Summer 1991. 

“The Impact of Regulatory Climate on Utility Capital Costs: An Alternative Test,” with Bruce H. 
Fairchild, Public Utilities Fortnightly (May 25, 1989). 

 

Presentations  
“ROE at FERC: Issues and Methods,” Expert Briefing on Parallels in ROE Issues between AER, ERA, 

and FERC, Jones Day (Sydney, Melbourne, and Perth, Australia) (April 15, 2014) 

Cost of Capital Working Group eforum, Edison Electric Institute (April 24, 2012) 

“Cost-of-Service Studies and Rate Design,” General Management of Electric Utilities (A Training 
Program for Electric Utility Managers from Developing Countries), Austin, Texas (October 1989 
and November 1990 and 1991). 
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Representative Assignments  
Mr. McKenzie has prepared and supported prefiled testimony submitted in over 250 regulatory 
proceedings.  In addition to filings before regulators in 33 states, Mr. McKenzie has considerable 
expertise in preparing expert analyses and testimony before the Federal Energy Regulatory 
Commission (“FERC”) on the issue of ROE.  Many of these proceedings have been influential in 
addressing key aspects of FERC’s policies with respect to ROE determinations.  Broad experience in 
applying and evaluating the results of quantitative methods to estimate a fair ROE, including 
discounted cash flow approaches, the Capital Asset Pricing Model, risk premium methods, and other 
quantitative benchmarks.  Other representative assignments have included the application of 
econometric models to analyze the impact of anti-competitive behavior and estimate lost profits; 
development of explanatory models for nuclear plant capital costs in connection with prudency 
reviews; and the analysis of avoided cost pricing for cogenerated power.   
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ROE ANALYSES

SUMMARY OF RESULTS

DCF Average Midpoint

Value Line 9.5% 10.6%

IBES 10.0% 10.8%

Zacks 9.4% 10.1%

Reuters 10.1% 10.8%

Internal br + sv 8.6% 8.9%

Empirical CAPM ‐ Historical Bond Yield

Unadjusted 11.3% 11.4%

Size Adjusted 12.2% 12.2%

Empirical CAPM ‐ Projected Bond Yield

Unadjusted 11.6% 11.7%

Size Adjusted 12.4% 12.4%

Utility Risk Premium

Historical Bond Yields

Projected Bond Yields

Cost of Equity Recommendation

Cost of Equity Range 9.7% ‐‐ 11.3%

Recommended Point Estimate

Flotation Cost Adjustment

Dividend Yield

Flotation Cost Percentage

Adjustment

ROE Recommendation 10.62%

0.12%

10.1%

3.0%

11.3%

3.9%

10.50%
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ROE ANALYSES

CHECKS OF REASONABLENESS

Average Midpoint

CAPM ‐ Historical Bond Yield

Unadjusted 10.7% 10.9%

Size Adjusted 11.6% 11.6%

CAPM ‐ Projected Bond Yield

Unadjusted 11.1% 11.2%

Size Adjusted 11.9% 11.9%

Expected Earnings

Industry

Proxy Group 9.9% 10.8%

Non‐Utility DCF

Value Line 10.9% 10.9%

IBES 10.5% 10.4%

Zacks 10.4% 10.7%

Reuters 10.3% 11.1%

10.6%
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REGULATORY MECHANISMS

ELECTRIC GROUP

Company (a) Mechanism

1 Ameren Corp. FCA, PGA, ICR, DSM, ECA, BDR

2 American Elec Pwr FCA, ICR, ECA

3 Black Hills Corp.
FCA, PGA, ICR; ECA, TCR, WNA, Construction financing rider to recover 

financing costs in lieu of AFUDC

4 CMS Energy Corp. FCA, PGA, RDM

5 Entergy Corp. FCA; PGA; SCR; DSM; Pre‐Approval rider for generating facility

6 FirstEnergy Corp. DSM; ICR; TCR

7 Great Plains Energy FCA in Kansas (no FCA in Missouri); PCR

8 Hawaiian Elec. FCA, RDM

9 IDACORP, Inc. FCA, RDM (Fixed Cost Adjustment Mechanism), DSM 

10 PG&E Corp. FCA, RDM

11 SCANA Corp. FCA, PGA, RDM, ICR, DSM, PCR, SCR 

12 Sempra Energy FCA, RDM

13 Westar Energy FCA, ECA, PCR

(a) Excludes American Electric Power Company, Inc.

BDR ‐‐ Bad Debt Cost Recovery Rider

DSM ‐‐ Demand Side Management / Conservation Adjustment Clause

ECA ‐‐ Environmental and/or Emissions Cost Adjustment Clause

FCA ‐‐ Fuel and/or Power Cost Adjustment Clause

FTY ‐ Jurisdiction allows for future test year

ICR ‐‐ Infrastructure Investment / Renewables Cost Recovery Mechanism

PCR ‐‐ Pension Cost Recovery Mechanism

PGA ‐‐ Gas Cost Adjustment Clause

RDM ‐‐ Revenue Decoupling Mechanism

SCR ‐ Storm Cost Recovery Tracker

TCR ‐‐ Transmission Cost Recovery Tracker

WNC ‐‐ Weather Normalization Clause or other mitigants

Source : 2013 Form 10‐K Reports
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CAPITAL STRUCTURE

ELECTRIC GROUP

Common Common

Company Debt Preferred Equity Debt Other Equity

1 Ameren Corp. 47.5% 0.0% 52.5% 45.5% 1.0% 53.5%

2 American Elec Pwr 49.0% 0.0% 51.0% 52.0% 0.0% 48.0%

3 Black Hills Corp. 51.6% 0.0% 48.4% 53.5% 0.0% 46.5%

4 CMS Energy Corp. 68.7% 0.0% 31.3% 62.5% 0.5% 37.0%

5 Entergy Corp. 54.1% 1.4% 44.5% 54.5% 1.0% 44.5%

6 FirstEnergy Corp. 57.6% 0.0% 42.4% 55.0% 0.0% 45.0%

7 Great Plains Energy 50.0% 0.6% 49.4% 43.5% 0.5% 56.0%

8 Hawaiian Elec. 46.4% 0.0% 53.6% 50.0% 0.5% 49.5%

9 IDACORP, Inc. 43.5% 6.6% 49.9% 48.5% 0.0% 51.5%

10 PG&E Corp. 48.2% 0.9% 50.9% 48.5% 0.5% 51.0%

11 SCANA Corp. 53.9% 0.0% 46.1% 52.5% 0.0% 47.5%

12 Sempra Energy 51.1% 0.1% 48.8% 52.0% 0.0% 48.0%

13 Westar Energy 51.4% 0.0% 48.6% 50.0% 0.0% 50.0%

Average 51.8% 0.7% 47.5% 51.4% 0.3% 48.3%

(a) Company Form 10‐K and Annual Reports.

(b) The Value Line Investment Survey (Aug. 22, Sep. 19, & Oct. 31, 2014).

Value Line Projected (b)At Fiscal Year‐End 2013  (a)

Exhibit WEA/AMM 5 
Page 1 of 1



DCF MODEL ‐ ELECTRIC GROUP

DIVIDEND YIELD

(a) (b)

Company  Price Dividends Yield

1   Ameren Corp. 39.78$   1.64$   4.1%

2   American Elec Pwr 54.29$   2.12$   3.9%

3   Black Hills Corp. 49.95$   1.62$   3.2%

4   CMS Energy Corp. 30.73$   1.13$   3.7%

5   Entergy Corp. 79.19$   3.32$   4.2%

6   FirstEnergy Corp. 34.88$   1.44$   4.1%

7   Great Plains Energy 25.17$   0.96$   3.8%

8   Hawaiian Elec. 26.99$   1.24$   4.6%

9   IDACORP, Inc. 56.77$   1.88$   3.3%

10   PG&E Corp. 45.81$   1.82$   4.0%

11   SCANA Corp. 50.85$   2.15$   4.2%

12   Sempra Energy 105.56$ 2.76$   2.6%

13   Westar Energy 35.40$   1.40$   4.0%

     Average 3.8%

(a) Average of closing prices for 30 trading days ended Oct. 31, 2014.

(b) The Value Line Investment Survey, Summary & Index (Oct. 31, 2014).
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DCF MODEL ‐ ELECTRIC GROUP

GROWTH RATES

(a) (b) (c) (d) (e)

br+sv

Company  V Line IBES Zacks Reuters Growth

1   Ameren Corp. 4.5% 8.9% 8.3% 8.9% 4.0%

2   American Elec Pwr 4.5% 5.0% 4.9% 5.0% 3.9%

3   Black Hills Corp. 9.5% 7.0% NA NA 4.1%

4   CMS Energy Corp. 6.5% 6.8% 6.1% 6.8% 6.3%

5   Entergy Corp. 1.0% 1.7% ‐1.1% 1.7% 4.2%

6   FirstEnergy Corp. 4.5% ‐0.5% ‐4.5% ‐3.3% 3.9%

7   Great Plains Energy 6.0% 5.0% 5.0% 5.0% 3.1%

8   Hawaiian Elec. 4.0% 4.0% 4.0% 4.0% 3.9%

9   IDACORP, Inc. 1.5% 4.0% 4.0% NA 3.6%

10   PG&E Corp. 5.0% 7.0% 5.6% 8.2% 3.0%

11   SCANA Corp. 5.0% 4.6% 4.4% 4.6% 5.0%

12   Sempra Energy 7.0% 7.5% 7.5% 7.5% 6.1%

13   Westar Energy 6.0% 3.2% 3.8% 3.2% 4.9%

(a) The Value Line Investment Survey (Aug. 22, Sep. 19, & Oct. 31, 2014).

(b)

(c)

(d)

(e) See Exhibit No. 7.

www.reuters.com/finance/stocks (retrieved Oct. 31, 2014).

Earnings Growth

www.finance.yahoo.com (retrieved Oct. 31, 2014).

www.zacks.com (retrieved Oct. 31,  2014).
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DCF MODEL ‐ ELECTRIC GROUP

DCF COST OF EQUITY ESTIMATES

(a) (a) (a) (a) (a)

br+sv

Company  V Line IBES Zacks Reuters Growth

1   Ameren Corp. 8.6% 13.0% 12.4% 13.0% 8.1%

2   American Elec Pwr 8.4% 8.9% 8.8% 8.9% 7.8%

3   Black Hills Corp. 12.7% 10.2%    NA    NA 7.4%

4   CMS Energy Corp. 10.2% 10.5% 9.8% 10.5% 10.0%

5   Entergy Corp. 5.2% 5.9% 3.1% 5.8% 8.4%

6   FirstEnergy Corp. 8.6% 3.6% ‐0.4% 0.8% 8.1%

7   Great Plains Energy 9.8% 8.8% 8.8% 8.8% 6.9%

8   Hawaiian Elec. 8.6% 8.6% 8.6% 8.6% 8.5%

9   IDACORP, Inc. 4.8% 7.3% 7.3%    NA 6.9%

10   PG&E Corp. 9.0% 10.9% 9.6% 12.2% 6.9%

11   SCANA Corp. 9.2% 8.8% 8.6% 8.8% 9.2%

12   Sempra Energy 9.6% 10.1% 10.1% 10.1% 8.7%

13   Westar Energy 10.0% 7.2% 7.8% 7.2% 8.8%

Average  (b) 9.5% 10.0% 9.4% 10.1% 8.6%

Midpoint (c) 10.6% 10.8% 10.1% 10.8% 8.9%

(a)

(b) Excludes highlighted figures.

(c) Average of low and high values.

Cost of Equity Estimates

Sum of dividend yield (Exhibit No. 6, p. 1) and respective growth rate (Exhibit No. 6, p. 2).
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ELECTRIC UTILITY RISK PREMIUM

CURRENT BOND YIELD

Current Equity Risk Premium

(a) Avg. Yield over Study Period 8.69%

(b) Average Utility Bond Yield 4.34%

Change in Bond Yield ‐4.35%

(c) Risk Premium/Interest Rate Relationship ‐0.4246

Adjustment to Average Risk Premium 1.85%

(a) Average Risk Premium over Study Period 3.53%

Adjusted Risk Premium 5.38%

Implied Cost of Equity

(b) BBB Utility Bond Yield 4.70%

Adjusted Equity Risk Premium 5.38%

Risk Premium Cost of Equity 10.08%

(a) Exhibit No. 9, page 3.

(b)

(c) Exhibit No. 9, page 4.

Average bond yield for six‐months ending Oct. 2014 based on data from Moodyʹs Investors Service 

at www.credittrends.com.
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ELECTRIC UTILITY RISK PREMIUM

PROJECTED BOND YIELD

Current Equity Risk Premium

(a) Avg. Yield over Study Period 8.69%

(b) Average Utility Bond Yield 2015‐2019 6.41%

Change in Bond Yield ‐2.28%

(c) Risk Premium/Interest Rate Relationship ‐0.4246

Adjustment to Average Risk Premium 0.97%

(a) Average Risk Premium over Study Period 3.53%

Adjusted Risk Premium 4.50%

Implied Cost of Equity

(b) BBB Utility Bond Yield 2015‐2019 6.77%

Adjusted Equity Risk Premium 4.50%

Risk Premium Cost of Equity 11.27%

(a) Exhibit No. 9, page 3.

(b)

(c) Exhibit No. 9, page 4.

Based on data from IHS Global Insight, U.S. Economic Outlook at 79 (May 2014); Energy 

Information Administration, Annual Energy Outlook 2014 (May 7, 2014); & Moodyʹs Investors 

Service at www.credittrends.com.
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ELECTRIC UTILITY RISK PREMIUM

AUTHORIZED RETURNS

(a) (b)

Allowed Average Utility Risk

Year ROE Bond Yield Premium

1974 13.10% 9.27% 3.83%

1975 13.20% 9.88% 3.32%

1976 13.10% 9.17% 3.93%

1977 13.30% 8.58% 4.72%

1978 13.20% 9.22% 3.98%

1979 13.50% 10.39% 3.11%

1980 14.23% 13.15% 1.08%

1981 15.22% 15.62% ‐0.40%

1982 15.78% 15.33% 0.45%

1983 15.36% 13.31% 2.05%

1984 15.32% 14.03% 1.29%

1985 15.20% 12.29% 2.91%

1986 13.93% 9.46% 4.47%

1987 12.99% 9.98% 3.01%

1988 12.79% 10.45% 2.34%

1989 12.97% 9.66% 3.31%

1990 12.70% 9.76% 2.94%

1991 12.55% 9.21% 3.34%

1992 12.09% 8.57% 3.52%

1993 11.41% 7.56% 3.85%

1994 11.34% 8.30% 3.04%

1995 11.55% 7.91% 3.64%

1996 11.39% 7.74% 3.65%

1997 11.40% 7.63% 3.77%

1998 11.66% 7.00% 4.66%

1999 10.77% 7.55% 3.22%

2000 11.43% 8.09% 3.34%

2001 11.09% 7.72% 3.37%

2002 11.16% 7.53% 3.63%

2003 10.97% 6.61% 4.36%

2004 10.75% 6.20% 4.55%

2005 10.54% 5.67% 4.87%

2006 10.36% 6.08% 4.28%

2007 10.36% 6.11% 4.25%

2008 10.46% 6.65% 3.81%

2009 10.48% 6.28% 4.20%

2010 10.34% 5.56% 4.78%

2011 10.29% 5.13% 5.16%

2012 10.17% 4.26% 5.91%

2013 10.02% 4.55% 5.47%

Average 12.21% 8.69% 3.53%

(a)

(b) Moodyʹs Investors Service.

Major Rate Case Decisions, Regulatory Focus, Regulatory Research Associates; UtilityScope 
Regulatory Service , Argus.
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ELECTRIC UTILITY RISK PREMIUM

REGRESSION RESULTS

SUMMARY OUTPUT

Regression Statistics
Multiple R 0.9186517

R Square 0.8439209

Adjusted R Square 0.8398135

Standard Error 0.0051378

Observations 40

ANOVA

df SS MS F Significance F
Regression 1 0.005423795 0.005424 205.4662 6.5706E‐17

Residual 38 0.001003105 2.64E‐05

Total 39 0.0064269

Coefficients Standard Error t Stat P‐value Lower 95% Upper 95% Lower 95.0% Upper 95.0%
Intercept 0.0721319 0.002698047 26.73484 3.02E‐26 0.06666996 0.07759379 0.066669963 0.077593786

X Variable 1 ‐0.4245597 0.02961887 ‐14.3341 6.57E‐17 ‐0.48451992 ‐0.36459938 ‐0.48451992 ‐0.36459938
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EXPECTED EARNINGS APPROACH

ELECTRIC GROUP

(a) (b) (c)

Expected Return Adjustment Adjusted Return

Company  on Common Equity Factor on Common Equity

1   Ameren Corp. 9.5% 1.0210 9.7%

2   American Elec Pwr 10.0% 1.0223 10.2%

3   Black Hills Corp. 9.0% 1.0218 9.2%

4   CMS Energy Corp. 13.5% 1.0338 14.0%

5   Entergy Corp. 10.0% 1.0220 10.2%

6   FirstEnergy Corp. 8.5% 1.0213 8.7%

7   Great Plains Energy 7.5% 1.0160 7.6%

8   Hawaiian Elec. 10.0% 1.0275 10.3%

9   IDACORP, Inc. 8.5% 1.0206 8.7%

10   PG&E Corp. 8.5% 1.0242 8.7%

11   SCANA Corp. 10.0% 1.0380 10.4%

12   Sempra Energy 11.5% 1.0248 11.8%

13   Westar Energy 9.5% 1.0266 9.8%

Average  (d) 9.9%

Midpoint (e) 10.8%

(a) The Value Line Investment Survey (Aug. 22, Sep. 19, & Oct. 31, 2014).

(b) Adjustment to convert year‐end return to an average rate of return from Exhibit No. 7.

(c) (a) x (b).

(d) Excludes highlighted figures.

(e) Average of low and high values.
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DCF MODEL ‐ NON‐UTILITY GROUP

DIVIDEND YIELD

(a) (b)

Company                 Industry Group       Price Dividends Yield

1   Church & Dwight Household Products 70.12$     1.24$    1.8%

2   Coca‐Cola Beverage 42.42$     1.30$    3.1%

3   Colgate‐Palmolive Household Products 65.22$     1.50$    2.3%

4   ConAgra Foods Food Processing 33.60$     1.00$    3.0%

5   Genʹl Mills Food Processing 50.32$     1.66$    3.3%

6   Hormel Foods Food Processing 51.55$     0.86$    1.7%

7   Johnson & Johnson Medical Supply 103.52$   2.80$    2.7%

8   Kellogg Food Processing 61.46$     1.96$    3.2%

9   Kimberly‐Clark Household Products 108.99$   3.36$    3.1%

10   McCormick & Co. Food Processing 67.75$     1.60$    2.4%

11   McDonaldʹs Corp. Restaurant 92.83$     3.40$    3.7%

12   PepsiCo, Inc. Beverage 93.56$     2.74$    2.9%

13   Procter & Gamble Household Products 84.36$     2.58$    3.1%

14   Smucker (J.M.) Food Processing 99.73$     2.59$    2.6%

15   Verizon Communic. Telecommunications 49.24$     2.20$    4.5%

16   Wal‐Mart Stores Retail Store 76.45$     1.92$    2.5%

     Average 2.9%

(a) Average of closing prices for 30 trading days ended Oct. 31, 2014.

(b) The Value Line Investment Survey, Summary & Index(Oct. 31, 2014).
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DCF MODEL ‐ NON‐UTILITY GROUP

GROWTH RATES

(a) (b) (c) (d)

Company                 V Line IBES Zacks Reuters

1   Church & Dwight 9.5% 9.88% 9.93% 8.80%

2   Coca‐Cola 6.5% 3.83% 6.22% 3.83%

3   Colgate‐Palmolive 10.5% 8.50% 8.60% 8.00%

4   ConAgra Foods 8.0% 9.35% 8.23% 10.70%

5   Genʹl Mills 7.0% 6.50% 7.64% 6.00%

6   Hormel Foods 11.0% 11.00% 8.00% NA

7   Johnson & Johnson 6.5% 6.55% 6.04% 6.63%

8   Kellogg 6.5% 5.80% 5.93% 4.20%

9   Kimberly‐Clark 9.0% 6.70% 7.22% 6.70%

10   McCormick & Co. 8.0% 8.60% 7.97% 8.60%

11   McDonaldʹs Corp. 7.0% 5.43% 7.26% 4.92%

12   PepsiCo, Inc. 8.5% 7.76% 7.88% 7.45%

13   Procter & Gamble 7.5% 8.30% 8.05% 8.30%

14   Smucker (J.M.) 8.0% 7.60% 7.13% 7.50%

15   Verizon Communic. 8.0% 7.18% 8.24% 8.35%

16   Wal‐Mart Stores 6.5% 5.54% 6.75% 4.16%

(a) The Value Line Investment Survey (Aug, 22, Aug. 29, Sep. 19. Sep. 26, Oct. 24 & Oct. 31, 2014).

(b) www.finance.yahoo.com (retreived Nov. 5, 2014).

(c) www.zacks.com (Retreived Nov. 6, 2014).

(d) www.reuters.com (retreived Nov. 6, 2014).

Earnings Growth Rates
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DCF MODEL ‐ NON‐UTILITY GROUP

DCF COST OF EQUITY ESTIMATES

(a) (a) (a) (a)

Company                 V Line IBES Zacks Reuters

1   Church & Dwight 11.3% 11.6% 11.7% 10.6%

2   Coca‐Cola 9.6% 6.9% 9.3% 6.9%

3   Colgate‐Palmolive 12.8% 10.8% 10.9% 10.3%

4   ConAgra Foods 11.0% 12.3% 11.2% 13.7%

5   Genʹl Mills 10.3% 9.8% 10.9% 9.3%

6   Hormel Foods 12.7% 12.7% 9.7%   NA

7   Johnson & Johnson 9.2% 9.3% 8.7% 9.3%

8   Kellogg 9.7% 9.0% 9.1% 7.4%

9   Kimberly‐Clark 12.1% 9.8% 10.3% 9.8%

10   McCormick & Co. 10.4% 11.0% 10.3% 11.0%

11   McDonaldʹs Corp. 10.7% 9.1% 10.9% 8.6%

12   PepsiCo, Inc. 11.4% 10.7% 10.8% 10.4%

13   Procter & Gamble 10.6% 11.4% 11.1% 11.4%

14   Smucker (J.M.) 10.6% 10.2% 9.7% 10.1%

15   Verizon Communic. 12.5% 11.6% 12.7% 12.8%

16   Wal‐Mart Stores 9.0% 8.1% 9.3% 6.7%

Average (b) 10.9% 10.5% 10.4% 10.3%

Midpoint (c) 10.9% 10.4% 10.7% 11.1%

(a) Sum of dividend yield (Exhibit No. 12, p. 1) and respective growth rate (Exhibit No. 12, p. 2).

(b) Excludes highlighted figures.

(c) Average of low and high values.

Cost of Equity Estimates
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DIRECT TESTIMONY OF 

JEFFREY B. BARTSCH, ON BEHALF OF 
KENTUCKY POWER COMPANY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
 

I. INTRODUCTION 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A. My name is Jeffrey B. Bartsch.  I am the Director of Tax Accounting and 2 

Regulatory Support for American Electric Power Service Corporation 3 

(“AEPSC”), a wholly owned subsidiary of American Electric Power Company, 4 

Inc. (“AEP”), the parent company of Kentucky Power Company (“Kentucky 5 

Power” or “Company”).  My business address is 1 Riverside Plaza, Columbus, 6 

Ohio 43215. 7 

II. BACKGROUND 

Q. PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND 8 

AND BUSINESS EXPERIENCE. 9 

A. I earned a Bachelor of Business Administration Degree in Accounting from Ohio 10 

University in 1979.  I am a Certified Public Accountant and have been licensed in 11 

Ohio since 1981.  I am also a member of the American Institute of Certified 12 

Public Accountants.  I was first employed by Arthur Andersen & Co. in 1979 in 13 

the Audit section where I was assigned to various clients, including those in the 14 

electric utility industry.  In 1985, I accepted a position with the AEPSC Tax 15 

Department.  Since that time I have held various positions until June 2000 when I 16 

was promoted to my current position. 17 

Q. WHAT ARE YOUR RESPONSIBILITIES? 18 
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A. As Director of Tax Accounting and Regulatory Support, my responsibilities 1 

include oversight of the recording of the tax accounting entries and records of 2 

AEP and its subsidiaries, including Kentucky Power.  I am also responsible for 3 

coordinating the development of state and federal tax data to be provided by the 4 

AEPSC Tax Department in regulatory proceedings.  I have attended numerous 5 

tax, accounting and regulatory seminars throughout my professional career. 6 

Q. HAVE YOU PREVIOUSLY TESTIFIED IN ANY REGULATORY 7 

PROCEEDINGS? 8 

A. Yes.  In addition to previous testimony before the Public Service Commission of 9 

Kentucky (“Commission”), I have filed testimony before the Public Utilities 10 

Commission of Ohio on behalf of Columbus Southern Power Company and Ohio 11 

Power Company; with the Michigan Public Service Commission on behalf of 12 

Indiana Michigan Power Company; with the Louisiana Public Service 13 

Commission on behalf of Southwestern Electric Power Company; and with the 14 

Federal Energy Regulatory Commission in a transmission rate case for the eastern 15 

AEP Operating Companies.  I have also filed testimony with and testified before 16 

the Public Utility Commission of Texas on behalf of AEP Texas Central 17 

Company, AEP Texas North Company, Southwestern Electric Power Company 18 

and Electric Transmission Texas, LLC.  In addition, I have filed testimony with 19 

and testified before the Virginia State Corporation Commission on behalf of 20 

Appalachian Power Company, the Public Service Commission of West Virginia 21 

on behalf of Appalachian Power Company and Wheeling Power Company and 22 

with the Indiana Utility Regulatory Commission on behalf of Indiana Michigan 23 
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Power Company.  Like Kentucky Power, all of these companies, except Electric 1 

Transmission Texas, LLC, are AEP operating companies. 2 

III. PURPOSE OF DIRECT TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS 3 

PROCEEDING? 4 

A. The purpose of my testimony in this proceeding is to calculate the Gross Revenue 5 

Conversion Factor, to present and support the jurisdictional federal, state and 6 

local income taxes to which Kentucky Power is subject, and to support certain 7 

fixed, known and measurable ratemaking adjustments to the test year ended 8 

September 30, 2014 related to these income taxes. 9 

Q. ARE YOU SPONSORING ANY EXHIBITS? 10 

A. Yes, I am sponsoring Exhibit JBB-1 which represents Kentucky Power’s Stand 11 

Alone § 199 Deduction. 12 

IV. GROSS REVENUE CONVERSION FACTOR 

Q. PLEASE DESCRIBE THE GROSS REVENUE CONVERSION FACTOR 13 

(GRCF). 14 

A. The GRCF represents the factor necessary to determine the incremental amount of 15 

gross revenue required to generate an additional dollar of operating income after 16 

accounting for the effects of uncollectible accounts, Commission assessment fees 17 

and State and Federal income taxes. 18 

Q. HOW WAS THE GRCF RATE DETERMINED? 19 

A. The same methodology was used in this case as was utilized in the Company’s 20 

prior base rate cases.  The uncollectible accounts rate and commission assessment 21 
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fees rate were provided to me by Company Witness Wohnhas and the state 1 

income tax rates and apportionment factors are based on the most recent state 2 

income tax return information and are currently being used in the monthly closing 3 

accrual process.  Please see Section V, Workpaper S-2, Page 2. 4 

Q. DID THE COMPANY REFLECT A SECTION 199 MANUFACTURING 5 

DEDUCTION AS A COMPONENT OF THE GRCF?  6 

A. No.  7 

Q. HAS THE COMMISSION INCLUDED A SECTION 199 8 

MANUFACTURING DEDUCTION AS A COMPONENT OF THE GRCF 9 

IN PREVIOUS ENVIRONMENTAL RATE CASE ORDERS? 10 

A. Yes.  In Case No. 2005-00068 the Commission held that the Section 199 11 

deduction “should be recognized and reflected in the gross-up factor … to the rate 12 

of return calculations for Big Sandy’s environmental surcharge rate base.”1  That 13 

decision was affirmed on appeal by the Kentucky Court of Appeals in 14 

Commonwealth ex rel. Stumbo v. Kentucky Public Service Comm’n.2 15 

Q. DID THE COMPANY FOLLOW THE COMMISSION’S 16 

METHODOLOGY FROM THE ENVIRONMENTAL RATE FILINGS 17 

AND INCLUDE THE SECTION 199 MANUFACTURING DEDUCTION 18 

AS A COMPONENT OF THE GRCF? 19 

                                                 
1 Order, In the Matter of:  Application of Kentucky Power Company for Approval of an Amended 
Compliance Plan for Purposes of Recovering Additional Costs of Pollution Control Facilities and to 
Amend Its Environmental Cost Recovery Tariff, Case No. 2005-00068 at 26-27 (Ky. P.S.C. September 7, 
2005). 
2 243 S.W.3d 374, 383 (Ky. App. 2007). 
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A. No.  The Environmental Rate Orders were made before the Commission had the 1 

benefit of history with regards to the actual amount of manufacturing deduction 2 

that the Company would be able to claim on its tax returns.  The Section 199 3 

deduction was a new permanent Federal Income tax deduction that started in 4 

2005.  As described later in my testimony, AEP has not been able to claim this 5 

deduction on most of its Consolidated Federal Income Tax returns and Kentucky 6 

Power would not have been able to claim this deduction on many of its Federal 7 

Income Tax returns had it filed on a stand-alone basis. 8 

Q. DOES IT MAKE A DIFFERENCE WHETHER THE SECTION 199 9 

DEDUCTION IS INCLUDED IN THE GRCF AS OPPOSED TO IT BEING 10 

INCLUDED AS A SEPARATE SCHEDULE M ADJUSTMENT IN THE 11 

FEDERAL INCOME TAX CALCULATIONS? 12 

A. Yes.  If the Section 199 deduction is included in the GRCF, it assumes that the 13 

Company will be able to claim a deduction on each and every income tax return.  14 

The Section 199 deduction is not an automatic deduction that can be taken on the 15 

income tax returns.  It is determined on an annual basis based on the facts and 16 

circumstances and is more closely aligned with taxable income not book income.  17 

Including the Section 199 deduction as a component of the GRCF assumes that 18 

the book return on production activities will approximate the Qualified Production 19 

Activities Income (QPAI) which would be used in calculating the Section 199 20 

manufacturing deduction.  21 

Q. PLEASE EXPLAIN WHY BOOK INCOME WOULD BE DIFFERENT 22 

THAN QPAI? 23 
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A. The primary difference between book income and QPAI is that QPAI is derived 1 

from taxable income associated with generation activities only.  By using 2 

generation related book income, the impact of all book/tax temporary differences, 3 

including bonus tax depreciation, is excluded.  There is no direct link between 4 

book income and QPAI due to the differences in the reporting of revenues and 5 

expenses between book and tax purposes.  6 

Q. WHAT IS THE IMPACT IF THE COMMISSION CONTINUES TO 7 

INCLUDE THE SECTION 199 MANUFACTURING DEDUCTION AS A 8 

COMPONENT OF THE GRCF? 9 

A. The years in which the Company would have been able to claim this deduction on 10 

a stand-alone tax return basis are very limited.  By embedding this deduction in 11 

rates by way of the GRCF, the Commission is passing along a permanent tax 12 

deduction in rates (through reduced income tax expense) that simply does not 13 

exist. See Exhibit JBB-1. 14 

Q. WHAT IS THE COMPANY’S RECOMMENDATION FOR INCLUDING 15 

THE BENEFIT OF THE SECTION 199 MANUFACTURING 16 

DEDUCTION IN BASE RATES? 17 

A. As outlined later in my testimony, the Company recommends that the 18 

Commission take advantage of historical evidence by including a Schedule M for 19 

the Section 199 Manufacturing Deduction in the income tax calculations rather 20 

than using hypothetical information by including it as a component of the GRCF.  21 

In this Case, the Company has used the average Schedule M deduction from the 22 

last three Kentucky Power stand-alone Federal income tax returns.  23 
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Q. WHY USE THE STAND-ALONE TAX METHOD FOR KENTUCKY 1 

POWER INSTEAD OF AN ALLOCATION OF A SHARE FROM THE 2 

AEP CONSOLIDATED FEDERAL INCOME TAX RETURNS? 3 

A. We believe that a stand-alone approach is more consistent with rate-making 4 

concepts than the consolidated tax return result.  If the consolidated Federal tax 5 

return approach had been used, Kentucky Power would have only been eligible 6 

for the Section 199 deduction one time since 2005.  However, the tax deduction 7 

computed on a stand-alone basis yields a deduction for the Company unrelated to 8 

the limitations associated with the computations in the consolidated AEP tax 9 

return.  Unlike the GRCF gross-up method, which overstates the deduction and 10 

the consolidated Federal tax return method which may understate the benefit, we 11 

believe the stand-alone approach best reflects the true value of the benefit to 12 

Kentucky Power. 13 

 The stand-alone approach also is consistent with the court of appeals explanation 14 

in the appeal from the Commission’s decision in Case No. 2005-00068: 15 

Here the Commission is applying the method it has used 16 
historically - the stand-alone entity method - which, it 17 
appears, KP is in overall agreement with. Use of that 18 
method will, no doubt, have its ups and downs for the 19 
utility. However, a new federal tax deduction has been 20 
passed into law which the Commission reasonably 21 
recognized in calculating KP's allowable tax expense.3   22 

 

 

 

                                                 
3243 S.W.3d 374, 383 (Ky. App. 2007). 
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V. JURISDICTIONAL STATE AND FEDERAL INCOME TAXES 

Q. PLEASE DESCRIBE THE COMPUTATION OF JURISDICTIONAL 1 

STATE AND CURRENT FEDERAL INCOME TAXES. 2 

A. The computation of jurisdictional Current Federal Income Tax is accomplished by 3 

first allocating the Pre-Tax Book Income and the various Schedule M 4 

Adjustments used in the determination of the Company’s total separate return 5 

federal taxable income, and applying the statutory federal income tax rate of 35%, 6 

as shown in Section V, Exhibit 3. The computation of jurisdictional Deferred 7 

Federal income tax is accomplished by applying the appropriate federal income 8 

tax rate to the allocated normalized timing differences, as shown in Section V, 9 

Exhibit 3, and by amortizing the allocated balances of the embedded Deferred 10 

Federal income taxes balances over the appropriate remaining lives.  The 11 

computation of jurisdictional Deferred Investment Tax Credit is accomplished by 12 

amortizing the allocated balances over the appropriate remaining lives.  The State 13 

income tax is calculated on the same basis as the Federal income tax expense as 14 

shown in Section V, Exhibit 3.  Company Witnesses Vaughn and Listebarger 15 

prepared the jurisdictional allocation factors. 16 

Q. WERE DEFERRED TAXES AND INVESTMENT TAX CREDITS 17 

ALLOCATED TO THE KENTUCKY RETAIL JURISDICTION? 18 

A. Yes. Each component was allocated to the Kentucky retail jurisdiction as shown 19 

in Section V, Exhibit 3. 20 
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VI. RATEMAKING ADJUSTMENTS 

Q. WHICH RATEMAKING ADJUSTMENTS ARE YOU SPONSORING? 1 

A. I am sponsoring ratemaking Adjustments in Section V, Specifically; I am 2 

sponsoring the following ratemaking adjustments in Schedule 5: 3 

ADJ Description 
Reference in 
Section V, 
Exhibit 2 

46 Sales & Use Tax W46 

47 State Franchise Tax W47 

49 Removal Cost Schedule M W49 

50 Section 199 Manufacturing 
Deduction W50 

51 Mitchell Depreciation Schedule M W51 

56 ADIT Related to Big Sandy Coal 
Assets Removed from Rate Base W56 

59 Deferred State Income Tax 
Amortization W59 

 

Each of these adjustments is necessary in order to reflect an adjusted test year 4 

level of tax expense representative of ongoing operations.  In addition, I have 5 

reviewed each of the ratemaking adjustments proposed by other Company 6 

witnesses and determined the proper income tax consequences as shown on 7 

Section V, Schedule 5. 8 

Q. PLEASE DESCRIBE THE TAX ADJUSTMENTS THAT YOU ARE 9 

SPONSORING. 10 

A. Adjustment 59 on tab W59 of Section V Exhibit 2 is necessary to amortize the 11 

Deferred State Income Tax (DSIT) balance that was recorded by Kentucky Power 12 

as part of the Mitchell Plant acquisition. Historically, Kentucky Power has not 13 

recorded Deferred State Income Taxes in ratemaking, so the Company proposes 14 
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that this balance be amortized as a credit to tax expense over the remaining life of 1 

the Mitchell Plant.  This amortization period is based on the new book 2 

depreciation rates which are being recommended in this rate filing by Company 3 

Witness Davis.  Additional detail regarding this adjustment is provided below. 4 

 Adjustment 56 on tab W56 of Section V Exhibit 2 adjusts the ADFIT as of 5 

September 30, 2014 to be removed from rate base as a result of the net book value of 6 

the Big Sandy coal assets being removed from rate base. 7 

Adjustment 49 on tab W49 of Section V Exhibit 2 adjusts the Removal 8 

Cost Schedule M to reflect the average of the deduction claimed on the last three tax 9 

returns filed. Since this Schedule M is treated as flow-through for ratemaking 10 

purposes and can fluctuate significantly between years, a three year average would 11 

be more representative of a normal annual Schedule M Adjustment. 12 

 Adjustment 50 on tab W50 of Section V Exhibit 2 adjusts the Section 199 13 

Manufacturing Deduction that would have been claimed by Kentucky Power had it 14 

filed a separate Federal income tax return rather been included in the AEP System 15 

Consolidated Tax Return.  This adjustment was based on the average of the last 16 

three stand-alone tax returns.  Additional detail regarding this adjustment is provided 17 

below. 18 

 Adjustment 51 on tab W51 of Section V Exhibit 2 incorporates the 19 

annualization of the depreciation Schedule M’s related to the Mitchell Plant 20 

acquisition. The test period currently only reflects 9 months of Mitchell Plant 21 

depreciation Schedule M’s. 22 
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 Adjustment 46 on tab W46 of Section V Exhibit 2 adjusts the Sales & Use 1 

Tax Expense to remove an out-of-period adjustment related to the settlement of a 2 

Sales & Use Tax Audit that was recorded during the test period. 3 

 Adjustment 47 on tab W47 of Section V Exhibit 2 adjusts the State 4 

Franchise Tax Expense to zero to reflect the fact that the West Virginia Franchise 5 

Tax will by law be completely phased-out starting in 2015. 6 

                 Deferred State Income Tax Amortization Adjustment (59) 7 

Q. WHY IS KENTUCKY POWER PROPOSING A DEFERRED STATE 8 

INCOME TAX AMORTIZATION ADJUSTMENT? 9 

A. Historically, Kentucky Power has not included deferred state income tax expense 10 

in the ratemaking process.  As a result of the Mitchell Plant acquisition which was 11 

recorded as a tax-free reorganization under §368 of the Internal Revenue Code, 12 

Kentucky Power also acquired their share of the existing Accumulated DSIT 13 

balance that was recorded on Ohio Power Company’s books related to the 14 

Mitchell Plant.  As of the acquisition date of December 31, 2013, Kentucky 15 

Power recorded $4,723,865 of Accumulated DSIT related to the Mitchell Plant.  16 

The Company is proposing that this balance be amortized over the remaining 17 

book life of the Mitchell Plant of 23.59 years.  This remaining book life was 18 

obtained from Company Witness Davis.  The effect of this adjustment is to 19 

decrease Kentucky Power’s jurisdictional State Income tax expense by $197,446 20 

as shown on Section V, Schedule 5. 21 
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                  Section 199 Manufacturing Deduction (50) 1 

Q. HAS THE COMPANY REFLECTED THE ANNUAL EFFECT OF THE 2 

SECTION 199 DEDUCTION UNDER THE INTERNAL REVENUE CODE 3 

IN THE CALCULATION OF THE FEDERAL INCOME TAX 4 

OBLIGATION? 5 

A. Yes. The Company reflected a Section 199 manufacturing deduction in the 6 

calculation of the Federal income tax liability in Section V, Schedule 5, even 7 

though Kentucky Power has not been able to claim this deduction since 2006. The 8 

Company has not been eligible to take advantage of the Section 199 deduction as 9 

a result of its participation in the AEP Consolidated Federal income tax return, 10 

however, a Section 199 deduction has been computed for this rate filing as if the 11 

Company had filed a separate stand-alone Federal Income Tax Return with the 12 

IRS.  The Company has utilized this separate stand-alone tax return approach 13 

consistently in its tax calculations in previous rate filings with this Commission. 14 

Q. HOW DID KENTUCKY POWER CALCULATE A SECTION 199 15 

DEDUCTION FOR PURPOSES OF THIS RATE PROCEEDING? 16 

A. Kentucky Power used a three year average of what its Section 199 deduction 17 

would have been on its 2011, 2012 and 2013 Federal income tax returns had it 18 

filed separate stand-alone corporate tax returns for those years. 19 

Q. DOES KENTUCKY POWER EXPECT TO CLAIM A SECTION 199 20 

DEDUCTION ON ITS 2014 OR ITS 2015 TAX RETURN? 21 
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A. At this time it is uncertain whether or not Kentucky Power will actually have 1 

positive qualified manufacturing income in 2014 or 2015 in order to receive a 2 

Section 199 deduction in either year. 3 

Q. DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY? 4 

A. Yes. 5 

 



Exhibit JBB-1

2005 2006 2007 2008 2009 2010 2011 2012 2013

1 Domestic Production Gross Receipts 852,995,718    740,947,246    616,038,125    688,653,583    484,208,134    556,866,990    556,188,427    458,864,027    500,669,202    

2 Allocable Cost of Goods Sold 818,622,334    672,394,297    508,176,022    683,279,907    521,833,674    531,997,257    534,169,872    435,216,736    488,061,007    
3 Directly Allocable Deductions, Expenses, or Losses 41,643,928      52,424,256      100,567,894    8,830,760        6,195,533        12,381,964      13,758,302      12,466,302      13,610,845      
4 Indirectly Allocable Deductions, Expenses, or Losses 9,797,178        9,242,596        9,620,284        10,124,326      9,868,191        8,811,852        7,784,907        7,707,973        6,654,824        

5 Add lines 2 Through 4 870,063,440    734,061,149    618,364,200    702,234,993    537,897,398    553,191,073    555,713,081    455,391,011    508,326,676    

6 Qualified Production Activities Income (Loss) (17,067,722)     6,886,097        (2,326,075)       (13,581,410)     (53,689,264)     3,675,917        475,346           3,473,016        (7,657,474)       

7 Federal Taxable Income Limitation - Form 1040 - Line 30 11,852,070      34,659,105      26,773,624      1,377,727        (79,923,011)     30,366,964      29,192,737      19,277,355      21,088,012      

8 Enter Smaller of line 6 or Line 7 (17,067,722)     6,886,097        (2,326,075)       (13,581,410)     (79,923,011)     3,675,917        475,346           3,473,016        (7,657,474)       
9 Domestic Production Activities % 3.00% 3.00% 6.00% 6.00% 6.00% 9.00% 9.00% 9.00% 9.00%

10 Preliminary Domestic Production Activities Deduction -                   206,583           -                   -                   -                   330,833           42,781             312,571           -                   

11 Form W-2 Wages 32,421,805      2,575,769     11,561,463      13,130,297      12,782,302      13,993,234   11,985,467      10,586,304      9,154,598        
12 Wage Limitation Percentage 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00%

13 Form W-2 Wage Limitation 16,210,903      1,287,885        5,780,732        6,565,149        6,391,151        6,996,617        5,992,734        5,293,152        4,577,299        

14 Enter the Smaller of Line 10 or Line 13 -                   206,583           -                   -                   -                   330,833           42,781             312,571           -                   

15 Domestic Production Activities Deduction -                   206,583           -                   -                   -                   330,833           42,781             312,571           -                   

Kentucky Power 
Stand-Alone §199 Deduction
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DIRECT TESTIMONY OF 
ANDREW R. CARLIN, ON BEHALF OF 

KENTUCKY POWER COMPANY  
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

 
 
 

I.  INTRODUCTION 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A. My name is Andrew R. Carlin.  My business address is American Electric Power, 2 

15th Floor, One Riverside Plaza, Columbus, Ohio 43215. My position is Director of 3 

Compensation & Executive Benefits for the American Electric Power Service 4 

Corporation (“AEPSC”), a wholly owned subsidiary of American Electric Power 5 

Company, Inc. (“AEP”).  AEP is the parent company of Kentucky Power Company 6 

(“Kentucky Power” or the “Company”).  AEPSC supplies engineering, financing, 7 

accounting and similar planning and advisory services to AEP’s eleven electric 8 

operating companies, including Kentucky Power.   9 

Q. PLEASE DESCRIBE YOUR EDUCATION, PROFESSIONAL 10 

QUALIFICATIONS AND BUSINESS EXPERIENCE. 11 

A. I received a Bachelor of Arts Degree from Bowdoin College in 1988 with majors in 12 

Economics and Government.  I also received a Masters of Business Administration 13 

Degree from the J. L. Kellogg Graduate School of Management at Northwestern 14 

University in 1992, with concentrations in finance, management strategy, and 15 

accounting.   16 

  From 1987 to 1988, I worked for Putnam Investor Services as a Shareholder 17 

Services Representative.  From 1988 to 1990 and in the summer of 1991, I worked as 18 
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an Associate Consultant and Research Analyst in the U.S. Compensation Practice for 1 

William M. Mercer, a leading international human resource consulting firm.  From 2 

1992 to 2000, I worked for Bank One Corporation, now part of J.P. Morgan Chase, in 3 

multiple planning, finance and compensation capacities.      4 

  I joined AEPSC as the Director of Executive Compensation & Benefits in 5 

2000.  In 2002 I took on responsibility for employee compensation, in addition to my 6 

executive compensation and benefits responsibilities.  In my current position, I am 7 

responsible for, among other things, developing and maintaining effective and 8 

cost-efficient compensation programs for the Company and its subsidiaries. 9 

Q. WHAT SERVICES DOES THE AEPSC COMPENSATION SECTION 10 

PROVIDE TO KENTUCKY POWER, AEP AND AEPSC? 11 

A. The compensation department is responsible for the design, development, and 12 

administration of compensation and some of the benefit plans for the AEP System. 13 

The compensation group develops and administers the employee compensation 14 

programs to be fair and market competitive which enables the Company to attract, 15 

retain and motivate employees with the skills and experience necessary to provide 16 

reliable electric service, efficiently and effectively, for Kentucky Power customers.    17 

The compensation team conducts ongoing research and recommends changes to 18 

compensation programs as necessary to prudently manage total employee 19 

compensation.  The compensation group also develops communications materials to 20 

manage and execute the plans, while monitoring compliance with federal and state 21 

regulations related to compensation.  22 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE A REGULATORY BODY? 23 
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A. Yes.  I have testified in person or submitted written testimony in the following 1 

regulatory proceedings: 2 

• On behalf of Kentucky Power Company in Kentucky Case No. 2013-00197; 3 

• On behalf of Appalachian Power Company in Virginia S.C.C. Case 4 
No. PUE-2011-00037; 5 

• On behalf of Indiana Michigan Power Company in Michigan Case 6 
No. U-16180; 7 

• On behalf of Appalachian Power Company and Wheeling Power Company in 8 
West Virginia Case No. 10-0699-E-42T; 9 

• On behalf of Public Service Company of Oklahoma in Oklahoma Cause 10 
No. 201300217; and 11 

• On behalf of Southwestern Electric Power Company in Texas P.U.C. Docket 12 
No. 40443. 13 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 14 

A. The purpose of my testimony is to demonstrate that the compensation for Kentucky 15 

Power employees and Kentucky Power’s allocated share of compensation for AEPSC 16 

employees, which are the amounts Kentucky Power seeks to include in its cost of 17 

service, is reasonable, necessary, market-competitive, vital for the attraction and 18 

retention of employees with the skills and experience necessary to efficiently and 19 

effectively operate Kentucky Power’s business, and beneficial to customers.  In 20 

addition, I will discuss the steps that the Company has taken, in light of economic 21 

conditions and the Company’s financial situation, to reduce compensation costs and 22 

total labor expense.   23 

 24 

II.  OVERVIEW OF COMPENSATION PRACTICES 25 

Q. WHAT IS THE COMPANY’S OVERALL APPROACH TO 26 

COMPENSATION? 27 
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A. The Company’s compensation strategy for all levels of positions is to provide a target 1 

total compensation opportunity (a combination of base salary or base rate plus a 2 

variable, at risk incentive portion) that is, on average, at the median of the market for 3 

similar positions.   4 

Q. DOES THE USE OF MEDIANS AS BENCHMARKS MEAN THAT 5 

EMPLOYEE COMPENSATION WILL GENERALLY BE AT THE MEDIAN? 6 

A. No.  The median is used to assign job grades and ranges to each job as described 7 

above, but the base pay range for each job extends approximately 22.5 percent above 8 

and below the midpoint.  Individual base pay rates may fall anywhere within the 9 

assigned range depending on individual performance, qualifications and other factors. 10 

Q. WHAT TYPES OF COMPENSATION DOES THE COMPANY GENERALLY 11 

PROVIDE TO EMPLOYEES? 12 

A. The Company compensates all employees with both base pay and an annual incentive 13 

compensation opportunity.  I refer to the sum of these two types of compensation as 14 

total cash compensation (“TCC”) herein.  In addition to base pay and annual incentive 15 

compensation, approximately 550 positions in the AEP system are provided with a 16 

long-term incentive compensation opportunity.  I refer to the total compensation 17 

opportunity provided to these management and executive positions (TCC plus long-18 

term incentive compensation) as total direct compensation (“TDC”) herein. For 19 

positions that do not typically receive long-term incentive compensation, TCC and 20 

TDC are the same.  In this testimony “Total Compensation” is used to refer to the 21 

definition of compensation that includes all applicable forms of incentive 22 

compensation for the positions in question, TCC or TDC, as appropriate. 23 
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Q. HOW DO YOU DETERMINE THAT THE COMPANY’S COMPENSATION 1 

LEVELS ARE REASONABLE AND MARKET COMPETITIVE? 2 

A. The Company primarily uses compensation surveys to compare its compensation 3 

rates and practices to those of other similar companies.  Changes to the Company’s 4 

compensation rates and practices are generally made as needed to maintain 5 

compensation that is competitive for each position relative to these survey 6 

comparisons of market competitive compensation.  The Company’s compensation 7 

department participates in or purchases numerous third-party compensation surveys 8 

each year that aid in ensuring that the Company’s compensation levels are reasonable 9 

and market competitive.  These surveys provide extensive compensation information 10 

for statistically significant samples of incumbents in a wide variety of jobs. 11 

  Specifically, the compensation department matches Company positions to the 12 

jobs included in these surveys and compares the compensation levels and practices 13 

for these positions with those of similar companies for similar positions with similar 14 

responsibilities, size and scope.  After accounting for any differences in position 15 

scope, the compensation department uses market median total compensation, 16 

including the target value of all incentive compensation, as the primary compensation 17 

benchmark.  Salary is also used as a point of comparison for all positions and TCC is 18 

also used as a point of comparison for positions for which the Company provides a 19 

long-term incentive compensation opportunity.  This process for assigning and 20 

reviewing salary ranges and associated target incentive opportunities is consistent 21 

with the compensation practices of the majority of electric utilities and other large 22 
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U.S. companies.  The surveys completed and used in this process for the historical 1 

test year are listed in EXHIBIT ARC-1 (Compensation Survey List). 2 

Q. WHY IS TOTAL COMPENSATION CHOSEN AS THE PRIMARY POINT OF 3 

COMPARISON RATHER THAN BASE SALARY LEVELS? 4 

A. Total compensation is chosen as the primary point of comparison because it includes 5 

base salary and all statistically significant types of incentive compensation.  Survey 6 

information shows that annual incentive compensation is a statistically significant and 7 

often substantial component of market competitive compensation for nearly every 8 

position.  Survey information also shows that long-term incentive compensation is a 9 

statistically significant and often substantial component of market competitive 10 

compensation for high level exempt and executive positions.  Therefore, no 11 

assessment of market competitive compensation would be complete or valid without 12 

including annual incentive compensation for all positions and including long-term 13 

incentive compensation for high level exempt professional, managerial and executive 14 

positions.  Because of the company provides incentive compensation, the Company’s 15 

base pay levels are typically lower than those of companies that also seek to pay 16 

market competitively but provide less or no incentive compensation opportunity.  17 

Q. DOES THE INCENTIVE COMPENSATION THE COMPANY PROVIDES TO 18 

EMPLOYEES CONTRIBUTE TO A TOTAL COMPENSATION 19 

OPPORTUNITY THAT EXCEEDS THE MARKET COMPETITIVE LEVEL? 20 

A. No.  The Company’s incentive compensation is not a ‘bonus’ plan. Incentive 21 

compensation is a portion of employee pay that is at risk.  This is designed to 22 

motivate employees and provide needed compensation that when it is combined with 23 
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base pay, the incentive compensation portion brings employee total compensation to a 1 

reasonable market-competitive level.  The target value of this incentive compensation 2 

portion of employee pay is a critical component of the market-competitive total 3 

compensation package, which the Company uses to attract and retain qualified 4 

employees.   5 

Q. DO YOU BELIEVE IT WOULD BE REASONABLE FOR THE COMPANY 6 

TO ELIMINATE A PORTION OF ITS INCENTIVE COMPENSATION?  7 

A. No, because this would reduce the employees’ total compensation provided by the 8 

Company to less than the market competitive range for a substantial number of 9 

positions.  Paying market competitive compensation enables the Company to attract, 10 

retain, and motivate the suitably knowledgeable, experienced and qualified 11 

employees it needs to efficiently and effectively provide services to customers, while 12 

minimizing overall expense, which is in the interests of all constituents.  For example, 13 

the compensation expense saved by targeting compensation to less than the market 14 

competitive range would likely be more than offset by increased hiring and training 15 

expense due to increased employee turnover, as well as lower employee productivity 16 

while newer employees learn to perform their jobs safely, efficiently and effectively.  17 

This is particularly true for positions that require lengthy apprenticeships to learn the 18 

skills needed to work independently and safely, such as Line Mechanics. 19 

Q. HOW ARE BASE SALARIES, EXCLUDING INCENTIVE COMPENSATION 20 

AND OVERTIME, DETERMINED FOR SALARIED EMPLOYEES? 21 

A. Base salary offers for salaried positions are made by the Company management 22 

within the salary range for the job grade assigned to each position based on the 23 
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qualifications and experience of the prospective employee relative to the requirements 1 

for the position.  For jobs with multiple incumbents, the base salaries of other 2 

employees in the same position are also a major factor.   3 

  The Company also maintains a merit increase program for all salaried 4 

positions.  The amount budgeted annually for merit increases is established by senior 5 

AEP management based on salary planning surveys, the market-competitiveness of 6 

the Company’s compensation and the budget dollars available for salary increases.  7 

The merit program generally provides an annual salary increase opportunity to 8 

salaried employees based on their individual performance.  However, due to financial 9 

constraints, the merit program was suspended for 2009 as part of an overall salary 10 

freeze and constrained to less than the market competitive level for 2010 for all 11 

salaried employees.  For executives, the merit program was suspended completely for 12 

both of these years.  The merit program was suspended and constrained in these years 13 

due to the Company’s financial situation and the extraordinarily difficult economic 14 

conditions in its service territories.  For 2011 the Company resumed the merit 15 

program with 3.2 percent merit budget of salary expense for that period, which was 16 

near the market median for such budgets.  For 2012 the Company’s merit budget was 17 

2.675 percent, which was less than the market median for all employee categories.  18 

For 2013, the Company’s merit budget was 3.0 percent which was the same as the 19 

market median.  Since the merit budget was less than the market competitive level for 20 

several of these years and since none of these merit budgets were significantly above 21 

market, AEP’s pay levels did not keep pace with market competitive compensation 22 

during this period.  The Company’s 2014 merit budget was 3.0 percent, which was 23 
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also the market median for the year, and an additional 0.35% was added for line of 1 

progression promotions which had been highly constrained since 2009. 2 

  As part of the merit program, each employee’s individual performance is 3 

evaluated on at least an annual basis.  The amount of the “merit” increase awarded to 4 

each employee, if any, is based on a combination of factors, including their individual 5 

performance rating, their performance relative to their peers, the position of their 6 

salary within the salary range for their job, and the size of the merit budget.      7 

Q. HOW DOES THE COMPANY’S OVERALL BASE SALARY INCREASE 8 

BUDGET COMPARE TO MARKET FOR THE YEARS 2009 THROUGH 9 

2014? 10 

A. Table ARC-1 below compares median utility industry base salary increase budgets 11 

for employees, other than those in hourly/craft positions, to Company’s salary 12 

increase budget for the years 2009-2014. 13 
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 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

  Also shown in Table ARC-1, the Company’s base pay increase budgets have 18 

substantially lagged the market median overall for the last several years.  While many 19 

companies pared back their salary increase budgets in 2009 due to economic 20 

conditions, the Company’s salary freeze was a far more substantial response.  While 21 

utility companies generally returned to nearly 3 percent increase for 2010, the 22 

Non-
exempt 
Salaried

Exempt Executive

Utility Industry Market Median*
2009 Actual 2.75% 2.50% 2.00%
2010 Actual 2.70% 3.00% 2.95%
2011 Actual 3.00% 2.90% 3.00%
2012 Actual 2.75% 3.00% 3.00%
2013 Actual 3.00% 3.00% 3.00%
2014 Projected 3.00% 3.00% 3.00%

Total 17.20% 17.40% 16.95%

The Company
2009 Actual 0.00% 0.00% 0.00%
2010 Actual 2.00% 2.00% 0.00%
2011 Actual 3.20% 3.20% 3.20%
2012 Actual 2.68% 2.68% 2.68%
2013 Actual 3.00% 3.00% 3.00%
2014 Actual** 3.35% 3.35% 3.35%

Total 14.23% 14.23% 12.23%

Difference -2.98% -3.18% -4.73%

**3.00% was merit budget; .35% was Promotional & Equity Adjustments

Table ARC-1

*The Conference Board Research Report, U.S. Salary 
Increase Budgets for 2010, 2011, 2012 and 2013
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Company increased base wages by only 2 percent and maintained a salary freeze for 1 

executive positions.  For 2011, the Company’s base wage increases basically kept 2 

pace with the market median and did not make up a significant portion of the 2009 3 

and 2010 shortfall.   The Company’s 2012 salary increase budget of 2.675 percent 4 

again lagged the market before returning to market median levels for 2013.  For 2014, 5 

the Company allocated 3.35 percent total salary increase budget, slightly above the 6 

market median of 3.00 percent. Even with this additional funding this year, the 7 

Company’s overall total salary increase budgets for non-exempt salaried and exempt 8 

positions still lag the market median by 2.975 percent and 3.175 percent over this 9 

period, while the salary increase budget for AEP executives was a total of 4.725 10 

percent less than the utility industry market median. 11 

Q. HOW ARE BASE PAY INCREASES ADMINISTERED FOR 12 

HOURLY/CRAFT EMPLOYEES? 13 

A. Base pay increases for hourly/craft employees, such as line mechanics and meter 14 

readers, are provided as general increases, expressed as percentages of current base 15 

pay rates.  General increases are negotiated with the labor unions that represent the 16 

Company’s employees.    The Company based its position in these negotiations on 17 

survey projections for market median general increases and market median total cash 18 

compensation paid by similar companies for these types of positions.  As shown in 19 

Table ARC-2 below, pay increases for these types of employees have also lagged the 20 

market overall. 21 

 22 

 23 
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 5 
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 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

  The Company’s total increase budget was 5.25 percent less than the market 15 

median for hourly/craft employees for the 2009 through projected 2014 period, 16 

including a 2.5 percent general increase that has been negotiated with most 17 

bargaining units for 2014.  Reducing the growth of base wages is one of several 18 

difficult steps the Company has taken to address its financial situation and economic 19 

conditions in its service territory and such actions directly benefit customers by 20 

reducing the cost of the Company’s electric service.   21 

Table ARC-2

Utility Industry Market Median*
2009 Actual 2.50%
2010 Actual 2.85%
2011 Actual 2.90%
2012 Actual 3.00%
2013 Actual 3.00%
2014 Projected 3.00%

Total 17.25%

The Company
2009 Actual 0.00%
2010 Actual 2.00%
2011 Actual 3.00%
2012 Actual 2.00%
2013 Actual 2.50%
2014 Actual 2.50%

Total 12.00%

Difference -5.25%

Hourly/Craft Employees

*The Conference Board Research Report, U.S. Salary 
Increase Budgets Survey
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Q. WHAT OTHER STEPS HAS THE COMPANY TAKEN TO CONTROL 1 

COMPENSATION EXPENSE IN LIGHT OF THE GREAT RECESSION AND 2 

WEAK RECOVERY? 3 

A. The additional steps the Company has taken include:  4 

• Freezing external hiring from November 2008 through 2009; 5 

• Freezing line of progression promotional increases, such as Accountant to Sr. 6 
Accountant, from November 2008 through 2010, other than for physical/craft 7 
positions; 8 

• Substantially reducing the use of external contractors and temporary 9 
employees; and  10 

• Substantially reducing the employee workforce through staff reductions and 11 
severance programs. 12 

Q. HOW HAVE THE STEPS TAKEN TO CONTROL KENTUCKY POWER, 13 

AEP AND AEPSC’S COMPENSATION EXPENSES AFFECTED THE 14 

COMPETITIVENESS OF THE COMPANY’S COMPENSATION?  15 

A. The below market merit and base pay increases for 2009 and 2012 caused the 16 

Company’s base pay, target total cash compensation and target total direct 17 

compensation to decline relative to peer companies.  As a result, base compensation 18 

levels for all types of positions (physical/craft, salaried and managerial) are below the 19 

market median on average although the Company’s base compensation levels 20 

generally remain within the market competitive range (typically considered to be +/- 21 

10 percent of the median for hourly/craft employees and +/- 15 percent for other 22 

employees).  The Company’s target annual incentive compensation has also fallen 23 

relative to market because these levels are calculated as a function of base 24 

compensation.  As a result, the Company’s target total cash compensation (base pay 25 

plus target annual incentive compensation) and target total direct compensation (total 26 
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cash compensation plus target long-term incentive compensation) were also affected 1 

by the steps the Company has taken to control compensation expense, particularly the 2 

below market base pay increases.   3 

 4 

III.  COMPETITIVENESS OF TOTAL COMPENSATION 5 

Q. HOW DOES KENTUCKY POWER, AEP AND AEPSC’S TARGET TOTAL 6 

COMPENSATION FOR PHYSICAL AND CRAFT POSITIONS COMPARE 7 

WITH MARKET DATA? 8 

A. As shown in EXHIBIT ARC-2 (Kentucky Power TCC vs. Market for Technical, 9 

Craft and Clerical Positions), Kentucky Power’s average TCC for the physical and 10 

craft positions included in the EAP Data Information Solutions, LLC 2013 Energy 11 

Technical Craft Clerical Survey is 7.2 percent below the market median.  Assuming a 12 

market competitive compensation range of +/- 10 percent of the survey median, 13 

which is typical practice for such positions, Kentucky Power’s average TCC is within 14 

but in the lower half of the market competitive range.  However, if Kentucky Power’s 15 

annual incentive compensation were to be excluded, then TCC for 9 of 12 16 

physical/craft positions would fall below the market-competitive range and Kentucky 17 

Power’s average TCC would fall 12.5 percent below the market competitive range.  18 

This shows that the annual incentive compensation paid by Kentucky Power is 19 

necessary of market competitive compensation for these positions and, thus, is a 20 

reasonable and appropriate cost of doing business that cannot be eliminated without 21 

an offsetting increase in base pay if total compensation is to remain competitive.   22 
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Q. HOW DOES KENTUCKY POWER’S AND AEPSC’S TARGET TOTAL 1 

COMPENSATION FOR NON-MANAGERIAL EXEMPT POSITIONS 2 

COMPARE WITH MARKET DATA? 3 

A. EXHIBIT ARC-3 (TCC vs. Market for Exempt Positions) compares Kentucky 4 

Power’s and AEPSC’s compensation for non-executive exempt positions to those of 5 

similar companies, based on applicable external survey data.  Using +/- 15 percent of 6 

the market midpoint as the market-competitive range, which is typical for exempt 7 

positions, this exhibit indicates that, on average, the Kentucky Power’s and AEPSC’s 8 

target TCC for these positions was 0.2 percent below the market median, which is 9 

well within the +/- 15 percent market competitive range.   However, if Kentucky 10 

Power’s and AEPSC’s annual incentive compensation were to be excluded, then TCC 11 

for these positions would fall to 10.8 percent below the market median.  While the 12 

Kentucky Power’s and AEPSC’s average TCC would remain at the low end of the 13 

market competitive range, 7of 22 individual positions (31.8 percent) would fall below 14 

the market competitive range.  This shows that the annual incentive compensation 15 

opportunity Kentucky Power and AEPSC provide to these positions is necessary to 16 

maintain the competitiveness of their total compensation and is a reasonable cost of 17 

doing business that, practically speaking, cannot be eliminated without a 18 

corresponding increase in base pay. 19 

Q. HOW DOES KENTUCKY POWER’S AND AEPSC’S TARGET TOTAL 20 

COMPENSATION FOR MANAGEMENT AND LEADERSHIP POSITIONS 21 

COMPARE WITH MARKET DATA? 22 
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A. The Human Resources Committee of AEP’s Board of Directors frequently engages a 1 

nationally recognized, independent executive compensation consulting firms to 2 

conduct a compensation study of AEP’s management and executive positions.  The 3 

peer group used for this study consists of companies specifically selected by the 4 

Human Resources (“HR”) Committee to represent the talent markets from which the 5 

Company must compete to attract and retain management and executive employees.  6 

The independent evaluation found that the Company’s average total direct 7 

compensation (base salary, annual incentive compensation, and long-term incentive 8 

compensation) was within the market-competitive range (+/- 15 percent of the 9 

benchmark), although less than the market median.  On average, for 27 executive 10 

positions, including all executive officers, the Company’s base salaries, total cash 11 

compensation, and total direct compensation were within proximity of market.  12 

Accordingly, on aggregate, the Company’s total compensation is market competitive.   13 

However, with respect to many of these positions, total compensation would fall 14 

below the market competitive range if the Company did not provide annual incentive 15 

compensation or replace it with some other form of compensation.  Similarly, all of 16 

these positions would fall below the market competitive range if long-term incentive 17 

compensation was eliminated without an offsetting increase in some other form of 18 

compensation.   19 

Once again, this shows that the incentive compensation is necessary to 20 

maintain the competitiveness of the total compensation package the Company 21 

provides to its employees.  Therefore, the Company’s total compensation, including 22 

the full target value of incentive compensation, is a reasonable cost of doing business.  23 
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Practically speaking, this incentive compensation cannot be eliminated without a 1 

corresponding increase in base pay or without diminishing the Company’s ability to 2 

attract and retain the suitably knowledgeable and experienced management and 3 

executive employees that the Company needs to efficiently and effectively provide its 4 

services to customers.   5 

 6 

IV. TYPES OF INCENTIVE COMPENSATION OFFERED 7 
BY KENTUCKY POWER, AEP AND AEPSC  8 

Q. DO YOU HAVE COMMENTS ABOUT INCENTIVE COMPENSATION 9 

TRENDS AND ITS PREVELANCE? 10 

A. Yes.  Incentive compensation has withstood the pressures of the great recession and 11 

the unprecedented challenges of cost, risk, scrutiny and talent management issues 12 

facing employers today.  It continues to be used nearly universally by public utilities 13 

and other U.S. companies to encourage desired behaviors and provide competitive 14 

total compensation opportunities.  The compensation analyses discussed above in this 15 

testimony (EXHIBITS ARC 2 and 3) show that market median total compensation 16 

includes incentive compensation for 100 percent of the positions included in these 17 

studies, including all 12 technical, craft and clerical positions, in which 116 Kentucky 18 

Power employees are incumbents.  19 

  The Company provides both annual and long-term incentive compensation as 20 

part of a market-competitive total compensation package, not as a “bonus” on top of 21 

an already market competitive compensation package.  As a result, incentive 22 

compensation does not increase payroll costs.  In other words, if incentive 23 
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compensation were not provided, the same dollar value of incentive compensation 1 

would need to be added to base pay in order for the Company to maintain the a 2 

market competitive of the total compensation package it provides to employees.  3 

Paying market competitive compensation enables the Company to attract, retain, and 4 

motivate the suitably knowledgeable and experienced employees it needs to 5 

efficiently and effectively provide its electric services to ratepayers.  Furthermore, 6 

incentive compensation provides many additional and substantial benefits to 7 

ratepayers, which are described in detail later in this testimony.   8 

Q. HOW COMMON ARE ANNUAL INCENTIVE COMPENSATION PLANS IN 9 

THE UTILITY INDUSTRY? 10 

A. Annual incentive compensation plans are widespread in U.S. industry and among 11 

public electric utility companies.  Median actual and target short-term incentive 12 

compensation is at least 5 percent of base salary for all levels of salaried energy 13 

services industry employees, including positions with base salaries of less than 14 

$30,000 (Towers Watson Data Services, 2013 CDB Energy Middle Management, 15 

Professional and Support Compensation Survey Report, p. 140).  Over 100 Energy 16 

Services Industry companies participated in this survey.  Furthermore, EXHIBIT 17 

ARC-4 (Towers Watson 2010 Annual Incentive Plan Design Survey Findings 18 

Report), states that:  19 

In today’s turbulent economic environment, organizations face a 20 
‘perfect storm’ of cost, risk, scrutiny and talent management issues. 21 
Amid these unprecedented challenges, annual incentive plans continue 22 
to play an important role in communicating and reinforcing critical 23 
organizational objectives, encouraging desired behaviors and 24 
providing competitive total direct compensation opportunities. (p. 4)   25 
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Q. WHAT ARE THE GENERAL BENEFITS OF ANNUAL INCENTIVE 1 

COMPENSATION? 2 

A. The Company provides incentive compensation in lieu of larger base salaries because 3 

it improves the Company’s performance without increasing overall compensation 4 

expense.  It encourages cost control and aligns work with Company objectives, 5 

thereby increasing both employee and the Company performance.  When incentive 6 

compensation is provided as a component of a market competitive total compensation 7 

package, it has no incremental cost above the cost of providing market competitive 8 

compensation using base pay alone.   9 

Without compensation linked to the Company performance, management’s 10 

compensation would be dependent only on retaining their position, which would 11 

reduce investment by discouraging managers from taking on prudent business 12 

investments.  Such a compensation structure would be misaligned with the interests 13 

of both shareholders and customers, who depend on the Company’s continued 14 

prudent and efficient investment in maintenance, system upgrades and system 15 

expansion for electric service.  Similarly, linking compensation only to short-term 16 

performance is counter to both shareholder and customer interests because it would 17 

discourage investment necessary for the long-term success of the business.  The age 18 

old adage “You get what you pay for” generally rings true with compensation.  19 

Paying only base compensation to employees at any level sends a clear signal to them 20 

that they need only perform their job well enough to avoid being fired for poor 21 

performance.  For management employees, the absence of incentive compensation 22 

can discourage pursuit of projects that would be prudent investments for shareholders 23 



CARLIN  20 

  

and customers.  This is because pursuing major projects requires taking on prudent 1 

business risks that puts management’s continued employment at risk.  Similarly, a 2 

management compensation package that includes base pay and only short-term 3 

incentive compensation does little to encourage long-term projects, even projects that 4 

would be prudent investments for both shareholders and customers, because most 5 

long-term projects require upfront investment that reduces short-term earnings and 6 

often requires management to forego short-term incentive compensation. 7 

Q. WHAT ADDITIONAL BENEFITS DOES ANNUAL INCENTIVE 8 

COMPENSATION PROVIDE? 9 

A. Annual incentive compensation also: 10 

• Helps to attract, retain and motivate the qualified employees the Company 11 
needs to efficiently and effectively provide electric service to customers;  12 

• Communicates goals and objectives to employees in a manner that is more 13 
effective than otherwise possible.  This focuses and more closely aligns 14 
employee efforts with these goals and objectives; 15 

• Aligns the goals and objectives of departments throughout the organization 16 
with overall goals and objectives and, thereby, better ensure that all groups are 17 
working towards the same objectives; 18 

• Encourages and motivates employees to achieve these goals and objectives; 19 

• Rewards employees for their individual performance along with the 20 
Company’s performance; 21 

• Links some compensation for all employees to performance objectives so that 22 
all employees have a personal stake in achieving these objectives; 23 

• Shifts a portion of compensation expense from a fixed to a variable expense 24 
that varies based on the performance of the Company.  This reduces earnings 25 
volatility, business risk, and borrowing costs as well as the difficulties caused 26 
by more frequent and extensive changes in the size of the Company’s work 27 
force that would be necessary without the earnings cushion that incentive 28 
compensation provides; 29 

• Creates a culture of high performance and cost consciousness; and 30 
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• Reduces the Company’s cost of service by virtue of the productivity increases, 1 
expense savings, and other benefits that it creates and that the Company 2 
would otherwise need to incur additional expense to provide. 3 

A.  Annual Incentive Compensation 4 

Q. DESCRIBE THE ANNUAL INCENTIVE COMPENSATION PLANS 5 

APPLICABLE TO THIS PROCEEDING. 6 

A. The Company’s annual incentive plans cover all employees from hourly positions 7 

through executive management.  The majority of the goals for Kentucky Power 8 

employees participating in this plan are measured at the Kentucky Power (operating 9 

company) level.  For the test year of October 1, 2013 through September 30, 2014 10 

there were separate annual incentive plans for Kentucky Power Utility Employees, 11 

AEPSC Utilities; Generation; Transmission, and several other smaller groups.  The 12 

remaining employees and all staff function and shared services employees 13 

participated in an AEP Annual Incentive Compensation Plan for the Executive 14 

Council and Staff.  As shown in EXHIBIT ARC-5 (2013 Company-Wide ICP 15 

Measures); the Company’s annual incentive plans were primarily funded based on 16 

AEP’s earnings per share (EPS), as has been the case in past years, but the weight on 17 

EPS was reduced from 100% to 75% for 2013 and 2014.  For these years 10% was 18 

funded by safety performance and the remaining 15% was funded by performance on 19 

strategic initiatives that typically vary each year.  There were also two extra credit 20 

measures: a 7.5 percent company-wide zero fatality measure and up to 5% extra 21 

credit for achieving cost savings targets and milestone objectives through culture and 22 

employee engagement activities.  Each incentive plan also includes a balanced 23 

scorecard consisting of the following four categories of performance measures: Safety 24 
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and Health, Operational, Financial or Regulatory and Strategic Initiatives.  For 1 

Kentucky Power in 2013, the financial category consisted of a 10 percent Utility 2 

Group operations and maintenance (“O&M”) vs. budget measure, which is a cost 3 

control measure, and a 15 percent Kentucky Power return on equity vs. target 4 

measure, which some may consider to be a rate of return measure, but which is really 5 

also a cost control measure for companies with regulated rates. 6 

Q. PLEASE DESCRIBE THE ANNUAL INCENTIVE PROGRAM FUNDING 7 

MECHANISM. 8 

A. As shown in EXHIBIT ARC-5 (2013 Company-Wide ICP Measures); the Company’s 9 

annual incentive plans were primarily funded based on AEP’s earnings per share 10 

(EPS), as has been the case in past years.  However, the weight on EPS was reduced 11 

from 100% to 75% for 2013 and 2014.  Of the remainder, 10% was funded by safety 12 

performance and 15% was funded by strategic initiative performance.  There were 13 

also two extra credit measures: a 7.5 percent company-wide zero fatality measure and 14 

up to 5% extra credit for achieving culture and employee engagement objectives and 15 

cost savings.  AEP’s EPS incentive funding measure is set annually by the HR 16 

Committee in consultation with AEP executive management.  The EPS performance 17 

measure is generally set at levels that are intended to provide a target payout on 18 

average and to only have about a 10 to 15 percent chance of producing either a zero 19 

or a maximum payout.   20 

Q. HOW DO THE COMPANY’S INCENTIVE COMPENSATION PLAN 21 

TARGETS COMPARE TO OTHER COMPANIES IN TERMS OF THE 22 
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PERCENTAGE OF COMPENSATION PAID UNDER THE INCENTIVE 1 

PLAN? 2 

A. Taking the Company’s annual incentive compensation program as a whole, for 2013 3 

the aggregate of the target awards for all participants was 9.6 percent of participant’s 4 

base pay, including overtime.  This is substantially below both the 16 percent median 5 

target for broad based plans. The AEP Systems’ target annual incentive compensation 6 

has fallen relative to market because these levels are calculated as a function of base 7 

pay.  Partially as a result, the AEP Systems’ target TCC (base pay, plus target annual 8 

incentive compensation) is also below market median on average. 9 

Q. IS IT APPROPRIATE FOR THE COMPANY TO REQUEST THE TOTAL 10 

ANNUAL COMPENSATION COST WHICH INCLUDES THE INCENTIVE 11 

PLAN TARGETS INCURRED DURING THE TEST YEAR IN THIS CASE?  12 

A. Yes.  The Company’s annual incentive compensation program has been in place for 13 

more than 15 years and, as explained further below, the program has produced 14 

substantial additional benefits that have already been reflected in the Company’s 15 

actual expenses for many prior years, including the test year.  Because of these 16 

benefits, and because the incentive compensation serves only to bring total 17 

compensation to market competitive levels it is reasonable for ratepayers to bear the 18 

cost of incentive compensation as customers continue to receive its financial benefit 19 

through the lower cost of service that efficiencies driven by incentive compensation 20 

already provided in the current and prior base rate proceedings.   21 

  While the annual incentive program is expected to produce additional 22 

incremental benefits going forward, these benefits are likely to be small compared to 23 
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the cumulative total of all ongoing benefits incentive compensation has produced in 1 

past years that have already been captured in rates or will be captured in rates through 2 

this proceeding.  To the extent that substantial additional benefits are produced going 3 

forward, shareholders will pay the incremental incentive compensation expense 4 

associated with the above target portion of the incentive payouts this performance 5 

produces.  This is appropriate because the financial benefit of this performance 6 

improvement would not be captured by customers until the next base rate case, 7 

although customers would immediately receive the benefits of any operational 8 

improvements.  Therefore, as explained in more detail below, it is just and reasonable 9 

to include all of the cost of annual incentive compensation in the Company’s cost of 10 

service for rate making purposes, except for the cost of any above target payouts. 11 

  EXHIBIT ARC-6 (CAHRS, Evaluating the Utility of Performance Based 12 

Pay), page 37, is an academic study that shows the substantial financial benefits that 13 

can result from linking pay to performance.  The financial benefits shown in this 14 

study are the result of improved performance provided by a workforce whose pay was 15 

closely linked to performance.   16 

  The Company must provide a market competitive total compensation 17 

opportunity to efficiently and effectively attract and retain an adequately skilled and 18 

experienced workforce.  Attracting and retaining such a workforce is necessary for 19 

the efficient and effective provision of service to customers and the operation of most 20 

aspects of the Company’s business.  Since the incentive compensation provided by 21 

the Company is part of this market competitive total compensation package, it has no 22 

incremental cost above the cost of providing market competitive compensation 23 
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through base pay alone.  Therefore, because the Company’s annual incentive 1 

compensation (a) has no incremental cost to customers; (b) is likely to improve the 2 

performance of the workforce over time, as shown by the CAHRS study; and (c) is 3 

likely to result in improved operating effectiveness and cost control; it clearly has a 4 

substantial overall net benefit to customers.   5 

  Eliminating incentive compensation without an offsetting increase in base pay 6 

would result in a significant pay cut for all employees and, as previously shown, this 7 

would reduce total compensation for a substantial percentage of the Company’s 8 

positions and employees to below the market-competitive range.  Aside from the 9 

severe impact this pay cut would have on employee morale, it would reduce 10 

employee engagement, reduce productivity and increase employee turnover.  This, in 11 

turn, would lead to increased hiring and training expense; cause additional reductions 12 

in productivity due to the need to train new employees and the considerable time it 13 

takes for new employees to acquire the work experience and skills necessary to 14 

perform their jobs safely and competently; and, ultimately decrease company 15 

performance while increasing overall costs.  16 

Although the compensation that the Company’s incentive programs provide 17 

could be replaced with additional base pay to achieve a market-competitive total 18 

direct compensation package, the loss of the many benefits of incentive compensation 19 

would reduce the company’s ability to efficiently and effectively provide its electric 20 

services to customers.  This in turn would lead to escalating costs and declining 21 

performance that would negatively impact customers.   22 
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Q. IS THE COMPANY REQUESTING THE INCLUSION OF ALL TEST YEAR 1 

ANNUAL INCENTIVE COMPENSATION IN ITS REVENUE 2 

REQUIREMENT IN THIS CASE?  3 

A. No.  The Company is requesting that the O&M expense for the target amount of 4 

annual incentive compensation for the test year be included in cost of service rather 5 

than the actual per books O&M expense.  Annual incentive compensation during the 6 

test year was actually higher than the target amount due to above target EPS results 7 

for the test year. The Company is requesting the normalization of these costs to the 8 

target level, which is the amount of annual incentive compensation that the company 9 

expects to pay in an average year.  It is also the amount of annual incentive 10 

compensation that the Company needs to pay, on average, in order to provide market 11 

competitive total compensation.  The annual incentive compensation amount was 12 

adjusted to a level as supported by Company Witness Yoder in Section V, Exhibit 2, 13 

W25.    14 

Q. WHAT ARE THE BENEFITS TO CUSTOMERS OF THE EARNINGS AND 15 

OTHER FINANCIAL MEASURES INCLUDED IN THE COMPANY’S 16 

ANNUAL INCENTIVE PROGRAM? 17 

A. Tying funding for annual incentive compensation to the Company’s earnings and cost 18 

control promotes efficient use of financial resources, which is paramount to providing 19 

reliable service at a reasonable cost to customers.  The earnings and O&M measures 20 

included in the Company’s incentive compensation programs convey the importance 21 

of maintaining financial discipline, and directly encourage employees to reduce 22 

expense, operate efficiently, and conserve financial resources.  This has and will 23 
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continue to directly benefit customers by reducing the Company’s cost of service 1 

through cost savings that are passed on to customers in rates that are lower than they 2 

otherwise would if the Company did not use such performance measures.  3 

Since annual incentive compensation expense is significant compared to 4 

Kentucky Power’s and AEP’s earnings, the EPS funding measure also helps ensure 5 

that incentive compensation payments do not impair the Company financially.  This 6 

bolsters the Company’s financial stability and reduces its earnings volatility, which 7 

benefits customers by reducing its cost of capital and helping to preserve capital 8 

during periods of weak earnings.  It would be unreasonable to suggest that the 9 

Company should not have a mechanism, such as the EPS funding measure, to reduce 10 

or eliminate incentive compensation at times when it can ill afford to pay it.  This 11 

mechanism benefits ratepayers during such times by better balancing the interests of 12 

other constituents with those of employees, rather than paying 100 percent fixed 13 

compensation to employees and leaving shareholders and ratepayers to absorb all the 14 

risk of economic volatility.  Thus the EPS funding measure and incentive 15 

compensation in general, is a mechanism for balancing the interests of employees, 16 

ratepayers and shareholders.   17 

Tying funding for incentive compensation to the Company’s financial 18 

performance also sends a clear message to all employees that it is imperative for them 19 

to control costs and it provides a direct incentive for them to do so.  This, in turn, 20 

enables the Company to complete work less expensively.  Past performance with 21 

respect to O&M expense performance measures shows that, when such incentive plan 22 

measures are in place, AEP’s business units manage their costs sufficiently to beat 23 
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even stringent annual O&M budgets when major unbudgeted work additions and 1 

reductions are excluded.   2 

  Most of such savings have already reduced Kentucky Power’s cost of service 3 

and rates for Kentucky customers on a dollar for dollar basis through prior base rate 4 

proceeding.  If only 1 percent of the Company’s O&M expense is saved each year 5 

due to the incentive compensation program, then millions of dollars per year has been 6 

saved by Kentucky customers by virtue of tying incentive compensation to the 7 

Company’s financial performance measures. 8 

Q. ARE THERE ANY INDIRECT COSTS TO CUSTOMERS OF THE 9 

COMPANY’S ANNUAL INCENTIVE PROGRAM? 10 

A. No, there are no indirect costs that offset its benefit to customers.  The earnings goals 11 

in the Company’s annual incentive plan are established with stretch but achievable 12 

earnings targets.  This ensures that incentive compensation up to target does not 13 

encourage company employees to pursue excessive earnings to the detriment of 14 

customers.  Because the Company is only seeking inclusion of the target value of 15 

incentive compensation in its cost of service, the cost of any above target incentive 16 

compensation would be born entirely by shareholders.  Furthermore, since the 17 

Company’s revenue is regulated through this and other robust rate case proceedings, 18 

the only remaining way for the Company’s employees to achieve these earnings 19 

objectives is through cost control, which benefits customers.  In addition, the 20 

balanced scorecard of objectives the Company uses in its annual incentive program 21 

help ensure that some measures are not achieved at the expense of other important 22 

objectives, such as the safety, operations and environment objectives.   23 
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Q. DO THE BENEFITS OF THE COMPANY’S ANNUAL INCENTIVE 1 

PROGRAM EXCEED ITS COST FOR KENTUCKY POWER CUSTOMERS? 2 

A. Yes.  The Company’s incentive compensation program does not increase the 3 

Companies’ compensation expense beyond that required to provide market-4 

competitive total cash compensation.  Therefore, any reduction or elimination of 5 

incentive compensation would need to be offset by increases in base pay to maintain 6 

market competitive total cash compensation levels.  The Company achieves 7 

substantial but unquantifiable cost savings through the financial discipline and other 8 

benefits that the Company’s annual incentive compensation program provides, 9 

including reducing the overall cost of service and increasing the dollars available for 10 

investment in the maintenance and expansion of the Company’s electrical system.   11 

In summary, the Company’s annual incentive program provides substantial 12 

benefits to customers and has no direct or indirect cost, above the cost of providing 13 

market competitive compensation through base pay alone.  Therefore, it is just and 14 

reasonable to include the full cost of the Company’s target level of incentive 15 

compensation in its cost of service.   16 

B.  Long-Term Incentive Compensation 17 

Q. EXPLAIN THE COMPANY’S LONG-TERM INCENTIVE PROGRAM 18 

A. The primary purpose of the Company’s long-term incentive program is to encourage 19 

managers to make business decisions from a long-term perspective.  For 2013 and 20 

2014, the company provided long-term incentive awards in the form of performance 21 

units and restricted stock units (“RSUs”). 22 
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  Performance units are generally similar in value to shares of AEP common 1 

stock, except that the number of performance units that participants ultimately earn is 2 

tied to AEP’s long-term performance and the participants’ satisfaction of vesting 3 

conditions over a three-year period.  All performance units granted and outstanding in 4 

the test year were granted with two equally weighted performance measures: three-5 

year total shareholder return (“TSR”) measured relative to a peer group of similar 6 

utility companies and three-year cumulative EPS relative to a Board-approved target.  7 

Both the TSR and EPS measures are capped at reasonable and appropriate levels so 8 

that they do not encourage the Company management to pursue these financial 9 

objectives at the expense of other objectives, such as safety.   10 

  RSUs are also generally similar in value to shares of AEP common stock, 11 

except that the number of RSUs that participants ultimately earn is tied to the 12 

participants’ satisfaction of vesting conditions.  Participants who remain employed 13 

with AEP through a vesting date receive a share of AEP common stock, or the cash 14 

equivalent, for each vesting RSU.  15 

Q. IS THE COMPANY REQUESTING THAT LONG-TERM INCENTIVE 16 

COMPENSATION EXPENSE BE INCLUDED IN THE COST OF SERVICE 17 

IN THIS CASE? 18 

A. Yes, the Company is requesting that the amount of long-term incentive compensation 19 

expense for the test year be included in its cost of service.   20 

Q. IS THE LONG-TERM INCENTIVE PROGRAM REASONABLE AND 21 

NECESSARY TO EFFECTIVELY AND EFFICIENTLY SUPPORT 22 

RELIABLE ELECTRIC SERVICE? 23 
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A. Yes.  The Company’s long-term incentive compensation is a substantial component 1 

of the compensation for management employees and is critical to maintaining the 2 

market-competitiveness of compensation for such employees.  As with annual 3 

incentive compensation, the Company’s long-term incentive compensation is not 4 

incremental to an already market-competitive level of total direct compensation, and 5 

any reduction of this type of compensation would need to be offset by increases in 6 

other types of compensation in order to maintain the Company’s ability to attract and 7 

retain the suitably skilled and experienced employees it needs to efficiently and 8 

effectively provide its electric service to customers.  A large majority of public 9 

companies of AEP’s size and complexity have similar programs, as do a large 10 

majority of public utility companies.  Long-term incentive compensation is a 11 

substantial component that results in AEP’s market competitive compensation for 100 12 

percent of the 27 executive positions.  Towers Perrin, a leading compensation 13 

consulting firm, reports that 99 of 102 companies that participated in their 2009 14 

Energy Services Executive Compensation Survey have long-term incentive programs 15 

for top management employees.   16 

Q. WHAT ARE THE DIRECT BENEFITS TO CUSTOMERS OF THE 17 

COMPANY’S LONG-TERM INCENTIVE PROGRAM? 18 

A. As with annual incentive compensation, tying long-term incentive compensation to 19 

financial performance measures promotes the efficient use of financial resources, 20 

which is paramount to providing reliable service at a reasonable cost.  Maintaining 21 

long-term financial discipline is imperative for the Company, its shareholders and its 22 

customers.  The EPS and TSR measures associated with the performance units 23 
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granted as part of the long-term incentive plan communicate this and strongly 1 

encourage its continued pursuit by tying a substantial portion of the compensation for 2 

management and executive employees to both internal and external measures of the 3 

Company’s long-term financial performance.  This encourages these employees to 4 

reduce expense, operate efficiently, and conserve financial resources, which directly 5 

benefits customers by keeping rates low.   6 

  Tying funding for long-term incentive compensation to AEP’s earnings also 7 

retains additional capital in the Company during periods of weaker earnings 8 

performance, which bolsters the Company’s financial stability and provides more 9 

capital for system maintenance during periods in which other sources of capital may 10 

be overly expensive or inaccessible.  My discussion above regarding the benefits of 11 

reduced earnings volatility is also one of the benefits of long term incentive 12 

compensation.  Tying long-term compensation to the Company’s financial 13 

performance sends a clear message to participants that it is imperative for them to 14 

maintain financial discipline and it provides a direct incentive for them to do so.  15 

This, in turn, enables the Company to complete work less expensively.  As with 16 

annual incentive compensation, if the long-term incentive program results in only a 1 17 

percent annual O&M expense savings, then millions of dollars per year has been 18 

saved by Kentucky customers by virtue of this program.   19 

Q. ARE THERE ANY INDIRECT COSTS TO CUSTOMERS FOR THE 20 

COMPANY’S LONG-TERM INCENTIVE PROGRAM? 21 

A. No.  AEP’s long-term incentive goals are established at stretch but achievable targets.  22 

This ensures that customers are not paying for long-term incentive compensation that 23 
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may encourage company employees to generate excessive earnings.  In addition, any 1 

increase in long-term incentive compensation expense above the amount requested 2 

would be born entirely by shareholders, not customers.    3 

  The goals in the Company’s long-term incentive plan are also balanced by the 4 

scorecard goals in the annual incentive plan to assure that the EPS and TSR goals are 5 

not achieved at the expense of other important objectives.  As with annual incentive 6 

compensation, any increase in long-term incentive compensation that might be 7 

achieved by reducing spending in operations areas, for example, would likely be at 8 

least partially offset by a decrease in annual incentive funding due to the decline in 9 

the operating performance scores.  As a result of this balanced approach to incentive 10 

compensation, AEP’s long-term incentive compensation does not encourage 11 

behaviors that would be counter to customers’ interests and there are not any 12 

significant indirect costs that would offset the benefits of long-term incentive 13 

compensation to customers.   14 

Q. DO THE TOTAL BENEFITS OF THE COMPANY’S LONG-TERM 15 

INCENTIVE PROGRAM EXCEED ITS COST TO KENTUCKY POWER 16 

CUSTOMERS? 17 

A. Yes.  Similar to annual incentive compensation, the Company provides long-term 18 

incentive compensation as part of a market-competitive total direct compensation 19 

package.  Therefore, the Company’s long-term incentive compensation does not have 20 

an incremental cost to customers, beyond the cost of providing a market competitive 21 

total direct compensation package through other types of compensation.  As with 22 

annual incentive compensation, the long-term incentive program has been in place for 23 
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many years, so its accumulated ongoing benefits are already reflected in the 1 

Company’s expense for the test year and incorporated into rates in prior rate 2 

proceedings.  It is not appropriate for shareholders to pay the cost of maintaining 3 

long-term incentive compensation from which customers have already captured the 4 

financial benefit through a lower cost of service that is reflected in this and prior rate 5 

proceedings.  While the long-term incentive program is expected to produce 6 

additional marginal benefit going forward, these additional benefits are likely to be 7 

small and incremental compared to the total benefit this program has created to date.  8 

It is not reasonable for the shareholders to be assigned the cost of this program while 9 

customers reap its benefits through a lower cost of service. 10 

 11 

V.  SUMMARY 12 

Q. PLEASE SUMMARIZE YOUR TESTIMONY WITH RESPECT TO COST 13 

RECOVERY FOR COMPENSATION EXPENSE. 14 

A. The design of the Company’s compensation programs and, specifically, its annual 15 

and long-term incentive compensation programs, are reasonable and appropriate from 16 

the customer’s perspective.  These programs are necessary to ensure that the 17 

Company is able to attract, retain, and motivate the employees needed to efficiently 18 

and effectively provide electric service to its customers.  The compensation that the 19 

Company provides, including annual and long-term incentive compensation, is a just, 20 

reasonable and prudent cost of doing business.  This compensation is market 21 

competitive on a base pay, target total cash compensation, and target total direct 22 

compensation basis.  Annual and long-term incentive compensation is provided as 23 
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part of this overall market-competitive compensation package and does not represent 1 

an incremental expense to Kentucky Power’s ratepayers.  Therefore, I respectfully 2 

submit that it is just and reasonable to include the full cost of the Company’s 3 

compensation, including the target level of both annual and long-term incentive 4 

compensation, in the Company’s cost of service.   5 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 6 

A. Yes, it does. 7 



EXHIBIT ARC -1 (Compensation Survey List) 

 

 

 Surveys Completed and Used for Compensation Comparisons 

During the Historical Test Year 

 

Towers Watson U.S. Compensation Data Bank (CDB): 

2013 Energy Services Industry - Executive Compensation Survey Report 

2013 Energy Services Industry - Middle Management, Professional & Support Compensation Survey 

Report 

2013 General Industry - Executive Compensation Survey Report 

2013 General Industry - Middle Management, Professional and Support Compensation Survey 

Report 

2013 Custom AEP Peer Group - Executive Compensation Surveys 

EAPDIS, LLC, 2013 Energy Technical Craft Clerical Survey – ETCCS 

The Conference Board, U.S. Salary Increase Budgets for 2013 

  



EXHIBIT ARC-2 (KPCO Target TCC vs. Market for Technical, Craft and Clerical Jobs) Exhibit ARC-2

KPCO Target Total Cash Compensation (Target TCC) vs. 

2013 EAPDIS Energy Technical, Craft & Clerical Survey (Southeast  Region Data)

% Difference % Difference

AEP TCC vs. AEP Base vs.

Survey Job AEP Title EEs Base
1

Base
3

Incentive TCC Survey TCC Survey TCC

Line Mechanic (OH/UG) Line Mechanic-A 32 $68,080 $3,404 $71,484 $76,856 $1,456 $78,312 -9.6% -15.0%

Storekeeper/Handler Stores Attendant A 4 $54,662 $2,733 $57,396 $52,500 $1,575 $54,075 5.8% 1.1%

Substation Mechanic/Technician Station Electrician A 5 $68,370 $3,418 $71,788 $76,856 $1,456 $78,312 -9.1% -14.5%

Motor Vehicle Mechanic Fleet Technician A 5 $63,993 $3,200 $67,193 $64,500 $1,935 $66,435 1.1% -3.8%

Meter Mechanic Meter Electrician-A 5 $67,442 $3,372 $70,814 $74,090 $2,018 $76,107 -7.5% -12.8%

Trouble Service Mechanic Line Servicer 30 $69,186 $3,459 $72,646 $80,954 $2,787 $83,741 -15.3% -21.0%

Control Operator Unit Operator 8 $70,845 $3,542 $74,387 $78,582 $3,286 $81,869 -10.1% -15.6%

Certified Welder Maintenance Welder 12 $71,157 $3,558 $74,715 $75,608 $2,850 $78,458 -5.0% -10.3%

Instrument and Control Tech Control Technician-Sr 7 $70,182 $3,509 $73,691 $77,750 $2,475 $80,226 -8.9% -14.3%

Plant Machinist Maintenance Machinist 1 $69,098 $3,455 $72,552 $71,614 $4,222 $75,837 -4.5% -9.8%

Coal Yard Equipment Operator Coal Equipment Operator 3 $61,603 $3,080 $64,683 $67,579 $2,787 $70,366 -8.8% -14.2%

Plant Equipment Operator Equipment Operator 4 $61,298 $3,065 $64,362 $71,781 $1,706 $73,486 -14.2% -19.9%

Total 116 Average -7.2% -12.5%

Notes

(1) As of  September 30, 2014 None None

(2) The Company's target payout is 5 percent of base earnings for all physical and craft jobs 25% 83%

(3) Annualized from April 2013 to September 2014 @ 2.0% salary growth rate

(4) A market competitive range of +/- 10 percent has been used for all physical and craft positions

Target 

Annual 

Incentive
2

% of Jobs Above Market Competitive Range
4

ETC&C Survey MedianTarget 

TCC

% of Jobs Below Market Competitive Range
4



EXHIBIT ARC-3 (TCC vs. Market for Exempt Positions) Exhibit ARC-3

Compensation Survey Analysis- Exempt Positions

% Difference AEP % Difference AEP

Total Comp vs Base vs Survey

Survey Job AEP Title Avg Base Incentive 
(2)

Total Comp Base Incentive Total Comp Survey Total Comp Total Comp

KPCO Positions
 (3)

Electric Distribution Operations-Career Level EDD010-P3 Distr Dispatcher I 2          $85,950 $8,595 $94,545 $87,100 $8,800 $95,900 -1.4% -11.6%

Energy Delivery/Distribution Supervisor EDD020-M1 Supv Distribution System 3          $100,667 $10,067 $112,605 $99,600 $9,800 $109,400 2.8% -8.7%

Energy Delivery/Distribution Generalist/Multidiscipline - Career (P3) EDD000-P3 Distribution Line Coordinator 2          $76,813 $7,681 $84,494 $82,700 $13,500 $96,200 -13.9% -25.2%

Electric Distribution Engineering - Entry (P1) AZE543-P1 Engineer III 1          $73,645 $5,155 $78,800 $64,900 $2,900 $67,800 14.0% 7.9%

Electric Distribution Engineering-Intermediate Level (P2) AZE543-P2 Engineer II 3          $77,864 $7,786 $85,650 $76,400 $5,000 $81,400 5.0% -4.5%

Electric Distribution Engineering-Career Level (P3) AZE543-P3 Engineer I 1          $93,959 $9,396 $103,355 $97,100 $9,500 $106,600 -3.1% -13.5%

Budget Analysis - Career (P3) AFT020-P3 Resource Analyst I 1          $85,000 $10,500 $95,500 $79,300 $2,900 $82,200 13.9% 3.3%

Land/Right of Way - Career (P3) ARE040-P3 Right of Way Agent Sr 1          $76,926 $9,500 $86,426 $87,200 $8,500 $95,700 -10.7% -24.4%

AEPSC Human Resources 
(4)

Diversity/EEO-Multi - Specialist (P4) AHR110-P4 Sr Workforce Diversity Cons 1          $108,306 $16,246 $124,552 $113,300 $19,776 $133,076 -6.43% -22.9%

HR-Multi - Career (P3) AHR000-P3 HR Representative Sr 3          $71,497 $7,150 $78,646 $84,460 $5,562 $90,022 -14.46% -25.91%

Recruitment-Multi - Intermediate (P2) AHR140-P2 Recruiter-Senior 3          $77,220 $7,722 $84,942 $66,538 $2,266 $68,804 19.00% 10.90%

AEPSC Business Logistics
 (4)

Materials Planning/Scheduling - Career (P3) ASC015-P3 Material Coordinator 4          $76,304 $7,630 $83,934 $85,593 $5,562 $91,155 -8.60% -19.46%

AEPSC Information Technology 
(4)

Database Design and Analysis - Specialist (P4) AID060-P4 IT Database Analyst Senior 7          $105,698 $15,855 $121,552 $117,317 $7,931 $125,248 -3.04% -18.50%

Application Development Support - Intermediate (P2) AID055-P2 IT Systems Analyst III 2          $70,825 $7,083 $77,908 $76,220 $2,472 $78,692 -1.01% -11.11%

Application Development - Specialist (P4) AID010-P4 IT Software Developer-Sr 38        $99,732 $14,960 $114,691 $109,180 $7,828 $117,008 -2.02% -17.32%

Application Development - Career (P3) AID010-P3 IT Software Developer I 45        $89,529 $8,953 $98,481 $94,760 $4,532 $99,292 -0.82% -10.91%

Computer Systems Administration - Intermediate (P2) AIT010-P2 IT System Administrator II 16        $74,370 $7,437 $81,807 $72,409 $3,811 $76,220 6.83% -2.49%

Business Systems Analysis - Career (P3) AID020-P3 IT Business Systems Analyst I 13        $90,592 $9,059 $99,652 $89,198 $5,047 $94,245 5.43% -4.03%

IT Development - Career (P3) AID055-P3 IT Systems Analyst I 16        $89,160 $8,916 $98,076 $91,876 $8,652 $100,528 -2.50% -12.75%

AEPSC Accounting/Finance/Audit/Legal 
(4)

General Accounting - Career (P3) AFB010-P3 Sr Accountant 8          $74,725 $7,473 $82,198 $76,735 $4,635 $81,370 1.01% -8.89%

General Accounting - Entry (P1) AFB010-P1 Accountant III 11        $52,225 $2,611 $54,837 $54,590 $2,884 $57,474 -4.81% -10.05%

General Accounting - Intermediate (P2) AFB010-P2 Accountant I 13        $63,508 $4,446 $67,953 $64,787 $3,090 $67,877 0.11% -6.88%

Incumbent Count 194      Average -0.2% -10.8%

Notes:

4.5% 0.0%

0.0% 31.8%

(5) A market competitive range of +/- 15 percent has been used for all exempt positions

EE 

Count

% of Jobs Above Market Competitive Range5

% of Jobs Below Market Competitive Range5

AEP Incumbent Data Survey Results
1

(1) All survey data aged to September 2014 at 3% annual rate

(2) Reflects annual target incentive payout for job

(3) Survey Data from  March 2014 Towers Watson Energy Services Middle Management & Professional Survey

(4) Survey Data from  March 2014 Towers Watson General Industry Middle Management & Professional Survey
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To help companies ensure that their annual 
incentive plans provide competitive reward 
opportunities and remain effective in supporting 
key business and talent goals, Towers Watson 
conducts ongoing research in annual incentive 
plan design and operations. Our latest survey 
of annual incentive plan practices highlights the 
continuing evolution in plan design, along with 
some emerging trends in plan management.

Key incentive plan changes clients have either discussed or 

implemented include: 

Discretionary awards, possible adjustments to plan metrics • 

and associated communications

Additional/new metrics (e.g., focus on expense • 

management, use of capital)

Broader performance ranges, through lower thresholds• 

More emphasis on individual objectives• 

More ongoing communication to help build employee • 

line of sight
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In today’s turbulent economic environment, 
organizations face a “perfect storm” of cost, risk, 
scrutiny and talent management issues. Amid these 
unprecedented challenges, annual incentive plans 
continue to play an important role in communicating 
and reinforcing critical organizational objectives, 
encouraging desired behaviors and providing 
competitive total compensation opportunities.

As economic uncertainty continues to cloud the 
picture, Towers Watson’s work with clients during 
2009 and the fi rst quarter of 2010 confi rms that 
many pay interventions introduced in response to 
the current fi nancial crisis have been temporary and 
tactical, rather than strategic.

Among most companies, decisions about cost still 
predominate, but the importance of weighing short- 
and long-term implications is growing. Given that 
fi nancial and operational results are below historical 
norms, annual incentive compensation plans are 
under pressure to respond. But whether adjustments 
to overall plan design are warranted or have occurred 
is unclear.

Against this backdrop, Towers Watson’s latest 
survey of annual incentive plan design practices 
has uncovered some areas where changes have 
occurred and others where previous plan designs 
remain the same.

The Towers Watson 2010 Annual Incentive Plan 
Design Survey is based on a profi le of 212 large 
companies (see Appendix on page 19 for survey 
participant data). This survey provides detailed 
information about how organizations based in the 
U.S. and Canada design annual incentive plans for 
their top executives. U.S. companies represent 83% 
of the sample, and Canadian companies represent 
17%. Although additional companies can and have 
joined the survey, the results in this report are 
based on participants as of December 1, 2009. 
Towers Watson fi rst conducted the Annual Incentive 
Plan Design Survey in 1996, following up in 2001 
and 2005.

Current plan design practice data are presented, 
by section, in the remainder of this report of survey 
fi ndings. Highlights of key trends, developments and 
changes are organized into three groups:

1. Trends identifi ed in our 2005 survey that 

remain stable and/or have expanded in practice/

prevalence in 2010:

There is continuing consistency in incentive  •

plan designs within organizations, refl ected by 
the fi nding that more companies are altering 
eligibility requirements and offering a single 
annual incentive plan for executives and other 
employees.
Companies continue to be thoughtful about the  •

specifi c defi nition of earnings used to measure 
performance, with relatively less use of earnings 
per share (EPS) and greater use of earnings 
before interest and taxes (EBIT or EBITDA) and 
operating earnings in their annual incentive plans.
Most companies use two or more performance  •

measures in their annual incentive plans, and the 
use of sales/revenue as a performance measure 
has maintained high prevalence.
There is continued use of a broader and more  •

complex range of performance measures to 
improve measurement and line of sight.
Incentive zones and associated payout ranges  •

remain largely unchanged over the past 10 years.
There is a continued decrease in the use of  •

voluntary deferred compensation arrangements, 
as companies have adjusted to the additional 
409A restrictions that took effect in 2005.

Overview  

There is continued use of a  “

broader and more complex 

range of performance measures 

to improve measurement and 

line of sight.”
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2. Practices identifi ed as emerging/evolving in 

2005 that have not taken a fi rm hold in the market 

and/or have retreated in 2010:

The movement away from thresholds and maximum  •

performance levels to mark the bottom and upper 
limits of bonus payout zones has not occurred.
Tying target bonus opportunities to peer group or  •

market is a near-universal practice, and the trend 
away from this approach, as reported in 2005, 
has reversed.
In some areas, the use of discretion in annual  •

incentive plan design remains steady. There has 
not been signifi cant growth in this practice and, in 
some areas, the use of discretion has decreased. 
These fi ndings suggest that even in the midst 
of economic uncertainty — and often increased 
pressure to exert more discretion — companies 
have not made signifi cant changes in this area.

3. New approaches in designing annual incentive 

plans:

Plan costs — spending on annual incentive plans  •

as a percentage of net income or revenue — are 
mostly aligned with data collected in 2005, except 
that actual spending for the most recently completed 
year (as of October-November 2009) was below 
target and historical levels. In addition, actual 
spending for the current/ongoing year is generally 
expected to be 20% to 30% below target.

Plan funding — the method used to determine  •

aggregate spending — has seen continued growth 
in the use of fi nancial results-based funding 
formulas; the most prevalent funding measures 
are cash fl ow and operating income (versus net 
income in 2005).
While the number of performance measures  •

used has not changed and there have been small 
adjustments to the overall list of measures, there 
has been an increase in the prevalence of cash 
fl ow and EBIT/EBITDA.
The use of individual performance as a weighted  •

measure has been stable for the CEO position 
at about one-third prevalence, and has increased 
from one-third to about half for positions below 
the CEO level.
In addition to using individual performance,  •

companies are showing increased use of 
measures at group/sector and business unit/
division levels. Companies appear to be willing to 
increase the complexity and differentiation within 
the plans in exchange for greater line of sight and 
linkages to performance.
The area of setting performance expectations has  •

changed, with a majority of companies currently 
basing goals on “expected business conditions.” 
In the past, this method was used less frequently 
and was less common than goal setting based on 
budgeted performance and year-over-year growth 
or improvement. This trend may be a temporary 
reaction to the current economic environment, or 
it may continue into the future.

In addition to using individual  “

performance, companies are 

showing increased use of 

measures at group/sector and 

business unit/division levels.”
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This study focuses on annual incentive plans that 
include the highest level of corporate management, 
typically the CEO and the company’s senior man-
agement group. Over the past decade, a majority 
of companies have shifted away from offering an 
executive-only annual incentive plan and separate 
plans for other employees. Today, most companies 
offer an annual incentive plan to both executives 
and employees below the executive level.

All the surveyed plans are grouped into the 
following categories, according to the types of 
eligible participants:

Top-level executive plans •  cover only the CEO, 
direct reports to the CEO and second-tier 
executives (i.e., direct reports to the CEO’s direct 
reports) — 13% of the sample.
Middle management and above plans •  cover not 
only the CEO and senior executives, but also 
middle managers — 25% of the sample.
Broad-based plans •  typically extend to certain 
professional and administrative employees in 
addition to the CEO, other senior executives and 
middle management — 62% of the sample.

Continuing a trend started in 2005, a majority of 
the surveyed plans fall into the category of broad-
based plans. In 2001, over half of the surveyed 
plans were top-level executive plans. An increasing 
number of companies align their incentives across 
the organization, most likely to encourage greater 
consistency of focus and effort.

The number of plan participants, as a percentage of 
total employees, varies by the type of plan:

Top-level executive plans •  — 0.4% of total 
employees at the median
Middle management and above plans •  — 3.1% of 
total employees at the median
Broad-based plans •  — over half of these plans 
include all (or all nonunion) employees in the 
company; of the broad-based plans that do not 
include all employees, the median participation is 
20% of total employees

Eligibility Criteria 

Eligibility to participate in an incentive plan is 
determined at each company by one or more factors 
(Exhibit 1). In the 2010 survey, the most common 
factor for determining eligibility is an employee’s 
salary grade or band. This differs from prior 
years, when position title, reporting relationship 
or offi cer status was a more common factor used 
to determine incentive plan eligibility. This fi nding 
is consistent with the trend toward including 
employees at various levels in the organization 
in one plan. In the past, when most survey plans 
were top-level executive plans that included only 
the CEO, direct reports to the CEO and their direct 
reports, an employee’s reporting relationship was 
a simple, straightforward identifi er of role and 
contribution. With plans now extending further into 
the organization, a more rigorous, contribution-based 
system (such as salary grades or bands) is used to 
determine eligibility.

Eligibility  
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Exhibit 01. Historical Comparison of the Basis for Determining Plan Eligibility

1996 2001 2005 2010

An increasing number  “

of companies align their 

incentives across the 

organization, most 

likely to encourage 

greater consistency of 

focus and eff ort.”
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Incentive plan costs are always a challenging issue 
for companies as they seek to strike a balance 
between cost management and competitive 
bonus levels that will motivate top performance. 
Given these pressures, often made more intense 
by heightened executive pay-level scrutiny by 
shareholders, analysts and the media, companies 
are carefully monitoring the cost of incentives.

In the 2010 survey, we collected information that 
allows us to summarize costs for the most recently 
completed fi scal year (both actual and target) and 
the current/ongoing fi scal year at target. Across all 
plans and comparison approaches, refl ecting recent 
economic challenges among participants, actual 
plan costs are below target levels. These fi gures 
may not refl ect the total costs of incentives for the 

companies, because costs may be incurred under 
other incentive plans not reported in this survey. 
However these fi gures do provide a comparison 
point against which to judge incentive spending.

One insightful way to assess plan costs is to 
compare the cost of an incentive plan in a given 
year to the net income generated by the company 
in that year. The percentage of net income spent on 
a particular incentive plan is a function of, among 
other things, how many people participate in the 
plan, the measures used for incentive purposes and 
the size of the organization.

2010 Survey Plan
2005
Survey Plan

Most Recent Fiscal 

Year — Target

Most Recent Fiscal 

Year — Actual

Current/Ongoing 

Fiscal Year — Target

Most Recent Fiscal 

Year — Actual

Top-level executive 
plans

1.9% 1.9% 1.7% 2.9%

Middle management 
and above plans

4.9% 2.8% 5.3% 5.5%

Broad-based plans 6.9% 5.0% 7.1% 6.9%

Median Plan Cost as
% of Net Income

In this year’s survey, the 
portion of net income 
spent on incentive 
plans at all three levels 
is relatively closely 
aligned with the data in 
the 2005 survey, except 
for the actual most 
recent fi scal-year costs.

2010 Survey Plan
2005
Survey Plan

Most Recent Fiscal 

Year — Target

Most Recent Fiscal 

Year — Actual

Current/Ongoing 

Fiscal Year — Target

Most Recent Fiscal 

Year — Actual

Top-level executive 
plans

0.14% 0.12% 0.16% 0.13%

Middle management 
and above plans

0.29% 0.17% 0.34% 0.37%

Broad-based plans 0.63% 0.44% 0.69% 0.64%

Median Plan Cost as
% of Revenue

Incentive plan costs 
as a percentage of com-
pany revenue provide 
an indication of how 
incentives relate to the 
size of the organization, 
with 2010 results 
similar to 2005 results.

Plan Costs 

Exhibit ARC-4 
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Plan Costs for Current/Ongoing 
Fiscal Year

Since the survey data were collected during October-
November 2009, we asked participants to report the 
anticipated/estimated plan costs for the current/
ongoing fi scal year (generally, the 2009 fi scal year). 
This was a new data point in the survey and was 
not reported by a majority of participants. While 
we cannot report statistics similar to the plan cost 
tables above, we conclude that actual spending for 
the current/ongoing year is generally expected to be 
in the range of 20% to 30% below target.

2010 Survey Plan
2005
Survey Plan

Most Recent Fiscal 

Year — Target

Most Recent Fiscal 

Year — Actual

Current/Ongoing 

Fiscal Year — Target

Most Recent Fiscal 

Year — Actual

Top-level executive 
plans

41% 36% 41% 44%

Middle management 
and above plans

27% 24% 28% 32%

Broad-based plans 16% 12% 16% 17%

Median Plan Cost as 
% of Aggregate Base 
Salaries of Participants

It is important to evalu-
ate the amount spent 
on incentives in relation 
to the aggregate base 
salaries of employees 
in the plan. Not surpris-
ingly, top-level executive 
plans pay out the high-
est percentage of the 
aggregate base salaries 
of plan participants.

Exhibit ARC-4 
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The use of a funding  “

formula based on fi nancial 

results, which applies spe-

cifi c fi nancial objectives 

designed to strengthen the 

link to company perfor-

mance, is becoming more 

prevalent.”

The method used to determine the aggregate size 
of an incentive pool from which all incentives will 
be paid plays an important role in achieving a fair 
balance between the interests of shareholders and 
plan participants.

Under the sum-of-targets approach, the aggregate 
amount of awards to be paid under the plan in a 
given year is determined by adding the target awards 
of all participants. The sum-of-actual-awards method 
is similar, except that actual awards are aggregated 
rather than target awards. Although over half of 
the survey plans use one of these approaches, 
the fi nancial results-based approach has shown an 
increase in comparison to 2001 and 2005 survey 
fi ndings.

Financial Results-Based Formula 

As noted, the use of a funding formula based on 
fi nancial results, which applies specifi c fi nancial 
objectives designed to strengthen the link to 
company performance, is becoming more prevalent. 
Almost one-third (32%) of the survey respondents 
reported using this approach, compared to only 13% 
of companies in 2001 (Exhibit 2).

Companies that use this method will either create 
a bonus fund equal to a percentage of a fi nancial 
measure (e.g., 3% of net income) or a percentage 
of a fi nancial measure that exceeds a hurdle rate 
(e.g., 5% of net income in excess of an 8% return 
on net assets).

The most common performance measures used 
for plan funding are operating income and cash 
fl ow. Net income and pretax income are also used 
frequently (Exhibit 3). In 2005, net income was the 
most common measure, and in 2001 EPS was the 
most commonly used measure in fi nancial results-
based formulas.

Almost one-half of companies that use a fi nancial 
results-based formula allocate funds to business 
units based on performance (e.g., a corporate 
funding pool is allocated to business units based 
on business unit performance). The remaining 
companies are relatively evenly split between 
allocating at an individual level without fi rst 
allocating to the business unit level and requiring 
business units to generate their own award pools.

When it comes to plan funding, it is less common 
to use a purely discretionary approach to determine 
the aggregate amount of award money (one 
unrelated to any established formula). For example, 
the board or management might look at the year’s 
results and decide the company can afford to pay 
a total of $10 million in bonuses. Nine percent of 
companies reported using this approach in 2010, 
up from 5% in 2005, likely due to the diffi culty of 
budgeting and setting performance expectations in 
the current economic environment.

 32% Financial
  results-based

 9% Discretionary

 33% Sum of targets

 20% Sum of actual
  awards

 6% Other

6%

33%

32%20%

9%

Exhibit 02. How Incentive Funding Is Determined 

Exhibit 03. Measures Used in Incentive Plans With 

a Financial Results-Based Plan Funding Approach

2010 Survey* 2005 Survey

Operating income 29% 21%

Cash fl ow 28% 20%

Net income 22% 25%

Pretax income 22% 16%

*Percentages total more than 100% due to multiple responses.

Plan Funding  

Exhibit ARC-4 
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In the drive to improve measurement and make 
compensation practices more effective, organizations 
continue to adjust their annual incentive plans by 
altering design features, usually in ways that are 
important to individual participants but don’t involve 
a wholesale redesign. While cost is always a consid-
eration for employers sponsoring these plans, typical 
design changes are made with an eye toward improving 
the line of sight between individual behavior and the 
organization’s business objectives.

Consistent with our 2001 and 2005 fi ndings, nearly 
nine out of 10 companies (89%) rely on two or 
more performance measures. Two-thirds of survey 
respondents (66%) reported that they currently use 
three or more performance measures.

While sales or revenue is the single most common 
annual incentive fi nancial performance measure, 
four of the next fi ve most common measures are 
earnings- or profi t-based, and cash fl ow is now tied 
as the second-most prevalent performance measure 
(Exhibit 4, and Exhibit 5 on page 11). Performance 
measures that show the largest increases in 
prevalence, compared to 2005, are cash fl ow and 
EBIT/EBITDA. The combination of sales or revenue 

with the other most common fi nancial measures 
suggests that the drive for profi table growth is as 
strong as ever. 

Use of Nonfi nancial Performance 
Measures

Nonfi nancial performance measures are often con-
sidered effective leading indicators of shareholder 
value creation and continue to gain in popularity 
(Exhibit 6, page 11). Due to the increasing preva-
lence of these measures, we have captured a wider 
range of metrics and categories.

Individual Performance and the Level 
of Performance Measurement

We asked survey participants to report the level 
at which performance is measured. While some 
organizations measure performance for the entire 
company, others measure performance at lower 
levels. In the latter approach, these companies 
possibly consider performance for each business 
unit or division, for the group (which includes several 
business units or divisions) and/or at the individual 
performance level.

Exhibit 04. Prevalence of Financial Performance Measures

2010 Survey 2005 Survey

Sales/revenue 34% 31%

EPS 26% 29%

Cash fl ow 26% 19%

Operating income/operating profi t 25% 28%

EBIT or EBITDA 25% 19%

Net income/earnings/profi t 24% 24%

Cost/expense control/reduction 17% —

Return on investment/return on invested capital 
(ROI/ROIC)

8% 7%

Return on equity (ROE) 7% 9%

Operating measures (e.g., operating margin) 7% 12%

Pretax income 5% 7%

Working capital 4% —

Economic profi t/economic value added (EP/EVA) 4% 3%

Gross margin 4% —

Return on assets/return on net assets (ROA/RONA) 3% 4%

Total shareholder return 3% —

Net operating profi t after tax (NOPAT) 2% —

Percentages total more than 100% due to multiple responses.

Measuring Performance  

Exhibit ARC-4 
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A majority (61%) of the surveyed companies mea-
sure the CEO solely on corporate performance. 
In those cases where the CEO’s award is based 
on more than corporate performance, it is usually 
based on a combination of corporate and individual 
performance. In short, the two most common CEO 
performance weightings and combinations are:

100% corporate performance •

80% corporate, 20% individual performance •

At lower levels in the organization, it is most common 
to base awards on two or more levels of performance. 
Performance measurement for non-CEOs generally 
depends on the employee’s level within the organization.

At the group/sector executive level, common weight-
ings and combinations are:

100% corporate performance •

50% corporate, 50% individual performance •

50% corporate, 50% group/sector performance •

Common weightings and combinations for top busi-
ness unit or division executives are: 

25% corporate, 75% business unit/division  •

performance
25% corporate, 25% business unit/division,  •

50% individual performance

Compared to our fi ndings in 2005 and 2001, an 
increasing number of companies assign a specifi ed 
weight to individual performance, especially below 
the CEO level (Exhibit 7). When an individual 
performance component is included in the CEO’s 
measurement calculation, which is used in 32% of 
the sample, it is typically assigned a weight of 20%. 
Individual performance is used below the CEO level 
by about half of companies, and the typical weight-
ing is 50% of the total incentive opportunity.

2001 2005 2010

0%

5%

10%

15%

20%

25%

30%

35%

Net income/
earnings/profit

 EBIT or EBITDAOperating income/
operating profit

Cash flowEPSSales/revenue

29

34

2625

31

34

12

19

26

22

13

28

25
2424

14

19

25

Exhibit 05. Historical Comparison of Most Prevalent Financial Performance Measures

Exhibit 06. Prevalence of Nonfi nancial Performance Measures

2010 Survey 2005 Survey

Strategic objectives 27% —

Safety/environmental 17% —

Customer satisfaction 16% 14%

Team/department objectives 16% —

Volume/production 7% —

Employee satisfaction 4% 4%

Exhibit 07. Level of Performance Measurement

% of Organizations Using Measures at Each Level

Corporate 

Measures

Group/

Sector 

Measures

Business 

Unit/Division 

Measures

Individual 

Measures

CEO 93% — — 32%

Corporate staff 92% 13% 5% 55%

Top group/sector 
executive

85% 46% — 42%

Group/sector staff 47% 79% — 67%

Top business unit/
division executive

52% 15% 71% 49%

Business unit/
division staff

38% 5% 65% 52%

Exhibit ARC-4 
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Companies that use more than one performance 
measure must defi ne how these measures will be 
combined to calculate an individual’s bonus. There 
are three principal approaches:

The most common method is the  • additive 
approach, which calculates performance 
separately for each measure and then adds the 
associated incentive awards to determine the fi nal 
award. The prevalence of this approach is 69% 
and is consistent with prior survey results.
16% of respondents use a  • multiplicative method 
to calculate individual awards, representing an 
increase over our 2005 and 2001 results. Under 
this approach, performance under one measure is 
adjusted by performance under another measure. 
For example, a bonus calculated on EPS growth is 
multiplied by a factor based on a second perfor-
mance measure to determine the bonus award.
Similar to 2005 and 2001, fewer than 10% of  •

respondents use the matrix approach, in which the 
levels of performance for two separate measures 
are each assigned an axis on a matrix. The 
employee’s annual award, usually expressed as a 
percentage of the target amount, is determined by 
the intersection of the performance levels for the 
two measures.

Circuit Breakers 

When several measures are used to calculate 
bonuses, employees generally do not have to meet 
all the measures to receive some level of bonus. 
Some plans designate one or more measure(s) 
as a “circuit breaker” that essentially requires 
the achievement of a certain minimum level of 

performance to receive any award payout. Similar 
to our fi ndings in 2005 and 2001, plans with some 
sort of circuit-breaker feature were reported by about 
one-third of respondents. The four most common 
corporate performance measures used as a circuit 
breaker, in order of prevalence, are EPS, EBIT or 
EBITDA, operating income and cash fl ow. Individual 
performance is used as a circuit-breaker measure 
among 9% of companies. For example, some plans 
are structured so that, no matter how well the 
company performs, an individual will not receive any 
bonus unless his or her performance is at least at 
some threshold level.

Modifi ers

Some plans incorporate a fi nal adjustment to 
the award calculation by applying a modifi er. For 
example, an otherwise determined award can be 
increased or decreased by a certain percentage 
based on how well a certain goal is achieved. While 
this might be similar to the multiplicative approach, 
typically the modifi er makes a smaller adjustment to 
a calculated award (e.g., an award calculated using 
the additive approach is modifi ed by 105% if the 
modifi er goal is achieved).

This practice is reported by 30% of survey respon-
dents, versus 20% in 2005. Most often, this modifi ca-
tion is based on an individual performance rating. 
Other common modifi ers are EBIT or EBITDA and 
sales/revenue.

Performance Incentive Zones and 
Bonus Payout Ranges

The performance incentive zone describes the range 
of performance outcomes for which incremental 
increases in performance will result in incremental 
increases in bonus awards. Some plans place no 
hard limits on performance that can earn a bonus, 
creating unlimited upside opportunities. Other 
plans have thresholds and maximums, creating 
an incentive zone that represents all possible 
performance levels between the fl oor and the 
maximum or cap.

Calculating the Award

Similar to our previous fi ndings,  “

the use of circuit breakers 

and/or modifi ers was reported 

by approximately one-third 

of respondents.”

Exhibit ARC-4 
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The bonus payout range describes the actual dollar 
amount that can be earned at each level in the 
performance incentive zone. Like performance 
incentive zones, payout ranges can be uncapped if 
there is no maximum. Exhibit 8 shows an example 
of an 80% to 120% performance incentive zone, tied 
to a bonus payout range of 50% to 200% of target 
bonus. As this example illustrates, an employee in 
this plan would receive no bonus for performance 
up to 80% of target and could not earn more than 
200% of his or her target bonus even if performance 
exceeded 120% of target performance.

The size of performance incentive zones and bonus 
payout ranges varies considerably among survey 
participants. The median performance incentive 
zone for most measures is 40%. In other words, 
the difference between threshold performance as 
a percentage of target and maximum performance 
as a percentage of target is 40%. For example, if 
the performance threshold is 80% of target, the 
maximum would be 120% of target.

The median bonus payout range is 150% for most 
performance measures, indicating a payout range, 
for example, of 50% at the threshold level of 
performance and 200% at the maximum level of 
performance.

The 2010 fi ndings regarding performance incentive 
zones and bonus payout ranges are consistent 
with our 2005 and 2001 results. This suggests 
that companies are comfortable with the leverage 
inherent in their existing plans.

In previous years, performance incentive zones and 
bonus payout ranges varied slightly according to the 
performance measure evaluated. In 2010, the median 
incentive zones and payout ranges were generally 
the same for all of the most prevalent performance 
measures. Exhibit 9 shows slight differences in the 
median ranges reported for sales/revenue, EPS, 
cash fl ow, operating income/operating profi t, EBIT or 
EBITDA, and net income/earnings/profi t.

Exhibit 09. Performance Payout Zones

Median responses

Performance as % of Target Payout as % of Target

Measure Threshold Target Maximum Threshold Target Maximum

Sales/revenue 80% 100% 120% 50% 100% 200%

EPS 80% 100% 120% 50% 100% 200%

Cash fl ow 80% 100% 130% 50% 100% 200%

Operating income/operating profi t 80% 100% 120% 35% 100% 200%

EBIT or EBITDA 80% 100% 120% 50% 100% 150%

Net income/earnings/profi t 80% 100% 120% 50% 100% 200%

0%
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100%
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Exhibit 08. Sample Performance Incentive Zone
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Companies must manage performance expectations 
by establishing standards to identify what constitutes 
target performance and to assess the extent to 
which the target has been achieved. In prior years, 
budgeted performance was the most widely used 
approach. In 2010, however, the most common 
approach to establish a performance standard 
was based on expected business conditions. As 
many companies use more than one method to 
set performance expectations, other common 
approaches include budgeted performance, year-over-
year growth or improvement, investor expectations 
and performance relative to a peer group.

The approach used to establish performance stan-
dards usually varies, based on the performance 
measure. Exhibit 10 shows the frequency with which 
various performance measures are used to set 
standards. As might be expected, the standards for 
fi nancial measures are more likely to be based on 
budgeted performance or year-to-year growth than 
nonfi nancial measures (e.g., customer satisfaction 
and employee satisfaction), which are often deter-
mined by a peer group comparison, or set by 
management or the board.

Exhibit 10. Factors That Determine Performance Expectations — 

by Performance Measure 

2010 Survey 2005 Survey

Determined by management/board based on 
business conditions

58% 25%

Based on budgeted performance 49% 37%

Year-to-year growth or improvement 30% 27%

Peer group performance or some other external 
standard

15% 1%

Achievement of strategic milestones 11% 1%

Based on expectations of investors 10% 3%

Timeless/absolute standard 5% 1%

Company’s cost of capital 4% —

Performance Expectations

In 2010, the most  “

common approach to 

establish a performance 

standard is expected 

business conditions.”
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Payout Levels 

We asked survey participants to report the level 
of bonus payouts made over the past fi ve years, 
generally covering the period between 2004 and 
2008. The pattern of payout levels follows the 
general economic environment (Exhibit 11). The 
prevalence of payments in the target-to-maximum 
range was consistent during the 2004-2007 time 
frame. In 2008, there was a sizable increase in 
the prevalence of payments between minimum 
and target.

Overriding Plan Design 

To address unforeseen shifts in the business 
climate, many companies maintain a degree of 
fl exibility in the administration of annual incentive 
awards. Companies also want the fl exibility to retain 
key people and keep high performers motivated in 
diffi cult times. Generally, for those positions not 
subject to IRC Section 162(m), companies have the 
right to adjust individual awards under the estab-
lished plan formula — either paying an extra reward 
as a portion of a bonus not warranted by the level of 
performance or declining to pay a portion of the 
bonus that was earned based on the level of 
achievement.

In this survey, we wanted to examine companies’ 
experience with paying awards when performance 
thresholds were not reached. We learned that about 
40% of survey participants had not been faced with 
such decisions in the previous fi ve years because 
their organizations had met their thresholds each 
year.

Another 38% of participants reported they have not 
overridden the plan when threshold performance 
was not achieved. This fi nding suggests that more 
companies are deciding against overriding plan 
design. About 20% of survey respondents indicated 
they have overridden plan formulas and paid a 
portion of an award either to individuals or groups 
that did not meet the threshold level of perfor-
mance. We found that this exception was usually 
made for a select few individuals rather than for the 
entire group.

Consistent with our fi ndings in previous surveys, a 
much smaller percentage of companies (15%) have 
overridden their plans in the opposite direction, 
withholding a portion of an award that was earned 
under their formula. Again, if such an override does 
occur, it is usually done selectively for some 
participants.

2008 2007 2006 2005 2004

Exhibit 11. Payout Levels Over Past Five Fiscal Years
% of companies paying out at each level 
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Size of Awards 

The external market exerts considerable infl uence 
over incentive practices at individual companies as 
employers seek to balance their costs with their 
desire to attract and retain key talent. Of the 
companies using target bonuses, nearly all (91%) 
set target opportunities based on external market 
levels.

External Guidelines 

Companies also often look at the bigger picture 
when trying to calculate the role bonuses will play in 
an overall compensation package. Again, this helps 
keep costs in line with objectives while ensuring the 
organization continues to attract, motivate and 
retain key talent.

We asked our survey respondents to tell us how 
competitive they would like to be in both base salary 
and total cash compensation (base salary plus 
annual bonus). Exhibit 12 shows that most compa-
nies have targeted pay at the median for base salary 
and for total cash compensation. However, 26% of 
companies indicated that they target the 75th 
percentile for total cash compensation. (Note that 
target pay is different from actual pay levels.)

Use of Discretion

The use of discretion in awarding incentive payments 
has become a common practice. Discretion is most 
likely to come into play with individual performance 
assessments, but payments can also be adjusted at 
the discretion of management or the board, or based 
on business circumstances. A few companies (5%) 
reported maintaining a special discretionary bonus 
fund outside the surveyed plans. Thirteen percent 
of companies reported that awards are not subject 
to discretion.

Payments in Cash

Most companies reported that their incentive 
payments are entirely or mostly in cash. About 5% 
of companies require an alternative, usually some 
combination of cash and stock. Thirteen percent 
of companies surveyed have a plan provision that 
allows bonuses to be paid totally or partially in 
stock. Among these organizations, it is slightly more 
common for the company to decide whether the 
bonus will be paid in stock, in lieu of cash. In some 
companies, however, participants are allowed to 
make that decision.

Deferred Payment Arrangements

One-third of the survey group offers plan participants 
the opportunity to defer payment for individual tax 
planning or other purposes. However, this practice 
has decreased signifi cantly since 2001, when over 
two-thirds of companies reported offering deferral 
opportunities. This is most likely due to changes in 
U.S. tax rules, which impose additional restrictions 
on nonqualifi ed deferred compensation.

Award Payment

Exhibit 12. Desired Competitive Level of Each 

Compensation Component 

Base Salary 
Target
Total Cash

 Below median 2% 0%

 Median 89% 51%

 60th percentile 2% 5%

 75th percentile 3% 26%

 90th percentile 0% 4%

 Not specifi ed 2% 12%

 Other 2% 1% 

Most companies have “

targeted pay at the median for 

base salary and for total cash 

compensation.”
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Provisions for Employees Who Leave

Most companies have policies in place for employ-
ees who leave during the plan year or after the plan 
year has ended, but before bonus payments have 
been made.

If an employee leaves during the plan year due to 
disability, death or retirement, most companies pay 
a prorated portion of the award (Exhibit 13). If, 
however, the employee is terminated (for cause) or 
resigns during the plan year, more than nine out of 
10 companies will not pay any bonus. If a person is 
laid off without cause (e.g., due to a downsizing), 
companies are divided among paying a partial award, 
no award or making decisions on a case-by-case 
basis, with the most common choice being no award.

If an employee leaves after plan year-end (but before 
bonus payments are made) due to disability, death 
or retirement, most companies will pay the full award 
(Exhibit 14). If the employee is terminated or resigns 
after plan year-end, companies are more likely to pay 
than if the termination occurred midyear. If the 
individual is laid off without cause after the end of 
the year, companies are again divided among partial 
award, no award or making decisions on a case-by-
case basis, with the most common choice being to 
pay the full award.

For the most part, these practices are similar to 
those reported in the 2005 and 2001 surveys.

0%

20%

40%

60%

80%

100%

RetirementDeathDisabilityInvoluntary
termination

(without cause)

Involuntary
termination
(with cause)

Voluntary
termination/
resignation

1 5

92

2 20 4 5

42

7 7

74

13
8

72

3

19

68

69

15

45

11

91

Exhibit 13. Bonus Treatment for Status Changes Occurring During Plan Year 
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Exhibit 14. Bonus Treatment for Status Changes Occurring After Plan Year-End 
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About 60% of the companies surveyed include 
employees outside the home country (either the U.S. 
or Canada) in their surveyed incentive plan. Almost 
all of these companies (95%) use a similar plan 
design to deliver annual incentives to local and 
third-country national employees on a worldwide 
basis. Statutory restrictions and market practices 
are reasons cited by those companies that do not 
use a similar plan design in other countries. 

International Issues
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Appendix

Exhibit B. Participant List
Number of Participants: 212 
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Fragrances

J.M. Smucker

Kellogg
Kendle International
Kennametal
Koppers
Kroger

Land O’Lakes
Lenovo
Leprino Foods
Level 3 Communications
Liberty Property Trust
Life Technologies
Loto-Québec

Manulife Financial
Maple Leaf Foods
Marathon Oil
Massachusetts Mutual
McCormick

McDermott
McGraw-Hill
MDS
MDU Resources
Medicines
Methanex
M/I Homes
Milacron
Mine Safety Appliances
Molson Coors Brewing
M&T Bank
MTS Allstream
MTS Systems

National Bank of Canada
NAV Canada
New York Life
Nexen
Nicor
Nordstrom
Northeast Utilities
NRG Energy

Ontario Power Generation
Oshkosh Truck
Owens-Illinois

Pacifi c Gas & Electric
Pacifi c Life
Papa John’s
Pennsylvania Real Estate 

Investment Trust
People’s Bank
Petro-Canada
Plexus
PolyOne
Portland General Electric
Principal Financial
Prudential Financial

QUALCOMM

RGA Reinsurance Group of 
America

Royal & SunAlliance 
Canada

Schreiber Foods
Schwan’s
S.C. Johnson
Securian Financial Group

Security Benefi t Group
Shaw Group
Spirit AeroSystems
SPX
SRA International
Starbucks
Starwood Hotels & Resorts
Sunoco
Syncrude Canada

Takeda Pharmaceutical
Tarion
Teradata
Time Warner Cable
T-Mobile USA
Toro
Toronto Hydro Electric 

Systems
TransCanada
Trinity Industries
Tupperware

UniSource Energy
United States Steel
United Technologies
Unum Group

Valero Energy
Valmont
Vectren
Vermilion Energy Trust
Viacom
Viad
Vulcan Materials
VWR International

Warner Chilcott
Waste Management
Wells’ Dairy
Western Digital
Western Union
Whirlpool
Williams Companies
Wm. Wrigley Jr.
World Color Press

Xcel Energy

Zale

 16% Energy services

 10% Insurance

 9% Food and beverage

 7% Financial services

 7% Oil and gas

 6% High tech

 5% Chemicals and gases

 5% Industrial manufacturing

 4% Pharmaceuticals and biotechnology

 4% Retail

 4% Telecommunications

 23% Other

9%

7%

7%

16%

6%

23%

10%

5%

5%

4%

4%

4%

Exhibit A. Participants by Industry 
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Compensation Strategy Recommendations 
2013 Performance Measures and Weights 

 A balanced scorecard of earnings, safety and strategic measures 

Performance Category 2013 2012 2011 2010 

Funding Measures 

75% EPS 
10% Safety 

15% Strategic 
Initiatives 100% EPS 100% EPS 100% EPS 

Funding Adjustments 

Zero Fatality 
Adj. (+7.5%) 
Culture (5%) 

Fatality Adj.  
(+/- 10%) 

Fatality Adj. 
(+/- 10%) 

Fatality 
Deduction 

Allocation Measures 
Safety & Health N/A 25% 30% 25% 

Operations N/A 25% 30% 25% 

Regulatory N/A - 20% 25% 

Strategic Initiatives N/A 50% 20% 25% 

The funding measures above would apply to all annual incentive groups 
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Compensation Strategy Recommendations 
2013 Company-Wide Annual Incentive Compensation  
Zero Fatality Adjustment (+7.5%) 

 Zero Fatality Adjustment:  
 In the event AEP does not experience a fatal work related employee incident, the 

overall net composite score would increase by 7.5% of target for all employees 
 This changes the Fatality Adjustment used for the past two years to eliminate 

the potential negative impact of a fatality in favor of a positive adjustment for 
zero fatality years only 

 It changes the potential impact from a percentage of the actual score, to a 
percentage of target 

 It also changes the magnitude of the potential impact: 
 From +/- 10% of the actual score for officers to +7.5% of target,  
 From +/- 5% of the actual score for other employees to +7.5% of target, 

and 
 From - 10% of the actual score for employees in any business unit that 

experiences a fatality to no impact 
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Culture Goal (Up to 5% Addition to Overall Score) 

 The linkage between a healthy organization culture and business performance is clear 
 AEP will launch the cultural transformation by the end of Q1 to meet the following milestones: 

 Conduct 50 plus focus groups across business units and levels of employees by end of 
February 

 Analyze data to develop roadmap for Cultural Transformation with 2013 actions and 
communication campaign 

 Engage leaders at the February Leadership Summit and obtain personal commitments to 
action plans for ICP goals and 360 degree reviews 
 Action plans for all participants (200% maximum score) 
 Action plans for 95% of participants (100% of target score) 
 Action plans for 90% or less of participants (0% score) 

 Launch 2013 Roadmap in March to all employees outlining short-term and long-term actions 
in 4 focus areas: 
 Strategic Direction 
 Leadership 
 Rewards and Recognition 
 Employee Engagement 

 Hold offsite meeting for Executive Council to gain commitment, ensure alignment, and create 
actions to support and drive the transformation of the culture 

 Conduct focus groups in the last quarter to gauge progress and areas of focus for 2014 
 A progress assessment will be provided to the HRC 
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Compensation Strategy Recommendations 
2013 EPS Measure (75% weight) 

 Maximum Score: EPS at or above $3.30 results in a 200% of target 
award pool 

 Target Score: EPS of $3.15 results in a target award pool 

 Threshold Score: EPS at or below $3.00 results in no award payout 

EPS Requirement Award Score 
Maximum Award ≥ $3.30 200% 
Target = $3.15 100% 
Threshold ≤ $3.00     0% 
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Compensation Strategy Recommendations 
2013 EPS Performance Requirement (75% Weight) 

0%
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50%
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100%
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175%

200%

225%
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EP
S 

Pe
rf

or
m

an
ce

 S
co

re
  

Earnings Per Share  

2013 EPS  
Performance to Rewards Measure 

2010 2011 2012 Proposed 2013

The HR Committee of the Board may adjust or 
amend the EPS performance to rewards 
measure and the resulting score at its 
discretion. 
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 Repositioning Implementation Savings – 10% Weight 

 Maximum 200% score: achieve ≥ $225 million in O&M savings for 2013 and 
projected savings for future years 

 Target 100% score: achieve $200 million in O&M savings for 2013 and projected 
savings for future years 

 Threshold 0% score: achieve ≤$150 million in O&M savings for 2013 and projected 
savings for future years 

 In addition this measure includes a subjective component to reflect further 
repositioning of the growth businesses; the manner in which the repositioning 
was implemented, including open, honest and clear employee communications; 
and maintaining an appropriate balance of shareholder, employee and customer 
interests 

 Safety Matrix – 10% Weight 

 This measure will have severity rate (50%), incident rate (40%) and contractor 
incident rate (10%) components 

 Maintaining AEP’s safety culture remains a primary priority  

 
Compensation Strategy Recommendations 
2013 Strategic, Operating and Safety Goals (25% Weight) 
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 Competitive Business Development – 5% Weight 
 Grow, evolve the competitive business including trading, retail energy sales and services, 

and prepare to receive unregulated generation 
 AEP Energy EBITDA of $37 million with +/- 15% of target threshold (0% score) and 

maximum (200% score) points 
 Continued progress on Ohio corporate separation and pool termination 

 Obtain authorizations from FERC, KY, VA, WV and OH (on rehearing) that are 
sufficient to 

1. Complete the corporate separation of AEP Ohio, 
2. Transfer Amos 3 and the two Mitchell units to Kentucky Power and Appalachian 

Power, and 
3. Terminate the AEP Interconnection (Pool) Agreement, as of Jan 2014 

 Prepare and/or file all documentation required to execute corporate separation, 
including real estate transfer documents, assignments of contracts, applications for 
the reissuance of environmental or other governmental permits, and obtain a private 
letter ruling from the IRS confirming the tax-free nature of the transfer of assets 

 The effect of material uncontrollable events shall be considered for removal to avoid score 
impact. 

 150% maximum aggregate score for all Strategic, Operating and Safety Goals 
 No payout if EPS is less than threshold ($3.00 for 2013) 

 
Compensation Strategy Recommendations 
Strategic, Operating and Safety Goals (continued) 
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Abstract 

While the business press suggests that “winning the talent war,” the attraction and 

retention of key talent, is increasingly pivotal to organization success, executives often report 

that their organizations do not fare well on this dimension.  We demonstrate how, through 

integrating turnover and compensation research, the Boudreau and Berger (1985) staffing utility 

framework can be used by industrial/organizational (I/O) psychologists and other human 

resource (HR) professionals to address this issue.  Employing a step-by-step process that 

combines organization-specific information about pay and performance with research on the 

pay-turnover linkage, we estimate the effects of incentive pay on employee separation patterns 

at various performance levels.  We then use the utility framework to evaluate the financial 

consequences of incentive pay as an employee retention vehicle.  The demonstration illustrates 

the limitations of standard accounting and behavioral cost-based approaches and the 

importance of considering both the costs and benefits associated with pay-for-performance 

plans.  Our results suggest that traditional accounting or behavioral cost-based approaches, 

used alone, would have supported rejecting a potentially lucrative pay-for-performance 

investment.  Additionally, our approach should enable HR professionals to use research 

findings and their own data to estimate the retention patterns and subsequent financial 

consequences of their existing, and potential, company-specific performance-based pay 

policies. 
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Is it Worth it to Win the Talent War? 
Evaluating the Utility of Performance-Based Pay 

 
The ability to achieve competitive advantage through people depends in large part on 

the composition of the work force.  This, in turn, is a function of who is hired, how they are 

developed, and who is retained—the latter of which is the focus of this study.  Voluntary 

employee turnover can be either dysfunctional or functional for the organization, depending on 

who leaves (Boudreau, 1991; Boudreau & Berger, 1985; Hollenbeck & Williams, 1986; Trevor, 

2001).  Both low and high performers are generally more likely to leave an organization than are 

average performers (Jackofsky, 1984; Trevor, Gerhart, & Boudreau, 1997; Williams & 

Livingstone, 1994).  Thus, organizations often will shed poor employees (functional turnover), 

but will also fail to retain star employees (dysfunctional turnover).  It appears, however, that 

organizational practices can influence the performance distribution of leavers.  Specifically, 

though high performers typically may leave the organization more often than do average 

performers, they do not necessarily do so.  While research consistently reports that an 

organization’s pay system affects the probability of voluntary turnover (Dreher, 1982; Gerhart & 

Milkovich, 1992; Griffeth, Hom, & Gaertner, 2000; Harrison, Virick, & William, 1996; Porter & 

Lawler, 1968; Schwab, 1991; Steers & Mowday, 1981; Trevor et al., 1997), the probability of 

high-performer turnover is particularly sensitive to the strength of the pay-for-performance link 

(Trevor et al., 1997).  Consequently, organizations may be able to design compensation 

systems to enhance organizational value by targeting retention efforts at the dysfunctional high 

performer turnover. 

This may in fact be increasingly happening as organizations in the United States and 

abroad are progressing toward linking pay more strongly to performance (Milkovich & Newman, 

2002).  Although many organizations have expanded their use of plans that reward team, 

business unit, and corporate performance (Milkovich & Newman, 2002), the predominant basis 

for pay-for-performance continues to be individual performance (IOMA, 2002; Hewitt 

Associates, 2002), and survey data indicate that companies believe individual pay-for-
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performance programs are effective (IOMA, 2002).  While there are concerns about the wisdom 

of pay-for-performance (e.g., Kohn, 1993; Pfeffer, 1998), particularly for individual performance, 

research reviews find ample evidence that pay-for-performance is associated with higher 

performance at both the individual (Jenkins, Mitra, Gupta, & Shaw, 1998) and organizational 

levels of analysis (Gerhart, 2000). Such research, however, has not explicitly examined the 

mechanisms through which pay-for-performance plans affect individual behaviors to influence 

the organizational bottom line. One such mechanism involves pay-for-performance’s effects on 

performance-specific turnover, and the associated costs and benefits that contribute to 

organizational financial performance. 

The professional HR literature suggests that influencing the retention of high performers 

in particular is a crucial matter.  Many articles cite the increasing difficulty in obtaining and 

keeping top talent (e.g., Bartlett & Ghoshal, 2002; Branch, 1998; Chambers, 1998; Rich, 1999).  

A report based on interviews of over 5,000 executives and managers (McKinsey & Company, 

1998), for example, found that 65% of executives believed that they had insufficient talent in the 

ranks of their top 300 leaders and only 10% strongly believed that their companies retained 

most of their high performers.  Even with the recent economic slowdown, organizations face 

increased pressures to attract and retain top talent in their most pivotal talent areas.  The 

Bureau of Labor Statistics projects that, by 2010, the labor supply will grow by 17 million 

(Fullerton & Toosi, 2001) while labor demand will increase by 22.2 million (Berman, 2001), 

indicating that labor shortages will play increasing roles in the future.  Moreover, even if a 

company is reducing employee headcount, voluntary attrition is often the first and most 

attractive option (Sherwyn & Sturman, 2002).  Each of these circumstances highlights the 

potential benefits of managerial investments that particularly facilitate top-performer retention. 

Few would debate the merits of a performance-based pay practice that, all else equal, 

resulted in greater retention of high performers.  Unfortunately, all else is far from equal when 

changing an organization’s pay systems.  Because such changes will affect total labor costs, 

individual employee pay levels, and subsequent employee behaviors, the critical question 
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becomes one of whether the benefits of such a practice outweigh the costs.  We propose that 

while the potential retention benefits of incentive pay have been recognized, they have yet to be 

quantified in dollar terms.  Moreover, researchers have failed to adequately address actual 

costs of performance-based bay.  Our goal here is to provide the first empirical cost-benefit 

assessment of the viability of performance-based pay.  Our approach should contribute to the 

pay-for-performance literature by specifying the circumstances that affect the success of pay-

for-performance plans. 

Our results should also contribute to practice, as the likelihood that HR professionals 

would apply the research findings to their own organizations should increase if these 

professionals are provided with a viable technique for doing so.  In this paper we demonstrate 

such a technique.  The employee movement utility model of Boudreau and Berger (1985) 

provides the means to evaluate the dollar value implications of various pay-for-performance 

strategies, which we illustrate with a step-by-step application to a published turnover and pay-

for-performance article.  In doing so, we (a) demonstrate how organizational representatives 

can use research findings, publicly available compensation and turnover data, or their own data 

to diagnose, inform, and evaluate their own company-specific incentive pay decisions; and (b), 

demonstrate that this technique will often provide different conclusions from typical decision 

models that use only traditional cost or accounting analysis. 

Utility Analysis Applied to Pay Decisions 

Utility analysis is a tool for cost-benefit analysis that helps quantify the impact of human 

resource interventions (Cascio, 2000).  While utility analysis has been applied to numerous 

human resource program areas, most applications have concentrated in the areas of employee 

selection and training (Boudreau & Ramstad, 2003b; 1999; Boudreau, 1991).  The Boudreau 

and Berger (1985) framework represents one of the few applications to employee retention.  

Klass and McClendon (1996) used that framework to examine the pay policy decision of 

whether to lead, lag or match the market. They gathered parameter information from published 

studies and simulated effects on employee separation and offer acceptance patterns. Results 
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for bank tellers suggested that a lag policy produced higher payoffs, although “leading the 

market” (paying higher than the average) did enhance retention and attraction of top 

candidates. The authors noted that these results did not necessarily suggest using a particular 

pay policy, and showed how simulated reductions in citizenship behavior due to low pay might 

change the results.  This was an important initial application of employee movement utility 

principles to decisions about pay. 

In this paper, we focus on a different type of pay decision – how to allocate pay 

increases across employees at different performance levels.  Trevor et al. (1997) found that pay 

policies providing greater pay growth for high performers (and less for low performers) 

substantially increased retention among high performers, encouraged separation among low 

performers, and thus increased the value of the work force.  This is an appealing prospect, but it 

is unclear whether the enhanced workforce value would offset the cost associated with such a 

reward system.  Such costs are quite apparent using traditional accounting or behavioral 

costing models, but such models have limited ability to reflect effects on workforce value; 

furthermore, little data exists on the actual implications of these limitations (Boudreau & 

Ramstad, 2003a; 2003b).  It is also unclear to what extent the enhanced workforce value would 

depend on such factors as the pay policy specifics, the retention pattern, and the variability in 

performance.  The Boudreau-Berger utility framework provides a method to address these 

questions. 

Using the Boudreau and Berger (1985) separation/acquisition utility model, our paper 

presents a model that captures the value associated with employee separations (turnover) and 

acquisitions (hires) over time.  The model estimates three components in each time period: (a) 

movement costs—the costs associated with employee separations and acquisitions; (b) service 

costs—the pay, benefits, and associated expenses required to support the work force; and (c) 

service value—the value of the goods and services produced by the work force.  The dollar-

valued implications of a given pay plan, and of the subsequent separation and acquisition 

patterns over time, are estimated by subtracting the movement costs and service costs from the 
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service value (i.e., subtracting the pay plan’s costs from its benefits).  Figure 1 shows the steps 

necessary to compute this estimate and the tables we employ here to illustrate these steps. 

 
 

Figure 1 
Flow Chart of Utility Analysis Procedure 

 

The Illustrative Case Study 

We illustrate our approach using a scenario in which a hypothetical company is 

considering implementing a pay-for-performance plan at the end of the year 2003.  We assume 

that the company does not currently relate pay to performance, so under the current strategy all 

employees would receive the same pay increases over time.  We compare the effects of this 
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strategy with those of two alternative strategies that place different emphases on pay-for-

performance.  We choose to evaluate the implications of the three possible approaches over a 

four-year period (2004 to 2007).  Thus, because pay-for-performance affects turnover differently 

at different levels of performance (Trevor et al., 1997), the 2007 workforce would reflect a 

different performance distribution under each of the three pay strategies.  By calculating the 

movement costs, service costs, and service values from 2004 to 2007, we can estimate the 

cumulative effects of the pay strategies over the four-year period.1 

We used a number of spreadsheets to make the necessary calculations, with each 

spreadsheet corresponding to a table in this paper.  The spreadsheets are available from the 

lead author upon request, although the descriptions we provide here should be sufficient for 

many readers to create their own.  We also make a number of assumptions to perform the 

necessary calculations.  These assumptions are all based on published research (e.g., Trevor 

et al., 1997) or publicly available data (e.g., BLS, 2002).  First, we draw directly from the Trevor 

et al. (1997) study to estimate (a) the relationship between pay growth, performance, and 

turnover that is captured in their survival analysis (see Appendix) and is used to calculate the 

turnover probabilities at each performance level under each pay strategy; (b) the baseline 

turnover probability necessary to compute those turnover probabilities that are specific to each 

performance level-pay strategy combination; and (c) the performance distribution at the 

beginning of our utility analysis timeframe.  

It should be noted that the Trevor et al. (1997) data are from all 5,143 exempt 

employees hired by a large petrochemical organization between 1983 and 1988.  Furthermore, 

Trevor et al. (1997) examined the effects of various strengths of pay-for-performance 

relationships based on archival data on individuals’ performance and pay levels; they did not 

specifically manipulate the pay-for-performance link as part of either an experimental or quasi-

experimental design.  Nonetheless, these data represent a wide variety of exempt jobs over 

several years, and the results provide valuable insight into the relationships between turnover, 
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pay, and performance.  Thus, the results of the Trevor et al. (1997) study are useful for our 

purpose of illustrating our technique.  

Second, we use published surveys (WorldatWork, 2002; BLS, 2002) to help generate 

realistic pay strategies, determine starting average pay levels, and estimate benefit costs.  

Finally, we employ the results of published research studies to help provide realistic estimates 

of the cost of turnover (e.g., Solomon, 1988; Johnson, 1995) and the value of different levels of 

employee performance (Becker and Huselid, 1992; Boudreau, 1991; Cascio, 2000; Schmidt and 

Hunter, 1983). We describe the rationale for our assumptions and suggest how professionals 

might apply each rationale or gather their own data to customize the application for their 

organizations.  Thus, our demonstration is intended (a) to provide information on the value of 

pay-for-performance plans and the extent that they should ultimately lead to improved 

organizational financial success; and (b) to enable others to use the method with their own 

company’s data, new research findings, and/or their own estimates to create company-specific 

evaluations to facilitate their own decision-making regarding the implementation of pay-for-

performance policies. 

 
Pay-For-Performance Plans and Performance-Specific Turnover  

Step 1:  Specify the Pay-for-Performance Options 

As is evident in Figure 1, the first major phase in estimating the costs and benefits of 

performance-based pay is to make explicit the relevant organizational characteristics and 

assumptions.  The initial step within this phase is to specify the pay policy scenarios to be 

considered.  The two key parameters needed are: (a) the current pay level in each performance 

category for the employees to be considered; and (b) the relationship between pay growth and 

performance levels (usually expressed in terms of the percentage increase awarded for each 

performance level).  For this second parameter, we constructed three hypothetical, but realistic, 

performance-based pay strategies.  Because we intend to provide a broad range of potential 

outcomes, within which most particular organizational results should fall, the strategies were 
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chosen to range from conservative to aggressive in terms of the pay-for-performance link.  In 

terms of performance categories, we adopted the nine performance-rating categories used by 

Trevor et al. (1997), which range from 1.0 (lowest performance) to 5.0 (highest performance) in 

0.5 increments, because this will facilitate using other aspects of the Trevor et al. situation as an 

illustration.  Trevor et al. (1997) created the nine categories by computing average performance 

over time from a rating system in which “The performance scale ranged from 1 = lowest to 5 = 

highest, with the five categories representing levels of consistency in meeting and exceeding 

the basic requirements of the job” (p. 49).  Professionals adopting our utility analysis framework 

should change the performance categories to reflect their own performance assessment 

approach.  

Table 1 
Pay Strategies and Estimated Four-Year Pay Levels for Each Strategy 

 
Performance 

Ratings: 1.0 1.5 2.0 2.5 3.0 3.5 4.0 4.5 5.0 

Pay Increase for Pay 
Strategy 1 4% 4% 4% 4% 4% 4% 4% 4% 4% 

Pay Increase for Pay 
Strategy 2 4% 4% 4% 4% 4% 5% 6% 7% 8% 

Pay Increase for Pay 
Strategy 3 0% 1% 2% 3% 4% 5% 6% 7% 8% 

2003 Average Pay $47,983 $47,983 $47,983 $47,983 $47,983 $47,983 $47,983 $47,983 $47,983
Pay Strategy 1:  No pay/performance link 

2007 Average Pay $56,133 $56,133 $56,133 $56,133 $56,133 $56,133 $56,133 $56,133 $56,133
Pay Strategy 2:  Pay for performance e link for above average performer 

2007 Average Pay $56,133 $56,133 $56,133 $56,133 $56,133 $58,324 $60,577 $62,896 $65,280
Pay Strategy 3:  Pay for performance link for all performers 

2007 Average Pay $47,983 $49,931 $51,938 $54,005 $56,133 $58,324 $60,577 $62,896 $65,280
 
Note:  Data provided by the user are in bold. 
 

The details of our three illustrative pay-for-performance plans are shown in Table 1.  Pay 

strategy 1 gives all employees the same average pay increase, regardless of performance level.  

Data suggest that current pay increases average 4% (WorldatWork, 2002; BLS, 2002; Peck, 

2002), so we used this value for all performance categories in pay strategy 1.  Pay strategy 2 

creates a pay-performance link (i.e., larger pay increases as performance improves) for 

performers above the middle “3.0” rating, and average pay increases (i.e., 4%) to those rated 
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3.0 and below.  Pay strategy 3 maintains the positive reinforcement of pay strategy 2, and 

extends the pay-for-performance link to those below the middle rating (i.e., smaller pay 

increases as performance worsens).  Thus, pay strategy 1 provides no performance link, pay 

strategy 2 is more aggressive, and pay strategy 3 is the most aggressive.   

As noted above, in addition to the pay raise strategy, step one requires the setting of an 

initial pay level upon which the pay strategies will be applied.  Because our example involves 

evaluating the pay-for-performance strategies for white-collar employees, we used the Bureau 

of Labor Statistics (BLS, 2002) estimate of average 2001 white collar (non-sales) pay, adjusted 

for the average salary increases of exempt workers for 2002 and 2003 (WorldatWork, 2002).  

This ultimately yielded a pay level of $47,983 for the year 2003.2 For illustration, we simply 

assigned this same initial pay level to every performance category.  Then, applying the 

percentage increase associated with each pay strategy and extrapolating for four future years, 

we projected the resulting performance-specific pay levels for the year 2007, as reported in 

Table 1. 

In actual organizations, of course, the current pay levels would be available from 

company records.  The same forward-projection method can be used based on these initial 

values.  With observations of real data, it seems likely that initial pay levels will vary across 

performance categories, reflecting past pay policies, demographics, and performance 

distributions.  While quite easy to observe in practice, pay-performance distributions are likely 

quite variable, so no obvious method exists to simulate them for our example.  Our decision to 

begin with a uniform pay distribution across categories simplifies the presentation but does not 

otherwise reduce the generalizability of our approach.      

Step 2:  Determine Turnover Probabilities 

The second step in the making explicit of organizational characteristics and assumptions 

(i.e., the first major phase in Figure 1) is to estimate the probability of separation at each 

performance level for each pay strategy.  This step defines the key link between performance-

based pay and workforce composition. For practitioners, this may represent the most novel 
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element of the model, yet we believe it is quite feasible. We describe several methods for 

estimating these probabilities. 

Estimation using existing research literature 

Perhaps the most straightforward approach is to refer to existing empirical findings.  For 

our hypothetical example, we use the performance level/pay strategy specific separation results 

generated by Trevor et al. (1997).  Professionals employing utility analysis likely would prefer to 

access separation probabilities from a study of an employee population that resembled their 

own employees in terms of occupations, industry, and demographics.  To date, however, the 

Trevor et al. (1997) study is the only published work from which the performance level/pay 

strategy specific separation probabilities can be estimated.  While future research providing 

such information for different employee populations would be helpful, in their absence, the 

Trevor et al. (1997) results offer a useful starting point. 

Estimation using organizational data 

A second option for generating the performance level/pay strategy specific separation 

probabilities that are necessary for the cost-benefit analysis would be for professionals to 

estimate them using their own organization’s data. In most companies, separation rates are 

customarily calculated for entire job categories and are seldom broken down by performance 

levels.  Even when separation rates are reported by performance levels, they are rarely further 

broken down to reflect pay growth.  Yet, if yearly individual-level information on performance, 

pay level, and separation is available, it can rather easily be converted into the required 

separation probabilities estimates.  

First, professionals can compute each employee’s average pay growth and average 

employee performance over a specified time period (e.g., over the last three years).  These 

relatively continuous data can then be used to slot employees into performance level/pay 

strategy categories, such as Table 1’s 27 categories that were created from all combinations of 

three pay strategies and nine performance levels.  This approach would be repeated for all 

appropriate performance level and pay growth combinations, thus yielding counts of employees 
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that fit each category.  After compiling these counts, the second step would be simply to divide 

each category’s number of voluntary separations by the number of employees in that category.  

This would yield the estimates of the separation probabilities specific to each performance 

level/pay strategy combination that are necessary for conducting the cost-benefit analysis of 

performance-based pay. 

While relatively simple to describe, estimating category-specific separation probabilities 

from one’s own organization involves two potentially difficult hurdles.  First, to estimate the 

separation probabilities with any degree of reliability, there must be an adequate number of 

employees in the categories of interest. If the number of employees in a given category is low, 

then the resultant average rate of turnover may be strongly influenced by sampling error rather 

than reflecting an accurate estimate of that category’s true turnover likelihood (e.g., a category 

with one employee mandates an unrealistic separation probability estimate of either one or 

zero). Thus, the HR professional or I/O psychologist must be working with relatively few 

categories and/or with large employee populations.  A second serious problem with the 

approach described above is that it will produce separation probabilities that are likely to be 

confounded by other factors that are related to turnover, performance, and pay growth, such as 

pay level, age, gender, and tenure with the organization.  Hence, though computing 

performance level/pay strategy specific separation probabilities for one’s own organization is 

relatively simple, its value may be limited. 

Fortunately, two statistical methods are available for dealing with the confounding and 

employee-per-category problems.  While both of these methods require a statistical package 

and reasonable statistical sophistication, I/O psychologists may well have been exposed to one 

or both of the methods.  If not, their training still may well have provided them with a 

methodological foundation sufficient to allow them to learn the techniques, particularly with the 

advances in user-friendly statistical software.  Alternatively, HR professionals or I/O 

psychologists could simply hire a consultant to assist with the analyses.   
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Logistic regression and survival analysis can be used to estimate separation 

probabilities.  Both explicitly account for the potential confound described above by statistically 

controlling for the effects of these other variables.  The analyses yield partial coefficients that 

are net of the effects of the potentially confounding variables.  The partial coefficients are then 

used to compute separation probabilities needed to conduct the cost-benefit analysis.  Both 

methods also exploit the full range of the relatively continuous salary growth and performance 

data, rather than requiring pre-established categories that necessarily result in a loss of 

information.  Logistic regression estimates the probability of separation over a specified time 

period.  Survival analysis (Kalbfleisch & Prentice, 1980) computes the probability of survival 

(i.e., not separating) over a specified time span, and accounts for the length of time an 

individual stays before leaving the organization.  In other words, survival analysis specifically 

models how long an individual remains with an employer before leaving, whereas logistic 

regression models whether a person leaves or not.  While both methods are appropriate for 

estimating the separation probabilities specific to the performance level/pay strategy 

combinations of interest, each offers advantages under certain circumstances (for a complete 

discussion of this issue, see Morita, Lee, & Mowday, 1993). Our Appendix describes the use of 

survival analysis to calculate the required separation probabilities that are specific to each of our 

performance level/pay strategy combinations.        

Estimated separation probabilities for the example. 

For our example, we used the survival analysis results reported in Trevor et al. (1997), 

which estimated a survival model from data on a sample of exempt employees in one 

organization.  The analysis produced a mathematical function describing survival probabilities 

as a function of salary growth and performance, which we present in the Appendix.  Substituting 

a specific salary growth amount and performance level into the equation produces an estimated 

survival probability that is appropriate for that performance level and salary growth combination.  

Thus, we used the equation reported in Trevor et al.’s (1997) Table 4 (p. 54) to compute the 

separation probability (1.0 minus the survival probability), for each performance category under 
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each pay strategy, at the end of our example’s 4-year period.  The estimated separation 

probabilities are presented in the top part of Table 2. 

 
Table 2 

Turnover Probabilities, and Estimate Number of Retained and Replaced Employees 

Performance 
Ratings: 1 1.5 2 2.5 3 3.5 4 4.5 5 Total

Number of 
employees 60 97 1171 1090 1667 672 317 46 23 5143

Turnover Probabilities1 (Probability of leaving the organization by 2007) 
Pay Strategy 1 0.96 0.65 0.38 0.25 0.21 0.22 0.27 0.41 0.66  
Pay Strategy 2 0.96 0.65 0.38 0.25 0.21 0.14 0.11 0.11 0.14  
Pay Strategy 3 0.99 0.88 0.60 0.35 0.21 0.14 0.11 0.11 0.14  

Retained Employees (2007) 
Pay Strategy 1 2 34 726 818 1317 524 231 27 8 3687
Pay Strategy 2 2 34 726 818 1317 578 282 41 20 3818
Pay Strategy 3 1 12 468 709 1317 578 282 41 20 3428

Replaced Employees (2004 - 2007)2 
Pay Strategy 1 58 63 445 273 350 148 86 19 15 1457
Pay Strategy 2 58 63 445 273 350 94 35 5 3 1326
Pay Strategy 3 59 85 703 382 350 94 35 5 3 1716
 
Notes:  1.  These values were based on analyses from the Trevor et al. (1997) study.  Those 
performing their own analyses would need to complete the table with their own company-specific 
data, or use approximations from the Trevor et al. results.  See the Appendix for how we used the 
Trevor et al. results to obtain our values above. 
2.  Recall that we are evaluating the effects of the different pay policies going into effect at the end 
of 2004.  Thus, while our data are based on the state of the workforce at the end of 2003, we are 
evaluating the effects of the programs in 2004-2007. 
3.  Data provided by the user are in bold. 

 

We caution that our use of the Trevor et al. (1997) survival analysis provides reasonable 

separation probability estimates, rather than definitive ones.  It is certainly probable that other 

factors could also influence the probability of turnover.  For example, equity theory suggests that 

even when high performers receive the same pay increase (such as under Pay Strategy 2 and 

Pay Strategy 3), their turnover likelihoods may differ as a function of how referent others (e.g., 

low performers) are compensated.  Our approach does not take this into consideration.  Thus, 

the reader should keep in mind the imperfections associated with relying on any single study, 

model of turnover, or data set to estimate turnover probabilities. 
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Step 3:  Determine Performance Distribution and Number of Separations 

So far, we have established the pay increase that individuals in each performance level 

will receive under the different pay policies, and we have subsequently established the 

separation probabilities for each performance level/pay strategy category.  Next, we need to 

project the number of separations in each performance level/pay strategy category over time.  

We specified our initial hypothetical employee group (those at the end of year 2003) to mirror in 

size and performance distribution the 5,143 employees analyzed by Trevor et al. (1997), which 

is shown in Table 2 (in actual organizations, the initial number of employees in each 

performance category would be identified through a straightforward count).  We then multiplied 

the initial number of employees in each performance level/pay strategy category by the 

appropriate separation probability.  Table 2 presents the resultant category-specific numbers of 

employees that separated (and will need to be replaced) and employees retained.   

At this point, a traditional analysis of total separations would likely lead to a decision to 

adopt pay strategy 2, the moderately-aggressive policy through which performers above the 

midpoint receive higher pay increases.  As Table 2 indicates, the number of separations over 

the four-year analysis period is 1,326 for pay strategy 2, while it is 1,457 for pay strategy 1 and 

1,716 for pay strategy 3.  Based only on separation rates, pay strategy 3 seems the least 

attractive policy.  However, such conclusions are simplistic and superficial from a cost/benefits 

perspective; a more sophisticated and meaningful inference regarding the implications of the 

three pay strategies requires an analysis incorporating critical financial data. 

 
Estimating the Cost of Pay-For-Performance Plans 

Step 4:  Determine Movement Costs 

In steps one through three, we specified the pay-for-performance options, the estimated 

separation probabilities, and the subsequent numbers of separations and necessary 

replacements from each performance level/pay strategy combination.  Hence, one key financial 

outcome to be considered is the projected cost of employee movements into and out of the 
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workforce under each pay policy.  As we see in Table 2, relative to the retention effects of 

simply providing everyone with the same salary increase (pay strategy 1), pay strategy 2 

reduces overall separations, while pay strategy 3 increases them.  We next translate these 

projected separations and replacements into financial costs. 

We refer to the combined costs of employee separations and replacement acquisitions 

as movement costs.  These costs include direct expenses, such as separation costs (e.g., exit 

interview, separation pay), replacement costs (e.g., advertising, travel expenses, interviewing 

and testing candidates), and training costs (e.g., informational literature costs, paying trainers).  

Movement costs also include indirect expenses, such as the lower productivity of new 

employees as they learn the job, time spent by managers having to supervise new employees 

more directly, and diminished productivity of veteran employees as they mentor and help new 

employees (Cascio, 2000).  While such costs are not standard elements of traditional 

accounting systems, organizations increasingly employ software and reporting algorithms that 

calculate such metrics as turnover costs, costs per hire, etc.  If these are available, one can 

simply multiply the relevant cost by the number of separations and/or replacements that emerge 

under each pay strategy. 

Data available to calculate movement costs varies widely across companies.  When 

movement costs are not readily available from the organization, one can turn to research.  For 

example, Solomon (1988) suggested that movement costs range from 1.5 to 2.5 times the 

annual salary paid for a job (Solomon, 1988), while Johnson (1995) suggested that movement 

costs range from 93% to 200% of the position’s salary.  In our example, we estimated the 

movement cost associated with each separation as two times the average salary of all 

employees in the year of the separation (note that average salary will vary according to pay 

strategy).  We also assumed that each separation is replaced, and thus we combined all 

separation and acquisition costs into a single estimate labeled movement costs.  Should 

replacement not be expected, such as during a downsizing, separation cost estimates should 
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be applied to the number of separations, and replacement acquisition costs should be applied to 

the number of replacements (Boudreau & Berger, 1985). 

Table 3 provides the necessary information to estimate movement costs for our 

example.  At the top of the table is the workforce’s average salary in 2003 and in 2007 under 

each of the three pay strategies.  As noted above, we multiplied this salary by 2.0 to estimate 

the average movement costs for each separation, which is shown for years 2003 and 2007.  We 

then subtracted the 2003 average movement cost from the 2007 average movement cost and 

divided by four to get yearly movement cost increase, which we added to the 2003 average 

movement cost to get the 2004 average movement cost.  This was added to the 2007 average 

movement cost and the sum was divided by two to compute the average (2004-2007) 

movement cost per separation.  Table 3 also provides the total projected number of 

separations/replacements from Years 2004 to 2007, which were calculated in Table 2.  Total 

movement costs for each pay strategy over the four-year period were then calculated by 

multiplying each pay strategy’s total number of projected separations/replacements by each pay 

strategy’s average movement cost per separation/replacement. 

Exhibit ARC-6 
Page 20 of 48



Is It Worth It to Win the Talent War?  CAHRS WP03-12 
 

 
Page 20 

Table 3 

Estimated Four-Year Movement Costs Under Different Pay Strategies 

    Pay Strategy 1 Pay Strategy 2 Pay Strategy 3 

Average Salary     

2003  $47,983 $47,983 $47,983 

2007  $56,133 $56,914 $55,966 

Movement Cost Multiplier                          
(cost of separation as multiple of salary; 
same for all three Pay Strategies) 

2.0   

Average Movement Costs (per separation)    

2003  $95,966 $95,966 $95,966 

2007  $112,266 $113,828 $111,932 

Yearly Increase in Average Movement Cost $4,075 $4,466 $3,992 

2004 Average Movement Cost  $100,041 $100,432 $99,958 

Average Movement Cost (2004 - 2007) $106,154 $107,130 $105,945 

Number of Separations  1,457 1,326 1,716 

Total Movement Costs1 $154,666,378 $142,054,380 $181,801,620 
 
Notes:  1.  Total Movement Costs were calculated assuming a linear growth in movement costs and an equal number of 
separations in each year.  Thus, Total Movement Costs could be calculated as the number of separations times the average 
2004 - 2007 movement costs.  For simplicity, we assumed a constant rate of movement cost increase over time.  This could 
easily be modified if an organization projected very significant increases or decreases in costs per movement in a given year, but 
such large discontinuities seem unlikely. 
2.  Data provided by the user are in bold. 

 

 

Table 3’s total estimated movement costs were $154.67 million, $142.05 million, and 

$181.80 million for pay strategies 1, 2, and 3, respectively.  Compared to pay strategy 1 (giving 

equal pay increases to everyone), the turnover reduction associated with the policy of linking 

pay and performance for high performers (pay strategy 2) saves $12.61 million in movement 

costs over four years.  Linking pay and performance for both high and low performers (pay 

strategy 3), however, creates additional separations among low performers and thus incurs four-

year movement costs of $27.13 million and $39.75 million more than those incurred through pay 

strategies 1 and 2, respectively. 
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Some of these costs would be evident with standard accounting tools, to the extent that 

they represent “out-of-pocket” costs such as fees to search firms or consultants providing exit 

interviews.  However, as mentioned above, many of these costs (e.g., staff time spent in 

processing separations and acquisitions) are “opportunity costs,” and only a portion of these 

savings (costs) would be recorded by the accounting system.  Thus, our analytical approach 

offers the advantage of a more complete cost analysis for incentive pay strategies.  Still, 

movement costs represent only one of the crucial financial implications of using pay-for-

performance to manage performance and turnover.  Hence, we next address the pay strategies’ 

substantial implications for differences in costs associated with pay levels, benefits, and other 

service costs. 

Step 5:  Estimate Future Service Costs 

Service costs are the total costs required to retain and support the work force, and thus 

include pay and benefits (Boudreau & Berger, 1985), the latter of which is typically the largest 

service cost component other than pay.  In some cases, service costs may vary with employee 

performance.  For example, there may be significant bonuses or stock options, or higher 

performers may use significantly more materials or resources than lower performers.  In these 

cases, which would tend to be of more relevance in executive populations, such variability in 

service costs should also be taken into account.  Absent such factors, estimating service costs 

simply involves adjusting projected salary levels upward to reflect additional service costs (i.e., 

benefits), multiplying the resulting values by the number of employees in each year, and 

summing the products across years.  Because we define total service costs as salary plus 

benefits in our example, we estimate each year’s service costs by estimating the ratio of total 

remuneration (employee benefits plus salary) to salary, and then multiplying this ratio by 

projected salary levels under each pay policy.  

In Table 3 we had established, for each pay strategy, the average salary levels for the 

full work force in 2003 and 2007.  Because we assumed that benefits were 37% of salary (U.S. 

Department of Labor, 2001), we multiplied Table 3’s average salary levels by 1.37 to reflect the 
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2003 and 2007 average service costs for each pay strategy (see Table 4).  Using the 

assumption that service costs increased linearly from 2003 to 2007, we then computed, for each 

of the three pay strategies, (a) the average service cost increase (2007 service cost minus 2003 

service cost, divided by four), (b) 2004 service cost (2003 service cost plus the average service 

cost increase), (c) the average 2004-2007 service cost (2004 service cost plus 2007 service 

cost, divided by two), and (d) the total 2004-2007 service cost (average 2004-2007 service cost 

times four, the number of years in our simulation, times 5143, the total number of employees in 

each year). 

Table 4 
Estimated Four-Year Service Costs Under Different Pay Strategies 

    Pay Strategy 1 Pay Strategy 2 Pay Strategy 3 
Average Service Cost Multiplier  
(per employee) 1.37 1.37 1.37 

Average Service Cost     

2003  $65,737 $65,737 $65,737 

2007  $76,902 $77,972 $76,673 

Yearly Increase in Service Costs $2,791 $3,059 $2,734 

2004 Average Service Cost $68,528 $68,796 $68,471 

Average Service Cost (2004 - 2007) $72,715 $73,384 $72,572 

Total Service Costs (2004 - 2007) $1,495,892,980 $1,509,655,648 $1,492,951,184 
 
Notes:  1.  Average service cost per employee is assumed to equal 1.37 times Table 3's average salary under each 
pay strategy.  Total costs were calculated assuming a linear growth in service costs.  Thus, it was estimated to equal 
the number of employees times the number of years times the average service costs (2004-2007). 
2. Data provided by the user are in bold. 

 
An implication of our decision to use the workforce average service costs to estimate 

total service costs is that it implicitly assumes that replacement employees will be paid at the 

average level of the workforce they enter.  The framework of this model can certainly 

accommodate other assumptions (e.g., stronger pay-performance links will attract better 

performers who will be paid more), and would allow practitioners to incorporate such data when 

appropriate.  We adopted the workforce-average assumption for simplicity. 
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Pay strategy 2 yielded the highest service costs; it is projected to cost $13.76 million 

more than pay strategy 1 (no performance-pay relationship).  Under pay strategy 2, pay is 

always equal (for performers at or below the performance midpoint) or higher (for performers 

above the midpoint) than pay in strategy 1.  Pay strategy 3 raises the pay for higher performers, 

but also lowers pay for lower performers, resulting in costs of $2.94 million less over four years 

than pay strategy 1, and $16.70 million less than pay strategy 2.   

Service costs (i.e., pay and benefits) are highly visible to standard accounting systems.  

In fact, one could argue that they are the most visible elements of human capital in standard 

accounting. Thus, if standard accounting were used to evaluate these pay policies, the costs 

shown in Table 4 would likely be quite evident, and would perhaps suggest an argument for pay 

strategy 3 to organizational constituents who rely on accounting information for their decisions.  

Given that the movement costs analysis suggested pay strategy 3 as the least economical 

approach, however, it is clear that relying on only a single type of cost information may well 

provide an inaccurate basis for a decision.  When we do aggregate the total movement and total 

service cost data from Tables 3 and 4, we see that pay strategy 3 is the most expensive, costing 

over $23 million more than pay strategy 2 and over $24 million more than pay  

strategy 1. 

Consequently, from a cost-based perspective, we might conclude that undertaking an 

aggressive pay-for-performance system to “win the talent war” is not worth the investment.  We 

instead caution that such an inference (and any decisions based on it) is at the least premature 

and is potentially detrimental to the organization.  High performers provide greater value than do 

low performers, and any assessment of an HR program that differentially affects the 

performance distribution of the workforce must account for this.  HR investments must be 

examined for both their “efficiency” and “effectiveness” (Boudreau & Ramstad, 2003b).  Hence, 

having addressed the movement and service costs implications of the three pay strategies’ 

effects on turnover, we next turn to the strategies’ implications for workforce’s value, an often 
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overlooked but absolutely essential consideration when assessing the financial practicality of 

human resource interventions. 

  
Estimating the Value of Pay-For-Performance Plans 

Step 6:  Determine Service Value 

Although our analyses have focused on the cost implications of the pay-for-performance 

strategies, such strategies also can produce value through the elimination of poor performers 

(and their subsequent replacement by average performers), and, in particular, the retention of 

high performers, whose retention is especially sensitive to pay-for-performance effects (Trevor 

et al., 1997).  Moreover, when differences in individual performance are high (i.e., when a high 

performer is worth much more to the organization than an average performer), retaining top 

employees and eliminating poor employees may yield value that far outweighs the associated 

costs (Boudreau & Berger, 1985; Boudreau, 1991; Boudreau & Ramstad, 1999; 2003a; 2003b).   

To examine the potential effects of performance-based pay on workforce value, we need 

to estimate the dollar value of individual performance variation.  This will allow us to estimate 

the effect that changes in the workforce’s performance distribution will have on workforce value.  

Our data provide estimates of changes in the performance ratings, so we must convert ratings 

to dollar values.  This conversion method requires two components (Boudreau & Berger, 1985):  

(a) the dollar value of the average performance level; and (b) the incremental value of 

deviations from that average performance level.3 

We employed the Schmidt and Hunter (1983) approach, which assumes that the value 

of the average performance level would equal 1.754 times the average wage at that level.  For 

the 2003 work force, we multiplied Table 3’s average salary of $47,983 by 1.754 to obtain a 

service value of $84,162 per person.  For the 2007 work force, consistent with the estimate of 

average service costs above, we estimated average salary as that which would have been 

produced by four years of average salary increases, beginning in 2004.  As noted in Table 3, 

the average 2007 salary under pay strategy 1, which allocates average salary increases across 
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the performance distribution, is estimated to be $56,133.  Multiplying this salary by 1.754 

produces an average work force value estimate of $98,457 per person.  These 2003 and 2007 

average service value estimates are shown in “average service value” section of Table 5. 

Table 5 
Computations for Estimating Individual Service Value at Each Performance Level 

 
Performance 

Ratings: 1 1.5 2 2.5 3 3.5 4 4.5 5 

Number of 
employees 60 97 1171 1090 1667 672 317 46 23 

Mean 
Performance  2.764        

Standard Dev. of 
Performance  0.668        

Z-Score of 
Performance 
Ratings 

-2.641 -1.892 -1.144 -0.395 0.353 1.102 1.850 2.599 3.347 

Average Service Value (assumed to equal 1.754 * average salary) 
2003 $84,162 $84,162 $84,162 $84,162 $84,162 $84,162 $84,162 $84,162 $84,162 

2007 $98,457 $98,457 $98,457 $98,457 $98,457 $98,457 $98,457 $98,457 $98,457 

Incremental Service Value SDy =0.30 

2003 -$38,017 -$27,235 -$16,468 -$5,686 $5,081 $15,863 $26,631 $37,412 $48,180 

2007 -$44,474 -$31,861 -$19,265 -$6,652 $5,944 $18,558 $31,154 $43,767 $56,363 

Incremental Service Value SDy =0.60 

2003 -$76,034 -$54,470 -$32,936 -$11,372 $10,163 $31,726 $53,261 $74,825 $96,359 

2007 -$88,948 -$63,722 -$38,530 -$13,304 $11,889 $37,115 $62,308 $87,534 $112,726 

Incremental Service Value SDy =0.90 

2003 -$114,051 -$81,705 -$49,403 -$17,058 $15,244 $47,590 $79,892 $112,237 $144,539 

2007 -$133,423 -$95,583 -$57,795 -$19,955 $17,833 $55,673 $93,461 $131,301 $169,089 

Total Individual Service Value (SDy = 30%)1 

2003 $46,145 $56,927 $67,694 $78,476 $89,243 $100,025 $110,793 $121,574 $132,342 

2007 $53,983 $66,596 $79,192 $91,805 $104,401 $117,015 $129,611 $142,224 $154,820 

Total Individual Service Value (SDy = 60%) 

2003 $8,128 $29,692 $51,226 $72,790 $94,325 $115,888 $137,423 $158,987 $180,521 

2007 $9,509 $34,735 $59,927 $85,153 $110,346 $135,572 $160,765 $185,991 $211,183 

Total Individual Service Value (SDy = 90%) 

2003 -$29,889 $2,457 $34,759 $67,104 $99,406 $131,752 $164,054 $196,399 $228,701 

2007 -$34,966 $2,874 $40,662 $78,502 $116,290 $154,130 $191,918 $229,758 $267,546 
Notes:  1.  Total Individual Service Value is computed as the Average Service Value plus the Incremental Service Value, shown in 
the top portion of this table.          
2.  Data provided by the user are in bold. 
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For the second component necessary to estimate the value associated with each 

employee, we needed an estimate for the value of each performance level above and below the 

average.  Combined with the estimate for the average value of individuals’ performance, this will 

allow us to calculate the value of each of the nine performance levels, in both 2003 and 2007.  

In this study, and probably characteristic of most organizations, we had no direct estimates of 

the dollar value of particular performance levels.  Hence, we used an estimation approach 

typical of utility analysis studies (e.g., Boudreau, 1991; Boudreau & Ramstad, 2003b).  Utility 

analysis typically employs an estimate of the value of a one-standard-deviation difference in 

employee value, referred to as SDy, with SDy often approximated as equal to a given 

percentage of salary (Boudreau, 1991; Cascio, 2000).  Thus, someone who performs one 

standard deviation above average (i.e., someone who is in the 84th percentile of performance) 

is estimated to be worth more than an average performer by a value equal to SDy.  Using the 

SDy term, we can compute the value of each performance category relative to the average. 

A recurring problem with using SDy is that it is unlikely to be estimated precisely 

(Boudreau, 1991; Cascio, 2000).  Furthermore, its impact on final estimates of the value of a 

utility estimate is often quite significant (Boudreau, 1991).  Thus, we investigated three potential 

values.  As a very conservative approach, we assumed that SDy would equal 30% of average 

salary.  This is substantially less than Schmidt and Hunter’s (1983) 40% recommendation, 

which has been characterized as a conventional benchmark (Becker & Huselid, 1992), a safe 

estimate (Schmidt, Hunter, Outerbridge, & Trattner, 1986), and a conservative estimate 

(Judiesch, Schmidt, & Mount, 1992).  We also used 60% of average salary as a somewhat 

conservative estimate, and we used 90% of average salary as what we believe to be a more 

realistic estimate.4 In other words, our three estimates suggest that an employee performing 

better than 84 percent of the employee population is worth 30% of salary, 60% of salary, or 90% 

of salary more to the organization than an average performer (i.e., someone performing at the 

50th percentile) in the same job. 
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In order to move from these SDy estimates to estimates of each employee’s service 

value, we first used the observed distribution of employee performance to compute the 

standardized z-score corresponding to each of the nine performance ratings.  This 

transformation, accomplished through subtracting the mean performance score from each 

performance category rating and then dividing by the performance standard deviation, produces 

a performance distribution with a mean of zero and a standard deviation of one.  For example, 

performance category 1.5 received a z-score of -1.89 through subtracting the average 

performance rating of 2.764 from 1.5 and dividing by the standard deviation of 0.668.  The z-

scores, which represent the number of standard deviations that each performance category 

rating deviates from the performance mean, are listed in the fifth row of data in Table 5. 

We assumed that the z-scores associated with each raw performance score would 

remain constant from 2003 to 2007.  That is, although the actual distribution of workers across 

performance categories changes from 2003 to 2007, we assumed that the value of performance 

at each performance level did not change.  For example, a performance rating of 4 in 2003, 

which was 1.850 standard deviations above the mean in 2003, provided value to the employer 

equal to mean performance’s value plus the product of 1.850 and SDy.  We assumed, 

regardless of the actual number of employees who received a score of 4 in 2007, the financial 

value of an individual with a performance rating of 4 in that year would be equal to 2007 mean 

performance’s value plus the product of 1.850 and SDy. 

For 2003, we estimated average salary as $47,983 (from Table 1), producing SDy 

estimates of $14,395 (i.e., 0.3 * $47,983), $28,790 (i.e., 0.6 * $47,983) and $43,185 (i.e., 0.9 * 

$47,983) for the 30%, 60% and 90% SDy scenarios, respectively.  For 2007, estimated average 

salary was $56,133 (from Table 1), producing, at the 30%, 60%, and 90% SDy scenarios, 

estimated SDy levels of $16,840 (i.e., 0.3 * $56,133), $33,680 (i.e., 0.6 * $56,133), and $50,520 

(i.e., 0.9 * $56,133).  Multiplying these SDy estimates (i.e., the appropriate dollar value of a one 

standard deviation performance difference) by the z-scores (i.e., the number of standard 

deviations the performance category is from the mean) produced the “incremental” (beyond the 
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average) dollar values corresponding to each performance rating level for each SDy assumption 

(see Table 5).  Thus, under the 60% assumption in 2007, an employee at performance level 5.0 

is worth $112,726 more than an average employee (i.e., $56,133 * 0.60 * 3.347).  The sums of 

the average service values for the workforce, and the incremental service values for each 

performance category, produced the individual service values for each performance category 

that are reported in the bottom section of Table 5.  Thus, the last six lines of data in Table 5 

represent, for each unique combination of performance level (1.0 – 5.0 at half point intervals), 

year (2003 and 2007), and SDy scenario (30%, 60%, and 90%), the individual service value for 

each employee. 

With individual service values determined for both 2003 and 2007, we can now compute 

the total service value for the workforce under each of the three pay strategies.  For 2003 (for all 

three pay strategies), we calculated the total service value of the workforce by multiplying each 

performance category’s individual service value by the corresponding quantity of employees in 

the performance category, and adding the products.  Thus, for example, Table 5’s individual 

service value of $115,888 for SDy = 60% and performance = 3.5 in 2003 is multiplied by 672 

(the number of employees in that performance category) to yield the $77,876,736 figure in Table 

6 (under SDy = 60% and performance = 3.5).  This $77,876,736 is then added to the similarly 

computed values for the other eight performance categories to produce, when SDy = 60%, 

Table 6’s total 2003 service value of $432,351,857.  This is our estimate of what the workforce 

is worth to the employer in 2003 under the assumption that being one standard deviation above 

average in performance is worth 60% of an average performer’s salary. We note that the total 

service values are the same in 2003 regardless of pay strategy (although they do differ across 

SDy assumptions) because the three pay strategies had yet to result in the different 

performance-specific turnover patterns that begin in 2004. 
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Table 6 

Computing Total Service Value (2003 Employees) 

 

Performance 
Ratings: 1 1.5 2 2.5 3 3.5 4 4.5 5 Total 

Number of 
employees 60 97 1171 1090 1667 672 317 46 23 5143 

2003 Total Service Value 

SDy = 30% $2,768,700 $5,521,919 $79,269,674 $85,538,840 $148,768,081 $67,216,800 $35,121,381 $5,592,404 $3,043,866 $430,072,965 

SDy = 60% $487,680 $2,880,124 $59,985,646 $79,341,100 $157,239,775 $77,876,736 $43,563,091 $7,313,402 $4,151,983 $432,351,857 

SDy = 90% -$1,793,340 $238,329 $40,702,789 $73,143,360 $165,709,802 $88,537,344 $52,005,118 $9,034,354 $5,260,123 $434,631,219 
 
Note:  The total service values are the same in 2003 regardless of pay strategy (although they do differ across SDy assumptions) because the three 
pay strategies had yet to result in the different performance-specific turnover patterns that begin in 2004. 
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For 2007, calculation of the total service value of the workforce is slightly more complex, 

as the computations for those employees retained over the four-year analysis differ from the 

computations required for those hired as replacements during the four-year period.  For the 

retained employees, 2007 total service value calculation closely resembles the approach to 

2003, where Table 5’s 2003 individual service values for each SDy level and performance 

category combination were multiplied by the quantity of retained employees for each 

performance category, and these products were summed.  In 2007, however, the three pay 

strategies’ different effects on performance-specific turnover result in pay strategy-specific 

numbers of retained employees in each performance category.  Consequently, we need to 

conduct the individual service value by employee quantity multiplications separately for each 

pay strategy to get the 2007 estimates.  Thus, Table 5’s 2007 individual service values for each 

SDy level and performance category combination were multiplied by the quantity of retained 

employees for each performance category under each pay strategy, and these products were 

summed.  For example, Table 5’s individual service value of $129,611 for SDy = 30% and 

performance = 4.0 in 2007 is multiplied by 231, 282, and 282 (the number of retained 

employees in that performance category under the three pay strategies, as listed in Table 7) to 

yield the  $29,940,141, $36,550,302, and $36,550,302 figures in Table 7 (under SDy = 30%, 

performance = 4.0, and pay strategies 1, 2, and 3, respectively).  Thus, the final nine rows of 

data in Table 7 chronicle, for each SDy and pay strategy combination, the combined service 

value of all retained employees in 2007 at each performance level.  The final column for each of 

these nine rows provides total service values across performance categories. 
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Table 7 

Total Service Value of Retained Employees (2007) 

Performance 
Ratings: 1 1.5 2 2.5 3 3.5 4 4.5 5 Total 

Retained Employees 
Pay Strategy 1 2 34 726 818 1317 524 231 27 8 3687 
Pay Strategy 2 2 34 726 818 1317 578 282 41 20 3818 
Pay Strategy 3 1 12 468 709 1317 578 282 41 20 3428 

Total Service Value (2007) 
SDy = 30%           

Pay Strategy 1 $107,966 $2,264,264 $57,493,392 $75,096,490 $137,496,117 $61,315,860 $29,940,141 $3,840,048 $1,238,560 $368,792,838 
Pay Strategy 2 $107,966 $2,264,264 $57,493,392 $75,096,490 $137,496,117 $67,634,670 $36,550,302 $5,831,184 $3,096,400 $385,570,785 
Pay Strategy 3 $53,983 $799,152 $37,061,856 $65,089,745 $137,496,117 $67,634,670 $36,550,302 $5,831,184 $3,096,400 $353,613,409 

SDy = 60%           
Pay Strategy 1 $19,018 $1,180,990 $43,507,002 $69,655,154 $145,325,682 $71,039,728 $37,136,715 $5,021,757 $1,689,464 $374,575,510 
Pay Strategy 2 $19,018 $1,180,990 $43,507,002 $69,655,154 $145,325,682 $78,360,616 $45,335,730 $7,625,631 $4,223,660 $395,233,483 
Pay Strategy 3 $9,509 $416,820 $28,045,836 $60,373,477 $145,325,682 $78,360,616 $45,335,730 $7,625,631 $4,223,660 $369,716,961 

SDy = 90%           
Pay Strategy 1 -$69,932 $97,716 $29,520,612 $64,214,636 $153,153,930 $80,764,120 $44,333,058 $6,203,466 $2,140,368 $380,357,974 
Pay Strategy 2 -$69,932 $97,716 $29,520,612 $64,214,636 $153,153,930 $89,087,140 $54,120,876 $9,420,078 $5,350,920 $404,895,976 
Pay Strategy 3 -$34,966 $34,488 $19,029,816 $55,657,918 $153,153,930 $89,087,140 $54,120,876 $9,420,078 $5,350,920 $385,820,200 
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Having computed 2007 service value for retained employees, we next address the 2007 

value of those employees hired to replace the employees that separated during the 2004-2007 

window.  These replacement employees were assumed to have an individual service value 

equal to the average individual service value of retained employees under pay strategy 1 for 

each of the SDy assumptions.  Thus, for example, Table 8’s average individual replacement 

employee service value of $101,594 when SDy = 60% was computed by dividing Table 7’s total 

retainee service value of $374,575,510, which is under pay strategy 1 with SDy = 60%, by 3687, 

which is Table 7’s total retainees under pay strategy 1.  We note that using pay strategy 1’s 

retainee service value for all replacements assumes that the recruiting effectiveness and job 

performance of replacement employees are not affected by the compensation system.  Because 

the average service value of retained employees under pay strategies 2 and 3 is greater than 

the average service value of employees retained under pay strategy 1, this provides a 

conservative estimate of replacement service value under the two pay strategies with pay-for-

performance links.  The total service value of replacement employees for each pay strategy and 

SDy combination is equal to the pay strategy-specific number of replacements times the SDy-

specific average service value.  These totals are reported in the bottom three rows of data in 

Table 8.    

Table 8 
Service Value of Replacement Employees (2007) 

  Pay Strategy 1 Pay Strategy 2 Pay Strategy 3 
Average Service Value    

SDy = 30% $100,025 $100,025 $100,025 
SDy = 60% $101,594 $101,594 $101,594 
SDy = 90% $103,162 $103,162 $103,162 
Number of Separations (2004-2007) 1457 1326 1716 
Total Service Value of Replacements (2007)    
SDy = 30% $145,736,425 $132,633,150 $171,642,900 
SDy = 60% $148,022,458 $134,713,644 $174,335,304 
SDy = 90% $150,307,034 $136,792,812 $177,025,992 

 
Note:  We are using the conservative assumption that replacement employees will have the service value of employees under the 
first pay strategy.  Our approach implicitly assumes that the pay strategy has no effect on recruitment or job performance of new 
employees.  If we assumed that new employees had service values equal to the average service values of employees under the 
new pay strategies, then the total service value of replacements would be higher under pay strategies 2 and 3. 
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Finally, Table 8’s service values of the replacements and Table 7’s service values of 

retained employees were added to produce the estimated 2007 total service value for each pay 

strategy and SDy level combination, as shown in Table 9.  We used these 2007 total service 

values, as well as the 2003 total service values from Table 6, to compute total service value 

across all years in Table 10.  As we had done with total service costs computations, we 

calculated the four-year stream of service value levels by assuming that service value rose 

linearly in each performance category between 2003 and 2007.  Thus, for each pay strategy 

and SDy combination, we computed (a) the average service value increase (2007 service value 

minus 2003 service value, divided by four); (b) 2004 service value (2003 service value plus the 

average service value increase); (c) the average 2004-2007 service value (2004 service value 

plus 2007 service value, divided by 2); and (d), the total 2003-2007 service value (average 

2003-2007 service value, times four, the number of years in our simulation).   

Table 9 
Total Service Value of the 2007 Workforce 

 

  

Value of Retained 
Employees + 

Value of 
Replaced 

Employees 
= Total Value (2007) 

SDy = 30%      

Pay Strategy 1 $368,792,838 + $145,736,425 = $514,529,263 

Pay Strategy 2 $385,570,785 + $132,633,150 = $518,203,935 

Pay Strategy 3 $353,613,409 + $171,642,900 = $525,256,309 

SDy = 60%      

Pay Strategy 1 $374,575,510 + $148,022,458 = $522,597,968 

Pay Strategy 2 $395,233,483 + $134,713,644 = $529,947,127 

Pay Strategy 3 $369,716,961 + $174,335,304 = $544,052,265 

SDy = 90%      

Pay Strategy 1 $380,357,974 + $150,307,034 = $530,665,008 

Pay Strategy 2 $404,895,976 + $136,792,812 = $541,688,788 

Pay Strategy 3 $385,820,200 + $177,025,992 = $562,846,192 
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Table 10 
Computing Four Year Total Service Value 

 
  Pay Strategy 1 Pay Strategy 2 Pay Strategy 3 

SDy = 30%    

2003 Service Value $430,072,965 $430,072,965 $430,072,965 

2007 Service Value $514,529,263 $518,203,935 $525,256,309 

Average Service Value Increase $21,114,075 $22,032,743 $23,795,836 

2004 Service Value $451,187,040 $452,105,708 $453,868,801 

Avg. (2004 - 2007 Service Value) $482,858,152 $485,154,822 $489,562,555 

Total Service Value (2004-2007) $1,931,432,608 $1,940,619,288 $1,958,250,220 

SDy = 60%    

2003 Service Value $432,351,857 $432,351,857 $432,351,857 

2007 Service Value $522,597,968 $529,947,127 $544,052,265 

Average Service Value Increase $22,561,528 $24,398,818 $27,925,102 

2004 Service Value $454,913,385 $456,750,675 $460,276,959 

Avg. (2004 - 2007 Service Value) $488,755,677 $493,348,901 $502,164,612 

Total Service Value (2004-2007) $1,955,022,708 $1,973,395,604 $2,008,658,448 

SDy = 90%    

2003 Service Value $434,631,219 $434,631,219 $434,631,219 

2007 Service Value $530,665,008 $541,688,788 $562,846,192 

Average Service Value Increase $24,008,447 $26,764,392 $32,053,743 

2004 Service Value $458,639,666 $461,395,611 $466,684,962 

Avg. (2004 - 2007 Service Value) $494,652,337 $501,542,200 $514,765,577 

Total Service Value (2004-2007) $1,978,609,348 $2,006,168,800 $2,059,062,308 

 

 

Under all assumptions about SDy, the 2007 and total service values are lowest when 

giving all employees average pay increases (pay strategy 1), are higher when giving high 

performers high pay increases and all others average increases (pay strategy 2), and are 

highest when the pay-for-performance link was strongest (pay strategy 3).  Compared to pay 

strategy 1, which gives all employees average pay increases, pay strategy 2 prompts more 

high-performing and highly-paid employees to stay, and their value enhances the work force.  

Pay strategy 3 augments this effect by encouraging the turnover of low performers, who 

subsequently are replaced with workers whose expected value is that of average workers under 

pay strategy 1. 
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Hence, whereas our cost analysis suggested that pay strategy 3 was the least effective 

and pay strategy 1 was the most effective, our analysis of workforce value indicates the exact 

opposite.  Obviously, relying only on either cost or value estimates would be shortsighted.  The 

critical question is whether the service value benefits of a strong pay-for-performance link 

outweigh the costs (Boudreau, 1991; Boudreau & Ramstad, 2003a; 2003b). 

Step 7:  Determining the Final Utility—Is Pay-for-Performance Worth it? 

At this point, we return to the flow chart in Figure 1 and the question that motivated this 

research effort:  Is it worth it to use pay-for-performance in an attempt to win the war for talent?  

To speak to this, we began by specifying three pay plan strategies and estimating the 

subsequent turnover probabilities and performance distributions we would expect under each.  

Using this turnover and performance information, we then addressed costs for each pay plan 

through the estimation of expenses associated with employee movement out of and into the 

workforce and with the pay and benefits for the workforce.  Having estimated costs, we turned 

to the benefits dimension of the cost-benefit analysis and estimated the value of the retained 

workforce and of the replacement employees.  Thus, we have estimated the three components 

for the decision of whether pay-for-performance makes sense in our example:  (a) the four-year 

stream of movement costs; (b) the four-year stream of service costs; and (c), the four-year 

stream of service value.  Now, we combine these components to estimate the relative value of 

the three pay strategies by taking the stream of service value and subtracting the stream of 

service costs and movement costs (Boudreau & Berger, 1985).  The relevant amounts are 

summarized in Table 11 for each pay strategy and SDy assumption combination. 
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Table 11 
Computation of Four Year Investment Value of Different Pay Strategies (in $millions) 

 

 

Service 
Value      

(in 
$millions) - 

Service 
Costs      

(in 
$millions) - 

Movement 
Costs        

(in $millions) = 

Four Year 
Value        

(in 
$millions) 

Difference 
from Pay 
Strategy 1 

% Change 
from Pay 

Strategy 1 
SDy = 30%          

Pay Strategy 1 $1,931.43  $1,495.89  $154.67  $280.87 -- -- 
Pay Strategy 2 $1,940.62  $1,509.66  $142.05  $288.91 $8.04 2.86% 
Pay Strategy 3 $1,958.25  $1,492.95  $181.80  $283.50 $2.62 0.91% 

SDy = 60%          
Pay Strategy 1 $1,955.02  $1,495.89  $154.67  $304.46 -- -- 
Pay Strategy 2 $1,973.40  $1,509.66  $142.05  $321.69 $17.22 5.66% 
Pay Strategy 3 $2,008.66  $1,492.95  $181.80  $333.91 $29.44 9.15% 

SDy = 90%          
Pay Strategy 1 $1,978.61  $1,495.89  $154.67  $328.05 -- -- 
Pay Strategy 2 $2,006.17  $1,509.66  $142.05  $354.46 $26.41 8.05% 
Pay Strategy 3 $2,059.06   $1,492.95   $181.80   $384.31 $56.26 15.87% 

 

These results suggest a different conclusion from the cost analysis presented earlier.  

Recall that traditional compensation-cost analyses may have led decision makers to the 

conclusion that a strong link between pay and performance would be unwise given its extreme 

cost, and that although a moderate pay-for-performance link was not much more expensive 

than having no link, there were no cost-based data to strongly suggest it as a compelling 

alternative.  When the potential benefits of workforce value are accounted for, however, it 

becomes clear that investments in performance-based pay may hold the potential for significant 

organizational improvement.  Table 11 indicates that even under our most conservative SDy 

assumption, pay-for-performance plans yielded greater net values than did the non-contingent 

pay strategy.  That is, by fully incorporating both costs and benefits into our assessment, we 

find that, under all of our conditions, pay-for-performance is indeed a valuable investment.  

Moreover, as SDy (i.e., the value associated with performance differences) became larger, the 

payoff to pay-for-performance increased dramatically, ultimately (i.e., at SDy = 90%) resulting in 

advantages, relative to the non-contingent pay from pay strategy 1, of over $26 and $56 million 

dollars for the partially contingent and highly contingent pay strategies, respectively. 
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Discussion 

This analysis suggests that even under conservative assumptions about the value of 

performance variability among employees, the four-year financial benefit of linking pay to 

performance in this company would be substantial.  When these SDy assumptions are closer to 

what we believe to be more realistic (i.e., if job performance differences have greater value to 

an organization), the present model reveals the potentially high payoff from investments in 

performance-based pay.  Moreover, our analysis vividly illustrates the limitations of standard 

accounting and behavioral cost-based approaches for identifying the critical variables and, thus, 

the appropriate pay strategy.  

Simplifying decisions 

 Because utility analysis can be rather complex, we used a number of simplifying 

decisions here.  First, we assumed that replacement employees would be of average 

performance level (and, thus, average service value).  This implicitly assumes that pay-for-

performance would not influence applicant attraction, even though research suggests that the 

degree to which pay and performance are linked does in fact matter to applicants (Cable & 

Judge, 1994).  Second, in focusing on the relationship between pay-for-performance and 

turnover, we made no provisions for whether the performance-based pay would actually 

improve workforce performance (net of retention effects).  This implicit modeling of no effect of 

performance-based pay on performance is particularly noteworthy given that the contingent pay 

plan in the Trevor et al. (1997) study was sufficiently well designed to elicit a performance-

specific retention pattern. Third, we were working with the relatively normally distributed 

performance distribution from the Trevor et al. sample.  While using this distribution simplified 

matters by allowing us to make use of other aspects of the Trevor et al. study, we recognize that 

many performance distributions may be characterized by a greater proportion of employees 

being rated in the top two or three performance categories and by the subsequent negative 

skew.  The Trevor et al. distribution arose because the organization, consistent with its 

individualistic and hierarchical culture, encouraged differentiation among employees during 
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performance appraisal.  Additionally, because Trevor et al. used averaged performance levels 

(with a mean of 3.05 performance ratings per employee), such factors as change in 

performance over time and random error in ratings combined to reduce the likelihood of having 

an average rating in the very top or bottom performance levels. To the extent that an 

organization with an aggressive pay-for-performance plan does encourage or mandate a normal 

performance distribution, however, the implications are noteworthy.  For example, the system 

allocates large raises to the relatively few high performers, who should then be satisfied, 

motivated, and likely to remain; in contrast, the system also may frustrate, de-motivate, and 

ultimately result in increased turnover among employees that might be reasonably high 

performers but were not rated as such as a result of the forced distribution. 

We emphasize that each of the three simplifying decisions was made to facilitate our 

presentation rather than strengthen our results.  Indeed, each decision actually weakens the 

results’ apparent support for performance-based pay.  In unreported analyses, we incorporated 

into the utility analysis improved applicant quality under pay strategies 2 and 3, improved 

performance (net of retention effects) under pay strategies 2 and 3, and a more negative skew 

in the performance distribution.  In each case, these alternative approaches to the decision in 

question resulted in a larger net advantage for pay strategy 2 and, to an even greater extent, for 

pay strategy 3.  Thus, the analyses we presented here are a simplified and conservative 

approach.  The spreadsheets available from the first author can be adapted to test such 

alternative assumptions.     

On Overcoming the “Futility of Utility” 

Our simplifying decisions notwithstanding, the analyses presented here entail much 

detail and speculation that, according to utility analysis criticism, might hinder their acceptance 

in managerial ranks.  Indeed, we are quite aware of the “futility of utility” (Latham & Whyte, 

1997; Whyte & Latham, 1994) findings in which utility analysis appeared to reduce managerial 

support for an HR intervention.  To a large extent, the futility of utility problem likely resides 

within the presenter and recipients of utility analysis data, rather than with utility analysis itself.  
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In defense of utility analysis, Sturman (2000) concludes that managers need to understand 

utility analysis and be trained in the use of the technology.   Citing the necessity of managers 

making decisions based on the Merton and Scholes options pricing formula to have experience 

in finance and economics, Sturman (2000) argued that “For a complex decision making tool to 

be useful, the users of the decision aid must desire the information it provides and be trained in 

its use” (p. 297).  Hence, rather than being apologists for the complexity of utility analysis, we 

believe that in-house I/O psychologists should attempt to convey that it is important for key 

stakeholders to have some basic grounding in sophisticated human resource decision-making.  

Given that labor costs often comprise over half of all operating costs (Milkovich & Newman, 

2002), training decision makers in a decision tool designed to inform as to the optimal way to 

allocate these costs would appear to be a valid undertaking. On the presenter side, Cronshaw 

(1997), after participating as the expert utility presenter in the Whyte and Latham (1997) “futility” 

study, contended that “it is not utility analysis per se that imperils I/O psychologists, but the 

intemperate way it is often used.  In effect, the messenger kills the message” (p. 614). 

Cronshaw advocated that utility analysis should be presented as an informational tool rather 

than as a “persuasive tool in a one-sided (and often self-serving) attempt to ‘sell’ innovations to 

managers” (p. 614).     

Boudreau and Ramstad (1999; 2002) noted that the powerful influence of disciplines 

such as Finance and Marketing evolved from their focus on enhancing decisions about the key 

resource (money or customers), rather than on selling accounting or sales programs, and 

suggested that the influence of HR and I/O professionals will increase with a similar focus on 

talent decisions.  They suggested (Boudreau & Ramstad, 2002, 2003a; 2003b) the HC BRidge® 

decision model for “talent” resources that draws upon well-developed decision models to 

delineate three fundamental elements: efficiency, effectiveness and impact.  The present 

analysis vividly shows the value of integrating “efficiency” (payroll and movement costs); 

“effectiveness” (changes in movement patterns); and “impact” (value of improvements in 
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performance) into a decision support model, and the dangers of decision frameworks based 

solely on efficiency or effectiveness alone. 

In addition to these emphases on decision maker training and on presenting utility 

analysis as an informative tool rather than marketing it as a panacea, we also offer a few 

additional suggestions that might assist the I-O psychologist in communicating utility analyses.  

First, expectations should be set at the outset by affirming that the evaluation will be somewhat 

complex, just as would be expected from manufacturing, finance, or accounting.  Any simplistic 

attempt to estimate performance-based pay’s effects on the bottom line would be superficial and 

incomplete.  Second, communicating the utility analysis would probably benefit from an initially 

broad explanation.  Perhaps using something similar to our Figure 1 as a guide, the practitioner 

should emphasize the simple cost-benefit concepts of movement costs, service costs, 

performance-specific retention, and the critical, but often overlooked, workforce value. We 

believe that it would be wise to continually hearken back to these big picture concepts, with 

emphasis on effects rather than on measures (Cascio, 2000) and technical details (Hoffman, 

1996).  Third, acceptance may be facilitated via emphasis on the conservative nature of the 

assumptions, decisions, and subsequent estimates (Hoffman, 1996).  Finally, highlighting the 

rationale for these assumptions and decisions should demystify them, and using the 

spreadsheets to instantaneously show the effects of changing them may provide valuable “best 

case” and “worse case” scenarios.  Together, these recommendations should assist in 

indicating that well-designed performance-based pay is worth considering, and that HR is able 

to quantitatively evaluate the relevant alternatives.   

Limitations and Conclusions 

Several limitations are noteworthy.  Our results reflect one organization’s characteristics, 

such as plan specifics, the individual job performance distribution, and the relationship between 

pay-for-performance and turnover.  The extent to which this organization, its employees, and 

our conclusions are representative of other firms and employees with regard to these factors is 

unknown. What is critical, however, is that the approach we took to finding these results can be 
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applied in a wide variety of situations, thus enabling the examination of external validity.  A 

second limiting factor in our study is that there may be additional pay strategy-specific training 

costs or administrative costs that we did not include.  We believe, however, that such costs 

could easily be incorporated into this framework.  Third, as discussed throughout this study, we 

made a number of assumptions and decisions in order to conduct the analyses.  Although we 

believe that we took the most logical and conservative approaches at these junctures, viable 

arguments could be made for approaches different from our own.  Fourth, although we modeled 

employees’ performance levels as stable over time, research has shown that employee 

performance levels change over time (e.g., Deadrick, Bennett, & Russell, 1997; Ployhart & 

Hakel, 1998; Sturman & Trevor, 2001).  Furthermore, changes in performance levels are related 

to the likelihood of turnover, even after controlling for the effects of current performance levels 

(Harrison et al., 1996; Sturman & Trevor, 2001).  Considering the movement of employees 

between different performance categories across years, and the implications of these 

movements for forecasting turnover, would certainly add complexity to the model we presented.  

It may be valuable for future research to explore the implications of these model refinements. 

The method we describe involves a significant amount of calculation, but is relatively 

simple to replicate on a spreadsheet.  Actual replication may require some customization to fit a 

specific company’s profile, but the basic premise of the methods should be the same.  We hope 

that this demonstration will inspire organizations to more fully tap available research findings to 

help them enhance their HR policy decision-making. We also hope that this paper helps 

demonstrate the value of research findings like those reported in Trevor et al. (1997) and will be 

complemented by future research on additional factors that may influence the pay-for-

performance link with turnover.  For example, satisfaction with different types of pay-for-

performance plans (e.g., raises versus bonuses) can have different effects on outcomes of 

organizational interest, such as job satisfaction and organizational commitment (Sturman & 

Short, 2000).  Ideally, the research presented here will encourage extensions of this work that 
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can prove valuable for both understanding HR practices in general and for evaluating specific 

HR policies. 

Organizations of all types will likely respond to increasing pressures to “win the talent 

war” by employing all available tools to enhance attraction, selection, and retention processes.  

A formidable tool in this endeavor is the accumulated knowledge available from 

industrial/organizational psychology and human resources research.  The method described 

here illustrates how utility analysis can be used to demystify and integrate this research, making 

it a more practical decision-making tool, and thus a more potent influence on significant 

strategic organizational goals (Boudreau, 1991; Boudreau & Ramstad, 1997; 1999; 2002; 

2003a; 2003b).  
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Footnotes 

1. The Boudreau and Berger (1985) model in its purest form would calculate the work force 
value in each intervening year and apply a discount factor to equalize the time value of the 
dollar amounts.  While these economic corrections can yield substantial changes to the 
estimated value (Sturman, 2000), such embellishments do not have a significant effect in 
this case because the changes in dollar amounts are assumed to be linear, the time frame is 
relatively short, and our focus is on the relative (versus absolute) value of the different 
strategies. We also did not have information about the organizational tax rate, so we report 
our results in pre-tax dollars. After-tax effects could be easily calculated by multiplying the 
final results by an appropriate after-tax proportion, but the relative effects of the options 
would not be altered. 

 
2. The Bureau of Labor Statistics provides a wealth of information on hourly earnings for 

diverse groups and occupations (see BLS, 2002).  We used the average hourly earnings 
and weekly hours of all white collar occupations, excluding sales jobs.  The most recent 
information shows that white collar, full-time employees (excluding sales) earned an 
average hourly wage of $21.65 and worked an average of 39.4 hours per week in 2001.  
Based on the 29th Annual Report on the 2002-2003 Total Salary Increase Budget Survey 
(WorldatWork, 2002), salary increases averaged 3.9% for exempt salaried employees in 
2002, and is projected to increase 4.1% for 2003.  This led us to use an estimated hourly 
wage of $23.42, for a total salary for 2003 of $47,983.  Note again that anyone employing 
the methods described in this paper can simply enter the data from other sources, such as 
their own company’s data.  The value we chose was intended to capture a broad, 
generalizable sample.  More importantly, it is intended to be a reasonable estimate to help 
illustrate our technique.   

 
3.  There is no single accepted method of estimating the dollar value of average performance 

among workers or applicants.  Some research has suggested that average performance 
value can be estimated equal to the average compensation of the work group (Boudreau, 
1991, p. 654; Raju, Burke & Normand, 1990, p. 9).  However, it seems unlikely that average-
performing employees produce only enough value to offset their direct wage costs.  
Considering the other service costs that are incurred, and the need for organizations to 
obtain a positive return on costs, a higher level of average service value seems likely.  
Based on an analysis of wage and productivity estimates in the national income accounts of 
the United States, Schmidt and Hunter (1983) proposed assuming that the ratio of average 
dollar value to average wage is approximately 1.754. 

 
4.  Support of the 90% approach is provided by Becker and Huselid (1992), who found direct 

observations of SDy fell in the 74% to 100% of mean salary range.  Moreover, because 
researchers generally contend that SDy increases as job complexity increases (e.g., 
Judiesch et al., 1992), our 30% and 60% SDy values would appear to have additional 
support as conservative estimates, given our sample of all exempt hires in a large company.
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Appendix 

Computing Separation Probabilities Using Survival Analysis Results 

Our estimation uses the survival analysis from Trevor et al.’s (1997) Table 4 (model 1). 
 

Probability of survival = S(0)e(ßX) , 
 where S(0) = baseline probability of survival, which was 0.77, 
  ß = a vector of survival analysis regression coefficients, 
  X = a vector of independent variables, 
  (ßX) = 4.941 + 0.314 * Salary Growth - 2.541 * Performance +  
             0.553 * Performance2 - 0.020 * Performance3 + 0.007 * Salary Growth3 - 0.663 

* Salary Growth * Performance + 0.071 * Salary Growth * Performance2 
 
The salary growth data used to estimate the equation above was measured in thousands of 
dollars.  Thus, to use the equation, our example’s percentage increases had to be converted to 
a parallel salary growth measure for each pay strategy and performance level combination.  To 
do so, we determined the average pay growth under each strategy by subtracting 2003 pay 
from 2007 pay, dividing by 4, and then dividing this amount by 1000. 
 
For example, under strategy 3 and performance level 2.5, the average pay increase was 
[($54,005 - $47,983) / 4]/1000 = 1.5055.  The table below lists the salary growth for each pay 
strategy and performance level. 
 
Performance 
Category 1.0 1.5 2.0 2.5 3.0 3.5 4.0 4.5 5.0 
Strategy 1 2.0375 2.0375 2.0375 2.0375 2.0375 2.0375 2.0375 2.0375 2.0375 
Strategy 2 2.0375 2.0375 2.0375 2.0375 2.0375 2.5853 3.1485 3.7283 4.3243 
Strategy 3 0.000 0.4870 0.9888 1.5055 2.0375 2.5853 3.1485 3.7283 4.3243 
 

Next, we need to estimate separation probability (i.e., 1 - probability of survival): 1 - S(0)e(ßX). 
For example, for performers rated at 5.0 under Pay Strategy 2, the pay increase of 8% 
translates to an average dollar increase (in thousands) of 4.3243, which yields a separation 

probability = 1 - .77e(ßX) = 1 - .77e(4.941 –5.467) = 1 - .77e(-0.526) = 1 - .77(0.5910) = 1 - 0.86 
= 0.14. See Table 2 for separation probabilities at each performance level/pay strategy 
combination. 
 
The 4.941 constant in the (ßX) calculation resulted from adding the estimated model constant 
(6.810) from Trevor et al.’s equation to the sum of the model terms that included neither 
performance nor salary growth (e.g. age, promotions).  These terms were evaluated at the 
means of the respective X variables.  As an aside, we advocate centering variables prior to 
conducting hazard analyses, which causes the model constant and variables set at their means 
to drop out, thus simplifying the calculation of survival probabilities (Retherford & Choe, 1993; 
Trevor, 2001).  See Trevor (2001) and Morita et al. (1993) for more on computing survival 
probabilities.      
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DIRECT TESTIMONY OF  
DAVID A. DAVIS ON BEHALF OF 
KENTUCKY POWER COMPANY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
 

I. INTRODUCTION 
 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. My name is David A. Davis.  My business address is 1 Riverside Plaza, Columbus, 2 

Ohio 43215.   3 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 4 

A. I am an employee of American Electric Power Service Corporation (“AEPSC”) a 5 

wholly owned subsidiary of American Electric Power Company, Inc. (“AEP”).  My 6 

position is Manager – Property Accounting Policy and Research.  7 

  My responsibilities include providing the AEP electric operating subsidiaries 8 

with accounting support for regulatory filings, including the preparation of depreciation 9 

studies and testimony.  I also monitor regulatory proceedings and legislation for 10 

accounting implications and assist in determining the appropriate regulatory accounting 11 

treatment.      12 

Q. PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 13 

BUSINESS EXPERIENCE. 14 

A. I received a Masters Degree in Business Administration from the University of Dayton 15 

in 1988.  I also have a Bachelors degree in Business Administration with a major in 16 

accounting from Ohio University that I received in 1976.  I am a Certified Public 17 

Accountant (Inactive) in the state of Ohio.  In 1980, I was employed by Columbus 18 



DAVIS-2 

Southern Power Company (“CSP”), one of the AEP operating companies, as an 1 

accountant.  I have held various positions in the Accounting Department including 2 

Special Studies, Reports and Lease Accounting.  From 1984 to 1985, I was employed by 3 

Columbia Gas System Service Corporation as a staff auditor, where my responsibilities 4 

included financial and procedural audits of the Columbia Gas Distribution Companies 5 

and other subsidiary companies.  From 1986 to present, I have been employed by AEP 6 

at the Service Corporation, CSP or Ohio Power.  At AEP, I have held several positions 7 

including Supervisor of Consolidation Accounting, Manager/Supervisor of Property 8 

Accounting (for 16 years) and my current position of Property Accounting Policy and 9 

Research Manager.  10 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE ANY REGULATORY 11 

COMMISSIONS? 12 

A. Yes.  See Exhibit DAD-1 which details my rate case experience. 13 

Q. HAVE YOU HAD ANY FORMAL TRAINING RELATING TO 14 

DEPRECIATION AND UTILITY ACCOUNTING? 15 

A. Yes.  I am a former President of the Society of Depreciation Professionals (SDP) and 16 

have completed training offered by the SDP that included Depreciation Basics, Life 17 

Analysis for Valuations, Life and Net Salvage Analysis, and Preparing and Defending a 18 

Depreciation Study.  These training classes included an introduction to Plant and 19 

Depreciation Accounting, Data Requirements and Collection, Depreciation Models, 20 

Life Cycle Analysis, Current Regulatory Issues, Actuarial Life Analysis, Net Salvage 21 

Analysis and Simulation Life Analysis.  I am a member of the American Institute of 22 
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Certified Public Accountants and have attended and participated in numerous Edison 1 

Electric Institute Property Accounting and Valuation meetings. 2 

  In addition, I traveled to Tirana, Albania in 2010 with the USAID program to 3 

provide a presentation to Albanian utility personnel regarding “Depreciation for a 4 

Regulated Utility”. 5 

II.  PURPOSE OF TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING? 6 

A. My testimony recommends revised depreciation accrual rates for Kentucky Power 7 

Company’s (“Kentucky Power” or “Company”) electric plant in service based on a 8 

depreciation study for electric utility plant in service at December 31, 2013.  Schedules I 9 

and II in the Depreciation Study Report detail the results of the study.  The depreciation 10 

rates determined by the study are intended to provide recovery of invested capital, cost 11 

of removal, and credit for salvage over the expected life of the property.   12 

  The revised depreciation rates are primarily required due to changes in 13 

investment and changes in the expected life and net salvage of Kentucky Power’s 14 

property that takes into account the December 2013 transfer of a 50% undivided interest 15 

in the Mitchell generating station from AEP affiliate Ohio Power Company to Kentucky 16 

Power as approved by the Kentucky Public Service Commission (“Commission”) in 17 

Case No. 2012-00578.  In the Stipulation and Settlement Agreement attached to that 18 

case, the Commission ordered that Kentucky Power would use current Ohio Power 19 

Company depreciation rates for Mitchell Units 1 and 2 until such rates are changed in 20 

the Base Rate Case.  Consistent with the Stipulation and Settlement Agreement, the 21 
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Company is proposing a change in the Mitchell Plant’s depreciation rates.  The 1 

depreciation rate changes are based on my depreciation study which uses 2040 as the 2 

plant’s estimated retirement year. 3 

  The Company is not recommending any revision to Big Sandy Plant’s 4 

depreciation rates in this filing since Unit 2 is planned for retirement at the end of May 5 

2015 and the coal related portions of Unit 1 are planned for retirement in April 2016.   6 

  The order from the Mitchell transfer Case No. 2012-00578 allows Kentucky 7 

Power to recover the coal-related retirement costs of Big Sandy Unit 1, the retirement 8 

costs of Big Sandy Unit 2 and other site related retirement costs that will no longer be 9 

used.  The costs are further detailed in the testimony of Company Witness Yoder.  New 10 

depreciation rates will be required for Big Sandy Unit 1 after it is repowered to use 11 

natural gas in 2016. 12 

Q. ARE YOU SPONSORING ANY EXHIBITS IN THIS PROCEEDING? 13 

A. Yes.  I am sponsoring EXHIBIT DAD-1 which details my rate case experience, 14 

EXHIBIT DAD-2 which includes my depreciation study report and EXHIBIT DAD-3 15 

which is a copy of the Sargent & Lundy dismantling study performed for Mitchell Plant 16 

to provide terminal removal costs for the Mitchell units. 17 

Q. WERE THESE EXHIBITS PREPARED OR ASSEMBLED BY YOU OR 18 

UNDER YOUR DIRECT SUPERVISION? 19 

A. Yes. 20 
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III.  DEFINITION OF DEPRECIATION 

Q. PLEASE EXPLAIN THE DEFINITION OF DEPRECIATION AS USED IN 1 

PREPARING YOUR DEPRECIATION STUDY. 2 

A. The definition of depreciation that I used in preparing the study is the same that is used 3 

by the FERC and the National Association of Regulatory Utility Commissioners.  That 4 

definition is: 5 

 Depreciation, as applied to depreciable electric plant, means the loss in 6 
service value not restored by current maintenance, incurred in connection 7 
with the consumption or prospective retirement of electric plant in the course 8 
of service from causes which are known to be in current operation and 9 
against which the utility is not protected by insurance.  Among the causes to 10 
be given consideration are wear and tear, decay, action of the elements, 11 
inadequacy, obsolescence, changes in the art, changes in demand and 12 
requirements of public authorities. 13 

 
Service value means the difference between original cost and the net salvage 14 
value (net salvage value means the salvage value of the property retired less 15 
the cost of removal) of the electric plant.   16 
 

IV.  DEPRECIATION STUDY OVERVIEW 

 Q. HOW DO THE DEPRECIATION RATES AND ANNUAL ACCRUALS 17 

CALCULATED IN YOUR 2013 DEPRECIATION STUDY COMPARE WITH 18 

KENTUCKY POWER’S CURRENT RATES AND ACCRUALS? 19 

A. A comparison of Kentucky Power’s current rates and accruals and the study rates and 20 

accruals is shown below based on total Company depreciable plant balances at 21 

December 31, 2013: 22 
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Table 1 - Depreciation Rates and Accruals 
Based on Depreciable Plant In Service at December 31, 2013 

       
 

Existing 
 

Study 
 Functional Plant Group Rates Accruals 

 
Rates Accruals Difference 

       Steam Production (1) 3.80% 54,851,796 
 

3.36% 48,418,617 (6,433,179) 

       Transmission 1.71% 8,478,288 
 

2.66% 13,169,805 4,691,517  

       Distribution 3.52% 24,312,736 
 

4.48% 30,971,933 6,659,197  

       General 2.54% 858,462 
 

4.42% 1,492,241 633,779  

       Total Depreciable Plant 3.32% 88,501,282 
 

3.50% 94,052,596 5,551,314  

       Note: (1) Includes Big Sandy and Mitchell plants.  The Company is not recommending a change in 
depreciation rates for Big Sandy Plant due to the planned retirement of Unit 2 in 2015 and the coal related 
portions of Unit 1 in 2016. 

         Based on results of the depreciation study which includes a 50% share of the 1 

Mitchell Generating Station I recommend an increase in annual depreciation expense 2 

due to a change in depreciation rates of $5,551,314 using depreciable plant balances at 3 

December 31, 2013.  The changes in depreciation rates are necessary because of 4 

changes in average service lives and the net salvage estimates used to calculate the 5 

Company’s depreciation rates.   6 

  Kentucky Power’s current depreciation rates (excluding Mitchell Plant) are 7 

based on a 1991 settlement agreement in Case No. 91-066 which were made effective 8 

on April 1, 1991.  The Mitchell Plant’s depreciation rates were set in Case No. 2012-9 

00578 where the Commission ordered Kentucky Power to use Ohio Power Company 10 

depreciation rates for Mitchell Units 1 and 2 until such rates changed in a future Base 11 

Rate Case. 12 
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V.  STUDY METHODS AND PROCEDURES 

Q. PLEASE BRIEFLY DESCRIBE THE METHODS AND PROCEDURES USED 1 

IN THE STUDY. 2 

A. The methods and procedures are fully described in my depreciation study report labeled 3 

Exhibit DAD-2.  In summary, all of the property included in the depreciation report was 4 

considered on a group plan.  Under the group plan, depreciation is accrued upon the 5 

basis of the original cost of all property included in each depreciable plant group instead 6 

of individual items of property.  Upon retirement of any depreciable property, its full 7 

cost, less any net salvage realized, is charged to the accumulated provision for 8 

depreciation regardless of the age of the particular item retired.  Also under this plan, the 9 

dollars in each primary plant account are considered as a separate group for depreciation 10 

accounting purposes and an annual depreciation rate for each account is determined.    11 

In this study, the plant groups consisted of the individual primary plant accounts for 12 

Production, Transmission, Distribution and General Plant property.  The depreciation 13 

rates were calculated by using the Average Remaining Life Method, which is the same 14 

method that was used to calculate Kentucky Power’s current depreciation rates.  The 15 

Average Remaining Life Method recovers the original cost of the plant, adjusted for net 16 

salvage, less accumulated depreciation over the average remaining life of the plant. 17 

  Mitchell Plant original cost, accumulated depreciation and terminal net salvage 18 

was included at Kentucky’s 50% share at December 31, 2013. The Big Sandy amounts 19 

listed on Schedules I and II in the Depreciation Study Report are also at December 31, 20 

2013 but due to the planned retirement of Big Sandy Unit 2 in 2015 and the coal related 21 
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portions of Big Sandy Unit 1 in 2016, new depreciation rates are not recommended for 1 

Big Sandy Plant in this depreciation study.     2 

A separate depreciation rate was calculated for Mitchell Plant’s SCR catalyst 3 

since AEP Generation determined that the catalyst has a shorter life than other plant 4 

assets (8 years). 5 

The average service lives for the Company’s Transmission, Distribution and 6 

General Plant were determined using statistical procedures similar to those used in the 7 

insurance industry in studies of human mortality.  The historical retirement experience 8 

of property groups was studied and retirement characteristics of the property were 9 

described using the Iowa-type retirement dispersion curves. 10 

  Net salvage for each property group was determined based on actual historical 11 

experience for Production, Transmission, Distribution and General Plant accounts.  In 12 

addition the depreciation rate calculation for Mitchell Plant includes a terminal net 13 

salvage amount. To determine this amount, Kentucky Power commissioned the 14 

independent engineering firm, Sargent & Lundy (“S&L”), to prepare a conceptual 15 

dismantling cost estimate to be included in Kentucky Power’s depreciation rates for 16 

Mitchell Plant.  17 

Q. WHY DID KENTUCKY POWER RETAIN S&L TO PERFORM A 18 

DISMANTLING STUDY OF THE MITCHELL PLANT’S GENERATING 19 

UNITS? 20 

A. The S&L dismantling study provides estimated removal cost and salvage amounts 21 

specific to Mitchell Plant and is therefore a reasonable method to arrive at future 22 
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expected terminal net salvage amounts.  A copy of the S&L dismantling study is 1 

included with my testimony as EXHIBIT DAD-3. 2 

Q. WERE THERE ANY ADJUSTMENTS MADE TO THE RESULTS OF THE 3 

MITCHELL PLANT’S DISMANTLING STUDY WHEN ADDING THE S&L 4 

NET SALVAGE AMOUNTS TO THE DEPRECIATION STUDY? 5 

A. Yes.  S&L provided terminal net salvage amounts, excluding any asbestos, ash pond or 6 

landfill type removal costs, in 2012 dollars.  I applied a 2.35% escalation rate factor to 7 

the net salvage amounts provided by the S&L study to determine the terminal net 8 

salvage amount at 2040 the estimated retirement date for the Mitchell Plant.  The 9 

terminal net salvage amount after escalation was used in the calculation of net salvage 10 

percentages in the depreciation study. 11 

Q. WHAT IS THE SOURCE OF THE 2.35% ESCALATION RATE USED FOR 12 

THIS PURPOSE?  13 

A. The 2.35% escalation rate was taken from a publication titled “The Livingston Survey” 14 

dated December 12, 2013.  The Livingston Survey is published by the research 15 

department of the Federal Reserve Bank of Philadelphia and provides a long term 16 

outlook projecting an escalation rate for a 10 year period. 17 

Q. WHY DID S&L’S MITCHELL PLANT DISMANTLING STUDY ESTIMATE 18 

EXCLUDE THE COST TO REMOVE ASBESTOS AND TO COVER ASH 19 

PONDS AND LANDFILLS? 20 

A. The cost to remove asbestos and to cover ash ponds and landfills are included in the 21 

Company’s accounting for asset retirement obligations (ARO) and the depreciation and 22 
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accretion on these ARO’s are incorporated in the cost of service outside of the 1 

depreciation study.  2 

Q. WOULD YOU PLEASE EXPLAIN WHY YOU CALCULATED A SEPARATE 3 

DEPRECIATION RATE FOR MITCHELL PLANT’S SELECTIVE 4 

CATALYTIC REDUCTION (SCR) CATALYST?  5 

A. Yes.  AEP Engineering determined that the depreciable life of the Mitchell Plant SCR 6 

catalyst was approximately 8 years.  Since the life of the catalyst is much shorter than 7 

the remaining life of the plant, it is more appropriate to depreciate it over a shorter life 8 

than the remaining life of the plant. 9 

Q. DO YOU HAVE ANY RECOMMENDATIONS REGARDING THE 10 

DEPRECIATION RATES CALCULATED BY THE DEPRECIATION STUDY? 11 

A. Yes.  Kentucky Power currently applies depreciation rates and maintains accumulated 12 

depreciation by functional plant classification (Production, Transmission, Distribution 13 

and General).  I recommend that the Commission authorize Kentucky Power to adopt 14 

and apply the proposed depreciation accrual rates at the primary plant account level, and 15 

that the accumulated depreciation by primary plant account be established as of the date 16 

the revised depreciation rates become effective.  Maintaining accumulated depreciation 17 

at the primary account level will facilitate monitoring depreciation accruals and actual 18 

salvage and removal activity for future depreciation study purposes.   19 

VI.  STUDY RESULTS 

Q. WOULD YOU PLEASE EXPLAIN THE RESULTS OF YOUR STUDY FOR 20 

STEAM PRODUCTION PLANT? 21 
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A. Yes.  The composite depreciation rate for Steam Production Plant decreased from 1 

3.80% to 3.36% primarily due to the change in Mitchell Plant’s estimated retirement 2 

year to 2040 from 2031.  The current Mitchell Plant depreciation rates (those used by 3 

Ohio Power Company at the December 31, 2013 transfer date) are based on a 2031 4 

retirement date.   5 

Q. WOULD YOU PLEASE EXPLAIN THE RESULTS OF YOUR STUDY FOR 6 

TRANSMISSION PLANT? 7 

A. Yes.  The depreciation rate for Transmission Plant increased from 1.71% to 2.66% due 8 

to increases in the net salvage ratio for 5 accounts (accounts 352, 353, 354, 355, and 9 

356) and decreases in the average service life for two accounts (354, and 355).  These 10 

changes were partially offset by an increase in average service life for account 352.   11 

Q. WOULD YOU PLEASE EXPLAIN THE RESULTS OF YOUR STUDY FOR 12 

DISTRIBUTION PLANT?  13 

A. Yes.  The depreciation rate for Distribution Plant increased from 3.52% to 4.48% due to 14 

increases in the net salvage ratio for nine accounts (accounts 361, 362, 364, 365, 367, 15 

368, 369, 371 and 373) and a decrease in the average service life for one account 16 

(account 370).  The increase was partially offset by an increase in average service life 17 

for five accounts (accounts 361, 362, 366, 369, and 373) and a decrease in the net 18 

salvage ratio for account 370.   19 

Q. WOULD YOU PLEASE EXPLAIN THE RESULTS OF YOUR STUDY FOR 20 

GENERAL PLANT? 21 
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A. Yes.  The depreciation rate for General Plant increased from 2.54% to 4.42% due to an 1 

increase in the net salvage ratio for three accounts (391, 394 and 398) and a reduction in 2 

the average service life for account 390.  The increase was partially offset by a decrease 3 

in the net salvage ratio for account 397.   4 

Q. DO YOU SPONSOR ANY ADJUSTMENTS IN THIS CASE? 5 

A. Yes, I sponsor three adjustments in this case.  Adjustment No. 37 annualizes 6 

depreciation expense at September 30, 2014 for Transmission, Distribution and General 7 

property using the depreciation rates recommended by the depreciation study and 8 

calculates an adjustment that reflects the difference between the actual twelve month 9 

ended September 30, 2014 book depreciation and the annualized amount.  Adjustment 10 

No. 39 annualizes depreciation expense at September 30, 2014 for Mitchell Plant using 11 

depreciation rates recommended by the depreciation study and calculates an adjustment 12 

that reflects the difference between the actual twelve month ended September 30, 2014 13 

book depreciation and the annualized September amount.  Adjustment No. 40 14 

annualizes depreciation expense at September 30, 2014 for Big Sandy Plant’s remaining 15 

plant in service after the retirement of Big Sandy Unit 2 and the coal related portions of 16 

Unit 1 using current depreciation rates (which are the rates recommended by the 17 

depreciation study) and calculates an adjustment that reflects the difference between the 18 

actual twelve month ended September 30, 2014 book depreciation and the annualized 19 

amount.  The support for these adjustments is provided in Section V, Exhibit 2. 20 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 21 

A. Yes. 22 
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I.  INTRODUCTION 

 

 This report presents the results of a depreciation study of Kentucky Power 

Company’s (KPCo) depreciable electric utility plant in service at December 31, 2013.  

The study was prepared by David A. Davis, Manager – Property Accounting Policy and 

Research at American Electric Power Service Corporation (AEPSC).  The purpose of 

the depreciation study was to develop appropriate annual depreciation accrual rates for 

each of the primary plant accounts that comprise the functional groups for which KPCo 

computes its annual depreciation expense. 

 

 The recommended depreciation rates are based on the Average Remaining Life 

Method of computing depreciation.  Further explanation of this method is contained in 

Section II of this report. 

 

 The definition of depreciation used in my Study is the same as that used by the 

Federal Energy Regulatory Commission (FERC) and the National Association of 

Regulatory Utility Commissioners: 

 

 "Depreciation, as applied to depreciable electric plant, means the 

loss in service value not restored by current maintenance, incurred in 

connection with the consumption or prospective retirement of electric plant 

in the course of service from causes which are known to be in current 

operation and against which the utility is not protected by insurance.  

Among the causes to be given consideration are wear and tear, decay, 

action of the elements, inadequacy, obsolescence, changes in the art, 

changes in demand and requirements of public authorities." 

"Service value means the difference between original cost and the 
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net salvage value (net salvage value means the salvage value of the 

property retired less the cost of removal) of the electric plant."  (FERC 

Accounting and Reporting Requirements for Public Utilities and Licensees, 

¶15.001.) 

 

 Schedule I of this report shows the recommended depreciation accrual rates by 

primary plant accounts and composited to functional plant classifications.  Schedule II 

compares depreciation expense using rates approved by the Commission and rates 

recommended by the depreciation study.  Schedule III shows a comparison of the 

current mortality characteristics that were used to compute the recommended 

depreciation rates and the mortality characteristics used to determine the existing 

depreciation rates and accruals for Transmission, Distribution and General Plant 

Functions.  A comparison of KPCo’s current functional group composite depreciation 

rates and accruals to recommended functional group rates and accruals based on 

December 31, 2013 depreciable plant balances follows: 

 
Table 1 - Depreciation Rates and Accruals 

Based on Depreciable Plant In Service at December 31, 2013 

       
 

Existing 
 

Study 
 Functional Plant Group Rates Accruals 

 
Rates Accruals Difference 

       Steam Production (1) 3.80% 54,851,796 
 

3.36% 48,418,617 (6,433,179) 

       Transmission 1.71% 8,478,288 
 

2.66% 13,169,805 4,691,517  

       Distribution 3.52% 24,312,736 
 

4.48% 30,971,933 6,659,197  

       General 2.54% 858,462 
 

4.42% 1,492,241 633,779  

       Total Depreciable Plant 3.32% 88,501,282 
 

3.50% 94,052,596 5,551,314  

       Note: (1) Includes Big Sandy and Mitchell plants.  The Company is not recommending a change in 
depreciation rates for Big Sandy Plant due to the planned retirement of Unit 2 in 2015 and the coal 
related portions of Unit 1 in 2016. 
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 Based on Total Company Depreciable Plant In-Service as of December 31, 

2013, I am recommending an increase in depreciation rates that result in an increase in 

annual depreciation expense of $5,551,314.  The depreciation rate changes are 

necessary because of changes in average service lives and net salvage estimates used 

to calculate KPCo’s recommended depreciation rates that takes into account the 

December 31, 2013 transfer of a 50% undivided interest in the Mitchell generating 

station from AEP affiliate Ohio Power Company as approved by the Kentucky Public 

Service Commission (or Commission) in Case No. 2012-00578.  KPCo’s current 

approved depreciation rates with the exception of Mitchell Plant rates are based on a 

1991 settlement agreement in Case No. 91-066 and were made effective on April 1, 

1991.  The Stipulation and Settlement Agreement in Case No. 2012-00578 ordered 

Kentucky Power to use the current Ohio Power Company depreciation rates for Mitchell 

Plant until such rates are changed in a base rate case. 

 
II.  DISCUSSION OF METHODS AND PROCEDURES USED IN THE STUDY 

 

1. Group Method 

 All of the depreciable property included in this report was considered on a 

group plan.  Under the group plan, depreciation expense is accrued upon the 

basis of the original cost of all property included in each depreciable plant 

account.  Upon retirement of any depreciable property, its full cost, less any net 

salvage realized, is charged to the accrued depreciation reserve regardless of 

the age of the particular item retired.  Also, under this plan, the dollars in each 

primary plant account are considered as a separate group for depreciation 

accounting purposes and an annual depreciation rate for each account is 

determined.  The annual accruals by primary account were then summed, to 

arrive at the total accrual for each functional group.  The total accrual divided by 

the original cost yields the functional group accrual rate. 
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2. Annual Depreciation Rates Using the Average Remaining Life Method 

KPCo’s current depreciation rates are based on the Average Remaining 

Life Method. The Average Remaining Life Method recovers the original cost of 

the plant, adjusted for net salvage, less accumulated depreciation, over the 

average remaining life of the plant.  By this method, the annual depreciation rate 

for each account is determined on the following basis: 
 
    Annual 
    Depreciation Expense = 
 

(Orig. Cost)  (Net Salvage Ratio) - Accumulated Depreciation 
Average Remaining Life 

 
Annual 
Depreciation = Annual Depreciation Expense 
Rate                  Original Cost 

 
 

3. Methods of Life Analysis 

 

Depending upon the type of property and the nature of the data 

available from the property accounting records, one of three life analyses 

was used to arrive at the historically realized mortality characteristics and 

service lives of the depreciable plant investments.  These methods are 

identified and described as follows: 

 

Life Span Analysis 
 

The life span analysis was employed for Mitchell Plant.  The life-

span method of analysis is particularly suited to specific location property, 

such as generating plants, where all of the surviving investments are likely 

to be retired in total at a future date.  The key elements in the life span 
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analysis are the age of the surviving investments, the projected retirement 

date of the facility and the expected interim retirements.  Interim 

retirements are those retirements that are expected to occur between the 

date of the depreciation study and the expected final retirement date of the 

generating plant.  Examples of interim retirements include fans, pumps, 

motors, a set of boiler tubes, a turbine rotor, etc.  The interim retirement 

history for each primary production plant account was analyzed and the 

results of those analyses were used to project future interim retirements.  

The age of Mitchell Plant’s surviving investments at December 31, 2013 

was obtained from the accounting records of affiliate Ohio Power 

Company (OPCo).  American Electric Power Service Corporation 

(AEPSC) provided the retirement date used in the life-span analysis for 

Mitchell Plant. 

The Company is not recommending any revision to Big Sandy 

Plant’s depreciation rates in this filing since Unit 2 is planned for 

retirement at the end of May 2015 and the coal related portions of Unit 1 

are planned for retirement in April 2016. KPCo expects to repower Big 

Sandy Unit 1 to use natural gas in 2016. 

The order in the Mitchell transfer Case No. 2012-00578 allows 

Kentucky Power to recover the coal-related retirement costs of Big Sandy 

Unit 1, the retirement costs of Big Sandy Unit 2 and other site related 

retirement costs that will not continue in use.  New depreciation rates will 

be required for Big Sandy Unit 1 after it is repowered to use natural gas in 

2016. 

 

Steam Production Plant 
 

At December 31st, 2013, KPCo’s depreciable investment in Steam 
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Production Plant includes the Big Sandy Generating plant and a 50% 

undivided interest in Mitchell Generation Plant.   The Big Sandy plant is 

located highway 23 near Louisa, Kentucky and includes two generating 

units.  The Mitchell Plant is located on the Ohio River near Moundsville, 

West Virginia and also consists of two generating units.  All generating 

units at the Big Sandy and Mitchell plants are currently coal fired.   

The generating units and their capacities are as follows (also 

shown on Schedule IV – Estimated Generation Plant Retirement Dates): 

 
            Commercial      

Plant      Unit  Rating  Operating Date 

  Big Sandy      1    260 MW         1963 

  Big Sandy      2    800 MW         1969 

  Mitchell      1    770 MW         1971 

                       Mitchell              2    790 MW       1971 

AEPSC evaluated each of the generating units and determined the 

following retirement dates for the units: 

 

Plant   Unit  Retirement Date 

Big Sandy    2         2015 

Big Sandy    1         2016 coal related portion 

Big Sandy    1         2031 repowered to use natural gas 

Mitchell Plant      1,2         2040 

 

Since KPCo’s last depreciation study (property investment dated 

December 31, 2008), AEP has reevaluated the expected retirement dates 

for its generation plant including Big Sandy Units 1-2.  The reevaluation for 

these two Big Sandy units indicated that their current estimated retirement 
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dates should be 2015 for Big Sandy Unit 2, 2016 for the coal related 

portion of Big Sandy Unit 1 and 2031 for Big Sandy Unit 1 after it is 

repowered to use natural gas. AEP previously estimated individual unit 

retirement dates of 2023 for Unit 1 and 2029 for Unit 2.  According to AEP, 

the earlier Big Sandy Unit 2 and the coal related portion of Unit 1 

retirement dates are because it is not economically feasible to equip the 

units with necessary environmental controls, not because they have 

reached the end of their service lives.   

Current plans are for the Mitchell Plant to operate for a total life of 

69 years or until 2040.   

 

  Actuarial Analysis – Transmission, Distribution and General Plant 

 

 This method of analyzing past experience represents the 

application to industrial property of statistical procedures developed in the 

life insurance field for investigating human mortality.  It is distinguished 

from other methods of life estimation by the requirement that it is 

necessary to know the age of the property at the time of its retirement and 

the age of survivors, or plant remaining in service; that is, the installation 

date must be known for each particular retirement and for each particular 

survivor.   

 

 The application of this method involves the statistical procedure 

known as the "annual rate method" of analysis.  This procedure relates the 

retirements during each age interval to the exposures at the beginning of 

that interval, the ratio of these being the annual retirement ratio.  

Subtracting each retirement ratio from unity yields a sequence of annual 

survival ratios from which a survivor curve can be determined.  This is 
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accomplished by the consecutive multiplication of the survivor ratios.  The 

length of this curve depends primarily upon the age of the oldest property.  

Normally, if the period of years from the inception of the account to the 

time of the study is short in relation to the expected maximum life of the 

property, an incomplete or stub survivor curve results. 

 

 While there are a number of acceptable methods of smoothing and 

extending this stub survivor curve in order to compute the area under it 

from which the average life is determined, the well-known Iowa Type 

Curve Method was used in this study. 

 

 By this procedure, instead of mathematically smoothing and 

projecting the stub survivor curve to determine the average life of the 

group, it was assumed that the stub curve would have the same mortality 

characteristics as the type curve selected.  The selection of the 

appropriate type curve and average life is accomplished by plotting the 

stub curve, superimposing on it Iowa curves of the various types and 

average lives drawn to the same scale, and then determining which Iowa 

type curve and average life best matches the stub. 

  

 The Actuarial Method of Life Analysis was used for the following 

accounts: 

 

352.0 Transmission Structures & Improvements 

353.0 Transmission Station Equipment 

361.0 Distribution Structures & Improvements 

362.0 Distribution Station Equipment 

390.0 General Structures & Improvements 
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The result of the actuarial analysis for the above accounts is 

detailed in the depreciation study work papers. 

 

Simulated Plant Record Analysis – Transmission and Distribution Plant 
 

 The “Simulated Plant Record” (SPR) method designates a class of 

statistical techniques that provide an estimate of the age distribution, 

mortality dispersion and average service life of property accounts whose 

recorded history provides no indication of the age of the property units 

when retired from service.  For each such account, the available property 

records usually reveal only the annual gross additions, annual retirements 

and balances with no indication of the age of either plant retirements or 

annual plant balances.  For this study, the “Balances method” of analysis 

was used.   

 

 The SPR Balances Method is a trial and error procedure that 

attempts to duplicate the annual balance of a plant account by distributing 

the actual annual gross additions over time according to an assumed 

mortality distribution.  Specifically, the dollars remaining in service at any 

date are estimated by multiplying each year’s additions by the successive 

proportion surviving at each age as given by the assumed survivor 

characteristics.  For a given year, the balance indicated is the 

accumulation of survivors from all vintages and this is compared with the 

actual book balance.  This process is repeated for a different survivor 

curves and average life combinations until a pattern is discovered which 

produces a series of “simulated balances” most nearly equaling the actual 

balances shown in a company’s books. 
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 This determination is based on the distribution producing the 

minimum sum of squared differences between the simulated balance and 

the actual balances over a test period of years. 

 

 The iterative nature of the simulated methods makes them ideally 

suited for computerized analysis.  For each analysis of a given property 

account, the computer program provides a single page summary 

containing the results of each analysis indicating the “best fit” based on 

criteria selected by the user. 

 

 The results of my analysis using the Balance Method is shown in 

the depreciation study work papers.  The analysis also shows the value of 

the Index of Variation of the difference that is calculated according to the 

the Balances Method where a lower value for the Index of Variation 

indicates better agreement with the actual data.   

 

The SPR Method of Life Analysis was utilized for the following accounts: 

354.0 Transmission Towers & Fixtures 

355.0 Transmission Poles & Fixtures 

356.0 Transmission Overhead Conductor & Devices 

364.0  Distribution Poles, Towers & Fixtures 

365.0 Distribution OH Conductor & Devices 

366.0 Distribution Underground Conduit 

367.0 Distribution Underground Conductor & Devices 

368.0 Distribution Line Transformers 

369.0 Distribution Services 

370.0 Distribution Meters 
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371.0 Installation on Customers Premises 

373.0 Street Lighting & Signal Systems 

 

 Vintage Year Accounting – General Equipment 

 

 In 1998, the Company began using a vintage year accounting method for 

general plant accounts 391 to 398 in accordance with Federal Energy Regulatory 

Commission Accounting Release Number 15 (AR-15).  This accounting method 

requires the amortization of vintage groups of property over their useful lives.  

AR-15 also requires that property be retired when it meets its average service 

life. 

 As a result, my recommendation for these accounts is that the current 

useful life approved by the Commission be retained and used to continue 

amortization of the account balances. 

4. Final Selection of Average Life and Curve Type 

 

 The final selection of average life and curve type for each depreciable 

plant account analyzed by the Actuarial and SPR Methods was primarily based 

on the results of the mortality analyses of past retirement history. 

 

III.  NET SALVAGE 

  

1. Net Salvage - Steam Production Plant 

 

The net salvage analysis for steam production plant included a review of 

the plant’s experienced functional interim retirement, salvage and removal history 

for the period 2001-2013.  No interim retirements were estimated for Big Sandy 

Plant in this depreciation study since Unit 2 is estimated to retire in 2015, the coal 
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related portions of Unit 1 are estimated to retire in 2016 and the repowered Unit 1 

(to use natural gas) is expected to retire in 2031.  

While a standard type of analysis was used by the depreciation study to 

determine the net salvage characteristics applicable to interim retirements for the 

plants, the most significant net salvage amounts for generating plants occurs at 

the end of their life.  Therefore, to assist in establishing total net salvage 

applicable to Big Sandy and Mitchell plants, the Company contracted with 

Sargent & Lundy (S&L) to prepare conceptual demolition cost estimates.  The 

S&L cost estimates to demolish the plants are based on current (2013) price 

levels which were inflated to retirement dates in the depreciation study.  These 

estimates were incorporated into the calculation of a net salvage ratio for Steam 

Production Plant.  S&L’s demolition costs do not include Asset Retirement 

Obligation (ARO) amounts associated with the removal of asbestos or any cost 

associated with the final disposition of Big Sandy or Mitchell Plant landfills and 

ash ponds.  The costs to remove asbestos and cover ash ponds are included 

separately in the cost of service through the accounting for asset retirement 

obligations. 

 

2. Net Salvage – Transmission, Distribution and General Plant 

 

 The net salvage percentages used in this report for Transmission, 

Distribution and General Plant are expressed as percent of original cost and are 

based on the Company’s experience combined with the judgment of the analyst.   

KPCo maintains salvage and removal costs in its depreciation ledger at the 

functional plant level, rather than by primary plant accounts.  To determine gross 

salvage, gross removal and net salvage percentages for individual plant 

accounts, original cost retirements, salvage and removal were taken from the 

Company’s account history in its PowerPlant software which detailed these 
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amounts by account for the period 2000 to 2013.  Gross salvage and cost of 

removal percentages were calculated using the data from this fourteen year time 

period for each account.  The salvage and removal percentages for each account 

were then netted to determine a net salvage percentage for each account. 

 

 The net salvage percents were converted to net salvage ratios (1 minus 

the net salvage percentage) and appear in Column IV on Schedule I and were 

used to determine the total amount to be recovered through depreciation.  The 

same net salvage was also reflected in the determination of the calculated 

depreciation requirement, which was used to allocate accumulated depreciation 

at the functional group to the accounts comprising each group.  

 

5.    Net Salvage – Ratios 

 

 The net salvage ratios shown on Schedule I of this report may be 

explained as follows: 

 

a. Where the ratio is shown as unity (1.00), it was assumed that the net 

salvage in that particular account would be zero. 

 

b. Where the ratio is less than unity, it was assumed that the salvage 

exceeded the removal costs.  For example, if the net salvage were 20%, 

the net salvage ratio would be expressed as .80. 

 

c. Where the ratio is greater than unity, it was assumed that the salvage was 

less than the cost of removal.  For example, if the net salvage were minus 

5%, the net salvage ratio would be expressed as 1.05. 
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IV. CALCULATION OF DEPRECIATION REQUIREMENT AT  

   DECEMBER 31, 2013 

 

 The accumulated depreciation by functional group was allocated to 

individual plant accounts based on the calculation of a depreciation requirement 

(theoretical reserve) for each plant account using the average service life, curve 

type and net salvage amount recommended in this study.   

  

V. STUDY RESULTS 

Production, Transmission, Distribution and General plant results are 

discussed below.  In addition, Transmission, Distribution and General Plant 

average service life, retirement dispersion pattern and net salvage percentages 

used to calculate each primary plant account depreciation rate are shown on 

Schedule III where the mortality characteristics and net salvage values for the 

current rates are also shown.  The changes to the mortality characteristics follow 

trends shown by historical retirement experience.  Gross salvage and gross cost 

of removal percentages were largely based on the history of each account for the 

period 2000-2013. 

 

Steam Production Plant 

  

 Depreciation rates for Mitchell Plant were calculated by plant account with 

the expectation that the total cost including net salvage would be recovered by 

2040 which is the estimated retirement date for Mitchell Plant.  New depreciation 

rates for Big Sandy Plant were not recommended by the depreciation study.  The 

comparison of steam production depreciation accruals on Schedule II using the 

currently approved depreciation rates and the study depreciation rates includes 
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Mitchell Plant.  The original cost and accumulated depreciation amounts used for 

Mitchell Plant are 50% of the plant’s original cost and accumulated depreciation 

on KPCo’s books at December 31, 2013. 

 The decrease in steam production depreciation expense due to a change 

in depreciation rates was primarily due to the longer life estimate for Mitchell 

Plant in this proceeding (2040 retirement date) versus a previously estimated 

2031 retirement date.   The depreciation study doesn’t recommend any changes 

to the Big Sandy Plant’s depreciation rates. 

 Terminal demolition costs are included in the steam production 

depreciation rates.  The estimates of demolition costs were developed by 

Sargent & Lundy.  S&L estimated demolition cost in 2013 dollars for Big Sandy 

Plant and Mitchell Plant (KPCo’s 50% share) was $28,831,786 and $21,185,697, 

respectively.   

 

Transmission Plant 

 The depreciation rates for Transmission plant increased from 1.71% to 

2.66% due to increases in the net salvage ratio for five accounts (accounts 352, 

353, 354, 355 and 356) and decreases in the average service life for two 

accounts (accounts 354, and 355).  The increase was partially offset by an 

increase in the average service life for account 352.   

 

Distribution Plant 

 

 The depreciation rates for Distribution plant increased from 3.52% to 

4.48% due to increases in the net salvage ratio for nine accounts (accounts 361, 

362, 364, 365, 367, 368, 369, 371 and 373) and a decrease in the average 

service life for one account (account 370).  The increase was partially offset by a 

decrease in the net salvage ratio for account 370 and by increases in the 
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average service life for five accounts (accounts 361, 362, 366, 369 and 373).   

 

General Plant 

  

 The depreciation rates for General plant increased from 2.54% to 4.42% 

due to increases in the net salvage ratio for three accounts (accounts 391, 394 

and 398) and a reduction in the average service life for account 390.  The 

increase was partially offset by a decrease in the net salvage ratio for account 

397.   
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SCHEDULE I – EXPLANATION OF COLUMN HEADINGS 

 

 Schedule I shows the determination of the recommended annual depreciation 

accrual rate by primary plant accounts by the straight line remaining life method.  An 

explanation of the schedule follows: 

 
Column I  - Account number. 
 
Column II  - Account title. 
 
Column III  - Original Cost at December 31, 2013 
 
Column IV  - Net Salvage Ratio. 
 
Column V                   -  Total to be Recovered  (Column III) * (Column IV). 
   
Column VI  - Calculated Depreciation Requirement. 
 
Column  VII                - Allocated Accumulated Depreciation – accumulated depreciation 

(book reserve) spread to each account on the basis of the 
Calculated Depreciation Requirement shown in Column VI. 

 
Column VIII                - Remaining to be Recovered  (Column V - Column VII).   
 
Column IX                   - Average Remaining Life.   
 
Column X                     - Recommended Annual Accrual Amount. 
 
Column XI                    - Recommended Annual Accrual Percent or Depreciation Rate 

(Column X/Column III). 

 

Exhibit DAD-2 
Page 19



Acct. 
No. Account Title Original Cost

Net 
Salvg. 
Ratio

Total to be 
Recovered

Calculated 
Depreciation 
Requirement

Accumulated 
Depreciation

Remaining to Be 
Recovered

Avg. 
Remain 

Life
Amount Percent

(I) (II) (III)  (IV) (V)   (VI) (VII)   (VIII) (IX) (X) (XI)

STEAM PRODUCTION PLANT

Big Sandy Plant (1)

311 Structures & Improvements 43,291,665 (1) (1) (1) 30,726,379 (1) (1) 1,636,425 3.78%
312 Boiler Plant Equipment 362,456,070 (1) (1) (1) 177,325,748 (1) (1) 13,700,839 3.78%
312 Boiler Plant Equip SCR Catalyst (2) 8,147,622 (1) (1) (1) 5,742,300 (1) (1) 389,456 4.78%
314 Turbogenerator Units      109,522,949 (1) (1) (1) 61,149,688 (1) (1) 4,139,967 3.78%
315 Accessory Electrical Equip. 16,513,202 (1) (1) (1) 12,896,303 (1) (1) 624,199 3.78%
316 Misc. Power Plant Equip.  8,709,178 (1) (1) (1) 5,351,493 (1) (1) 329,207 3.78%

 Total 548,640,686 293,191,911 20,820,093 3.79%

Mitchell Plant (3)

311 Structures & Improvements 42,000,197 1.07 44,940,211 18,282,178 16,183,402 28,756,809 25.01 1,149,812 2.74%
312 Boiler Plant Equipment 765,644,984 1.07 819,240,133 245,324,500 238,518,432 580,721,701 24.25 23,947,287 3.13%
312 Boiler Plant Equip SCR Catalyst (2) 8,190,115 1.00 8,190,115 4,023,394 2,378,493 5,811,622 4.07 1,023,764 12.50%
314 Turbogenerator Units      53,295,697 1.07 57,026,396 29,106,660 33,613,523 23,412,873 23.84 982,084 1.84%
315 Accessory Electrical Equip. 17,080,672 1.07 18,276,319 9,466,086 11,043,285 7,233,034 25.81 280,242 1.64%
316 Misc. Power Plant Equip.  7,693,412 1.07 8,231,951 3,289,590 3,072,520 5,159,431 23.96 215,335 2.80%

 Total 893,905,077 1.07 955,905,125 309,492,408 304,809,655 651,095,470 23.59 27,598,524 3.09%

Total Steam Prod. Plant 1,442,545,763 0.66 955,905,125 309,492,408 598,001,566 651,095,470 13.45 48,418,617 3.36%

TRANSMISSION PLANT
  

350.1 Land Rights 26,456,147 1.00 26,456,147 8,498,622 7,016,166 19,439,981 50.91 381,850 1.44%
352 Structures & Improvements 6,636,668 1.10 7,300,335 3,172,075 2,618,754 4,681,581 33.93 137,978 2.08%
353 Station Equipment 170,843,671 1.03 175,968,981 34,476,675 28,462,741 147,506,240 40.20 3,669,309 2.15%
354 Towers & Fixtures  94,517,543 1.10 103,969,297 56,679,229 46,792,396 57,176,901 23.20 2,464,522 2.61%
355 Poles & Fixtures 74,696,720 1.61 120,261,719 28,658,583 23,659,527 96,602,192 32.75 2,949,685 3.95%
356 OH Conductor & Devices 122,537,908 1.27 155,623,143 70,585,347 58,272,803 97,350,340 27.32 3,563,336 2.91%
357 Undergrnd Conduit 11,590 1.00 11,590 4,345 3,587 8,003 23.13 346 2.99%
358 Undergrnd Conductor 106,066 1.00 106,066 49,568 40,922 65,144 23.44 2,779 2.62%

Total Transmission Plant 495,806,313 1.19 589,697,279 202,124,444 166,866,896 422,830,383 32.11 13,169,805 2.66%

DISTRIBUTION PLANT

360.1 Land Rights 5,343,520 1.00 5,343,520 1,411,791 1,371,633 3,971,887 55.18 71,981 1.35%
361 Structures & Improvements 4,372,006 1.12 4,896,647 1,354,850 1,316,312 3,580,335 50.63 70,716 1.62%
362 Station Equipment 83,664,562 1.07 89,521,081 18,549,279 18,021,648 71,499,433 26.16 2,733,159 3.27%
364 Poles, Towers, & Fixtures 180,551,331 1.30 234,716,730 68,606,654 66,655,150 168,061,580 19.82 8,479,394 4.70%
365 OH Conductor & Devices 179,538,721 0.94 168,766,398 33,083,601 32,142,543 136,623,855 20.90 6,537,027 3.64%
366 Underground Conduit 6,377,091 1.00 6,377,091 1,464,955 1,423,285 4,953,806 34.66 142,926 2.24%
367 Underground Conductor 9,812,956 1.13 11,088,640 1,655,544 1,608,452 9,480,188 37.43 253,278 2.58%
368 Line Transformers 119,012,919 1.01 120,203,048 28,150,578 27,349,840 92,853,208 19.15 4,848,731 4.07%
369 Services 53,900,363 1.38 74,382,501 17,054,558 16,569,444 57,813,057 15.41 3,751,658 6.96%
370 Meters 24,723,287 0.97 23,981,588 10,273,269 9,981,048 14,000,540 9.72 1,440,385 5.83%
371 Installations on Custs. Prem. 20,056,550 1.32 26,474,646 7,344,863 7,135,939 19,338,707 7.95 2,432,542 12.13%
373 Street Lighting & Signal Sys. 3,349,341 1.24 4,153,183 1,231,600 1,196,567 2,956,616 14.07 210,136 6.27%

Total Distribution Plant 690,702,647 1.11 769,905,074 190,181,542 184,771,861 585,133,213 18.89 30,971,931 4.48%

KENTUCKY POWER COMPANY
SCHEDULE I - CALCULATION OF DEPRECIATION RATES BY THE REMAINNG LIFE METHOD

BASED ON PLANT IN SERVICE AT DECEMBER 31, 2013
AVERAGE LIFE GROUP (ALG) METHOD ACCRUAL RATES

Annual Accrual
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Acct. 
No. Account Title Original Cost

Net 
Salvg. 
Ratio

Total to be 
Recovered

Calculated 
Depreciation 
Requirement

Accumulated 
Depreciation

Remaining to Be 
Recovered

Avg. 
Remain 

Life
Amount Percent

(I) (II) (III)  (IV) (V)   (VI) (VII)   (VIII) (IX) (X) (XI)

KENTUCKY POWER COMPANY
SCHEDULE I - CALCULATION OF DEPRECIATION RATES BY THE REMAINNG LIFE METHOD

BASED ON PLANT IN SERVICE AT DECEMBER 31, 2013
AVERAGE LIFE GROUP (ALG) METHOD ACCRUAL RATES

Annual Accrual

GENERAL PLANT

389.1 Land Rights 37,384 1.00 37,384 11,898 6,909 30,475 51.13 596 1.59%
390 Structures & Improvements 19,811,669 1.00 19,811,669 9,535,669 5,537,254 14,274,415 18.15 786,469 3.97%
391 Office Furniture & Equipment 1,683,333 1.00 1,683,333 377,310 219,100 1,464,233 27.15 53,931 3.20%
392 Transportation Equipment 14,768 1.00 14,768 1,742 1,012 13,756 26.46 520 3.52%
393 Stores Equipment 164,548 1.00 164,548 60,496 35,129 129,419 18.97 6,822 4.15%
394 Tools Shop & Garage Equip. 3,553,696 1.09 3,873,529 1,042,908 605,604 3,267,925 21.92 149,084 4.20%
395 Laboratory Equipment 141,765 1.00 141,765 89,929 52,221 89,544 10.97 8,163 5.76%
396 Power Operated Equipment 5,931 1.00 5,931 2,728 1,584 4,347 13.50 322 5.43%
397 Communication Equipment 7,318,955 0.97 7,099,386 2,872,871 1,668,243 5,431,143 13.10 414,591 5.66%
398 Miscellaneous Equipment 1,065,616 1.03 1,097,584 464,407 269,676 827,908 11.54 71,743 6.73%

Total General Plant 33,797,665 1.00 33,929,897 14,459,958 8,396,732 25,533,165 17.11 1,492,241 4.42%

Total Depreciable Plant 2,662,852,388 2,349,437,375 716,258,352 958,037,055 1,684,592,231 94,052,594 3.53%

N/A = Not Applicable

Notes:

(3) Mitchell Plant cost at December 31, 2013.  At December 31, 2013 the Mitchell Plant was jointly owned 50% by Kentucky Power Company and 50% by AEP Generating Resources 
and therefore the cost shown above is 50% of the total Mitchell Plant depreciable plant in service.  The Mitchell Plant cost includes 50% of the investment in the gypsum plant 
underloader located at the Mountaineer Generating Station.

(2) An annualized depreciation rate for Big Sandy Plant's SCR Catalyst was calculated using currently approved rates and included in the above analysis.  A separate depreciation 
rate was calculated for Mitchell Plant's SCR Catalyst using AEP Air Emmissions Control estimated average life for the catalyst.

(1) The Company plans to retire Big Sandy Unit 2 at the end of May 2015 and the coal related portions of Unit 1 in 2016.  Since the Commission authorized (Case No. 2012-00578) 
the Company to recover the coal-related portion of Big Sandy Unit 1, the retirement costs of Big Sandy Unit 2 and any other site related retirement costs, this depreciation 
recommends that the existing approved depreciation rates for Big Sandy Plant be retained until a future proceeding that includes the remaining portion of Big Sandy Unit 1 and the 
cost to re-power this unit to use natural gas.
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ACCT. 
NO. ACCOUNT TITLE

ORIGINAL 
COST

CURRENT 
APPROVED 

RATE
ANNUAL 

ACCRUAL
STUDY 
RATE

STUDY 
ACCRUAL

DIFFERENCE 
(DECREASE)

(1) (2) (3)  (4) (5) (6) (7) (8)

STEAM PRODUCTION PLANT

BIG SANDY PLANT (a)

311 Structures & Improvements 43,291,665 3.78% 1,636,425 3.78% 1,636,425 0
312 Boiler Plant Equipment    362,456,070 3.78% 13,700,839 3.78% 13,700,839 0
312 Boiler Plant Equip SCR Catalyst 8,147,622 4.78% 389,456 4.78% 389,456 0
314 Turbogenerator Units      109,522,949 3.78% 4,139,967 3.78% 4,139,967 0
315 Accessory Electrical Equipment 16,513,202 3.78% 624,199 3.78% 624,199 0
316 Misc. Power Plant Equip.  8,709,178 3.78% 329,207 3.78% 329,207 0

 Total 548,640,686 3.79% 20,820,093 3.79% 20,820,093 0

MITCHELL PLANT - (b)

311 Structures & Improvements 42,000,197 2.87% 1,205,406 2.74% 1,149,812 (55,594)
312 Boiler Plant Equipment    765,644,984 3.90% 29,860,154 3.13% 23,947,287 (5,912,867)
312 Boiler Plant Equip SCR Catalyst (c) 8,190,115 10.00% 819,012 12.50% 1,023,764 204,752
314 Turbogenerator Units      53,295,697 2.86% 1,524,257 1.84% 982,084 (542,173)
315 Accessory Electrical Equipment 17,080,672 2.39% 408,228 1.64% 280,242 (127,986)
316 Misc. Power Plant Equip.  7,693,412 2.79% 214,646 2.80% 215,335 689

 Total 893,905,077 3.81% 34,031,703 3.09% 27,598,524 (6,433,179)

Total Steam Production Plant 1,442,545,763 3.80% 54,851,796 3.36% 48,418,617 (6,433,179)

TRANSMISSION PLANT
  
350.1 Land Rights 26,456,147 1.71% 452,400 1.44% 381,850 (70,550)
352 Structures & Improvements 6,636,668 1.71% 113,487 2.08% 137,978 24,491
353 Station Equipment 170,843,671 1.71% 2,921,427 2.15% 3,669,309 747,882
354 Towers & Fixtures  94,517,543 1.71% 1,616,250 2.61% 2,464,522 848,272
355 Poles & Fixtures 74,696,720 1.71% 1,277,314 3.95% 2,949,685 1,672,371
356 OH Conductor & Devices 122,537,908 1.71% 2,095,398 2.91% 3,563,336 1,467,938
357 Underground Conduit 11,590 1.71% 198 2.99% 346 148
358 Underground Conductor & Devices 106,066 1.71% 1,814 2.62% 2,779 965

Total Transmission Plant 495,806,313 1.71% 8,478,288 2.66% 13,169,805 4,691,517

DISTRIBUTION PLANT 
 
360.1 Land Rights 5,343,520 3.52% 188,092 1.35% 71,981 (116,111)
361 Structures & Improvements 4,372,006 3.52% 153,895 1.62% 70,716 (83,179)
362 Station Equipment 83,664,562 3.52% 2,944,993 3.27% 2,733,159 (211,834)
364 Poles, Towers, & Fixtures 180,551,331 3.52% 6,355,407 4.70% 8,479,394 2,123,987
365 Overhead Conductor & Devices 179,538,721 3.52% 6,319,763 3.64% 6,537,027 217,264
366 Underground Conduit 6,377,091 3.52% 224,474 2.24% 142,926 (81,548)
367 Underground Conductor 9,812,956 3.52% 345,416 2.58% 253,278 (92,138)
368 Line Transformers 119,012,919 3.52% 4,189,255 4.07% 4,848,731 659,476
369 Services 53,900,363 3.52% 1,897,293 6.96% 3,751,658 1,854,365
370 Meters 24,723,287 3.52% 870,260 5.83% 1,440,385 570,125
371 Installations on Custs. Prem. 20,056,550 3.52% 705,991 12.13% 2,432,542 1,726,551
373 Street Lighting & Signal Sys. 3,349,341 3.52% 117,897 6.27% 210,136 92,239

Total Distribution Plant 690,702,647 3.52% 24,312,736 4.48% 30,971,933 6,659,197

KENTUCKY POWER COMPANY

ANNUAL DEPRECIATION RATES AND ACCRUALS BY THE REMAINNG LIFE METHOD
SCHEDULE II - COMPARE DEPRECIATION EXPENSE USING CURRENT AND STUDY RATES

BASED ON PLANT IN SERVICE AT DECEMBER 31, 2013
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ACCT. 
NO. ACCOUNT TITLE

ORIGINAL 
COST

CURRENT 
APPROVED 

RATE
ANNUAL 

ACCRUAL
STUDY 
RATE

STUDY 
ACCRUAL

DIFFERENCE 
(DECREASE)

(1) (2) (3)  (4) (5) (6) (7) (8)

KENTUCKY POWER COMPANY

ANNUAL DEPRECIATION RATES AND ACCRUALS BY THE REMAINNG LIFE METHOD
SCHEDULE II - COMPARE DEPRECIATION EXPENSE USING CURRENT AND STUDY RATES

BASED ON PLANT IN SERVICE AT DECEMBER 31, 2013

GENERAL PLANT      

389.1 Land Rights 37,384 2.54% 950 1.59% 596 (354)
390 Structures & Improvements 19,811,669 2.54% 503,216 3.97% 786,469 283,253
391 Office Furniture & Equipment 1,683,333 2.54% 42,757 3.20% 53,931 11,174
392 Transportation Equipment 14,768 2.54% 375 3.52% 520 145
393 Stores Equipment 164,548 2.54% 4,180 4.15% 6,822 2,642
394 Tools Shop & Garage Equipment 3,553,696 2.54% 90,264 4.20% 149,084 58,820
395 Laboratory Equipment 141,765 2.54% 3,601 5.76% 8,163 4,562
396 Power Operated Equipment 5,931 2.54% 151 5.43% 322 171
397 Communication Equipment 7,318,955 2.54% 185,901 5.66% 414,591 228,690
398 Miscellaneous Equipment 1,065,616 2.54% 27,067 6.73% 71,743 44,676

Total General Plant 33,797,665 2.54% 858,462 4.42% 1,492,241 633,779

Total Depreciable Plant 2,662,852,388 3.32% 88,501,282 3.53% 94,052,596 5,551,314

Notes:

(c)  The depreciation rate was revised for the SCR catalyst at Mitchell Generating Station using AEP Generation's estimated average 
life for the catalyst of 8 years.

(a)  The depreciation study recommends that the current approved depreciation rates for Big Sandy Plant remain in effect until the 
next base case which will reflect the retirement of Big Sandy Unit 2 in 2015, the coal related portions of Unit 1 in 2016 and the cost to 
re-power Unit 1 to burn natural gas.  Therefore there is no change in depreciation expense due to a change in depreciation rates for 
Big Sandy Plant.

(b)  The current approved rates for Mitchell Generating Plant are from AEP affiliated company, Ohio Power Company as per the 
Order in Case No. 2012-00578.
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(2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

 
Average Cost of Net Average Cost of Net
Service Iowa Salvage Removal Salvage Service Iowa Salvage Removal Salvage

Life Curve Factor Factor Factor Life Curve Factor Factor Factor
(Years)    (Years)    

TRANSMISSION PLANT

350.1 Rights of Way 75 R4.0 N/A N/A 0% 75 R4.0 0% 0% 0%
352.0 Structures & Improvements 55 S1.5 N/A N/A 0% 60 S3.0 0% 10% -10%
353.0 Station Equipment 50 R0.5 N/A N/A 25% 50 L0.5 8% 11% -3%
354.0 Towers & Fixtures  55 R4.0 N/A N/A 0% 51 S6.0 3% 13% -10%
355.0 Poles & Fixtures 45 R3.0 N/A N/A 0% 43 L3.0 2% 63% -61%
356.0 Overhead Conductor & Devices 50 R3.0 N/A N/A 10% 50 S6.0 6% 33% -27%
357.0 Underground Conduit 37 R2.0 N/A N/A 0% 37 R2.0 0% 0% 0%
358.0 Underground Conductor and Devices 44 R1.0 N/A N/A 0% 44 R1.0 0% 0% 0%

DISTRIBUTION PLANT 

360.1 Rights of Way 75 R4.0 N/A N/A 0%  75 R4.0 0% 0% 0%
361.0 Structures & Improvements 65 L0.5 N/A N/A 0% 70 R2.0 4% 16% -12%
362.0 Station Equipment 25 L0.0 N/A N/A 25% 33 R0.5 10% 17% -7%
364.0 Poles, Towers, & Fixtures 28 L0.0 N/A N/A 25% 28 R0.5 18% 48% -30%
365.0 Overhead Conductor & Devices 26 R1.5 N/A N/A 25% 26 L0.0 30% 24% 6%
366.0 Underground Conduit 37 R2.0 N/A N/A 0% 45 R3.0 0% 0% 0%
367.0 Underground Conductor 44 R1.0 N/A N/A 0% 44 R0.5 1% 14% -13%
368.0 Line Transformers 25 R1.5 N/A N/A 15% 25 L0.0 29% 30% -1%
369.0 Services 18 R2.0 N/A N/A 0% 20 L0.0 1% 39% -38%
370.0 Meters 27 R0.5 N/A N/A 0% 17 R4.0 22% 19% 3%
371.0 Installations on Custs. Prem. 11 L0.0 N/A N/A 30% 11 L0.0 1% 33% -32%
373.0 Street Lighting & Signal Sys. 15 L0.0 N/A N/A 15% 20 L0.0 1% 25% -24%

GENERAL PLANT      

389.1 Rights of Way 75 R4.0 N/A N/A 0% 75 R4.0 0% 0% 0%
390.0 Structures & Improvements 45 L3.0 N/A N/A 0% 35 L2.0 1% 1% 0%
391.0 Office Furniture & Equipment 35 R0.5 N/A N/A 10% 35 SQ 0% 0% 0%
392.0 Transportation Equipment 30 R3.0 N/A N/A 0% 30 SQ 0% 0% 0%
393.0 Stores Equipment 30 R1.0 N/A N/A 0% 30 SQ 0% 0% 0%
394.0 Tools Shop & Garage Equipment 30 R0.5 N/A N/A 0% 30 SQ 0% 9% -9%
395.0 Laboratory Equipment 30 L5.0 N/A N/A 0% 30 SQ 0% 0% 0%
396.0 Power Operated Equipment N/A N/A N/A N/A N/A 25 SQ 0% 0% 0%
397.0 Communication Equipment 22 L3.0 N/A N/A 0% 22 SQ 6% 3% 3%
398.0 Miscellaneous Equipment 20 S5.0 N/A N/A 0% 20 SQ 0% 3% -3%

Note:  Kentucky Power Company's existing depreciation rates are from Case No. 91-066.  No detail of Cost of Removal % and Salvage 
Factor % is available from the order from that Case.

Existing Rates (See note, below) Current Study Rates

KENTUCKY POWER COMPANY

SCHEDULE III - COMPARISON OF MORTALITY CHARACTERISTICS

DEPRECIATION STUDY AS OF DECEMBER 31, 2013

(1)
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1.0 INTRODUCTION  

The Mitchell Plant is located near Moundsville, West Virginia in Marshall County. The plant consists of 

two (2) generating units with a total generating capacity of 1,632 megawatts (816, MW per unit). Units 1 

& 2 were placed in operation in 1971. 

American Electric Power (AEP) recently contracted Sargent & Lundy, LLC. (S&L) to prepare a 

conceptual demolition cost estimate using 1st Quarter 2013 pricing levels. The objective of the 

conceptual demolition cost estimate is to determine the gross demolition costs for Mitchell Plant Units 1 

and 2 (including gross salvage credits and any other benefits). The cost estimate considers the 

demolition/dismantlement methodology which complies with current OSHA rules and regulations. 

 

2.0 COST ESTIMATE SUMMARY 

Conceptual Demolition Cost Estimate No. 31982B, dated March 20, 2013, was prepared and is included 

as Exhibit 1. The cost estimate is structured into a code of accounts as identified in Table 2-1. 

 

Table 2-1 
Cost Estimate Code of Accounts 

 
Account Number Description 

10 Demolition Costs (including steel, equipment & piping scrap value) 

18 Scrap Value Costs 

91 Other Direct & Construction Indirect Costs 

93 Indirect Costs 

94 Contingency Costs 

96 Escalation Costs 

 

The results of the cost estimate are provided in Table 2-2 below: 
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Table 2-2 
Cost Estimate Results Summary 

 

Description Total Cost 

Demolition Cost $62,531,960 

Scrap Value  $(38,063,765) 

Direct Cost Subtotal $24,468,195 

Indirect Cost $ 2,446,800 

Contingency Cost $15,456,400 

Total Project Cost $42,371,395 

 

 

3.0 TECHNICAL BASIS 

The scope of dismantlement includes the complete Mitchell Plant Units 1 & 2 generating facility and 

plant common services associated with both units. Common facilities include: 

 1,200 ft Chimney 

 1,000 ft Chimney 

 Various Buildings 

 FGD Common Equipment 
 

 The following are excluded from the scope of the conceptual demolition cost estimate. 

 Bottom Ash Pond 

 Asbestos Removal  

 Switchyard 
 
The scope of the demolition cost estimate is based on a review of the facility by two (2) S&L employees 

conducted in January 2013 for development of the demolition cost estimate.  
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4.0 COMMERCIAL BASIS 

4.1 General Information 

The Conceptual Demolition Cost Estimate prepared for the Mitchell Plant is a conceptual estimate of the 

cost to dismantle Mitchell Plant Units 1 and 2. 

Costs were calculated for (1) demolition of existing plant structures and equipment and associated site 

restoration costs, (2) scrap value of steel and copper, (3) associated indirect costs, and (4) contingency.  

All units used in the cost estimate are U.S. Standard and all costs are in US Dollars (1st Quarter 2013 

levels).  A two (2) year demolition schedule is anticipated not including asbestos removal (to be 

performed prior to start of demolition work). 

 

4.2 Quantities/Material Cost 
 

Quantities of pieces of equipment and/or bulk material commodities used in this cost estimate were 

intended to be reasonable and representative of projects of this type.  Material quantities were estimated 

from the site plot plan and other drawings and data provided by AEP and Plant Personnel. 

 

4.3 Construction Labor Wages 

Craft labor rates (Craft Hourly Rate) for the cost estimate were calculated as Non-Union West Virginia 

Craft Labor rates based on Personnel Administration Services (PAS) Inc. “2013 Merit Shop Wage and 

Benefit Survey”. The craft rates were incorporated into work crews appropriate for the activities by 

adding allowances for small tools, construction equipment, insurance, and site overheads to arrive at 

crew hourly rates detailed in the cost estimate. A 1.00 regional labor productivity multiplier was included 

based on Compass International Global Construction Yearbook, 2013 Edition, for non-union work in 

West Virginia. 
 

4.3.1 Labor Work Schedule and Incentives  

The estimate assumed a 5x8 work week. No other labor incentives are included.  
 

4.3.2 Construction Indirects 

Allowances were included in the cost estimate as direct costs as noted for the following: 

 Freight: Material and scrap freight included in the material and scrap costs. 
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 Additional Crane Allowance: None included. Cost of cranes and construction machinery are included  
     in the labor wage rates. 

 Mobilization and Demobilization: Included in labor wage rates. 

 Scaffolding: Included in labor wage rates. 

 Consumables: Included in material and labor costs. 

 Per Diem Costs: Excluded from the estimate. 

 Contractor’s General and Administrative Costs and Profit: Included in the labor wage rates. 

 

4.4 Scrap Value 

The value of scrap was determined by a 12 month average (March 2012 through February of 2013) using 

Zone 4 (USA Midwest) of the “Scrap Metals Market Watch” (www.americanrecycler.com). 

Since the values obtained are delivered pieces, 10% of the values obtained were deducted to pay for 

separation, preparation and shipping to the mills. This resulted in realized prices of: 

 
 Mixed Steel Value @ $287/Ton 

 Copper Value @ $6,091/Ton 

 Stainless Steel @ $1,336/Ton 

Note: 1 Ton = 2,000 Lbs 

All steel is considered to be mixed steel unless otherwise noted. 

 

4.5 Indirect Costs 

Allowances were included in the cost estimate as indirect costs as noted for the following: 

 Engineering, Procurement and Project Services: None included.  

 Construction Management Support: None included. 

 Owners Cost: Included as 10.0% of the total direct cost. Owners Costs include owner project 

engineering, administration and construction management, permits and fees, legal expenses, taxes, 

etc. 

 

4.6 Escalation 

No allowance for escalation was included in the cost estimate. All costs are determined in 1st Quarter 

2013 levels. 
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4.7 Contingency 

Allowances were included in the cost estimate as contingency as noted for the following: 

 Scrap Value: Included as a 15.0% reduction in the salvage value resulting in a total net reduction in 

the salvage value. The contingency assumes a potential drop in salvage value thus increasing the 

project cost. 

 Material: Included as 15.0% of the total material cost. 

 Labor: Included as 15.0% of the total labor cost. 

 Indirect: Included as 15.0% of the total indirect cost. 

 

4.8 Assumptions 

The following assumptions apply to the cost estimate. 

 All chemicals will be removed by the Owner prior to demolition, from the facilities to be demolished. 

 All coal and fuel oil will be consumed prior to demolition. 

 Catalyst, if any, is assumed to be removed and returned to the OEM by others, prior to demolition. 

 All electrical equipment and wiring is de-energized prior to start of dismantlement. 

 No extraordinary environmental costs for demolition have been included. Removal of five (5) feet of   

     fill inside the bermed areas around the oil tanks and metal cleaning waste tank is included. 

 Asbestos and PCB’s are removed from site by others prior to start of demolition. 
 

 Bottom Ash Pond is not included. These costs will be determined by the Owner. 
 

 Demolition of the two (2) chimneys will be subcontracted. One chimney is 1,200 ft high and the 

second is 1,000 ft high. The 1,200 ft chimney is approximately 200 ft from WV Route 2 and the 1,000 

ft chimney is approximately 600 ft from the same road. Also, in the opposite direction the 1,200 ft 

chimney is approximately 1,500 ft from the Ohio River and the 1,000 ft chimney is approximately 

1,250 ft from the river. Therefore Careful Demolition (top down demolition process) will be used to 

dismantle the chimneys as opposed to explosive demolition (which can scatter debris onto the road 

and into the river). Each chimney is demolished by breaking it up from the top and dropping the 

debris down the throat of the chimney and removing the debris periodically through the duct openings 

on the sides of the chimney (located 75 to 100 ft above grade). The remaining portion of the chimney 

below the duct openings is then demolished as any other structure. 
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 Switchyards within the plant boundaries are not part of the scope, neither are access roads to these 

facilities. Fences and gates needed to protect the switchyard will be left in place. The other site fences 

are removed. 

 
 All items above grade and to a depth of 2 foot will be demolished. Any other items buried more than 

2 foot will remain in place. All foundations are removed and buried on site with the exception of 

power block (turbine building, boiler building and service building), FGD building, limestone 

preparation building, gypsum dewatering building and the two (2) chimney thick mat foundations at 

grade. These foundations will have two (2) feet of soil spread over them and will be graded into the 

surrounding area. 

 
 Underground piping, conduit and cable ducts will be abandoned in place. 

 
 Underground piping larger than 4 feet diameter will be filled with sand or slurry and capped at the 

ends to prevent collapse.  Non-metal pipe will be collapsed. 

 
 All demolished materials are considered debris, except for organic combustibles and non-embedded 

metals which have scrap value. 

 
 The basis for salvage estimating is for scrap value only.  No resale of equipment or material is 

included. 

 
 Handling, on-site and off-site disposal of hazardous materials would be performed in compliance 

with methods approved by Owner. 

 
 Disturbed areas will be buried under 2 feet of topsoil mulched and seeded with grass – no other 

landscaping is included. 

 
 All borrow material is assumed to be purchased from nearby (10 mile round trip) offsite sources. 

 
 Debris not suitable for burial is to be disposed of off-site.  Assumed distance to final disposal is 

within a 5 mile haul. 
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5.0 REFERENCES 

Drawings utilized in the preparation of this demolition cost estimate are identified in Table 5-1. 

Table 5-1 

Reference Drawings 

Unit Document Number Revision Title 

12 E-1000 1 34.5KV & Coal Handling-1000 
12 E-1100 0 Fish Creek Station 69KV/34.5KV One Line Diagram & Protection 
12 1200D 23 Coal Handling Barge Unloading Auxiliary One-Line Diagram 
12 1200E 16 Coal Handling Auxiliary One-Line Diagram. 
12 1200H 1 Coal Handling Auxiliary One-Line Diagram Car Thawing 
12 121001 3 FGD One Line Diagram 

12 121102 4 
Electrical 138-13.8 KV Substation Line 2 Bus B One Line 
Diagram 

12 121020 5 Dry Sorbent 13.8kv Auxiliary One Line Diagram 

12 121101 4 
Electrical 138-13.8 KV Substation Line 1 Bus A One Line 
Diagram 

12 50008 8 
General Arrangement Precipitator Install Comp Plan Below  
El. 676-0 

12 50009 4 General Arrangement Precipitator Install Plan Above El 676-0 
12 50012 3 General Arrangement Precipitator Access & Rectifier Removal 
12 5028A 0 Arrangement And Details Feeder Down Spout Unit 1 And 2 
12 5030 16 Plot Plan 
12 5031 2 General Cross Sects 
12 5032 1 General Cross Sects @ General 
12 5034 2 Long Sects Thru Heater Bay 
12 5035 1 Long Sects Thru Steam General 
12 5036 1 Cross Sects Pulv Bay 
12 5041 2 Plans Heater Bay & Steam General El. 58-0, 70-0, & 80-0 
12 5042 2 Slag Blower Platforms - Heater Bay And Turbine Room Roof 
12 5043 1 Plans Deaer & Upper Level Slag Blowers Platform 
12 5044 1 Comp Main Floor 
12 5044A 0 Property Plan & Ash Storage Area 
12 5044B 2 Equipment Location - Conners Run Pump House 
12 5070000A 1 Site Layout 
12 5070000A 0 General Arrangement FGD Building El. 667'-0" 
12 5070000B 0 General Arrangement FGD Building El. 705'-0" 
12 5070000C 0 General Arrangement FGD Building El. 720'-0" 
12 5070000D 0 General Arrangement FGD Building El. 743'-0" 
12 5070000E 0 General Arrangement FGD Building El. 755'-2 1/2" 
12 5070000F 0 General Arrangement FGD Building El. 776'-3" 
12 5070000G 0 General Arrangement FGD Building El. 798'-0 1/2" 
12 5070000H 0 General Arrangement FGD Building Elevation Looking East 
12 5070000I 0 General Arrangement FGD Building Elevation Looking North 
12 5070000J 0 General Arrangement FGD Building Laboratory 
12 5070001A 0 General Arrangement Dewatering Area El. 667'-0" 
12 5070001B 0 General Arrangement Dewatering Area El. 695'-0" 
12 5070001C 0 General Arrangement Dewatering Area El. 729'-6" 
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Unit Document Number Revision Title 

12 5070001D 0 General Arrangement Dewatering Area El. 757'-4" & El. 781'-0" 
12 5070001E 0 General Arrangement Dewatering Area Elevation Looking North 
12 5070002A 0 General Arrangement Reagent Prep Area El. 667'-0" 
12 5070002B 0 General Arrangement Reagent Prep Area El. 705'-1 1/4" 
12 5070002C 0 General Arrangement Reagent Prep Area El. 729'-6" & El 784'-2" 
12 5070003 0 General Arrangement Urea U2a Area 
12 5070006 0 General Arrangement Service Water Area Plan View 
12 5070007 0 General Arrangement Existing Aux Boiler Stack Relocation 
12 5070007A 0 Elevation Auxilliary Boiler Stack Relocations 
12 5070008A 1 General Arrangement Dry Solid Sorbent System Enlarged Plan 
12 5070008B 0 General Arrangement Dry Solid Sorbent System Section A-A 
12 5070008C 0 General Arrangement Dry Sorbent System Overall Plan 
12 5070008D 0 General Arrangement Dry Solid Sorbent System Section B-B 
12 5070009 0 General Arrangement Coal Blending System Plan 
12 5070010 0 General Arrangement Gypsum Conveyors To Wallboard Plant 
12 5078000B 2 Hydraulic Profile 
12 5078000C 2 Key Plan 
12 5078000J 2 Piperack Enlarged Lower Plan 
12 5078000K 2 Piperack Enlarged Middle Plan 
12 5078000L 2 Piperack Enlarged Upper Plan 

12 12-5080022 1 
General Arrangement FGD Reagent Prep Area Ground Floor  
El 667'-0" 

12 12-5080023 1 
General Arrangement FGD Reagent Prep Area Plan At  
El. 681'-6-1/4" 

12 12-5080024 1 
General Arrangement FGD Reagent Prep Area Plan At Platform 
El 705'-1 1/4" 

12 12-5080025 1 
General Arrangement FGD Reagent Prep Area Plan At Platform 
El 741'-1 1/4" 

12 12-5080026 1 
General Arrangement FGD Reagent Prep Area Front Section  
F1-F1 

12 12-5080027 1 
General Arrangement FGD Reagent Prep Area Front Section  
F2-F2 

12 12-5080028 1 
General Arrangement FGD Reagent Prep Area Front Section  
F3-F3 

12 12-5080029 1 
General Arrangement FGD Reagent Prep Area Front Section  
F4-F4 

12 12-5080030 1 
General Arrangement FGD Reagent Prep Area Side Section 
S1-S1 

12 12-5080031 1 
General Arrangement FGD Reagent Prep Area Side Section  
S2-S2 

12 5080074 2 
General Arrangement FGD Byproduct Dwt Area Side Section  
S3-S3 

12 5080302 0 Design Arrangement Abs Area Pipe Ground Floor To El 692'-0" 

12 548839E 1 
General Arrangement FGD Maintenance Storage Area Ground 
Floor To El 667'-0" 

12 549320E 2 Erection Arrangement Drb-4z Pc Fired Burner CW 
12 549321E 2 Erection Arrangement Drb-4z Pc Fired Burner CW 
12 549322E 2 Erection Arrangement Drb-4z Pc Fired Burner CW 
12 549323E 2 Erection Arrangement Drb-4z Pc Fired Burner CW 
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12 
71002-MA-0-
5090100 0 SCR System Equipment Arrangement Plan 

1 1200A1 20 Aux One Line Diagram  Sheet 1 Of 2 
1 1200A2 20 Aux One Line Diagram Sheet 2 Of 2 
1 12001 5 Precipitator Auxiliary 0ne-Line 
1 12002 5 Precipitator Equip Power Dist Aux One-Line Diagram 
1 121002 2 Unit 1 FGD 13.8kv - 4.16kv  Auxiliary One Line Diagram 
1 50003 7 Fly Ash Removal Wet System Unit 1 
1 50010 2 General Arrangement Precipitator Install Sections 
1 5033 2 Long Sects Thru Turbine Room 
1 5037 6 Basement Plan Elevation 1' -0' Unit 1 
1 5038 3 Miscellaneous Fl & Platform Below Main Floor 
1 5039 2 Main Fl Plan El 36-0 
1 5040 2 Heater Bay & Steam Gen El 46'0" 48'0" & 52'6" 
1 5090000 2 SCR General Arrangement Elevation A/10 Looking South 
1 5090001 2 SCR General Arrangement Elevation B/11 Looking West 
1 5090002 2 SCR General Arrangement Elevation C/12 Looking East 
1 5090003 1 SCR General Arrangement Elevation D/13 Looking West 

1 5090004 2 
SCR General Arrangement Elevation H/14 & J/14 Center and 
Outbound Return Ducts 

1 5090005 1 SCR General Arrangement Plan View E/20 
1 5090006 2 SCR General Arrangement Plan View F/21 
1 5090007 2 SCR General Arrangement Plan View G/22 
1 5090008 1 SCR General Arrangement Plan View H/23 
2 1200A2 19 Aux One Line Diagram Sheet 2 Of 2 
2 1200A1 19 Aux One Line Diagram Sheet 1 Of 2 
2 121003 3 Unit 2 FGD 13.8kv - 4.16kv Auxiliary One Line Diagram 
2 50011 2 General Arrangement Precipitator Install Sections 
2 50014 0 Arrangement FGD Fan Room New Motors & Rotors 
2 5033 1 Long Sects Thru Turbine Room 
2 5037 3 Basement Plan Elevation 1" - 0" 
2 5038 2 Miscellaneous Floors & Platform Below Main Floor 
2 5039 3 Main Floor Plan El 36-0 
2 5040 2 Heater Bay & Steam Generator  El 46-0; 48-0 & 52-6 
2 5090000 1 SCR General Arrangement Elevation A/10 Looking South 
2 5090001 1 SCR General Arrangement Elevation B/11 Looking West 
2 5090002 1 SCR General Arrangement Elevation C/12 Looking East 
2 5090003 1 SCR General Arrangement Elevation D/13 Looking West 
2 5090005 1 SCR General Arrangement Plan View E/20 
2 5090006 1 SCR General Arrangement Plan View F/21 
2 5090007 1 SCR General Arrangement Plan View G/22 
2 5090008 1 SCR General Arrangement Plan View H/23 

 
12 = Common For Units 1 & 2 

1 = Unit 1 

2 = Unit 2 
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AMERICAN ELECTRIC POWER
Decommissioning Study Mitchell Plant

Units 1, 2 and Common Facilities

Project name Mitchell Plant

Estimator RCK

Labor rate table 13NUWV

Project No. 11488-066
Station Name Mitchell Plant

Unit 1, 2 and Common
Location West Virginia

Product Factor 1
Price Level 2013
Issue Date 3/20/2013

Estimate Date 3/14/2013
Reviewed By JAE
Approved By MNO

Status Comments
Estimate No. 31982B

Estimate Class Conceptual

Cost index NUWV
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ESTIMATE NO.: 31982B AMERICAN ELECTRIC POWER
PROJECT NO.: 11488-066 Decommissioning Study Mitchell Plant
ISSUE DATE: 3/20/2013 Units 1, 2 and Common Facilities
PREP./REV.: RCK/JAE
APPROVED: MNO

Estimate Totals

Description Amount Totals Hours Percent of Total
LABOR 46,995,884 589,630.602 hrs 110.91%

MATERIAL 11,136,076 26.28%
SUBCONTRACT 4,400,000 10.38%

SCRAP RECOVERY (38,063,765) -89.83%
24,468,195 24,468,195 57.75 57.75%

91-1 SCAFFOLDING
91-2 OT WORKING 5-10 HOUR DAYS
91-3 OT Working 7-10 Hr Days
91-2 PER DIEM
91-5 CONSUMABLES
91-6 FREIGHT ON EQUIPMENT
91-7 FREIGHT ON SPECIAL EQUIP.
91-8 FREIGHT ON MATERIAL
91-9 FREIGHT ON SCRAP INCL
91-10 SALES TAX
91-11 CONTRACTOR'S G&A EXPENSE
91-12 CONTRACTOR'S PROFIT

24,468,195 57.75%

93-1 EP&P SERVICES
93-2 CM SUPPORT
93-3 START-UP/COMMISSIONING
93-4 START-UP/SPARE PARTS
93-5 EXCESS LIABILITY INSUR.
93-6 SALES TAX ON INDIRECTS
93-7 OWNER'S COST 2,446,800 5.77%
93-8 EPC FEE

2,446,800 26,914,995 5.77 63.52%

94-3 CONTINGENCY ON MATERIAL 1,670,400 3.94%
94-4 CONTINGENCY ON LABOR 7,049,400 16.64%
94-5 CONTINGENCY ON SUB. 660,000 1.56%
94-6 CONTINGENCY ON SCRAP 5,709,600 13.48%
94-7 CONTINGENCY ON INDIRECTS 367,000 0.87%

15,456,400 42,371,395 36.48 100.00%

96-3 ESCALATION ON MATERIAL
96-4 ESCALATION ON LABOR
96-5 ESCALATION ON SUB.
96-6 ESCALATION ON SCRAP
96-7 ESCALATION ON INDIRECTS

42,371,395 100.00%

98 INTEREST DURING CONSTR.
42,371,395 100.00%

Total 42,371,395
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ESTIMATE NO.: 31982B AMERICAN ELECTRIC POWER
PROJECT NO.: 11488-066 Decommissioning Study Mitchell Plant
ISSUE DATE: 3/20/2013 Units 1, 2 and Common Facilities
PREP./REV.: RCK/JAE
APPROVED: MNO

Area Group DESCRIPTION LABOR MAN HRS LABOR AMOUNT MATERIAL AMOUNT SUB AMOUNT PROCESS EQUIP
AMOUNT TOTAL AMOUNT

Common
10.00.00 WHOLE PLANT DEMOLITION 211,270 19,483,672 11,020,976 4,400,000 34,904,648
18.00.00 SCRAP VALUE (8,643,497) (8,643,497)

Common 211,270 19,483,672 11,020,976 4,400,000 (8,643,497) 26,261,150
Unit 1

10.00.00 WHOLE PLANT DEMOLITION 190,383 13,835,429 57,550 13,892,979
18.00.00 SCRAP VALUE (14,999,173) (14,999,173)

Unit 1 190,383 13,835,429 57,550 (14,999,173) (1,106,194)
Unit 2

10.00.00 WHOLE PLANT DEMOLITION 187,978 13,676,784 57,550 13,734,334
18.00.00 SCRAP VALUE (14,421,095) (14,421,095)

Unit 2 187,978 13,676,784 57,550 (14,421,095) (686,761)
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ESTIMATE NO.: 31982B AMERICAN ELECTRIC POWER
PROJECT NO.: 11488-066 Decommissioning Study Mitchell Plant
ISSUE DATE: 3/20/2013 Units 1, 2 and Common Facilities
PREP./REV.: RCK/JAE
APPROVED: MNO

Area Group Phase Description Notes Quantity Man Hours Crew Rate Labor Cost Material Cost Subcontract
Cost

Process
Equipment

Cost
Total Cost

Common
10.00.00 WHOLE PLANT DEMOLITION

10.21.00 CIVIL WORK
COVERED DISTURBED AREAS OF SITE W/2 FT TOPSOIL OFFSITE SUPPLY 438,827.00 CY 21,941 101.99 /MH 2,237,798 10,531,848 - - 12,769,646
SEED AND MULCH 136.00 AC 3,672 33.72 /MH 123,820 379,168 - - 502,988
PAVED SURFACES LEAVE ROAD TO SWITCHYARD 8,900.00 SY 1,068 101.99 /MH 108,925 - - 108,925
DEMOLITION - 228000 TRACK FEET  of 110# RAILROAD
TRACK

228,000.00 TF 68,400 101.99 /MH 6,976,116 - - 6,976,116

DEMOLITION - PULL SHEET PILE & CAP FOR BARGE
CELLS

654.00 TN 1,766 101.99 /MH 180,094 - - 180,094

DEMOLITION - PERIMETER FENCE LEAVE SWITCHYARD FENCES 15,600.00 LF 624 101.99 /MH 63,642 - - 63,642
  CIVIL WORK 97,471 9,690,395 10,911,016 20,601,411

10.22.00 CONCRETE
BUILDING PAD FOUNDATION 110LB/CY, OUTBUILDINGS
& MISC FDNS

6,600.00 CY 7,425 75.99 /MH 564,226 - - 564,226

EQUIPMENT FOUNDATION110 LB/CY, MISC EQUIPMENT 1,300.00 CY 1,321 75.99 /MH 100,368 - - 100,368
INTAKE CLOSURE GROUT OR SAND FILL 800.00 CY 800 75.99 /MH 60,792 73,600 - - 134,392
DEMOLITION, CONCRETE - REMOVE BARGE CELL PILE
CAPS

780.00 CY 1,404 75.99 /MH 106,690 - - 106,690

  CONCRETE 10,950 832,075 73,600 905,675

10.24.00 ARCHITECTURAL
BUILDING, FGD BLDG 2,100,000.00 CF 12,600 75.09 /MH 946,134 - - 946,134
BUILDING, DEWATERING AREA BLDG 800,000.00 CF 4,800 75.09 /MH 360,432 - - 360,432
BUILDING, REAGENT  PREP AREA 830,000.00 CF 4,980 75.09 /MH 373,948 - - 373,948
BUILDING, SERVICE BLDG 1,040,400.00 CF 12,485 75.09 /MH 937,484 - - 937,484
BUILDING, CEMS BLDG 1,000.00 CF 6 75.09 /MH 451 - - 451
BUILDING, GYPSUM STORAGE BLDG 2,160,000.00 CF 12,960 75.09 /MH 973,166 - - 973,166
BUILDING, RELOCATED WAREHOUSE 39,600.00 CF 238 75.09 /MH 17,841 - - 17,841
BUILDING, MAINTENANCE SLURRY BLDG 10,032.00 CF 60 75.09 /MH 4,520 - - 4,520
BUILDING, CONSTRUCTION FACILITIES BLDG 184,800.00 CF 1,109 75.09 /MH 83,260 - - 83,260
BUILDING, ID FAN ELECTRICAL BLDG 19,600.00 CF 118 75.09 /MH 8,831 - - 8,831
BUILDING, RELOCATED ELECTRICAL BLDG 10,500.00 CF 63 75.09 /MH 4,731 - - 4,731
BUILDING, UREA UNLOADING BLDG 10,368.00 CF 62 75.09 /MH 4,671 - - 4,671
BUILDING, UREA HYDOLIZER & TANK BLDG 265,200.00 CF 1,591 75.09 /MH 119,483 - - 119,483
BUILDING, CPS TREATMENT BLDG 918,000.00 CF 5,508 75.09 /MH 413,596 - - 413,596
BUILDING, CPS WASTE TRANSFER HOUSE 20,000.00 CF 120 75.09 /MH 9,011 - - 9,011
BUILDING, RIVER WATER MAKEUP PUMP HOUSE 32,000.00 CF 192 75.09 /MH 14,417 - - 14,417
BUILDING, PRECIPITATOR PARTS WAREDHOUSE 266,000.00 CF 1,596 75.09 /MH 119,844 - - 119,844
BUILDING, TRACTOR SHED 72,000.00 CF 432 75.09 /MH 32,439 - - 32,439
BUILDING, HEAVY EQUIPMENT STORAGE BLDG 208,000.00 CF 1,248 75.09 /MH 93,712 - - 93,712
BUILDING, DELUGE VALVE BLDG 1,000.00 CF 6 75.09 /MH 451 - - 451
BUILDING, EXISTING CONSOL TRANSFER STATION #1 64,800.00 CF 389 75.09 /MH 29,195 - - 29,195
BUILDING, STATION HTS-3 31,200.00 CF 187 75.09 /MH 14,057 - - 14,057
BUILDING, STATION HTS-2B 56,000.00 CF 336 75.09 /MH 25,230 - - 25,230
BUILDING, STATION HTS-2A 96,000.00 CF 576 75.09 /MH 43,252 - - 43,252
BUILDING, COAL BLENDING SYSTEM ELECTRICAL ROOM 9,600.00 CF 58 75.09 /MH 4,325 - - 4,325
BUILDING, UTILITY SHOWER BLDG 65,450.00 CF 393 75.09 /MH 29,488 - - 29,488
BUILDING, TRAINING CENTER 50,400.00 CF 302 75.09 /MH 22,707 - - 22,707
BUILDING, MAIN GATE HOUSE 4,800.00 CF 29 75.09 /MH 2,163 - - 2,163
BUILDING, CONTROL ROOM SIMULATOR BLDG 73,500.00 CF 441 75.09 /MH 33,115 - - 33,115
BUILDING, SOUTH WARE HOUSE COMPLEX  - 4
WAREHOUSES

414,050.00 CF 2,484 75.09 /MH 186,546 - - 186,546

  ARCHITECTURAL 65,368 4,908,498 4,908,498

10.25.00 CONCRETE CHIMNEY & STACK
1200' TALL CONCRETE CHIMNEY PRICE SHOWN IS SUBCONTRACTED PRICE 1,200.00 VLF 75.99 /MH 2,400,000 - 2,400,000
1000' TALL CONCRETE CHIMNEY PRICE SHOWN IS SUBCONTRACTED PRICE 1,000.00 VLF 75.99 /MH 2,000,000 - 2,000,000
  CONCRETE CHIMNEY & STACK 4,400,000 4,400,000

10.31.00 MECHANICAL EQUIPMENT
TANK, DEWATERING HYDOCLONE FEED TANK A, 850,800
GALLON

 61'6' DIA X 63' HIGH 123.00 TN 329 65.69 /MH 21,589 - - 21,589
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ESTIMATE NO.: 31982B AMERICAN ELECTRIC POWER
PROJECT NO.: 11488-066 Decommissioning Study Mitchell Plant
ISSUE DATE: 3/20/2013 Units 1, 2 and Common Facilities
PREP./REV.: RCK/JAE
APPROVED: MNO

Area Group Phase Description Notes Quantity Man Hours Crew Rate Labor Cost Material Cost Subcontract
Cost

Process
Equipment

Cost
Total Cost

10.31.00 MECHANICAL EQUIPMENT
TANK, DEWATERING HYDOCLONE FEED TANK B, 850,800
GALLON

 61'6' DIA X 63' HIGH 123.00 TN 329 65.69 /MH 21,589 - - 21,589

TANK,  RECLAIM WATER TANK A, 351,000 GALLONS 45' DIA X 58' HIGH 60.00 TN 160 65.69 /MH 10,531 - - 10,531
TANK,  RECLAIM WATER TANK B, 351,000 GALLONS 45' DIA X 58' HIGH 60.00 TN 160 65.69 /MH 10,531 - - 10,531
TANK, REAGENT SLURRY STORAGE TANK A, 457,920
GALLONS

50' DIA. X 50' HIGH 64.00 TN 171 65.69 /MH 11,234 - - 11,234

TANK, REAGENT SLURRY STORAGE TANK B, 457,920
GALLONS

50' DIA. X 50' HIGH 64.00 TN 171 65.69 /MH 11,234 - - 11,234

TANK, MAINTENANCE STORAGE TANK, 1,417,000
GALLONS

61'6'' DIA X 67' TALL 129.00 TN 345 65.69 /MH 22,643 - - 22,643

TANK, FGD SERVICE WATER TANK, 399,480 GALLONS 36'6" DIA X 58'6" HIGH 37.00 TN 99 65.69 /MH 6,494 - - 6,494
TANK, UREA FEED TANK, 200,000 GALLONS 35' DIA X 30' HIGH 25.00 TN 67 65.69 /MH 4,388 - - 4,388
TANK, FUEL OIL STORAGE TANK, 500,000 GALLONS 52' DIA X 32' HIGH 50.00 TN 134 65.69 /MH 8,776 - - 8,776
TANKS, FUEL OIL STORAGE TANK, 1,500,000 GALLONS 80' DIA X 42' HIGH 131.00 TN 350 65.69 /MH 22,994 - - 22,994
TANK, METAL CLEANING WASTE TREATMENT TANK,
1,000,000 GALLONS

70' DIA X 35' HIGH 83.00 TN 222 65.69 /MH 14,568 - - 14,568

MECHANICAL EQUIPMENT - FGD EQUIPMENT 646.00 TN 1,308 65.69 /MH 85,932 - - 85,932
MECHANICAL EQUIPMENT - DRY SORBENT SYSTEM 100.00 TN 203 65.69 /MH 13,302 - - 13,302
  MECHANICAL EQUIPMENT 4,046 265,807 265,807

10.33.00 MATERIAL HANDLING EQUIPMENT
MATERIAL HANDLING EQUIPMENT -
LIMESTONE/GYPSUM GYPSUM CLAMSHELL UNLOADER

400.00 TN 810 65.69 /MH 53,209 - - 53,209

MATERIAL HANDLING EQUIPMENT -
LIMESTONE//GYPSUM BUCKET BARGE UNLOADER

400.00 TN 810 65.69 /MH 53,209 - - 53,209

MATERIAL HANDLING EQUIPMENT - COAL BUCKET
BARGE UNLOADER

400.00 TN 810 65.69 /MH 53,209 - - 53,209

MATERIAL HANDLING EQUIPMENT - GYPSUM HANDLING
SYSTEM

2,152.00 TN 4,358 65.69 /MH 286,264 - - 286,264

MATERIAL HANDLING EQUIPMENT - LIMESTONE
HANDLING SYSTEM

733.00 TN 1,484 65.69 /MH 97,505 - - 97,505

MATERIAL HANDLING EQUIPMENT - COAL HANDLING
SYSTEM

2,300.00 TN 4,658 65.69 /MH 305,951 - - 305,951

MATERIAL HANDLING EQUIPMENT - COAL HANDLING
SYSTEM - COAL BLENDING SYSTEM

944.00 TN 1,912 65.69 /MH 125,573 - - 125,573

  MATERIAL HANDLING EQUIPMENT 14,841 974,920 974,920

10.35.00 PIPING
PIPING - CIRC WATER PIPING AND TUNNELS 1.00 LS 1,020 75.99 /MH 77,510 - - 77,510
PIPING - DEMO BOP PIPING AND HANGERS 1.00 LS 509 65.69 /MH 33,436 - - 33,436
  PIPING 1,529 110,946 110,946

10.41.00 ELECTRICAL EQUIPMENT
MISCELLANEOUS ELECTRICAL EQUIPMENT 100.00 TN 267 65.69 /MH 17,552 - - 17,552
MISCELLANEOUS ELECTRICAL EQUIPMENT,
TRANSFORMERS

406.60 TN 1,086 65.69 /MH 71,368 - - 71,368

  ELECTRICAL EQUIPMENT 1,354 88,920 88,920

10.42.00 RACEWAY, CABLE TRAY, & CONDUIT
RACEWAY, CABLE TRAY, & CONDUIT - 396.00 TN 40 65.69 /MH 2,601 - - 2,601
  RACEWAY, CABLE TRAY, & CONDUIT 40 2,601 2,601

10.86.00 WASTE
WASTE - OIL CONTAMINATED FILL ASSUMED 5 FEET DEEP IS CONTAMINATED 9,204.00 CY 10,916 168.91 /MH 1,843,812 0 - - 1,843,812
WASTE - METAL CLEANING TANK BERMED AREA
CONTAMINATED FILL

ASSUMED 5 FEET DEEP IS CONTAMINATED 3,703.00 CY 4,392 168.91 /MH 741,812 0 - - 741,812

WASTE - BUILDING WASTE - COMMON BLDGS 3,636.00 CY 364 65.69 /MH 23,885 36,360 - - 60,245
  WASTE 15,671 2,609,509 36,360 2,645,869
  WHOLE PLANT DEMOLITION 211,270 19,483,672 11,020,976 4,400,000 34,904,648

18.00.00 SCRAP VALUE
18.10.00 MIXED STEEL
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ESTIMATE NO.: 31982B AMERICAN ELECTRIC POWER
PROJECT NO.: 11488-066 Decommissioning Study Mitchell Plant
ISSUE DATE: 3/20/2013 Units 1, 2 and Common Facilities
PREP./REV.: RCK/JAE
APPROVED: MNO

Area Group Phase Description Notes Quantity Man Hours Crew Rate Labor Cost Material Cost Subcontract
Cost

Process
Equipment

Cost
Total Cost

18.10.00 MIXED STEEL
MIXED STEEL, DEWATERING HYDOCLONE FEED TANK A,
850,800 GALLON

-123.00 TN 65.97 /MH - - (35,301) (35,301)

MIXED STEEL, DEWATERING HYDOCLONE FEED TANK B,
850,800 GALLON

-123.00 TN 65.97 /MH - - (35,301) (35,301)

MIXED STEEL, RECLAIM WATER TANK A, 351,000
GALLONS

-60.00 TN 65.97 /MH - - (17,220) (17,220)

MIXED STEEL,  RECLAIM WATER TANK B, 351,000
GALLONS

-60.00 TN 65.97 /MH - - (17,220) (17,220)

MIXED STEEL, REAGENT SLURRY STORAGE TANK A,
457,920 GALLONS

-64.00 TN 65.97 /MH - - (18,368) (18,368)

MIXED STEEL, REAGENT SLURRY STORAGE TANK B,
457,920 GALLONS

-64.00 TN 65.97 /MH - - (18,368) (18,368)

MIXED STEEL, MAINTENANCE STORAGE TANK, 1,417,000
GALLONS

-129.00 TN 65.97 /MH - - (37,023) (37,023)

MIXED STEEL, FGD SERVICE WATER TANK, 399,480
GALLONS

-37.00 TN 65.97 /MH - - (10,619) (10,619)

MIXED STEEL, UREA FEED TANK, 200,000 GALLONS -25.00 TN 65.97 /MH - - (7,175) (7,175)
MIXED STEEL, FUEL OIL STORAGE TANK, 500,000
GALLONS

-50.00 TN 65.97 /MH - - (14,350) (14,350)

MIXED STEEL, FUEL OIL STORAGE TANK, 1,500,000
GALLONS

-131.00 TN 65.97 /MH - - (37,597) (37,597)

MIXED STEEL, METAL CLEANING WASTE TREATMENT
TANK, 1,000,000 GALLONS

-83.00 TN 65.97 /MH - - (23,821) (23,821)

MIXED STEEL, FGD BLDG FRAMING & GIRTS -1,050.00 TN 65.97 /MH - - (301,350) (301,350)
MIXED STEEL, DEWATERING AREA BLDG FRAMING &
GIRTS

-400.00 TN 65.97 /MH - - (114,800) (114,800)

MIXED STEEL, REAGENT  PREP AREA FRAMING & GIRTS -414.00 TN 65.97 /MH - - (118,818) (118,818)
MIXED STEEL, SERVICE BLDG FRAMING & GIRTS -520.00 TN 65.97 /MH - - (149,240) (149,240)
MIXED STEEL REBAR RECOVERY FROM OUTBUILDINGS
FOUNDATIONS & MISC FDNS

-363.00 TN 65.97 /MH - - (104,181) (104,181)

MIXED STEEL REBAR RECOVERY FROM 1200' CHIMNEY -680.00 TN 65.97 /MH - - (195,160) (195,160)
MIXED STEEL, STEEL LINER FROM 1200' CHIMNEY -1,005.00 TN 65.97 /MH - - (288,435) (288,435)
MIXED STEEL, EQUIPMENT FOUNDATION110 LB/CY,
MISC EQUIPMENT, REINFORCING

-72.00 TN 65.97 /MH - - (20,664) (20,664)

MIXED STEEL REBAR RECOVERY FROM 1000' CHIMNEY -730.00 TN 65.97 /MH - - (209,510) (209,510)
MIXED STEEL,  MECHANICAL EQUIPMENT - FGD
EQUIPMENT

-646.00 TN 65.97 /MH - - (185,402) (185,402)

MIXED STEEL, MATERIAL HANDLING EQUIPMENT -
LIMESTONE/GYPSUM GYPSUM CLAMSHELL UNLOADER

-400.00 TN 65.97 /MH - - (114,800) (114,800)

MIXED STEEL, MATERIAL HANDLING EQUIPMENT -
LIMESTONE//GYPSUM BUCKET BARGE UNLOADER

-400.00 TN 65.97 /MH - - (114,800) (114,800)

MIXED STEEL, MATERIAL HANDLING EQUIPMENT - COAL
BUCKET BARGE UNLOADER

-400.00 TN 65.97 /MH - - (114,800) (114,800)

MIXED STEEL, MATERIAL HANDLING EQUIPMENT -
GYPSUM HANDLING SYSTEM

-728.00 TN 65.97 /MH - - (208,936) (208,936)

MIXED STEEL, MATERIAL HANDLING EQUIPMENT -
LIMESTONE HANDLING SYSTEM

-2,158.00 TN 65.97 /MH - - (619,346) (619,346)

MIXED STEEL, MATERIAL HANDLING EQUIPMENT - COAL
HANDLING SYSTEM, COMMON

-3,244.00 TN 65.97 /MH - - (931,028) (931,028)

MIXED STEEL, MECHANICAL EQUIPMENT - DRY
SORBENT SYSTEM

-100.00 TN 65.97 /MH - - (28,700) (28,700)

MIXED STEEL, 228000 TF OF RAILROAD TRACK -8,388.00 TN 65.97 /MH - - (2,407,356) (2,407,356)
MIXED STEEL, DEMOLITION - PULL SHEET PILE & CAP
FOR BARGE CELLS

-654.00 TN 65.97 /MH - - (187,698) (187,698)

MIXED STEEL, RACEWAY, CABLE TRAY, & CONDUIT - -396.00 TN 65.97 /MH - - (113,652) (113,652)
MIXED STEEL, MISCELLANEOUS ELECTRICAL
EQUIPMENT, TRANSFORMERS

-222.60 TN 65.97 /MH - - (63,886) (63,886)

  MIXED STEEL (6,864,925) (6,864,925)

18.30.00 COPPER
COPPER SCRAP CABLE & COMMON -200.00 TN 65.97 /MH - - (1,218,200) (1,218,200)
COPPER, MISCELLANEOUS ELECTRICAL EQUIPMENT,
TRANSFORMERS

-92.00 TN 65.97 /MH - - (560,372) (560,372)

  COPPER (1,778,572) (1,778,572)
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ESTIMATE NO.: 31982B AMERICAN ELECTRIC POWER
PROJECT NO.: 11488-066 Decommissioning Study Mitchell Plant
ISSUE DATE: 3/20/2013 Units 1, 2 and Common Facilities
PREP./REV.: RCK/JAE
APPROVED: MNO

Area Group Phase Description Notes Quantity Man Hours Crew Rate Labor Cost Material Cost Subcontract
Cost

Process
Equipment

Cost
Total Cost

  SCRAP VALUE (8,643,497) (8,643,497)
Common 211,270 19,483,672 11,020,976 4,400,000 (8,643,497) 26,261,150

Unit 1
10.00.00 WHOLE PLANT DEMOLITION

10.22.00 CONCRETE
BUILDING PAD FOUNDATION 110 LB/CY, UNIT 1 COOLING
TOWER BASIN

8,840.00 CY 9,945 75.99 /MH 755,721 - - 755,721

ELEVATED FOUNDATION 110/CY, UNIT 1 COOLING
TOWER SHELL

9,200.00 CY 5,511 75.99 /MH 418,766 - - 418,766

ELEVATED FOUNDATION, UNIT 1 TURBINE AND BLR
BLDGS

2,000.00 CY 1,198 75.99 /MH 91,036 - - 91,036

TURBINE PEDESTAL FOUNDATION 140 LB/CY, UNIT 1 7,778.00 CY 14,000 75.99 /MH 1,063,890 - - 1,063,890
  CONCRETE 30,654 2,329,413 2,329,413

10.23.00 STEEL
DUCTWORK W/BREECHINGS AND STEEL SUPPORTS,
UNIT 1

1,922.00 TN 5,136 65.97 /MH 338,794 - - 338,794

  STEEL 5,136 338,794 338,794

10.24.00 ARCHITECTURAL
BUILDING, UNIT 1 POWER BLOCK, INCLUDING TURBINE
BLDG, BOILER HOUSE PREHTR FAN ENCLOSURE &
COAL BUNKERS

8,500,000.00 CF 85,000 75.09 /MH 6,382,650 - - 6,382,650

  ARCHITECTURAL 85,000 6,382,650 6,382,650

10.31.00 MECHANICAL EQUIPMENT
MAIN BOILER AND APPURTENANCES, UNIT 1 12,160.00 TN 24,624 71.44 /MH 1,759,139 - - 1,759,139
FD & ID FANS, UNIT 1 6,135.00 TN 12,423 71.44 /MH 887,526 - - 887,526
FEEDWATER DEARATING EQUIPMENT, UNIT 1 215.00 TN 435 65.69 /MH 28,600 - - 28,600
TANK,  UNIT 1 CLEAN CONDENSATE TANK, 753,000
GALLONS

60' DIA X 40' HIGH 77.00 TN 206 65.69 /MH 13,515 - - 13,515

TANK,  UNIT 1 CONTAMINATED CONDENSATE TANK,
500,000 GALLONS

50' DIA X 35' HIGH 50.00 TN 134 65.69 /MH 8,776 - - 8,776

TANK, UNIT 1 EQUALIZATION TANK. 220,600 GALLONS 38' DIA X 30' HIGH 30.00 TN 80 65.69 /MH 5,266 - - 5,266
TANK, UNIT 1 ABSORBER REACTION TANK 462.00 TN 1,234 65.69 /MH 81,092 - - 81,092
WATER TREATMENT DEMINERALIZATION & CHEMICAL
TREATMENT EQUIPMENT, UNIT 1

269.00 TN 545 65.69 /MH 35,783 - - 35,783

TURBINE GENERATOR, UNIT 1 2,045.00 TN 4,141 65.69 /MH 272,031 - - 272,031
CONDENSER, UNIT 1 1,165.00 TN 2,359 65.69 /MH 154,971 - - 154,971
CIRCULATING WATER EQUIPMENT, UNIT 1 484.00 TN 980 65.69 /MH 64,383 - - 64,383
COOLING TOWER, UNIT 1 REMOVE FILL 690,000.00 CF 4,140 65.69 /MH 271,957 - - 271,957
MECHANICAL EQUIPMENT - UNIT 1 MISC. POWER PLANT
EQUIPMENT

613.00 TN 1,241 65.69 /MH 81,543 - - 81,543

MECHANICAL EQUIPMENT - DEMOLISH UNIT 1 TURBINE
ROOM OVERHEAD CRANE

1.00 LS 315 65.69 /MH 20,692 - - 20,692

MECHANICAL EQUIPMENT -  UNIT 1 DUST COLLECTORS 269.00 TN 545 65.69 /MH 35,783 - - 35,783
MECHANICAL EQUIPMENT - PRECIPITATORS UNIT 1 1,000.00 TN 2,025 65.69 /MH 133,022 - - 133,022
MECHANICAL EQUIPMENT - SCR UNIT 1 664.00 TN 1,345 65.69 /MH 88,327 - - 88,327
  MECHANICAL EQUIPMENT 56,772 3,942,404 3,942,404

10.33.00 MATERIAL HANDLING EQUIPMENT
MATERIAL HANDLING EQUIPMENT - UNIT 1 ASH
HANDLING EQUIPMENT

377.00 TN 763 65.69 /MH 50,149 - - 50,149

MATERIAL HANDLING EQUIPMENT - UNIT 1 FUEL
EQUIPMENT, CONVEYORS INCL TRUSSES & BENTS

1,432.00 TN 2,900 65.69 /MH 190,488 - - 190,488

  MATERIAL HANDLING EQUIPMENT 3,663 240,637 240,637

10.34.00 HVAC
HVAC - UNIT 1 1.00 LS 1,695 65.69 /MH 111,345 - - 111,345
  HVAC 1,695 111,345 111,345

10.35.00 PIPING
PIPING - UNIT 1 BOILER PLANT AND TURBINE PIPING 2,690.00 TN 5,719 65.69 /MH 375,677 - - 375,677
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ESTIMATE NO.: 31982B AMERICAN ELECTRIC POWER
PROJECT NO.: 11488-066 Decommissioning Study Mitchell Plant
ISSUE DATE: 3/20/2013 Units 1, 2 and Common Facilities
PREP./REV.: RCK/JAE
APPROVED: MNO

Area Group Phase Description Notes Quantity Man Hours Crew Rate Labor Cost Material Cost Subcontract
Cost

Process
Equipment

Cost
Total Cost

  PIPING 5,719 375,677 375,677

10.41.00 ELECTRICAL EQUIPMENT
GENERATOR BUS TRANSFORMERS UNIT 1 MAIN POWER
TRANSFORMER

328.00 TN 876 65.69 /MH 57,572 - - 57,572

STATION AUXILIARY TRANSFORMERS, UNIT 1 MAIN AUX
TRANSFORMERS

109.00 TN 291 65.69 /MH 19,132 - - 19,132

  ELECTRICAL EQUIPMENT 1,168 76,704 76,704

10.86.00 WASTE
WASTE - UNIT 1 COOLING TOWER FILL FIBERGLASS AND WOOD 2,555.00 CY 256 65.69 /MH 16,784 25,550 - - 42,334
WASTE - USER DEFINED - UNIT 1 BLDG WASTE 3,200.00 CY 320 65.69 /MH 21,021 32,000 - - 53,021
  WASTE 576 37,805 57,550 95,355
  WHOLE PLANT DEMOLITION 190,383 13,835,429 57,550 13,892,979

18.00.00 SCRAP VALUE
18.10.00 MIXED STEEL

MIXED STEEL,  UNIT 1 CLEAN CONDENSATE TANK,
753,000 GALLONS

-77.00 TN 65.97 /MH - - (22,099) (22,099)

MIXED STEEL,  UNIT 1 CONTAMINATED CONDENSATE
TANK, 500,000 GALLONS

-50.00 TN 65.97 /MH - - (14,350) (14,350)

MIXED STEEL,  UNIT 1 EQUALIZATION TANK. 220,600
GALLONS

-30.00 TN 65.97 /MH - - (8,610) (8,610)

MIXED STEEL, UNIT 1 POWER BLOCK, INCLUDING
TURBINE BLDG, BOILER HOUSE PREHTR FAN
ENCLOSURE & COAL BUNKERS

-4,250.00 TN 65.97 /MH - - (1,219,750) (1,219,750)

MIXED STEEL, REBAR RECOVERED, TURBINE PEDESTAL
FOUNDATION 140 LB/CY, UNIT 1

-467.00 TN 65.97 /MH - - (134,029) (134,029)

MIXED STEEL, UNIT 1 COOLING TOWER REINFORCING
RECOVERED

-440.00 TN 65.97 /MH - - (126,280) (126,280)

MIXED STEEL, ELEVATED FOUNDATION, UNIT 1 TURBINE
AND BLR BLDGS, REINFORCING

-110.00 TN 65.97 /MH - - (31,570) (31,570)

MIXED STEEL, MAIN BOILER AND APPURTENANCES,
UNIT 1

-12,160.00 TN 65.97 /MH - - (3,489,920) (3,489,920)

MIXED STEEL, FD & ID FANS, UNIT 1 -6,135.00 TN 65.97 /MH - - (1,760,745) (1,760,745)
MIXED STEEL, DUCTWORK W/BREECHINGS AND STEEL
SUPPORTS, UNIT 1

-1,922.00 TN 65.97 /MH - - (551,614) (551,614)

MIXED STEEL, FEEDWATER DEARATING EQUIPMENT,
UNIT 1

-215.00 TN 65.97 /MH - - (61,705) (61,705)

MIXED STEEL, WATER TREATMENT DEMINERALIZATION
& CHEMICAL TREATMENT EQUIPMENT, UNIT 1

-269.00 TN 65.97 /MH - - (77,203) (77,203)

MIXED STEEL, UNIT 1 CONDENSER -792.00 TN 65.97 /MH - - (227,304) (227,304)
MIXED STEEL, MATERIAL HANDLING EQUIPMENT - UNIT
1 ASH HANDLING EQUIPMENT

-377.00 TN 65.97 /MH - - (108,199) (108,199)

MIXED STEEL, MATERIAL HANDLING EQUIPMENT - UNIT
1 FUEL EQUIPMENT, CONVEYORS INCL TRUSSES &
BENTS

-1,432.00 TN 65.97 /MH - - (410,984) (410,984)

MIXED STEEL, TURBINE GENERATOR, UNIT 1 -2,045.00 TN 65.97 /MH - - (586,915) (586,915)
MIXED STEEL, CIRCULATING WATER EQUIPMENT, UNIT 1 -484.00 TN 65.97 /MH - - (138,908) (138,908)
MIXED STEEL, MECHANICAL EQUIPMENT - UNIT 1 MISC.
POWER PLANT EQUIPMENT

-613.00 TN 65.97 /MH - - (175,931) (175,931)

MIXED STEEL, MECHANICAL EQUIPMENT -  UNIT 1 DUST
COLLECTORS

-269.00 TN 65.97 /MH - - (77,203) (77,203)

MIXED STEEL, PIPING - UNIT 1 BOILER PLANT AND
TURBINE PIPING

-2,690.00 TN 65.97 /MH - - (772,030) (772,030)

MIXED STEEL, MECHANICAL EQUIPMENT -
PRECIPITATORS UNIT 1

-1,000.00 TN 65.97 /MH - - (287,000) (287,000)

MIXED STEEL, GENERATOR BUS TRANSFORMERS UNIT
1 MAIN POWER TRANSFORMER

-180.50 TN 65.97 /MH - - (51,804) (51,804)

MIXED STEEL, STATION AUXILIARY TRANSFORMERS,
UNIT 1 MAIN AUX TRANSFORMERS

-56.00 TN 65.97 /MH - - (16,072) (16,072)

MIXED STEEL, MECHANICAL EQUIPMENT - SCR UNIT 1 -664.00 TN 65.97 /MH - - (190,568) (190,568)
  MIXED STEEL (10,540,793) (10,540,793)

18.20.00 STAINLESS STEEL
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ESTIMATE NO.: 31982B AMERICAN ELECTRIC POWER
PROJECT NO.: 11488-066 Decommissioning Study Mitchell Plant
ISSUE DATE: 3/20/2013 Units 1, 2 and Common Facilities
PREP./REV.: RCK/JAE
APPROVED: MNO

Area Group Phase Description Notes Quantity Man Hours Crew Rate Labor Cost Material Cost Subcontract
Cost

Process
Equipment

Cost
Total Cost

18.20.00 STAINLESS STEEL
STAINLESS STEEL, TANK, UNIT 1 ABSORBER REACTION
TANK

-462.00 TN 65.97 /MH - - (645,414) (645,414)

  STAINLESS STEEL (645,414) (645,414)

18.30.00 COPPER
COPPER, UNIT 1 CONDENSER CU / NI TUBES -373.00 TN 65.97 /MH - - (2,271,943) (2,271,943)
COPPER, GENERATOR BUS TRANSFORMERS UNIT 1
MAIN POWER TRANSFORMER

-200.00 TN 65.97 /MH - - (1,218,200) (1,218,200)

COPPER, STATION AUXILIARY TRANSFORMERS, UNIT 1
MAIN AUX TRANSFORMERS

-53.00 TN 65.97 /MH - - (322,823) (322,823)

  COPPER (3,812,966) (3,812,966)
  SCRAP VALUE (14,999,173) (14,999,173)
Unit 1 190,383 13,835,429 57,550 (14,999,173) (1,106,194)

Unit 2
10.00.00 WHOLE PLANT DEMOLITION

10.22.00 CONCRETE
BUILDING PAD FOUNDATION 110 LB/CY, UNIT 2 COOLING
TOWER BASIN

8,840.00 CY 9,945 75.99 /MH 755,721 - - 755,721

ELEVATED FOUNDATION 110/CY, UNIT 2 COOLING
TOWER SHELL

9,200.00 CY 5,511 75.99 /MH 418,766 - - 418,766

ELEVATED FOUNDATION , UNIT 2 TURBINE AND BLR
BLDGS

2,000.00 CY 1,198 75.99 /MH 91,036 - - 91,036

TURBINE PEDESTAL FOUNDATION 140 LB/CY, UNIT 2 7,778.00 CY 14,000 75.99 /MH 1,063,890 - - 1,063,890
  CONCRETE 30,654 2,329,413 2,329,413

10.23.00 STEEL
DUCTWORK W/BREECHINGS AND STEEL SUPPORTS,
UNIT 2

1,022.00 TN 2,731 65.97 /MH 180,150 - - 180,150

  STEEL 2,731 180,150 180,150

10.24.00 ARCHITECTURAL
BUILDING, UNIT 2 POWER BLOCK, INCLUDING TURBINE
BLDG, BOILER HOUSE PREHTR FAN ENCLOSURE &
COAL BUNKERS

8,500,000.00 CF 85,000 75.09 /MH 6,382,650 - - 6,382,650

  ARCHITECTURAL 85,000 6,382,650 6,382,650

10.31.00 MECHANICAL EQUIPMENT
MAIN BOILER AND APPURTENANCES, UNIT 2 12,160.00 TN 24,624 71.44 /MH 1,759,139 - - 1,759,139
FD & ID FANS, UNIT 2 6,135.00 TN 12,423 71.44 /MH 887,526 - - 887,526
FEEDWATER DEARATING EQUIPMENT, UNIT 2 215.00 TN 435 65.69 /MH 28,600 - - 28,600
TANK,  UNIT 2 CLEAN CONDENSATE TANK, 753,000
GALLONS

60' DIA X 40' HIGH 77.00 TN 206 65.69 /MH 13,515 - - 13,515

TANK,  UNIT 2 CONTAMINATED CONDENSATE TANK,
500,000 GALLONS

50' DIA X 35' HIGH 50.00 TN 134 65.69 /MH 8,776 - - 8,776

TANK, UNIT 2  EQUALIZATION TANK. 220,600 GALLONS 38' DIA X 30' HIGH 30.00 TN 80 65.69 /MH 5,266 - - 5,266
TANK, UNIT 2 ABSORBER REACTION TANK 462.00 TN 1,234 65.69 /MH 81,092 - - 81,092
WATER TREATMENT DEMINERALIZATION & CHEMICAL
TREATMENT EQUIPMENT, UNIT 2

269.00 TN 545 65.69 /MH 35,783 - - 35,783

TURBINE GENERATOR, UNIT 2 2,045.00 TN 4,141 65.69 /MH 272,031 - - 272,031
CONDENSER, UNIT 2 1,165.00 TN 2,359 65.69 /MH 154,971 - - 154,971
CIRCULATING WATER EQUIPMENT, UNIT 2 484.00 TN 980 65.69 /MH 64,383 - - 64,383
COOLING TOWER, UNIT 2 REMOVE FILL 690,000.00 CF 4,140 65.69 /MH 271,957 - - 271,957
MECHANICAL EQUIPMENT - UNIT 2 MISC. POWER PLANT
EQUIPMENT

613.00 TN 1,241 65.69 /MH 81,543 - - 81,543

MECHANICAL EQUIPMENT - DEMOLISH UNIT 2 TURBINE
ROOM OVERHEAD CRANE

1.00 LS 315 65.69 /MH 20,692 - - 20,692

MECHANICAL EQUIPMENT -  UNIT 2 DUST COLLECTORS 269.00 TN 545 65.69 /MH 35,783 - - 35,783
MECHANICAL EQUIPMENT - PRECIPITATORS UNIT 2 1,000.00 TN 2,025 65.69 /MH 133,022 - - 133,022
MECHANICAL EQUIPMENT - SCR UNIT 2 664.00 TN 1,345 65.69 /MH 88,327 - - 88,327
  MECHANICAL EQUIPMENT 56,772 3,942,404 3,942,404
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ESTIMATE NO.: 31982B AMERICAN ELECTRIC POWER
PROJECT NO.: 11488-066 Decommissioning Study Mitchell Plant
ISSUE DATE: 3/20/2013 Units 1, 2 and Common Facilities
PREP./REV.: RCK/JAE
APPROVED: MNO

Area Group Phase Description Notes Quantity Man Hours Crew Rate Labor Cost Material Cost Subcontract
Cost

Process
Equipment

Cost
Total Cost

10.33.00 MATERIAL HANDLING EQUIPMENT
MATERIAL HANDLING EQUIPMENT - UNIT 2 ASH
HANDLING EQUIPMENT

377.00 TN 763 65.69 /MH 50,149 - - 50,149

MATERIAL HANDLING EQUIPMENT - UNIT 2 FUEL
EQUIPMENT, CONVEYORS INCL TRUSSES & BENTS

1,432.00 TN 2,900 65.69 /MH 190,488 - - 190,488

  MATERIAL HANDLING EQUIPMENT 3,663 240,637 240,637

10.34.00 HVAC
HVAC - UNIT 2 1.00 LS 1,695 65.69 /MH 111,345 - - 111,345
  HVAC 1,695 111,345 111,345

10.35.00 PIPING
PIPING - UNIT 2 BOILER PLANT AND TURBINE PIPING 2,690.00 TN 5,719 65.69 /MH 375,677 - - 375,677
  PIPING 5,719 375,677 375,677

10.41.00 ELECTRICAL EQUIPMENT
GENERATOR BUS TRANSFORMERS UNIT 2 MAIN POWER
TRANSFORMER

328.00 TN 876 65.69 /MH 57,572 - - 57,572

STATION AUXILIARY TRANSFORMERS, UNIT 2 MAIN AUX
TRANSFORMERS

109.00 TN 291 65.69 /MH 19,132 - - 19,132

  ELECTRICAL EQUIPMENT 1,168 76,704 76,704

10.86.00 WASTE
WASTE - UNIT 2 COOLING TOWER FILL FIBERGLASS AND WOOD 2,555.00 CY 256 65.69 /MH 16,784 25,550 - - 42,334
WASTE - USER DEFINED - UNIT 2 BLDG WASTE 3,200.00 CY 320 65.69 /MH 21,021 32,000 - - 53,021
  WASTE 576 37,805 57,550 95,355
  WHOLE PLANT DEMOLITION 187,978 13,676,784 57,550 13,734,334

18.00.00 SCRAP VALUE
18.10.00 MIXED STEEL

MIXED STEEL,  UNIT 2 CLEAN CONDENSATE TANK,
753,000 GALLONS

-77.00 TN 65.97 /MH - - (22,099) (22,099)

MIXED STEEL,  UNIT 2 CONTAMINATED CONDENSATE
TANK, 500,000 GALLONS

-50.00 TN 65.97 /MH - - (14,350) (14,350)

MIXED STEEL,  UNIT 2 EQUALIZATION TANK. 220,600
GALLONS

-30.00 TN 65.97 /MH - - (8,610) (8,610)

MIXED STEEL, UNIT 2 POWER BLOCK, INCLUDING
TURBINE BLDG, BOILER HOUSE PREHTR FAN
ENCLOSURE & COAL BUNKERS

-4,250.00 TN 65.97 /MH - - (1,219,750) (1,219,750)

MIXED STEEL, REBAR RECOVERED, TURBINE PEDESTAL
FOUNDATION 140 LB/CY, UNIT 2

-467.00 TN 65.97 /MH - - (134,029) (134,029)

MIXED STEEL, UNIT 2 COOLING TOWER REINFORCING
RECOVERED

-440.00 TN 65.97 /MH - - (126,280) (126,280)

MIXED STEEL, ELEVATED FOUNDATION , UNIT 2
TURBINE AND BLR BLDGS, REINFORCING

-110.00 TN 65.97 /MH - - (31,570) (31,570)

MIXED STEEL, MAIN BOILER AND APPURTENANCES,
UNIT 2

-12,160.00 TN 65.97 /MH - - (3,489,920) (3,489,920)

MIXED STEEL, FD & ID FANS, UNIT 2 -6,135.00 TN 65.97 /MH - - (1,760,745) (1,760,745)
MIXED STEEL, DUCTWORK W/BREECHINGS AND STEEL
SUPPORTS, UNIT 2

-1,022.00 TN 65.97 /MH - - (293,314) (293,314)

MIXED STEEL, FEEDWATER DEARATING EQUIPMENT,
UNIT 2

-215.00 TN 65.97 /MH - - (61,705) (61,705)

MIXED STEEL, WATER TREATMENT DEMINERALIZATION
& CHEMICAL TREATMENT EQUIPMENT, UNIT 2

-269.00 TN 65.97 /MH - - (77,203) (77,203)

MIXED STEEL, UNIT 2 CONDENSER -792.00 TN 65.97 /MH - - (227,304) (227,304)
MIXED STEEL, MATERIAL HANDLING EQUIPMENT - UNIT
2 ASH HANDLING EQUIPMENT

-377.00 TN 65.97 /MH - - (108,199) (108,199)

MIXED STEEL, MATERIAL HANDLING EQUIPMENT - UNIT
2 FUEL EQUIPMENT, CONVEYORS INCL TRUSSES &
BENTS

-1,432.00 TN 65.97 /MH - - (410,984) (410,984)

MIXED STEEL, TURBINE GENERATOR, UNIT 2 -2,045.00 TN 65.97 /MH - - (586,915) (586,915)
MIXED STEEL, CIRCULATING WATER EQUIPMENT, UNIT 2 -484.00 TN 65.97 /MH - - (138,908) (138,908)
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ESTIMATE NO.: 31982B AMERICAN ELECTRIC POWER
PROJECT NO.: 11488-066 Decommissioning Study Mitchell Plant
ISSUE DATE: 3/20/2013 Units 1, 2 and Common Facilities
PREP./REV.: RCK/JAE
APPROVED: MNO
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Equipment
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18.10.00 MIXED STEEL
MIXED STEEL, MECHANICAL EQUIPMENT - UNIT 2 MISC.
POWER PLANT EQUIPMENT

-613.00 TN 65.97 /MH - - (175,931) (175,931)

MIXED STEEL, MECHANICAL EQUIPMENT -  UNIT 2 DUST
COLLECTORS

-269.00 TN 65.97 /MH - - (77,203) (77,203)

MIXED STEEL, PIPING - UNIT 2 BOILER PLANT AND
TURBINE PIPING

-2,690.00 TN 65.97 /MH - - (772,030) (772,030)

MIXED STEEL, MECHANICAL EQUIPMENT -
PRECIPITATORS UNIT 2

-1,000.00 TN 65.97 /MH - - (287,000) (287,000)

MIXED STEEL, GENERATOR BUS TRANSFORMERS UNIT
2 MAIN POWER TRANSFORMERS

-180.50 TN 65.97 /MH - - (51,804) (51,804)

MIXED STEEL, STATION AUXILIARY TRANSFORMERS,
UNIT 2 MAIN AUX TRANSFORMERS

-56.00 TN 65.97 /MH - - (16,072) (16,072)

MIXED STEEL, MECHANICAL EQUIPMENT - SCR UNIT 2 -664.00 TN 65.97 /MH - - (190,568) (190,568)
  MIXED STEEL (10,282,493) (10,282,493)

18.20.00 STAINLESS STEEL
STAINLESS STEEL, TANK, UNIT 2 ABSORBER REACTION
TANK

-462.00 TN 65.97 /MH - - (645,414) (645,414)

  STAINLESS STEEL (645,414) (645,414)

18.30.00 COPPER
COPPER, UNIT 2 CONDENSER CU / NI TUBES -373.00 TN 65.97 /MH - - (2,271,943) (2,271,943)
COPPER, GENERATOR BUS TRANSFORMERS UNIT 2
MAIN POWER TRANSFORMER

-147.50 TN 65.97 /MH - - (898,423) (898,423)

COPPER, STATION AUXILIARY TRANSFORMERS, UNIT 2
MAIN AUX TRANSFORMERS

-53.00 TN 65.97 /MH - - (322,823) (322,823)

  COPPER (3,493,189) (3,493,189)
  SCRAP VALUE (14,421,095) (14,421,095)
Unit 2 187,978 13,676,784 57,550 (14,421,095) (686,761)
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DIRECT TESTIMONY OF  
AMY J. ELLIOTT, ON BEHALF OF  
KENTUCKY POWER COMPANY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
 

I. INTRODUCTION 

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND TITLE. 1 

A. My name is Amy J. Elliott.  I am a Regulatory Consultant for Kentucky Power Company 2 

(“Kentucky Power” or the “Company”) and my business address is 101 A Enterprise Drive, 3 

Frankfort, Kentucky 40601. 4 

II. BACKGROUND 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL AND PROFESSIONAL 5 

BACKGROUND. 6 

A. In 2000, I received a Bachelor of Arts degree in Economics from Transylvania University in 7 

Lexington, Kentucky. I worked for the Tennessee Department of Commerce and Insurance as 8 

an Insurance Examiner from early 2002 through late 2005 before moving back to Kentucky 9 

and consulting with insurance companies in connection with field audits.  I accepted my 10 

present position with Kentucky Power in 2008.  In 2012, I received a Master of Business 11 

Administration degree from the University of Massachusetts at Amherst. 12 

Q. WHAT ARE YOUR PRINCIPAL AREAS OF RESPONSIBILITY WITH KPCO? 13 

A.  In addition to general regulatory duties, I am responsible for compiling the monthly 14 

Environmental Surcharge and Fuel Adjustment Clause (“FAC”) reports.    15 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE ANY REGULATORY 16 

COMMISSIONS? 17 
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 Yes, I testified before the Kentucky Public Service Commission in two six-month reviews of 1 

the Company’s FAC, Case No. 2013-00261 and Case No. 2013-00444.  I also submitted pre-2 

filed testimony in two six-month reviews of the Company’s Environmental Surcharge, Case 3 

No. 2014-00052 and Case No. 2014-00322.   4 

III. PURPOSE OF YOUR TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?  5 

A.  The purpose of my testimony in this proceeding is to support the Company’s Application for 6 

Approval of its Fourth Amended Environmental Compliance Plan (“2014 Plan” or “Plan”).  7 

In particular, my testimony covers the following topics: 8 

• Changes to the Company’s Environmental Compliance Plan included in the proposed 9 
Fourth Amendment; 10 

• The Calculation of the Company’s monthly environmental base requirement; 11 

• Changes to the Company’s Tariff E.S.; and  12 

• Recovery of costs associated with the Mitchell flue gas desulfurization (“FGD”) 13 
system. 14 

Q.   PLEASE IDENTIFY THE OTHER WITNESSES WHOSE TESTIMONY SUPPORTS 15 

KENTUCKY POWER’S ENVIRONMENTAL COMPLIANCE PLAN. 16 

A. 17 

Witness Title Testimony Support 
William E. Avera 

Adrien M. McKenzie 
Financial Concepts and 

Applications Consultants Cost of Equity 

Jeffrey  B. Bartsch Director, Tax Accounting & 
Regulatory Support Tax Consequences 

David A. Davis Manager, Property Accounting 
Policy and Research Depreciation Calculation 

Jeffrey D. LaFleur Vice President, Generating 
Assets 

Project Descriptions and 
Cost Estimates 

John M. McManus Vice President, Environmental 
Services 

Environmental Laws and 
Regulations 
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Q. PLEASE LIST THE EXHIBITS TO YOUR TESTIMONY THAT YOU PREPARED: 1 

A.   I prepared the following exhibits to my testimony: 2 

• AJE-1 - 2014 Environmental Compliance Plan 3 

• AJE-2 - Environmental Surcharge Tariff (Tariff E.S.) showing changes from the 4 
current tariff 5 

• AJE-3 - Total Base Revenue Requirement Summary 6 

• AJE-4 - Estimated Mitchell FGD annual revenue requirement  7 

• AJE-5 - Mitchell Gross Revenue Conversion Factor 8 

IV. KENTUCKY POWER’S FOURTH AMENDED  
ENVIRONMENTAL COMPLIANCE PLAN 

Q. PLEASE EXPLAIN WHY THE COMPANY IS UPDATING ITS ENVIRONMENTAL 9 

COMPLIANCE PLAN. 10 

A. The Company’s current Environmental Compliance Plan is the 2007 Plan.  The Company is 11 

proposing to update its current Environmental Compliance Plan with the 2014 Plan to reflect 12 

changes in the Company’s environmental projects.  The Company’s environmental projects 13 

are those necessary to comply with the Federal Clean Air Act as amended and or other 14 

federal, state, or local environmental requirements which apply to coal combustion wastes 15 

(“Environmental Requirements”).  The proposed 2014 Plan, attached as Exhibit AJE-1, 16 

reflects changes since the filing of the 2007 Plan in the Company’s generation portfolio.  17 

These changes include: 18 

• The December 31, 2013 transfer to Kentucky Power of an undivided  50% interest in 19 
the Mitchell Plant, including environmental projects not included in the company’s 20 
current Environmental Compliance Plan, located in Moundsville, West Virginia (the 21 
“Mitchell Transfer”);  22 

• The planned retirement of Big Sandy Unit 2 no later than June 1, 2015; 23 
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• The planned conversion of Big Sandy Unit 1 to natural gas by June 30, 2016;  1 

• The January 1, 2014 termination of the AEP East-System Pool; 2 

• The addition of environmental projects at the Mitchell and Rockport Plants; and 3 

• Planned environmental projects at the Rockport Plant. 4 

Q. HAS THE COMPANY REVISED ITS ENVIRONMENTAL SURCHARGE TARIFF 5 

TO REFLECT THE CHANGES PROPOSED IN THIS PLAN? 6 

A. Yes.  Please see Exhibit AJE-2.  The changes to Tariff E.S. are described in more detail later 7 

in my testimony. 8 

Previously-Approved Projects Being Removed From 2014 Plan 9 

Q.   IS THE COMPANY PROPOSING TO REMOVE ANY PREVIOUSLY-APPROVED 10 

ENVIRONMENTAL PROJECTS IN ITS 2014 PLAN? 11 

A. Yes.  The Company is proposing to remove the following categories of environmental 12 

projects from its Environmental Compliance Plan: 13 

• Environmental Projects previously included as a result of Kentucky Power’s 14 
participation in the AEP East-System Pool; and  15 

• Environmental Projects at the Big Sandy Plant, with the exception of Big Sandy Title 16 
IV, CSAPR and NOX allowances. 17 

Q. WHY IS THE COMPANY REMOVING THE POOL-RELATED ENVIRONMENTAL 18 

PROJECTS? 19 

A. As mentioned above, the AEP East-System Pool terminated effective January 1, 2014.  With 20 

the termination, Kentucky Power no longer incurs costs for pool-related environmental 21 

projects and likewise does not include pool-related environmental costs in its environmental 22 

surcharge filings.  23 
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Q.  WHY DID THE COMPANY REMOVE THE BIG SANDY PROJECTS FROM THE 1 

2014 PLAN? 2 

A.   First, to comply with the requirements of the Mercury and Air Toxics Standards (“MATS”) 3 

Rule, Kentucky Power will retire Big Sandy Unit 2 no later than June 1, 2015.  Second, 4 

Kentucky is proposing the Big Sandy 1 Operation Rider (“BS1OR”) which would serve to 5 

recover all of the operations and maintenance expenses for Big Sandy 1, including those 6 

costs which would otherwise be recoverable through the environmental surcharge.  The 7 

BS1OR is described in more detail in the testimony of Company Witness Wohnhas.  Because 8 

the Company is proposing to recover all of Big Sandy Unit 1 expenses through the BS1OR 9 

and because Big Sandy Unit 2 will retire, the Company is removing the Big Sandy 10 

Environmental projects from its Environmental Compliance Plan.   11 

Q. WHAT PREVIOUSLY APPROVED ENVIRONMENTAL PROJECTS WILL 12 

REMAIN IN THE COMPANY’S ENVIRONMENTAL PLAN AFTER THE POOL 13 

AND BIG SANDY RELATED PROJECTS ARE REMOVED? 14 

A. The 2014 Environmental Compliance Plan removes all but the following currently included 15 

environmental projects from Kentucky Power’s Environmental Compliance Plan: 16 

• Mitchell Units 1 and 2 Water Injection, Low NOX Burners, Low NOX Burner 17 
Modification, SCR, FGD, Landfill, Coal Blending Facilities and SO3 Mitigation; 18 

• Mitchell Plant Common CEMS, Replace Burner Barrier Valves and Gypsum Material 19 
Handling Facilities; 20 

• Continuous Emission Monitors (CEMS) - Rockport Plant; 21 

• Rockport Units 1 and 2 Low NOX Burners, Over Fire Air, and Landfill; 22 

• Title V Air Emission Fees at Mitchell and Rockport Plants; 23 

• Costs associated with NOx Allowances; and 24 
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• Costs associated with SO2 Allowances. 1 

Q. IF IT WERE NOT PROPOSING BOTH THE BSRR AND THE BS1OR, WOULD 2 

THE COMPANY BE PROPOSING TO REMOVE THE BIG SANDY 3 

ENVIRONMENTAL COMPLIANCE PROJECTS FROM ITS PLAN? 4 

A. No.  The Company is proposing to recover the operational costs associated with the currently 5 

approved environmental projects at Big Sandy Unit 1 as part of the costs recovered through 6 

the BS1OR.  The remaining environmental capital investment for environmental projects 7 

associated with Big Sandy Unit 1 will be included as part of those costs recovered through 8 

the BSRR.  If the Company were not proposing these riders, the Big Sandy Unit 1 9 

environmental projects would remain in the Company’s Environmental Compliance Plan, 10 

and all costs associated with those projects would flow through the environmental surcharge. 11 

Q. WHY DID THE COMPANY KEEP THE BIG SANDY EMISSION ALLOWANCES 12 

IN THE 2014 PLAN? 13 

A. The Company retained the emissions allowances for Big Sandy in the proposed 2014 Plan for 14 

two reasons.  First, the Company records allowances on a per-Company basis allowing it to 15 

utilize allowances at other Kentucky Power plants.  Second, keeping the Big Sandy emission 16 

allowances in the Environmental Compliance Plan allows for any potential gains on those 17 

allowances to flow through the environmental surcharge to the customers. 18 

Mitchell Environmental Projects 19 

Q. PLEASE LIST THE MITCHELL PLANT’S ENVIRONMENTAL PROJECTS THAT 20 

THE COMPANY PROPOSES TO ADD IN ITS 2014 COMPLIANCE PLAN. 21 

A.   Kentucky Power proposes to add the following Mitchell Plant environmental projects 22 

through the 2014 Plan : 23 
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• Precipitator Modifications - Mitchell Plant Units 1 and 2; 1 

• Bottom Ash and Fly Ash Handling - Mitchell Plant Units 1 and 2; 2 

• Mercury Monitoring (MATS) - Mitchell Plant Units 1 and 2; 3 

• Dry Fly Ash Handling Conversion - Mitchell Plant Units 1 and 2; 4 

• Coal Combustion Waste Landfill - Mitchell Plant Units 1 and 2; and 5 

• Electrostatic Precipitator Upgrade - Mitchell Plant Unit 2. 6 

Q. PLEASE LIST THE MITCHELL ENVIRONMENTAL PROJECTS INCLUDED IN 7 

THE 2014 PLAN WHICH ARE NOT CURRENTLY IN SERVICE.  8 

A. Two of the Mitchell environmental projects in the 2014 Plan are not fully in service.  The 9 

next phase of the Coal Combustion Waste Landfill will not be in service until 2015.  10 

Similarly, the Electrostatic Precipitator Upgrade for Unit 2 will not be in service until 2015.   11 

Q. OF THE MITCHELL PLANT ENVIRONMENTAL PROJECTS, WHICH HAVE 12 

BEEN PLACED IN SERVICE SINCE THE DATE OF THE MITCHELL 13 

TRANSFER? 14 

A. Since the Mitchell Transfer occurred on December 31, 2013, the following environmental 15 

projects have been placed in service at the Mitchell Plant: 16 

• Mercury Monitoring (MATS); 17 

• Dry Fly Ash Handling Conversion; and  18 

• The initial phase of the Coal Combustion Waste Landfill. 19 

Q.  DID KENTUCKY POWER OBTAIN A CERTIFICATE OF PUBLIC 20 

CONVENIENCE AND NECESSITY (“CPCN”) PRIOR TO COMMENCING 21 

CONSTRUCTION FOR ANY OF THE MITCHELL ENVIRONMENTAL 22 

PROJECTS IN THE 2014 PLAN? 23 
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A. No.  The Company has not sought a CPCN for any of the Mitchell environmental projects 1 

included in the 2014 Plan.  These projects were underway at the time of the Mitchell Transfer 2 

and were identified during Case No. 2012-00578 as environmental works in progress. The 3 

project costs were included in the economic modeling performed by the Company in support 4 

of Mitchell Transfer. 5 

Q.  IS THE COMPANY PROPOSING TO INCLUDE CONSUMABLES FOR THE 6 

MITCHELL PLANT OTHER THAN THOSE WHICH HAVE PREVIOUSLY BEEN 7 

INCLUDED IN THE ENVIRONMENTAL SURCHARGE? 8 

A. Yes.  The Company is proposing to recover the costs of all consumables used in the 9 

operation of the approved environmental projects including polymer and lime hydrate.  10 

Additionally, the Company is proposing to include costs associated with limestone, trona, 11 

and urea which have previously been included in the Company’s share of the Mitchell 12 

environmental projects under the AEP East-System Pool. 13 

Rockport Environmental Projects 14 

Q. IS KENTUCKY POWER REQUESTING APPROVAL TO INCLUDE 15 

ENVIRONMENTAL PROJECTS FOR FACILITIES OTHER THAN THE 16 

MITCHELL PLANT? 17 

A. Yes.  Kentucky Power is seeking to include in the 2014 Plan in-service projects and near-18 

term planned projects for the Rockport Power Plant located in Rockport, Indiana.  Kentucky 19 

Power is a party to a FERC-approved unit power agreement (“UPA”) with AEP Generating 20 

Company that expires in 2022.  Under the UPA, Kentucky Power receives 30% of AEP 21 

Generating Company’s 50% share of the generation output at these two generating units and 22 

is responsible for 30% of AEP Generating Company’s costs.  23 
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Q. PLEASE LIST THE ROCKPORT PLANT’S ENVIRONMENTAL PROJECTS THE 1 

COMPANY IS PROPOSING TO ADD IN THE 2014 COMPLIANCE PLAN. 2 

A.   Kentucky Power proposes to add the following Mitchell Plant environmental projects 3 

through the 2014 Plan: 4 

• Precipitator Modifications – Rockport Plant Units 1 & 2; 5 

• Activated Carbon Injection (ACI) and Mercury Monitoring – Rockport Plant Units 1 6 
& 2; 7 

• Dry Sorbent Injection – Rockport Plant Units 1 & 2; and 8 

• Coal Combustion Waste Landfill Upgrade to Accept Type 1 Ash – Rockport Plant. 9 

Q. PLEASE LIST THE ROCKPORT PROJECTS INCLUDED IN THE PROPOSED 10 

2014 PLAN BUT ARE NOT YET IN SERVICE. 11 

A.  Kentucky Power is including in the 2014 Plan the following Rockport environmental projects 12 

that are not yet in service: 13 

• Dry Sorbent Injection (“DSI”) for Rockport Plant Units 1 and 2; and  14 

• Portions of the coal combustion waste landfill upgrade are not yet complete.   15 

Q. OF THE PROJECTS WHICH ARE CURRENTLY IN SERVICE FOR ROCKPORT, 16 

WAS KENTUCKY POWER BEING BILLED FOR ITS SHARE OF THE COST 17 

DURING THE TEST YEAR? 18 

A. Yes.  Kentucky Power was receiving its appropriate share of the costs through the Rockport 19 

Unit Power Bill.   20 

Q.  IS THE COMPANY ALSO PROPOSING TO RECOVER, THROUGH THE 21 

ENVIRONMENTAL SURCHARGE, ITS SHARE OF CONSUMABLE EXPENSES 22 

FOR THE ROCKPORT PLANT? 23 
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A. Yes.  The Company is proposing to recover the costs of all consumables used in the 1 

operation of the approved environmental projects including the brominated activated carbon 2 

used by the ACI system and the sodium bicarbonate that will be used by the DSI system. 3 

Emission Allowances 4 

Q. IS THE COMPANY PROPOSING TO ADD ANY NEW CATEGORIES OF 5 

EMISSION ALLOWANCES IN THE 2014 PLAN? 6 

A. Yes.  The Company is adding “Costs Associated with the CSAPR Allowances” as an 7 

environmental project in the 2014 Plan. 8 

Q. HOW ARE THE EMISSION ALLOWANCES ACCOUNTED FOR BY KENTUCKY 9 

POWER? 10 

A. Emission allowances are accounted for differently for compliance and accounting purposes.  11 

For compliance purposes, allowances are held and the allowances are surrendered to match 12 

consumption.  From an accounting perspective, emission allowances are kept on the 13 

company’s books at an average inventory cost of the allowances held.  For instance, when 14 

Cross-State Air Pollution Rule (“CSAPR”) emission allowances are allocated by the EPA, 15 

they are done so at zero cost.  As such, using these allowances for consumption would result 16 

in zero dollars in emission expense.  However, if Kentucky Power purchases allowances to 17 

meet its emission obligation, then (subsequent to purchase) each allowance held will be 18 

valued at the average cost of all allowances held in inventory including those allocated and 19 

purchased.   20 

Q. DOES KENTUCKY POWER PLAN TO ACCOUNT FOR CSAPR ALLOWANCES 21 

DIFFERENTLY THAN THOSE ALLOWANCES ASSOCIATED WITH PRIOR 22 

ENVIRONMENTAL REGULATIONS? 23 
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A. No.  Kentucky Power has been accounting for, and recovering costs associated with, Title IV 1 

SO2 allowances under the Clean Air Act as well as SO2 and NOx allowances under the Clean 2 

Air Interstate Rule (“CAIR”) over the lives of those rules.  In accordance with FERC 3 

Uniform System of Accounts CSAPR emission allowances will be held in different sub-4 

accounts to differentiate between them from allowances created under other regulations , but 5 

the allowances themselves will be subject to the same accounting procedures regarding 6 

value, gains and losses, and surrender, as the allowances under the other regulations.  7 

Kentucky Power also is proposing to recover the CSAPR emission allowances costs in the 8 

same manner as other environmental regulations, which is through the Environmental 9 

Surcharge.   10 

Q. IS IT REASONABLE FOR KENTUCKY POWER TO RECOVER THESE 11 

PRUDENTLY INCURRED COSTS ASSOCIATED WITH CSAPR EMISSIONS 12 

ALLOWANCES? 13 

A. Yes.  CSAPR is, in part, a replacement for CAIR, and Kentucky Power is proposing to 14 

recover the cost of emission allowances under CSAPR just as it has previously done under 15 

Title IV of the Clean Air Act and the CAIR.  Other than the fact that the allowances were 16 

created under a different rulemaking, there is no difference in the rationale for recovery of 17 

the costs associated with emission allowances.   18 

Q. HOW WILL COSTS ASSOCIATED WITH CSAPR ALLOWANCES BE 19 

RECOVERED THROUGH THE ENVIRONMENTAL SURCHARGE?  20 

A. Expenses associated with the consumption of the CSAPR allowances will only be recovered 21 

through the environmental surcharge as the allowances are consumed.  Otherwise, the 22 

Company would only earn a return on its inventory of CSAPR allowances. 23 
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Q.  DOES THE COMPANY CURRENTLY HAVE ANY CSAPR ALLOWANCES? 1 

A.   With the reinstatement of CSAPR, US EPA has placed CSAPR allowances in the facility’s 2 

allowance accounts.  Those allowances are allocated at zero cost.  In addition, the Company 3 

purchased 1,000 CSAPR SO2 allowances in 2011 for $350 each. 4 

Q.  IS THE COMPANY’S CURRENT INVENTORY OF CSAPR ALLOWANCES 5 

SUFFICIENT? 6 

A. The sufficiency of the Company’s inventory of CSAPR allowances is unknown.  If the 7 

generation output exceeds the current inventory, the Company will need to purchase 8 

additional allowances and those costs will flow through the environmental surcharge.  There 9 

is also the possibility that the Company will have CSAPR allowances in excess of its 10 

requirement.  If so, any gains on those allowances would also flow through the 11 

environmental surcharge. 12 

V. CALCULATION OF MONTHLY ENVIRONMENTAL  
BASE REVENUE REQUIREMENT 

Q. PLEASE EXPLAIN HOW THE MONTHLY ENVIRONMENTAL BASE REVENUE 13 

REQUIREMENT WAS CALCULATED.   14 

A.  The monthly environmental base revenue requirement was calculated in a step-wise fashion.  15 

First, test-year environmental costs were identified on a month-by-month basis.  Second, 16 

because of the termination of the AEP East-System Pool, pool-related costs incurred by 17 

Kentucky Power were removed for those months where the pool still existed (October 18 

through December 2013).   19 

Third, environmental project costs for Big Sandy Plant incurred during the test year 20 

were removed.  As described above, Big Sandy environmental project costs were removed 21 

because the Company is retiring Big Sandy Unit 2 no later than May 31, 2015 and, during the 22 
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transition from coal to natural gas-firing, all Big Sandy Unit 1 costs, including the costs 1 

associated with the unit’s environmental projects are proposed to be recovered via the Big 2 

Sandy 1 Operation Rider. 3 

Fourth, Mitchell Plant test year environmental project costs, exclusive of the costs 4 

associated with the Mitchell FGD system, were added.  The treatment of Mitchell FGD costs 5 

is discussed later in my testimony.  Because the Mitchell Transfer did not occur until 6 

December 31, 2013, Mitchell environmental project costs for October through December 7 

2013 were not included in the test year data.  Accordingly, the Company annualized the non-8 

FGD environmental projects costs for the Mitchell plant. 9 

Finally, the Company added additional Rockport test year expenses for operation and 10 

maintenance, depreciation, and return on rate base.   11 

The derivation of the monthly environmental base revenue requirement can be found 12 

at Exhibit AJE-3.  13 

Q.  WERE ALL OF THE COSTS FOR THE PROPOSED ENVIRONMENTAL 14 

PROJECTS INCLUDED IN THE BASE MONTHLY ENVIRONMENTAL COST 15 

CALCULATION? 16 

A.   No.  To properly identify the base level of environmental project costs, only the costs 17 

associated with projects which were in-service during the test year were included in the base 18 

level calculation.  The current revenue requirement, as calculated in each month’s 19 

environmental surcharge filing, will include the actual costs associated with in-service and 20 

approved environmental projects. 21 



ELLIOTT- 14 
 

 
Gross Revenue Conversion Factor 1 

Q. IS THE COMPANY PROPOSING ANY CHANGES TO ITS GROSS REVENUE 2 

CONVERSION FACTOR? 3 

A.   Yes.  As part of this case, the Company is proposing two changes to its method of calculating 4 

the gross revenue conversion factor (“GRCF”) used to calculate the rate base amount of 5 

environmental expenses.  First, the Company is proposing to remove the Section 199 6 

manufacturing deduction.  The rationale for removing the Section 199 deduction is described 7 

in the testimony of Company Witness Bartsch.  Second, the Company is proposing to apply a 8 

gross-up factor to the short-term debt, long-term debt, and accounts receivable financing that 9 

incorporates the Public Service Commission Assessment fee of 0.1952% and the 10 

uncollectible expense amount of 0.30%.   11 

Q.   WAS THE SECTION 199 DEDUCTION PREVIOUSLY APPLIED TO THE GROSS 12 

REVENUE CONVERSION FACTOR FOR ALL OF THE PROJECTS? 13 

A.  No.  In accordance with Commission Order Dated September 7, 2005, the Company has not 14 

included a Section 199 deduction in the GRCF used for calculating the environmental base 15 

for the Rockport Plant. 16 

VI. CHANGES TO THE ENVIRONMENTAL SURCHARGE 
TARIFF (TARIFF E.S.) 

Q. ARE THERE ANY PROPOSED CHANGES TO TARIFF E.S.? 17 

A. Yes.  The Company is proposing several changes to Tariff E.S.  First, the Company is 18 

proposing to eliminate the Environmental Surcharge Factor that was authorized by the 19 

Commission in Case No. 2012-00578.  Second, the Company is updating Tariff E.S. to 20 

reflect the new monthly base environmental costs as described above.  Third, the Company is 21 

modifying the Tariff to reflect the Rate of Return proposed in this case.  Fourth, the 22 
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Company is updating the revenue allocation and environmental surcharge factor calculations.  1 

Finally, the Company is updating the list of environmental projects to match those included 2 

in the 2014 Plan. 3 

Q. WHAT RATES OF RETURN ON EQUITY IS THE COMPANY PROPOSING FOR 4 

USE WITH THE ENVIRONMENTAL SURCHARGE? 5 

A. The Company is proposing a 10.62% return on equity for non-Rockport environmental 6 

projects.  This rate of return is supported in the testimony of Company Witnesses Avera and 7 

McKenzie.  The Company’s return on equity for environmental projects at the Rockport 8 

Plant is 12.16% as established by the FERC-approved Rockport UPA. 9 

Q.   PLEASE DESCRIBE THE CHANGE IN THE METHODOLOGY FOR 10 

ALLOCATING THE ENVIRONMENTAL REVENUE REQUIREMENT AMONG 11 

CUSTOMER CLASSES.  12 

A.  The Company will continue its current allocation methodology for allocating the 13 

environmental revenue requirement between retail and full requirements customers.  14 

Pursuant to Paragraph 6 of the Stipulation and Settlement Agreement in Case No. 2012-15 

00578 approved by the Commission’s Order dated October 7, 2013 (“Stipulation and 16 

Settlement Agreement”), the Company will allocate the retail share of the environmental 17 

revenue requirement between residential and non-residential customers based on the 18 

respective share of total revenues.  The Company will include the allocation in its monthly 19 

environmental surcharge filings. 20 

Q. HOW DID THE COMPANY MODIFY THE MONTHLY ENVIRONMENTAL 21 

SURCHARGE FACTOR FORMULA? 22 
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A. In accordance with Paragraph 6 of the Stipulation and Settlement Agreement, Kentucky 1 

Power will continue to calculate the monthly environmental surcharge factor for residential 2 

customers as a function of total revenues.  The Company will now calculate the monthly 3 

environmental surcharge factor for non-residential retail customers as a function of non-fuel 4 

revenues.  It is this final calculation, which is specified in the Stipulation and Settlement 5 

Agreement, that is a change from the current methodology. 6 

Q.  WILL THE PROPOSED CHANGES TO TARIFF E.S. REQUIRE ANY CHANGES 7 

TO THE MONTHLY ENVIRONMENTAL SURCHARGE FORMS? 8 

A. Yes.  Although the monthly forms were revised in January 2014 to remove the schedules for 9 

pool-related environmental projects, the current schedules do not include the Mitchell 10 

environmental projects.  Also, the current monthly forms do not provide for the change in the 11 

allocation methodology  for non-residential retail customers described above. 12 

VII. RECOVERY OF COSTS ASSOCIATED WITH THE MITCHELL FGD 

Q. WHY WERE THE MITCHELL FGD COSTS NOT INCLUDED IN THE BASE 13 

ENVIRONMENTAL COSTS? 14 

A. Paragraph 6 of the Stipulation and Settlement Agreement requires that all costs associated 15 

with the Mitchell FGD system be recovered through the environmental surcharge and 16 

excluded from base rates.  This recovery mechanism is to remain in place at least until the 17 

Commission sets new base rates for a period commencing after June 30, 2020 that includes 18 

the Mitchell FGD costs. 19 

Q. DID YOU PREPARE ANY RATE CASE ADJUSTMENTS TO REMOVE 20 

KENTUCKY POWER’S SHARE OF THE COSTS ASSOCIATED WITH THE 21 

MITCHELL FGD FROM THE TEST YEAR DATA? 22 
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A. Yes.  Please refer to W35 and W53 within Section V, Exhibit 2.  I prepared Adjustment W35 1 

to remove annualized costs associated with the Mitchell FGD operations and maintenance 2 

expenses.  Because Paragraph 6 of the Stipulation and Settlement Agreement requires that 3 

the Company recover all costs associated with the Mitchell FGD via the environmental 4 

surcharge, the Mitchell FGD O&M adjustment also includes the costs associated with 5 

gypsum disposal, limestone, lime hydrate, and polymer in addition to the depreciation, 6 

maintenance, and property tax expenses.  After applying the production demand allocation 7 

factor, the total adjustment amount is $14,879,350.   8 

Additionally, I prepared Adjustment W53 to remove the rate base amount of the 9 

Mitchell FGD.  The rate base deduction was determined by removing the accumulated 10 

depreciation and accumulated deferred income tax amounts from the electric plant in service 11 

amount.  The production demand allocation factor was then applied, resulting in a rate base 12 

deduction of $223,164,406.  13 

Q. DID YOU CALCULATE THE ANNUAL REVENUE REQUIREMENT FOR COSTS 14 

ASSOCIATED WITH THE MITCHELL FGD THAT WILL BE RECOVERED 15 

THROUGH THE ENVIRONMENTAL SURCHARGE? 16 

A. Yes.  I determined what the annual revenue requirement for the Mitchell FGD based on the 17 

period from July 2015 through June 2016.   18 

Q. WHY DID YOU CALCULATE THE ANNUAL REQUIREMENT BASED ON THE 19 

PERIOD FROM JULY 2015 THROUGH JUNE 2016? 20 

A. I utilized the July 2015 through June 2016 period because that is the first 12 month period 21 

following the anticipated date that the rates proposed in this case will go in to effect. 22 
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Q. PLEASE DESCRIBE THE PROCESS YOU USED TO CALCULATE THE ANNUAL 1 

REVENUE REQUIREMENT TO RECOVER COSTS ASSOCIATED WITH THE 2 

MITCHELL FGD. 3 

A. The derivation of the annual revenue requirement for the Mitchell FGD of $34,391,339 is 4 

shown on Exhibit AJE-4.  As I did in developing the monthly environmental base revenue 5 

requirement, I calculated the revenue requirement for the Mitchell FGD in a step-wise 6 

fashion.  The step-wise process I utilized produced monthly revenue requirements, which I 7 

subsequently summed for the annual period described above. 8 

First, I determined the Mitchell FGD rate base by subtracting the monthly 9 

depreciation amount and the monthly accumulated deferred federal income tax (“ADFIT”) 10 

amount from Kentucky Power’s share of the original cost of the Mitchell FGD.  Next, I 11 

calculated the monthly return on rate base utilizing the weighted average cost of capital 12 

(“WACC”) proposed in this case. 13 

I then added the month return on rate base values to the monthly operation and 14 

maintenance (“O&M”) expenses associated with the Mitchell FGD.  To determine the 15 

monthly Mitchell O&M expenses, I utilized the annualized test year operation and 16 

maintenance expenses associated with the Mitchell FGD.  The addition of the monthly return 17 

on rate base requirement with the monthly O&M expenses produces a total monthly revenue 18 

requirement for the costs associated with the Mitchell FGD.  I next applied the estimated 19 

retail allocation factor to determine the monthly retail revenue requirement for the Mitchell 20 

FGD. 21 

My final step was to sum the monthly revenue requirements for the annual period 22 

from July 2015 through June 2016  23 
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Q.   WHAT DEPRECIATION RATE WAS USED TO CALCULATE THE 1 

DEPRECIATION EXPENSE FOR THE MITCHELL FGD? 2 

A. As is reflected in the exhibits of Company Witness Davis, the Company is proposing a 3 

3.13% depreciation rate for projects within account 312 – Boiler Plant Equipment.  This is 4 

the depreciation rate utilized in developing the depreciation expense for the Mitchell FGD. 5 

Q.   WHAT COST OF EQUITY RATE DID THE COMPANY USE TO CALCULATE 6 

THE REVENUE REQUIREMENT FOR THE MITCHELL FGD? 7 

A.   The WACC, as calculated on Exhibit AJE-5 and utilized to calculate the required monthly 8 

return on rate base for the Mitchell FGD, included the 10.62% rate of return on equity 9 

proposed by the Company in this case.  The basis for using a 10.62% rate of return is 10 

included in the testimony of Company Witnesses Avera and McKenzie. 11 

V. CONCLUSION 

Q. IS IT FAIR, JUST, AND REASONABLE TO RECOVER, THROUGH EITHER THE 12 

ENVIRONMENTAL SURCHARGE OR BASE RATES THE ENVIRONMENTAL 13 

COSTS ASSOCIATED WITH THE 2014 ENVIRONMENTAL COMPLIANCE 14 

PLAN? 15 

A. Yes.   16 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 17 

A. Yes.    18 



Project Plant Pollutant Description In-Service Year

1 Mitchell NOX, SO2, and SO3

Mitchell Units 1 and 2 Water Injection, Low NOX Burners, Low NOX Burner 
Modification, SCR, FGD, Landfill, Coal Blending Facilities and SO3 

Mitigation
1993-1994-2002-2007

2 Mitchell SO2 , NOX, and Gypsum Mitchell Plant Common CEMS, Replace Burner Barrier Valves and Gypsum 
Material Handling Facilities 1993-2004-2007

3 Rockport SO2 / NOX Continuous Emission Monitors (CEMS) - Rockport Plant 1994
4 Rockport NOX, Fly Ash, and Bottom Ash Rockport Units 1 and 2 Low NOX Burners, Over Fire Air, and Landfill 2003-2008

5 Mitchell and 
Rockport

SO2/NOX/Particulates/VOC and etc. Title V Air Emission Fees at Mitchell and Rockport Plants Annual

6
Big Sandy, 

Mitchell, and 
Rockport

NOX Costs Associated with Nox Allowances As-Needed

7
Big Sandy, 

Mitchell, and 
Rockport

SO2 Costs Associated with SO2 Allowances As-Needed

Project Plant Pollutant Description In-Service Year

8
Big Sandy, 

Mitchell, and 
Rockport

SO2 / NOX Costs associated with the CSAPR Allowances As-Needed

9 Mitchell Particulates Precipitator Modifications - Mitchell Plant Units 1 and 2 2007-2013
10 Mitchell Particulates Bottom Ash and Fly Ash Handling - Mitchell Plant Units 1 and 2 2008 & 2010
11 Mitchell Mercury Mercury Monitoring (MATS) - Mitchell Plant Units 1 and 2 2014
12 Mitchell Selenium Dry Fly Ash Handling Conversion - Mitchell Plant Units 1 and 2 2014

13 Mitchell Fly Ash, Bottom Ash, Gypsum, and 
WWTP Solids Coal Combustion Waste Landfill - Mitchell Plant Units 1 and 2 2014 & 2015

14 Mitchell Particulates Electrostatic Precipitator Upgrade - Mitchell Plant Unit 2 2015

15 Rockport Particulates Precipitator Modifications -  Rockport Plant Units 1 & 2 2004-2009

16 Rockport Mercury Activated Carbon Injection (ACI)  and Mercury Monitoring - Rockport Plant 
Units 1 & 2 2009-2010

17 Rockport HAPS Dry Sorbent Injection - Rockport Plant Units 1 and 2 2015

18 Rockport Fly Ash and Bottom Ash Coal Combustion Waste Landfill Upgrade To Accept Type 1 Ash -- Rockport 
Plant 2013 & 2015

Kentucky Power Company's Previously Approved Environmental Compliance Projects

Kentucky Power Company's Proposed Environmental Compliance Projects

Exhibit AJE-1 
Page 1 of 1 
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KENTUCKY POWER COMPANY 

APPLICABLE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET '10. 29-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-1 

TARIFFE.S. 
(Environmental Surcharge) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D. 2, S.G.S., !l.<j>el'imontlll S.G.S.-T.O.D., M.G.S., M.G.S.- T 
T.O.D., L.G.S., L.G.S.-T.O.D., Q.P., G.I.P.-'J;.Q±l., lG.S, G.S.-I.R.P., M.W., O.L., and S.L. T 

Ia aeeef<laneo with the !ltiJ*!!aHen am! Sott!Oillillll Agreem<mHJpprovecl i>y tho Gotnl¥1issieA loy its-Gnl~2.0!3 in Ga5e Ne.-20-h!-
00578, the Mentlll; -I--StwehaFge-l'a6!ef-will-·b<Hil<e4-an~~G%-·ufltit-lleW-h~:es ""' first establishetl hy 
Gemmission a'hf---the: ef:feeti\"e date of tHis tariff 'Nilh~af&..t-o the ealeulatlon of the--Monthly En-vi-room:01Hal-Sumharge ¥aetor uadsf 
j'>al'agr3jilis 1 alfoagh 1 below~ 

The environmental surcharge shall provide for monthly a4fustments based on a percent of revenues, equal to the difference bet.veen the 
environmental compliance costs in the base period as provided in Paragraph J 2 below and in the current period as prfWided in Paragraph 3 
below. 

The rctaiJ share of the revenue requirement will tOOn-bc allocated between residential and non~residential retail customers based upon their 
respective total revenues during the previous calendar year. The Enviromnenta1 Surcharge will be implemented as a percentage of total revenues 
fur the residential dass and as a percentage of non-fuel revenues for an other customers. wHen new Base rates are sstablished. 

·1. TRe envire:HRteH~af surehafge shall previEle for Rle:fltl:Jly ad}usta1effis l:lasetl en a f:Jereeat efrevooues, CEfHal 00 
--til<Hliff-<>~~ta!-oolllj>llan-s·ffi411,.._,.perie<!-a&J'f<>vk!e<!·<a~h·1 

.~~ll'*e!l<low and iH: tHe eurrent periea accon:Hag to the fullEVN~ 

Monthly I::.:wlirornnent:ai Surcharge :PaetQJOif-' ~-,}!';l!!!et-KY Retail Jilllli 
KYRetail~ 

.wn.-
Net.KY--RetaiJ..ll(m}-=-- ·-Mootlll;rE~'fllllek~tomers, aet ~ 

~r) Reeev-ecy- Adjustmerrt~--AHocadon-based oa Por~f 
KentHeky Rektil-~ue&4:0-Tetal Company Revenues ia tRe BKpe-aw 

--'M .. f<lnlih 

(For purposes---of this fomrula, Total~.:etllflany Revenu~Ss de ne~ 
Noa Physical Revenue.,;,) 

KY Retail R(m1-) -~ Keat:uelty·Remi:l Revenues fer 1HeBn:.pense Meuth: 

1. ~- Monthly Environmental Surcharge Gross Revenue Requirement, E(m) 

Where: E(m) 
CRR 
BRR 

DATEOFISSl!E: pcccmber23 2014 

CRR- BRR 
Current Period Revenue Requirement for the Expense Month, 
Base Period Revenue Requirement. 

(Continued on Sheet 29-2) 

DA11l EFFEC11VE: Service Rendered On And After January 2, 2015 

ISSDED BY: .lOHN A. ROQNESOL!l!'C~.....,::~=::::-.:;~--
>~ 

TfiLE: Di.r.ector ReguJ~tory ServiCCJl 

By Authority Of Order By 1be PgJ)lic Servic~J:ommissiou 

In Case No. 2Q14-00396!2aled XXXX:.XXXX 

D 

I 
D 

N 

! 
N 
T 

D 

D 

T 



Exhibit AJE-2 
Page 2 of 7

 

KENTUCKY POWER COMPANY 

RATE (Cont'd) 

2.J.:. Base Period Revenue Requirement, BRR 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-2 

TARIFF E.S. (Cont'd) 
(Environmental Surcharge) 

BRR The Fo11owing Monthly Amounts: 

Billing Month 

JANUARY 
FEBRUARY 
MARCH 
APRJL 
MAY 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 

Base Net 
Environmental Costs 

$ >,991,1€,. $ 2.750,919 
J,!i9Q,81Q $ 2.738,884 

'·""·''~~ $ 2,851,531 
>,a4'1,Q4Q $ 2,909,965 
>,n2,;;9g $ 2,897,250 
>,62'1,2'1~ $ 2,835,973 
>,sg;;,n;; $ 3,567,407 
4,Q88,83Q $ 3,319,549 
3,'14Q,QW $ 3,378,515 
J,2@,JQ2 $ 3,097,929 
~.na,g~g $ 2,994,579 
4 Q'l4 n1 $ 2 996,160 

$~418!iQ'I2 $ 36,338,660 

in accordance with the Stipulation and Settlement Agreement approved by the Commission by its Order dated October 7, 2013 in Case 
No. 2012-00578, the Mitchell FGD and all related associated costs are not included in base rates or the Base Revenue Requirement but 
will be included in the Current Period Revenue Requirement. The Mitchell FGD will be excluded [1-om Base Rates at least until June 30, 
2020. 

3.+. Current Period Revenue Requirement, CRR 

CRR~[((RBKP(o J)(RORKP(oJ)/12) + OEKP(o) + [((RBIM(o) (RORTh1(o J)/12) + OEwto J] (, 15)- AS] 

Where: 
RBKP(C) Environmental Compliance Rate Base for Big SaREi-y. AHtchell. 

RORKP(C) Annual Rate of Return on Big SaREly Mitchell Rate Base; 
Annual Rate divided by 12 to restate to a Monthly Rate of Return. 

(Cont'd on Sheet 29~3) 

DATE OF ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On Aod After January 23, 2015 

ISSUED BY: JOHN A ROGNESS ll9~-(~
TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No, 2014-00396 Dated XXXXXXXX 

R 
R 
R 

R 
R 
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R 
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KFn'ITliCKY POWER COMPANY 

RATE (Cont'd) 

OEr<T>(C) 

AS 

P.S.C. KY. N0.10 ORIGINAL SHEET NO. 29-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-3 

TARIFF E.S. (Cont'd) 
(Environmental Surcharge) 

Monthly Pollution Control Operating Expenses for Big Sandy_ Mitchell 

Environmental Compliance Rate llase for Rockport 

Annual Rate of Return on Rockport Rate Base; 
Annual Rate divided by 12 to restate to a Monthly Rate of ltetml1. 

Monthly Pf!Uution Control Operating Expenses for Rockport 

Net proceeds from the sale of Title IV and CSAPR S01 emission allowances, 
ERCs, and NOx emission allowances; rctlccted in the month 
of receipt ~-* aHe·Nanee sales ean ln frem eftl'l:~ 
Auet~c !JW lateFim--Aiffi.Wat\Gt:h\grcemeHt AHe~ 

"KP(C)" identifies components from ~tl:H-dy 1tfilchell Units Current Period, and "IM(C)" identifies components from the 
Indiana Michigan Power Company•s Rockport Units- Current Period. 

The Rate Base for both Kentucky Power and Rockport should reflect the current costs ussociated w!th the 1997 Plan, aR4 the 2003 
Piau, the 2005 Plan, the 2007 Plan and the 2014 Plan The Rate Base for Kentucky Power should also include a Cfi.'1h working capital 
allowance based on the l/8 formula approach, due to the inclusion of Kentucky Power's accounts receivable financing in the capita! 
structure and weighted average cost of capitaL The Operating Expenses for both Kentucky Power and Rockport should reflect the 
current operating expense!::l associated wlth the 1997 Plan, the 2003 Plan, the 2005 Plan,-.fl:fki the 2007 Plan, and /he 2014 Pian. 

The Rate of Return for Kentucky Power is -J-Q,.§.G% JfJ.62% rate of return on equity as authorized by the Commission Jn its~ 29, 
0G+G Order Dated..'(){){)(XXX..t,Yin Case No. 2014~00396 2009 00459 at page 6. 

The Hate of Return for Rockport should reflect the ret]uirernent<; of the Rockport Unit Power Agreement. 

Net Proceeds tl·om the sale of emission allowances and ERCs that reflect net gains will be a reduction to the Corrent 
Period Revenue Requirement, while net Josses wHI be an increase. 

The Current Period Revenue Requirement will reflect the balances and expenses as ofthe Expense Month of the filing. 

(Cont'd on Sheet No. 29-4) 

DATE OF ISSUE: !2<2cember 23.2014 

DATE HFFECf!VE: Service Rcmleted On And ;\fter Januarv 23. 2014 

ISSUED BY: ,LQIIN A. ROGNESS uf::;:_2~~::x-,
~~_,__-~;~~ 

TlTLE: Dir!;1£.tor Regulatory Services 

Ib:' Auth_ority Of OrQ_er By The Public Service C!..~!Jtmission 

'I' 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-4 

RATE (Cont'dl 

CANCELLING P.S.C. KY. NO.lO SHEET NO. 29-4 

TARIFF E.S. (Cont'd) 
(Environmental Surcharge) 

4. Revenue Allocation 

Residential Allocation RA(m) ~ 

All Other Allocation OA(m) 

KY Resi¢~nlial Retail Revenue RR@ 
KY Retail Revenue R(b) 

KY All Othflt Classes Retail Revenue OR(b) 
KY Retail Revenue R(b) 

Where: 
(m) ·~ the expense month 
(b) ~ most recent calendar yem• revenues 

5. Environmental Surcharge Factor 

Where: 

Residential Monthly Environmental Surcharge Factor Net KY Retail E(m) * RA(ml 
KY Rll(m) 

Aft Other N!onthly Environmental Surcharge Factor !fet KY Retail E(mj * AO(ml 
KY OR(m)-KYOF(m) 

Net KY Retail E(m) ~~fonthly E(m) allocated to Kentucky Retail Custome1·s, net of Over/ 
(Under) Recovery Adjustment; Allocation based on Percentage of 
Kentucky Retail Revenues to Total Company Revenues in the Experu:e 
]IJ.onth. 

(For purposes of this formula, Total Company Revenues do not include Non -Physical Revenues.) 

RR(m) ";;".·Kentucky Residential Retail Revenues for the Expense Alonth. 

OR(m) Kentucky All Other Classes Retail Revenues for the Expense Month 

OF (in) Kentucky All Other Classes Fuel Revenues for the Expense Month 

(Cont'd on Sheet No. 29-5) 

DATE OF ISSUE: December 23,"2914 

DATE EFFECTIVE: Servi£e.Rendered On And After January 23, 2014 

ISSUED BY: JOHN A. ROGNESS tCJ.~ 
~~~~ 

TITLE: Director Regulatory Service~ ~ 

Bv Authority OfQrdcr By TI1e Public Service Commission 

Jn Case No. 2014-00396l)ftte.~ .. :\XXXXXXX 

N 

N 
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KENTUCKY POWER COMPANY P.S.C. KY. NO.lO ORIGINAL SHEET NO. 29-5 

RATE (('A>nt'dl 

CANCELLING P.S.C. KY. NO.lO _____ SHEET NO. 29-5 

TARIFF E.S. (Coni' d) 
(Environmental Surcharge) 

6.~ Environmental costs "E" shall be the Company's costs of compliance with the Clean Air Act and those 
environmental requirements that apply to C<lal C<lmbustion wastes and by-products, as follows: 

Total Company: 

• 

• 

• 

return on Tille IV and CASPR SO, allowance inventory 

fb1- over/under recovery balances between the actual costs incurred less the amount collected 
tlrrough the environmental surcharge 

(<3) C<lsts associated with any Commission's consultant approved by the Commission 

• f4j co.<.is associated with the consumption Title IV and CSAPR of S02 allowances 

fB- eests asseslated wi:t11 the: llflgrode eftke proei13itator at the Big Sandy Generating Plant 

{f)----· eest:s associated·~ over fire air with water ffijection at the Rig Saad~· Generating 
Plant 

• {61 costs associated with the coo~'Umption ofNOx allowances 

• (--ft· return on NOx: allowance inventory 

fk) ~~~seOsma:;is '•\'aterS)<steifl~~te 
aEljH:StmeHt at subsequent G EHOittlt SYF€harge~-hasefren-ttw-tlew~~Bf'Hlf 
~~~~h~ 

• fg) costs associated with maintaining approved pollution control equipment including material and 
contract labor (excluding plant labor) 

• Co~ts associated with consurnables used in conjunction with approved environmental projet'i. 

(Cont"d on Sheet No. 29-6) 

DATE OF ISSUE: Dcceil]ber 23"2014 

L11 Case No. 2014·00396 DATED XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORlGL'!AL SHEET NO. 29-6 

RATE ICont' d) 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-6 

TARIFF E.S. (Cont'd) 
{Environmental Surcharge) 

The Company's share of costs associated with the following environmental equipment at the Rockport Plant: 
• Continuous Emissions l.fonitors 

Air Emission Fees 
" Costs Associated with the Rockport Unit Power Agreement 
• Activated Carbon Injection 
• 1\J.ercuty Afonitoring 
• Precipitator Afodifications 
11 Dry Sorbent lnjectio1t 
• Coal Combustion Waste Landfill 
• Low NOr. burners, overflre air, Landfill 

The Company's share of costs associated with the following environmental equipment at the l!fitchell Plant: 

N 

N 

(0 the Cempan)''s share offue fJee1 Gaf!a&il) easts asse0iat00. v:lth the following: D 

• Ames U±titNo.;l GEMS, Lew NO,Ilemeffi, SCR, FGD, LandfiU, . .Coai llloedieg l'aeilities and 80, D 
M itigafien 

o----(;llfdinal U±tlt Ne I CBMS, Lew }iO~llumers, SGR, Catalyst Repl<Women~ FOO, Landfill ana SO, 
Mitigatien 

~v·in Plant SGR and SCR Catalyst Rorlaeemon! 

o..----KunHntw Unit }\tos 1. 2 and 3 (];}y4S, Over Fire Aif..rtnd.Ul:let Medifieatiet-1 

• Mitchell Unit Nos ·1 and 2 Water Injection, Low NOx burners, Low NOx burner Modification, SCR, 
fGD, Landfill, Coal Blending Facilities and S03 Mitigation 

• Mitchell Plant C'A>mmon CEMS. Replace Burner Barrier Valves and Gypsum Material Handling 
facHities 

• 
• 
• 

• 
• 

Air Emission Fees 
Precipitator Alodifications and Upgrades 
Coal Combustion Waste Landfill 
Bottom Ash and Fly Ash Handling 
lvfercury -tVfonitorlng (114ATS) 
Dry Fly Ash Hw1dling Corrversion 

(Cont' d on Sheet No. 29-7) 

DATE OF ISSUE: December 2J,2QI4 

TI1LE: Director Regutatorv Services 

By Authority Of._Qrder By The Public Service Commission 

In (:ill'<' No. 2014-003% Dated X:XXXXXXX 

D 

D 

D 

D 

l 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-7 

RATE (Cont'dl 

CANCELIJNG P.S.C. KY. '10.10 SHEET NO. 29-7 

'fARIFF KS. (Cont'd) 
(EnvironmentaJ Surcharge) 

• .Musking~:~Ju-River UA:it f-Ie 1 Lsv NO,.cDHetwork, Over Fire Air~ Over Fire lJr ~4edifieation. D 
Water-Injection aad '.Vater In.f~ction Msi.!ifieatioo 

._ ..... },4:tJsk1ngum River Unit Ne 2 how lfO*"Deetv;erk, Over Fire Air, OYer-Fire Air MeEii§eatieH and 
.W~tion 

o MaskiHgum IU·. er tJnit 1>!a 3 Over Fire 1Ur, O· eF t'ire-Air Me4ifieatien \YitR NO,. JnstrumeHtffi:ion 

• Muskiagarn :Rber Unit Nfl 4 Over fiFe A1r vtith -r-/loElifieatien 

~uskingum P..:P;er Unit No·..S. Lew }lO .. Burner with Medifiootion and \Veld Overla.y,'i±n SCR and 
S03 Mitigatioo 

• J\fuskingum·River Cemmon CB~vfS 

• Phillir 8flem -Unit P!e 2 Lew NO.IffimElf!l witll HedilioatieHS 

~hlllitJ- SfJem-UnitNo 4 aREi § Lw.~ l-'K>,)~umers and Modulnting Injection }·.tr system vfi..Hl 
Modifieatiens 

---.. J?.hiUitJ- Sporn Conm1on CJZMg, 804 Injection System and Landfill 

• Tanners Creek Uait-:r-to l Low NO"- Burnevs,--with ModifisatioHS a:ruJ Le\v NJ)*"Burneffi Leg 
l>£plaseFR:eHt 

• ThrnteFS Creek Cemmon CHMS aaEl Ceal Blen9iag faeilities 

• Title 'll\H f;missiea-Fees at t'..mos) CardiHal,..Gavffi. Kammer, MiteHell, Mu.sJdngutn River. 
Philij> Spom, Raoi'JloFt ana Tanners CF<lolc plaffis. D 

7.-&: The monthly environmental surcharge shall be filed w·Jrh the Commission ten (1 0) days before it is scheduled to go into T 
effect, along with all necessary supporting data to justify the amount of the adjustments which shaH include data and 
infonnation as may be required by the Commission. 

DATE OF ISSUE: Decemb~L23. 2014 

DATE EFFECTIVE: Service Rendered Ont\!Jd After January23. 2015 

-<r~ ISSUED BY: JOHN A. ROGNESS III~~~-----. 
TJTLE: Director Regulatorv Seryj5:es ~ 

By Authority Of Or9er_ By The Public Servk_e Commission 

J.n_r:asc No, 2014-00396 Dated,i(]{X_XXXXX 
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ES FORM 3.15

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
      MITCHELL PLANT COST OF CAPITAL

LINE 
NO. Component Balances

Cap.                                
Structure

Cost                                                
Rates

WACC                                              
(Net of Tax) GRCF

WACC       
(PRE-TAX)

As of                                           
9/30/2014

1 L/T DEBT $607,976,387 52.984% 5.41% 2.87% 1.0050 *** 2.88%
2 S/T DEBT ($30,904,414) -2.693% 0.38% -0.01% 1.0050 -0.01%

3
ACCTS REC 
FINANCING $51,835,783 4.517% 1.07% 0.05% 1.0050 0.05%

4 C EQUITY $518,572,572 45.192% 10.62% * 4.80% 1.6402 ** 7.87%

5 TOTAL $1,147,480,328 100.000%  10.79%

6 Operating Revenues 100.00

7 Less Uncollectible Accounts Expense 0.3000

8 KPSC Maintenance Assessment Fee 0.1952
 

9 Income Before Income Taxes 99.5048

10 Gross Up Factor (100.00/Ln 9) 1.0050

* WACC = Weighted Average Cost of Capital
Rate of Return on Common Equity proposed in Case No. 2014-00396

** Gross Revenue Conversion Factor (GRCF) Calculation as reflected in Section V, Schedule 2, Workpaper S-2, Page 2 of 3.
 

*** Gross Up for PSC Maintenance Assessment Fee & Uncollectible Expense
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

 
 
 
 
In the Matter of:  
 

Application Of Kentucky Power Company For: ) 
(1) A General Adjustment Of Its Rates For Electric    ) 
Service; (2) An Order Approving Its 2014          )  
Environmental Compliance Plan; (3) An Order         ) Case No. 2014-00396 
Approving Its Tariffs And Riders; And (4) An         ) 
Order Granting All Other Required Approvals         ) 
And Relief             ) 
 

 
 
 
 
 
 
 
 
 

 
DIRECT TESTIMONY OF  

 
JEFFERY D. LAFLEUR 

 
ON BEHALF OF KENTUCKY POWER COMPANY 

 
 
 
 
 



VERIFICATION 

The undersigned, Jeffrey D. LaFleur, being duly sworn, deposes and says he is Vice 
President Generating Assets APCO/KY, that he has personal knowledge of the matters 
set forth in the testimony for which he is the identified witness and that the information 
contained therein is true m1d correct to the best of his information, knowledge, and belief 

STATE OF WEST VIRGINIA 

COUNTY OF KANAWHA 

) 
) Case No. 2014-00396 
) 

Subscribed m1d sworn to before me, a Notary Public in and before said County 
and State, by Jeffrey D. LaFleur, tllis the ) /of"'-day of December, 2014. 

Notary Pub! c · 

My Commission Expires: 
I 
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DIRECT TESTIMONY OF 

JEFFERY D. LAFLEUR, ON BEHALF OF 
KENTUCKY POWER COMPANY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
 

I.  INTRODUCTION 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A. My name is Jeffery D. LaFleur.  My title is Vice President – Generating Assets 2 

for Kentucky Power Company (“Kentucky Power” or “Company”) and 3 

Appalachian Power Company (“APCo”).  Both Kentucky Power and APCo are 4 

wholly owned subsidiaries of American Electric Power (“AEP”).  My business 5 

address is 707 Virginia Street, East, Suite 1000, Charleston, West Virginia 25301. 6 

II. BACKGROUND 

Q. PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND. 7 

A.  I earned a Bachelor of Science degree in Mechanical Engineering from the 8 

Louisiana Tech University and have completed an executive management 9 

program at Louisiana State University.   10 

Q. PLEASE DESCRIBE YOUR PROFESSIONAL BACKGROUND. 11 

A.  I joined Southwestern Electric Power Company (another subsidiary of AEP) in 12 

1982 as a staff engineer, progressing to various positions including maintenance 13 

supervisor, maintenance superintendent, and plant manager.  I became manager of 14 

operations over all SWEPCO power plants in 1993.  From 1993 through May 15 

2008 I held several positions with Central and Southwest Corporation and other 16 

companies within the American Electric Power system, and was responsible for 17 
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the ongoing operation of generating assets including coal-fired plants, wind 1 

generating facilities, and gas-fired combined cycle and peaking units.  2 

Specifically, from 2003 to 2008 I served as Vice President of Region 2 generation 3 

assets, which included Kentucky Power’s Mitchell Plant.  I assumed my current 4 

position in January 2013.  5 

Q. WHAT ARE YOUR PRINCIPAL AREAS OF RESPONSIBILITY AS VICE 6 

PRESIDENT – GENERATING ASSETS FOR KENTUCKY POWER AND 7 

APCO?   8 

A. I am responsible for the safe, reliable and economic operation of Kentucky Power 9 

and APCo’s fossil-fueled and hydro-powered electric generating facilities. 10 

Q. HAVE YOU TESTIFIED BEFORE ANY REGULATORY 11 

COMMISSIONS? 12 

A. Yes.  I have testified on behalf of Kentucky Power before the Kentucky Public 13 

Service Commission (“Commission”) in Case No. 2012-00578, and I have also 14 

testified on behalf of APCo before regulatory commissions in Virginia and West 15 

Virginia.    16 

III. PURPOSE OF DIRECT TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS 17 

PROCEEDING? 18 

A. The purpose of my testimony is to: 19 

 •    Describe the Company’s Generation Assets. 20 
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• Describe and support the reasonableness of the Generation non-fuel 1 

Operations and Maintenance (O&M) expenses for Kentucky Power’s 50% 2 

undivided share of the Mitchell generating station.     3 

• Describe and support the reasonableness of the Generation non-fuel O&M 4 

expenses for Kentucky Power’s Big Sandy Plant Unit 1.   5 

• Support the identification and reasonableness of the Big Sandy Unit 1 and 6 

other Big Sandy plant coal-related assets to be retired as part of its conversion 7 

to a gas-fired unit.  8 

• Support the reasonableness of the Decommissioning O&M expenses for 9 

Kentucky Power’s Big Sandy Plant Unit 2 after it is retired from service in 10 

June 2015.   11 

• Support the reasonableness and cost-effectiveness of the capital projects and 12 

non-fuel O&M to be included in the 2014 Environmental Compliance Plan.  13 

IV. KENTUCKY POWER’S GENERATING ASSETS 

Q. PLEASE BRIEFLY DESCRIBE KENTUCKY POWER’S GENERATING 14 

ASSETS. 15 

A. Kentucky Power owns and operates the coal-fired Big Sandy Plant located in 16 

Louisa, Kentucky.  The plant, with a total generating capacity of 1,078 net 17 

megawatts (MW), comprises two coal-fired generating units.  Unit 1 is a 278 MW 18 

sub-critical generating unit in service since 1963 and Unit 2 is a 800 MW super-19 

critical generating unit in service since 1969.  Both units are equipped with 20 

Electrostatic Precipitators (ESPs) for particulate control and low nitrogen oxide 21 
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(NOx), burners (LNBs).  Unit 2 is also equipped with a Selective Catalytic 1 

Reduction (SCR) system for additional (up to 90%) NOx reduction.  As is 2 

discussed further in my testimony, due to the forthcoming compliance deadline 3 

with EPA’s Mercury and Air Toxics (MATS) Rule Big Sandy Unit 2 will be 4 

retired as of June 1, 2015 and Big Sandy Unit 1 will be converted to run on 5 

natural gas by approximately June 2016.     6 

  In addition to the Big Sandy Plant, Kentucky Power also owns an 7 

undivided 50% interest in the Mitchell Plant, located approximately 12 miles 8 

south of Moundsville, West Virginia on the Ohio River.  The Mitchell Pant 9 

comprises two super-critical pulverized coal-fired base load generating units.  10 

Unit 1 has a capacity of 770 MW and Unit 2 has a capacity of 790 MW for a total 11 

capacity of 1,560 MW.  Both units were placed in service in 1971.  These units 12 

are of the same series and vintage as Big Sandy Unit 2; however, the Mitchell 13 

units are considered fully controlled as they are equipped with Flue Gas 14 

Desulfurization (FGD) systems for sulfur dioxide (SO2) and SCR technology for 15 

NOX control.  Both units at the Mitchell Plant are also equipped with ESPs, low-16 

NOx burners, and SCRs, similar to Big Sandy Unit 2.  17 

Lastly, Kentucky Power has a unit power agreement for 15% of the 18 

generation from the Rockport Plant.  The Rockport Plant is also located along the 19 

Ohio River in southern Indiana, and consists of two super-critical pulverized coal-20 

fired base load units.  Unit 1 has a capacity of 1,320 MW and Unit 2 has a 21 

capacity of 1,300 MW for a total capacity of 2,620 MW.  Both of the Rockport 22 

Units are equipped with ESPs, low-NOx burners, and Activated Carbon Injection 23 

(ACI) systems for mercury reduction.   24 
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 Q. WHAT EFFECT WILL THE MATS RULE HAVE ON THE BIG SANDY 1 

PLANT? 2 

A. Due to MATS, and as discussed by Company Witness McManus, Kentucky 3 

Power will be retiring Big Sandy Unit 2 by June 1, 2015.  In accordance with the 4 

Commission’s October 7, 2013 Order in Case No. 2012-00578, Kentucky Power 5 

acquired a 50% undivided interest in the Mitchell generating station to replace 6 

Big Sandy Unit 2.  In addition to the retirement of Big Sandy Unit 2, Kentucky 7 

Power is in the process of converting Big Sandy Unit 1 to consume natural gas 8 

rather than coal, pursuant to the Commission’s Order in Case No. 2013-00430.  9 

This fuel conversion will allow Big Sandy Unit 1 to continue to operate in 10 

compliance with the stringent air emission requirements of MATS.  Big Sandy 11 

Unit 1’s conversion to natural gas should be complete by June of 2016.    12 

V. KENTUCKY POWER MITCHELL PLANT NON-FUEL O&M 

PRODUCTION COSTS TO BE INCLUDED IN BASE RATES 

Q. WHAT WAS KENTUCKY POWER’S ANNUALIZED TEST YEAR 13 

LEVEL OF GENERATION NON-FUEL O&M EXPENSES 14 

(GENERATION O&M) FOR ITS 50% UNDIVIDED SHARE OF 15 

MITCHELL PLANT? 16 

A. Kentucky Power’s annualized test year level of total non-fuel O&M expense for 17 

its undivided 50% interest in Mitchell Plant is $43.42 million, as calculated by 18 

Company Witness Yoder.  Of the $43.42 million annualized test year level, the 19 

costs directly associated with the operation of Mitchell Plant during the 20 

annualized test year are $31.13 million (direct generation non-fuel O&M 21 
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expense).  The remaining $12.29 million includes items such as taxes, employee 1 

benefits, and other expenses allocated to Mitchell Plant.  All these costs, including 2 

the allocated expenses, were reasonable, necessary and prudently incurred to 3 

support Mitchell Plant operations.   4 

Q. PLEASE PROVIDE FURTHER DETAIL CONCERNING KENTUCKY 5 

POWER’S 50% SHARE OF THE MITCHELL PLANT’S ANNUALIZED 6 

TEST-YEAR DIRECT GENERATION NON-FUEL O&M AMOUNTS BY 7 

MAJOR CATEGORY? 8 

A. The following Table 1 provides by major category the annualized test-year direct 9 

generation non-fuel O&M expenses for the Mitchell Plant:   10 

Category Mitchell Plant

Allow ance Consumption $446,540

Ash Sales ($14,423)

Consumables $6,485,140

Fuel Handling $5,468,696

Gypsum Operations ($132,464)

Steam Maintenance $12,474,790

Steam Operations $6,404,376

Total $31,132,656  
Table 1: Kentucky Power Annualized Test-Year Generation Non-Fuel O&M for 50% ML    

Q. IS IT NECESSARY TO NORMALIZE ANY PART OF THE $31.1 11 

MILLION IN ANNUALIZED DIRECT NON-FUEL O&M TEST YEAR 12 

EXPENSES? 13 

A. Yes.  Steam Maintenance work and expenses can vary materially from year to 14 

year.  The cyclical nature of maintenance expenditures is primarily driven by unit 15 

outages and periodic planned repairs and replacements of unit components.  16 
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Q. HOW DID KENTUCKY POWER NORMALIZE THE STEAM 1 

MAINTENANCE EXPENSES TO REFLECT THE CYCLICAL NATURE 2 

OF MAJOR OUTAGE WORK? 3 

A. As described by Company Witness Wohnhas, Kentucky Power is proposing to 4 

normalize the annualized Mitchell Steam Maintenance expense using the average 5 

for a three year period as adjusted for inflation.  This normalization results in a 6 

positive adjustment of $3.27 million to the test year level steam maintenance 7 

expense of $12,474,790 to produce a normalized and annualized test-year 8 

Mitchell Steam Maintenance expense of $15.74 million for Kentucky Power’s 9 

50% share of the Mitchell Plant.        10 

Q. DOES THE NORMALIZED AND ANNUALIZED TEST-YEAR 11 

MITCHELL STEAM MAINTENANCE EXPENSE OF $15.74 MILLION 12 

REPRESENT AN APPROPRIATE AND REASONABLE LEVEL?  13 

A. Yes.  This level is reasonable, and fairly reflects an appropriate normalized level 

of Steam Maintenance expense for Kentucky Power’s 50% share of the Mitchell 

Plant.  

VI. KENTUCKY POWER BIG SANDY UNIT 1 GENERATION NON-FUEL 

O&M EXPENSES TO BE INCLUDED IN THE BS1OR 

Q. WHAT IS KENTUCKY POWER’S TEST YEAR LEVEL OF TOTAL 14 

NON-FUEL O&M EXPENSE FOR BIG SANDY UNIT 1? 15 

A. Kentucky Power’s test year level of total non-fuel O&M expense for Big Sandy 16 

Unit 1 is $12.5 million, as calculated by Company Witness Vaughan.  Of this 17 

$12.5 million, the generation non-fuel O&M expense for Big Sandy Unit 1 during 18 
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the test year totaled $9.9 million. The remaining $2.6 million of non-fuel O&M 1 

expense includes taxes, employee benefits, and other expenses allocated to Big 2 

Sandy Unit 1.  As with the similar expenses incurred for Mitchell, all of these 3 

costs, including the allocated expenses, were reasonable, necessary and prudently 4 

incurred to support Big Sandy Unit 1 operations.  5 

Q. PLEASE PROVIDE FURTHER DETAIL CONCERNING BIG SANDY 6 

UNIT 1’S TEST-YEAR GENERATION NON-FUEL O&M EXPENSES? 7 

A. The following Table 2 provides the test-year generation non-fuel O&M expenses, 8 

incurred by Kentucky Power during the test year, distributed by major category, 9 

for Big Sandy Unit 1:   10 

Category Big Sandy Unit 1
Allow ance Consumption $1,605,774

Fuel Handling $1,581,916
Steam Maintenance $4,616,733
Steam Operations $2,133,730

Total $9,938,153  
Table 2: Kentucky Power Test-Year Generation Non-Fuel O&M BSU1    

Q. DOES THE TEST YEAR LEVEL OF GENERATION NON-FUEL O&M 11 

EXPENSE REPRESENT A REASONABLE ANNUAL EXPENSE LEVEL 12 

TO OPERATE BIG SANDY UNIT 1 BEGINNING ON JULY 1, 2015 13 

THROUGH ITS USEFUL LIFE AS A COAL-FIRED UNIT?   14 

A. Yes.  The test year Big Sandy Unit 1 generation non-fuel O&M expenses of $9.94 15 

million are a reasonable annual level of the expenses required for Big Sandy Unit 16 

1’s continued operation as a coal-fired unit prior to its conversion to natural gas.  17 

Specifically, this level of generation non-fuel O&M expense is necessary to 18 

operate the unit in a safe and reliable manner while providing cost-effective 19 

power for Kentucky Power’s customers.   20 
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VII. RETIREMENT OF BIG SANDY UNIT 1 COAL-RELATED ASSETS 

Q. WHEN WILL KENTUCKY POWER COMPLETE THE CONVERSION 1 

OF BIG SANDY UNIT 1?  2 

A. Kentucky Power plans to complete the conversion of Big Sandy Unit 1 to run on 3 

natural gas by June 30, 2016.   4 

 Q. AFTER THE CONVERSION TO NATURAL GAS WILL BIG SANDY 5 

UNIT 1 HAVE COAL-RELATED EQUIPMENT THAT IS NO LONGER 6 

USEFUL?  7 

A. Yes.  While there will be a significant amount of equipment that will still be 8 

necessary to operate Big Sandy Unit 1 as a natural gas-fired facility, some 9 

equipment is solely-related to its operation as a coal-fired facility.  Examples of 10 

Big Sandy Unit 1’s coal-related assets include the coal yard and its associated 11 

equipment, the conveyors and silos which transfer coal from the coal yard to the 12 

plant, the coal pulverizers, the ESPs, and the fly ash and bottom ash handling 13 

systems.  This equipment will no longer be necessary when the unit is fired by 14 

natural-gas, and will be retired once the unit no longer operates as a coal-fired 15 

facility.        16 

Q. HOW WERE THE BIG SANDY ORIGINAL PLANT COSTS 17 

ALLOCATED BETWEEN UNIT 1 AND UNIT 2?  18 

A. Company Witness Yoder describes the allocation of the total Big Sandy original 19 

plant costs between Unit 1 and Unit 2.  I performed a review of the projects 20 

Company Witness Yoder used in the allocation process, and confirmed that the 21 
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reviewed projects were properly identified and assigned correctly between Unit 1 1 

and Unit 2.   2 

Q. DID YOU PROVIDE ANY OTHER INPUT INTO THE PROCESS TO 3 

IDENTIFY THE AMOUNT OF BIG SANDY ORIGINAL PLANT COSTS 4 

RELATED SOLELY TO COAL OPERATIONS?  5 

A. Yes.  I reviewed the percentages applied to each property account for Big Sandy 6 

Unit 1 to determine the amount of coal-related costs to retire and concluded they 7 

were reasonable.  These percentages were the result of an analysis performed by 8 

the Engineering Services Organization within AEPSC, and are reasonable based 9 

on my best professional judgment.  While the conversion of Big Sandy Unit 1 to 10 

natural gas will eliminate the need for certain equipment associated exclusively 11 

with coal-fired operations, the vast majority of the equipment at Big Sandy Unit 1 12 

will continue to be needed when  Unit 1 is converted to natural gas.    13 

VIII. BIG SANDY UNIT 2 RETIREMENT COSTS 

Q. WHEN WILL KENTUCKY POWER RETIRE BIG SANDY UNIT 2?  14 

A. Kentucky Power will retire Big Sandy Unit 2 by June 1, 2015 to comply with the 15 

MATS rule.    16 

Q. WILL KENTUCKY POWER DEMOLISH BIG SANDY UNIT 2 UPON ITS 17 

RETIREMENT?  18 

A. No.  Big Sandy Unit 1 will still be operational when Big Sandy Unit 2 is retired.  19 

It is neither economical nor practical to demolish Big Sandy Unit 2 while Big 20 

Sandy Unit 1 is still operating.  At the time that Big Sandy Unit 2 is retired Big 21 

Sandy Unit 1 will still be operating as a coal-fired unit and will continue to 22 



LAFLEUR- 11 

operate as a gas-fired unit after its conversion until its estimated 2031 retirement 1 

date.  This retirement date for Big Sandy Unit 1 is an estimate and could be 2 

extended depending on future conditions and developments.  After Big Sandy 3 

Unit 1 has been retired, both units will be demolished.       4 

Q. UPON THE RETIREMENT OF BIG SANDY UNIT 2 IN 2015 WILL 5 

THERE BE ANY DECOMMISSIONING-RELATED O&M NECESSARY 6 

TO MAINTAIN THE UNIT?   7 

A.  Yes, after Big Sandy Unit 2 is retired from service there will still be activities 8 

necessary to maintain the safety, security, and environmental compliance of the 9 

Unit.  The total decommissioning-related O&M for Big Sandy Unit 2 is expected 10 

to be $6.06 million.  The following Table 3 identifies the decommissioning-11 

related O&M, by year, associated with Big Sandy Unit 2 following its retirement. 12 

Period Decommissioning O&M Expense
July 2015 – June 2016      $1,198,780

July 2016 – June 2017     $880,002

July 2017 – June 2018      $730,000

July – June, 2018 - 2031       $250,000 annually

Total $6,058,782  
Table 3: Big Sandy Unit 2 Decommissioning O&M Post-Retirement 

Q. WHAT TYPES OF ACTIVITIES ARE REQUIRED TO MAINTAIN BIG 13 

SANDY UNIT 2 AFTER ITS RETIREMENT?   14 

A.  Even after Big Sandy Unit 2 is retired, the Company will be required to maintain 15 

the unit in a safe and secure condition and in compliance with any environmental 16 

permits.  This will include ensuring fencing, access roads, telecommunication 17 

systems, fire water sources, hazardous gas detection systems, emergency lighting, 18 

and fire alarm systems are operational.  Inspections will need to continue to be 19 
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performed on structural components such as the cooling tower and plant building 1 

to maintain safety.  Lastly, environmental requirements such as pond inspections, 2 

groundwater and surface water monitoring, and the associated report submittals 3 

which accompany these activities must be performed as dictated by the applicable 4 

environmental permits. 5 

Q. WHY ARE THE INITIAL DECOMMISSIONING-RELATED O&M 6 

COSTS FOLLOWING BIG SANDY UNIT 2’S RETIREMENT HIGHER 7 

THAN THOSE IN LATER YEARS?   8 

A.  While the activities described previously represent what will be required on an 9 

annual basis to maintain safety and environmental compliance at Big Sandy Unit 10 

2, there will be initial one-time activities necessary upon the unit’s retirement.  11 

Examples of some of these activities include isolating and sealing the river water 12 

intake, decommissioning sump pumps, relocating electrical loads, pumping the 13 

cooling system empty, draining all tanks and disposing of their contents, and 14 

disconnecting all piping above and below ground.  After these initial 15 

decommissioning-related O&M activities are complete, the year to year activities 16 

necessary to maintain safety and environmental compliance, as described above, 17 

will levelize on an annual basis at level lower than during the first year of 18 

retirement of the Unit.   19 

Q. DO THE DECOMMISSIONING O&M EXPENSES FOR BIG SANDY 20 

UNIT 2 REPRESENT AN APPROPRIATE AND REASONABLE LEVEL?  21 

A. Yes.  Based upon my professional judgment and experience, this level is 

reasonable, and fairly reflects those activities necessary to maintain the safety, 

security, and environmental compliance of the Unit.  
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IX. GENERATION-RELATED CAPITAL PROJECTS CONTAINED WITHIN 

THE 2014 ENVIRONMENTAL COMPLIANCE PLAN  

Q. ARE THERE ANY SIGNIFICANT CAPITAL PROJECTS FOR 1 

MITCHELL AND ROCKPORT PLANTS WHICH ARE BEING 2 

PROPOSED FOR INCLUSION IN THE 2014 ENVIRONMENTAL 3 

COMPLIANCE PLAN? 4 

A.  Yes.  Company Witness McManus describes the environmental regulations that 5 

necessitate these projects, the costs of which are reflected in data provided by 6 

Company Witness Elliott.  Here I will provide a general description of these 7 

projects and how they affect Kentucky Power’s generating assets. 8 

Mitchell Plant (each of these projects was undertaken prior to the transfer of a 9 

50% undivided interest in the Mitchell Plant to Kentucky Power): 10 

• Periodic modifications have been made to the ESPs for Units 1 and 2 to 11 

reduce the likelihood that the Units’ generation could be curtailed due to 12 

opacity limitations.  These modifications went into service between 2007 13 

and 2013.  Additional upgrades are planned for the Unit 2 ESPs in 2015.  14 

The ESPs remove fly ash from the flue gas so that the unit is capable of 15 

meeting its opacity and mass emissions limits. 16 

• Periodic modifications and replacement work has been performed on the 17 

bottom ash and fly ash handling systems to ensure they are capable of 18 

transporting ash for its final disposal.  Over time the abrasive nature of the 19 

ash degrades the piping and pumps used for its transport which requires 20 
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periodic replacement of equipment.  These modifications went into service 1 

in 2008 and 2010.    2 

• Mercury monitoring equipment has been installed for compliance with the 3 

MATS rule.  To ensure that the mercury emission limit in the MATS rule 4 

is being met, additional monitoring equipment was installed.  This 5 

equipment was placed in service in 2014. 6 

• The existing wet fly ash handling system was upgraded to a dry handling 7 

system.  This work required the installation of additional equipment to 8 

move the fly ash from the precipitators using air instead of water to 9 

mobilize the ash.  Additionally, ash silos were installed to store the dry fly 10 

ash, and an unloading station was constructed to transport the fly ash for 11 

disposal.  This dry fly ash handling system was placed in service in 2014.   12 

• A landfill was constructed for the disposal of coal combustion waste.  This 13 

project was undertaken in conjunction with the dry fly ash conversion 14 

project, and the landfill will be used to store the dry ash and replace the 15 

existing ash pond.  This landfill is located on plant property and required a 16 

haul road to be constructed so that the dry fly ash could be trucked from 17 

the plant to the landfill.  While the landfill and haul road were placed in 18 

service in 2014, additional capacity will be added and placed in service in 19 

2015.     20 

Rockport Plant: 21 

• Periodic modifications have been made to the ESPs for units 1 and 2 to 22 

reduce the likelihood that the unit’s generation could be curtailed due to 23 
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opacity limitations.  These modifications went into service between 2004 1 

and 2009. 2 

• An ACI system has been installed and upgraded to meet the plant’s 3 

mercury emission limit.  The ACI system consists of equipment required 4 

to inject powdered activated carbon into the flue gas upstream of the ESPs 5 

and capture mercury on the porous surface of the activated carbon.  The 6 

activated carbon is then removed along with the fly ash in the existing 7 

ESPs.  Along with the ACI system, a mercury monitor was installed to 8 

ensure that the plant’s mercury emission limit is met.  The ACI system and 9 

the mercury monitor were placed in service in 2009 and 2010.   10 

• A dry sorbent injection (DSI) system is currently being installed to remove 11 

acid gases from the flue gas stream.  The DSI system will inject sodium 12 

bicarbonate into the flue gas stream, upstream of the ESPs, which will 13 

then react with acid gases.  The reacted sodium bicarbonate will then be 14 

removed along with the fly ash and activated carbon from the flue gas in 15 

the ESPs.  The DSI systems on both Rockport units will be in service in 16 

the first half of 2015.  In conjunction with the DSI project, upgrades will 17 

also be made to the ACI system to meet more stringent mercury limits 18 

under the MATS Rule.   19 

• Additions to and an upgrade of the coal combustion waste landfill to 20 

dispose of the fly ash waste stream being removed by the ESPs.  Rockport 21 

Plant operates a dry fly ash handling system which produces a waste 22 

stream that is disposed of in the plant’s on-site landfill.  As part of normal 23 

ongoing plant operations, additional landfill capacity is constructed to 24 
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ensure this waste can be properly disposed.  Additionally, with the 1 

installation of the DSI system and the injection of sodium bicarbonate into 2 

the flue gas, the nature of this waste stream will change and modifications 3 

to the existing landfill are necessary.  A normal landfill expansion project 4 

was placed in service in 2013 while final upgrades will be completed in 5 

2015 to allow for the landfill to store byproducts associated with operation 6 

of the DSI system.              7 

Q. WHAT ARE THE CAPITAL COSTS ASSOCIATED WITH THESE 8 

PROJECTS YOU DESCRIBE ABOVE? 9 

A.  The following Table 4 identifies the capital costs for the projects to be included in 10 

Kentucky Power’s 2014 Environmental Compliance Plan: 11 

Project Cost

(Kentucky Power Share)

9 Mitchell Precipitator Modifications - Mitchell Plant Units 1 and 2 2007-2013 $28,065,512

10 Mitchell Bottom Ash and Fly Ash Handling - Mitchell Plant Units 1 
and 2

2008 & 2010 $25,273,426

11 Mitchell Mercury Monitoring (MATS) - Mitchell Plant Units 1 and 2 2014 $1,991,740

12 Mitchell Dry Fly Ash Handling Conversion - Mitchell Plant Units 1 
and 2

2014 $60,114,772

13 Mitchell Coal Combustion Waste Landfill - Mitchell Plant Units 1 
and 2

2014 & 2015 $38,319,088

14 Mitchell Electrostatic Precipitator Upgrade - Mitchell Plant Unit 2 2015 $1,574,056
(Total Rockport Plant)

15 Rockport Precipitator Modifications -  Rockport Plant Units 1 & 2 2004-2009 $2,363,930

16 Rockport Activated Carbon Injection (ACI)  and Mercury 
Monitoring - Rockport Plant Units 1 & 2

2009-2010 $28,806,455

17 Rockport Dry Sorbent Injection - Rockport Plant Units 1 and 2 2015 $141,568,091

18 Rockport
Coal Combustion Waste Landfill Upgrade To Accept Type 

1 Ash 2013 & 2015 $22,057,551

Project Plant Description In-Service Year

 
Table 4: Capital Costs for Proposed 2014 Environmental Compliance Plan Projects 

Q. ARE THE COSTS IDENTIFIED ABOVE ASSOCIATED WITH THESE 12 

PROJECTS REASONABLE? 13 

A.  Yes.  It is my opinion that these projects are reasonable and cost effective means 14 

for Kentucky Power to comply with its environmental obligations.  15 
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Q. ARE THERE CONSUMABLES ASSOCIATED WITH THE PROJECTS 1 

IDENTIFIED FOR INCLUSION IN THE 2014 ENVIRONMENTAL 2 

COMPLIANCE PLAN? 3 

A.  Yes.  As part of the ACI and DSI systems at Rockport Plant, brominated activated 4 

carbon and sodium bicarbonate, respectively, will be injected into the flue gas 5 

stream.  The consumption of these variables is dependent upon the Plant’s 6 

generating load.  7 

Q. WHAT OTHER CONSUMABLES ARE ASSOCIATED WITH THOSE 8 

PROJECTS IDENTIFIED IN THE 2014 ENVIRONMENTAL 9 

COMPLIANCE PLAN? 10 

A.  In addition to the brominated activated carbon and sodium bicarbonate, those 11 

projects identified in the 2014 Environmental Compliance Plan require 12 

consumables such as urea, trona, limestone, polymer, and lime hydrate.   13 

Solid urea is received on-site and is converted to ammonia before it is 14 

injected into the flue gas prior to passing through the SCR system at Mitchell 15 

Plant.  The ammonia is necessary for the SCR technology to effectively reduce 16 

NOX.  This is the same manner in which urea has been used for years to operate 17 

the SCR at Big Sandy Unit 2.   18 

Also at Mitchell Plant, limestone is crushed, mixed with water and made 19 

into a slurry that is used in the FGD system.  The limestone used in the FGD 20 

system reacts with SO2, removing it from the flue gas.  Polymer and lime hydrate 21 

are used in treating the wastewater produced from the FGD system.   22 

At the Mitchell Plant trona is also injected into the flue gas prior to the 23 

ESP to mitigate emissions of SO3.   24 
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These consumables are necessary to operate the Mitchell Plant while also 1 

meeting the applicable environmental requirements.   2 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 3 

A. Yes.   4 
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DIRECT TESTIMONY OF 

SHANNON R. LISTEBARGER, ON BEHALF OF 
KENTUCKY POWER COMPANY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
 

I. INTRODUCTION 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A. My name is Shannon R. Listebarger.  I am employed by American Electric Power 2 

Service Corporation (AEPSC) as a Regulatory Analyst in the Regulated Pricing and 3 

Analysis Department. AEPSC is a wholly-owned subsidiary of American Electric 4 

Power Company, Inc. (AEP), the parent company of Kentucky Power Company.  I 5 

will refer to Kentucky Power Company as KPCo and as “the Company”.  My 6 

business address is 1 Riverside Plaza, Columbus, Ohio 43215. 7 

II. BACKGROUND 

Q. WHAT ARE YOUR PRINCIPAL AREAS OF RESPONSIBILITY AS A 8 

REGULATORY ANALYST IN THE REGULATORY PRICING AND 9 

ANALYSIS DEPARTMENT? 10 

A. My responsibilities include preparing cost of service studies for regulatory filings 11 

and providing regulatory support and analysis for pricing matters associated with 12 

KPCo, and other AEP electric utility operating companies. 13 

Q. PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND 14 

AND RELEVANT BUSINESS EXPERIENCE. 15 

A. I received a Bachelor of Business Administration degree with a major in accounting 16 

from DeVry University in 2005, and a Master of Business Administration from 17 

Keller Graduate School of Management in 2007. 18 
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  In 2001 I joined AEPSC as an Administrative Associate, a role I held for 1 

several years in various departments including Project Controls, Environmental 2 

Services and Corporate Development.  From 2005 until 2010, I was an Accountant 3 

in the Corporate Accounting Department. In 2010 I transferred to Kentucky Power 4 

Company as a Regulatory Consultant working in the Regulatory Services 5 

Department. In 2013 I transferred to AEPSC to my current position of Regulatory 6 

Analyst in the Regulatory Pricing and Analysis Department. 7 

III. PURPOSE OF DIRECT TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS 8 

PROCEEDING? 9 

A. The purpose of my testimony is to sponsor Exhibit 1, the Kentucky Jurisdictional 10 

Cost of Service, which develops the Base rate revenue requirement that the 11 

Company is requesting in this filing. 12 

IV. COST OF SERVICE STUDY OVERVIEW 

Q. WHAT IS THE SOURCE OF THE DATA USED IN THE COMPANY’S 13 

JURISDICTIONAL COST OF SERVICE STUDY? 14 

A.  The Company follows the Uniform System of Accounts (USOA) as prescribed by 15 

FERC and adopted by this Commission.  The USOA sets the guidelines for 16 

recording assets, liabilities, income and expenses into various accounts.  The costs 17 

recorded in each FERC account are examined to verify compliance with these 18 

guidelines and may be adjusted in the Company’s jurisdictional cost of service study 19 

to reflect the Commission’s policies and known and measurable changes to the test 20 

year level of expenditures. 21 
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Q. HOW IS THE INFORMATION USED TO DETERMINE THE COST 1 

ALLOCATION TO KENTUCKY RETAIL CUSTOMERS? 2 

A. The costs recorded by FERC account are per book amounts pertaining to electric 3 

utility operations of the Company for service supplied to all customers, both 4 

wholesale and retail.  KPCO’s retail revenue is approximately 99% of its total 5 

revenue; and its wholesale revenue, which includes sales to the cities of Olive Hill 6 

and Vanceburg, is approximately 1% of its total revenue.  It is therefore, necessary 7 

to identify and segregate costs related to only Kentucky jurisdictional retail service.  8 

Q. EXPLAIN HOW THE REVENUE REQUIREMENT IS DETERMINED FOR 9 

THE KENTUCKY RETAIL CUSTOMERS. 10 

A. A three-step process is followed to assign and allocate costs to determine the total 11 

revenue requirement for the Companies retail customers. These steps include the 12 

functionalization of costs, the classification of costs and the allocation of costs. 13 

Q. PLEASE DESCRIBE THE FUNCTIONALIZATION PROCESS. 14 

A. Once the data is gathered, the costs are then separated by function.  Typically, 15 

functions of an electric utility are: 16 

1) Production and Purchased Power costs 17 

2) Transmission costs 18 

3) Distribution costs 19 

4) Customer Service costs  20 

5) Administrative and General (A&G) costs 21 

Q. PLEASE DESCRIBE EACH OF THESE FUNCTIONS. 22 

A. The production and purchased power function includes the costs associated with 23 

power generation and power purchases and their delivery to the bulk transmission 24 
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system.  The transmission function consists of the costs associated with the high 1 

voltage system utilized for the bulk transmission of power from generation sources 2 

to the load centers, and to and from interconnected utilities.  The distribution 3 

function includes the radial distribution system that connects the transmission 4 

system and the ultimate retail customer.  The customer service function 5 

encompasses the costs associated with providing meter reading, billing and 6 

collection, and customer information and services.  The A&G function comprises of 7 

costs not directly assignable to other cost functions. 8 

Q. PLEASE DESCRIBE THE CLASSIFICATION PROCESS. 9 

A. The second step is to separate functionalized costs into classifications.  Those 10 

classifications include 1) demand costs (costs associated with the kW demand 11 

imposed by the customer), 2) energy costs (costs that vary with the number of 12 

kilowatt hours used by the customer), 3) customer costs (costs that are directly 13 

related to the number of customers served) and 4) labor costs (costs that are directly 14 

related to payroll expenses associated with serving customers).  The cost 15 

classifications used for the functions are as follows: 16 

 Function     Classification 17 

 Production and Purchased Power costs Demand, Energy 18 

 Transmission costs    Demand 19 

 Distribution costs    Demand, Customer 20 

 Customer Service costs   Customer 21 

 A&G costs     Labor 22 

 Production plant costs, such as depreciation and return on investment, are 23 

considered to be demand-related costs.   Most fuel and production operation and 24 
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maintenance (O&M) expenses are energy-related because they vary with the 1 

quantity of energy produced.  Transmission costs are demand-related because they 2 

are fixed and do not vary with energy usage.  Generally, the distribution system 3 

costs are affected by either demand or by the number of customers served.  4 

Demand-related distribution costs will usually vary with the size of the load served, 5 

while customer-related distribution costs vary with the number of customers 6 

receiving the service.  The classification process provides a basis on which to 7 

allocate different categories of costs (demand, energy or customer) to the utility’s 8 

jurisdictions. 9 

Q. PLEASE DESCRIBE THE ALLOCATION PROCESS. 10 

A.  The third and final step is to allocate functionalized and classified costs among the 11 

jurisdictions based on how the costs are incurred for each jurisdiction.  The 12 

objective in this process is to determine a reasonable, appropriate and 13 

understandable method to assign costs.  Some costs are directly assignable to a 14 

jurisdiction.  Cost related to regulatory deferrals may be associated with a specific 15 

jurisdiction and may therefore be directly assigned to that jurisdiction.  Most costs, 16 

however, are attributable to all of a utility’s jurisdictions.  These are joint costs and 17 

must be allocated to the jurisdictions by an allocation methodology that is based on 18 

the classification described above for that cost. 19 

Q. ARE THE ALLOCATION METHODS EMPLOYED BY THE COMPANY 20 

CONSISTENT WITH THE PREVIOUSLY DISCUSSED COST OF SERVICE 21 

PRINCIPLES? 22 

A. Yes.  The allocation methodologies utilized in the Company’s cost of service study 23 

were chosen after giving consideration to each of the principles discussed 24 
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previously.  The results of the cost of service study can be relied upon to determine 1 

the appropriate revenue requirement for the Company’s Kentucky retail jurisdiction. 2 

Q. ARE YOU RESPONSIBLE FOR THE KENTUCKY JURISDICTIONAL 3 

METHODOLOGY USED IN THE PREPARATION OF THIS CASE? 4 

A. Yes.  The allocation methodology and the allocation factors used to calculate the 5 

Kentucky retail jurisdictional amounts were developed by me. The methodology 6 

used in this case is the same methodology used in the Company’s last several rate 7 

cases. 8 

V. ALLOCATIONS 

Q. PLEASE DESCRIBE HOW THE ENERGY ALLOCATION FACTOR (EAF) 9 

WAS DETERMINED. 10 

A. The retail customers test year sales of energy were accumulated and adjusted to the 11 

generation level by applying the appropriate transmission and distribution loss 12 

factors to obtain KWH of test period sales of energy to retail customers. The result 13 

was then divided by the net total Company energy requirements at the generation 14 

level to obtain the retail energy allocation factor. 15 

Q. PLEASE DESCRIBE HOW THE DEMAND ALLOCATION FACTOR 16 

(PDAF) WAS DETERMINED. 17 

A. The Company serves retail customers under the jurisdiction of the Kentucky Public 18 

Service Commission and two wholesale customers that are regulated by FERC 19 

jurisdiction.  One basis for allocating the elements of the cost of property between 20 

retail and wholesale customers is the respective contribution by each of the two 21 

classes to the Company’s peak demand.  The PDAF reflects the coincident demand 22 

of the Company’s retail customers at the time of Kentucky Power’s monthly peak 23 
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demand; in other words, it represents the kilowatt contribution of those customers to 1 

the Company’s monthly peak demand.  The production demand allocation factor 2 

was calculated by dividing the average of the twelve monthly retail class coincident 3 

demands, adjusted for losses to the generation levels, by the average of the twelve 4 

monthly total Company internal peak demands.  The transmission and sub-5 

transmission demand allocation factors are the same as the production demand 6 

allocation factor. 7 

Q. PLEASE DESCRIBE THE ALLOCATION OF KPCO’S ELECTRIC PLANT 8 

IN SERVICE. 9 

A.  Electric Plant in Service was separated into different plant categories by function 10 

and then allocated accordingly. KPCo’s Production plant was allocated to the two 11 

jurisdictions using the production demand allocation factor (PDAF).  Transmission 12 

plant was allocated using the transmission demand allocation factor (TDAF).  13 

Distribution plant was allocated using the gross plant distribution factor (GP-DIST).  14 

General and Intangible plant were allocated using gross plant production, 15 

transmission and distribution factor (GP-PTD).    16 

Q. PLEASE DESCRIBE THE ALLOCATION OF KPCO’S ACCUMULATED 17 

PROVISION FOR DEPRECIATION AND AMORTIZATION. 18 

A. KPCo’s Accumulated Provision for Depreciation and Amortization were 19 

functionalized and classified in a fashion similar to KPCo’s Electric Plant in 20 

Service.  Production, transmission and distribution accumulated depreciation was 21 

allocated consistent with the allocation of the associated plant.  General and 22 

Intangible plant accumulated depreciation was allocated by GP-PTD factor. 23 
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Q. PLEASE DESCRIBE THE ALLOCATION OF KPCO’S OTHER RATE 1 

BASE COMPONENTS. 2 

A. Electric Plant held for Future Use, Construction Work in Progress and Allowance 3 

for Funds Used during Construction were booked by functional group and then 4 

allocated using the associated plant factors. The Carrs Site, which represents the 5 

majority of the production-related Plant Held for Future Use, is a ratemaking 6 

elimination and is removed from Plant Held for Future Use prior to the allocation 7 

process.  8 

Fuel and Allowance Inventory were allocated using the energy allocation 9 

factor (EAF).  Materials and Supplies were separated into functional groups and 10 

allocated by associated plant factors accordingly.  Materials and Supplies other 11 

components, such as Lime, Limestone, Urea and Urea In-Transit are allocated using 12 

the EAF.  Prepayments were allocated using the gross plant total allocation factor 13 

(GP-TOT). 14 

  The Cash Working Capital component is calculated by using the standard 15 

formula of one-eighth of Total Company O&M expenses.  This equals one and one 16 

half months of the Company’s O&M expenses.   17 

  Accumulated Deferred Investment Tax Credit amounts were provided by 18 

Company Witness Bartsch.  Customer Advances and Customer Deposits are a result 19 

of the Kentucky jurisdiction retail operations and therefore 100% of these amounts 20 

are allocated to the Kentucky retail jurisdiction. 21 

Q. PLEASE DESCRIBE THE ALLOCATION OF KPCO’S OPERATING 22 

REVENUES. 23 
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A. Sales revenue was directly assigned to each jurisdiction where possible.  Demand-1 

related system sales revenue was allocated based on the PDAF.  Energy-related 2 

system sales revenue was allocated on the EAF.   3 

Forfeited Discounts and miscellaneous service revenues were a result of the 4 

Kentucky jurisdiction retail operations and therefore directly assigned 100% to 5 

Kentucky retail jurisdiction.   6 

Rent from electric property and other electric revenue were allocated to 7 

jurisdictions based on the corresponding functional allocator.  DSM revenues and 8 

various transmission agreement revenues were removed to derive the total electric 9 

utility other operating revenues. 10 

Q. PLEASE DESCRIBE THE ALLOCATION OF KPCO’S OPERATING AND 11 

MAINTENANCE EXPENSES. 12 

A. Production-related Operation and Maintenance (O&M) expenses were classified as 13 

either demand or energy-related.  The demand component was allocated using the 14 

PDAF and the energy component was allocated using the EAF. 15 

  Transmission-related O&M was allocated based on the gross plant 16 

transmission (GP-TRANS) allocation factor or directly assigned as applicable. 17 

  Distribution-related O&M was allocated based on the gross plant 18 

distribution (GP-DIST) allocation factor or directly assigned as applicable. 19 

  Customer Accounts, Customer Information and Customer Service expense 20 

were classified as customer-related and allocated on the total number of customers. 21 

  Administrative and General (A&G) Regulatory and Sales O&M expense 22 

was specifically assigned to retail.  Non-regulatory Administrative and General 23 
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(A&G) expenses have been distributed to the other functions in proportion to related 1 

payroll expenses and then allocated to the Kentucky retail jurisdiction. 2 

Q. PLEASE DESCRIBE THE ALLOCATION OF KPCO’S DEPRECIATION 3 

AND AMORTIZATION EXPENSE. 4 

A. Depreciation and Amortization were booked by functional group then allocated 5 

using the associated plant factors.  6 

Q. PLEASE EXPLAIN HOW KPCO’S TAXES OTHER THAN FEDERAL AND 7 

STATE INCOME TAXES WERE ALLOCATED. 8 

A. Taxes Other than Income Taxes were classified as relating to payroll, property, 9 

revenue, demand or energy and allocated accordingly or directly assigned.  Payroll 10 

taxes are related to labor and allocated on the payroll allocation factor (OML).  11 

Property taxes were allocated using the GP-TOT allocation factor.  12 

Q. PLEASE EXPLAIN HOW KPCO’S FEDERAL AND STATE INCOME 13 

TAXES WERE ALLOCATED. 14 

A. For details on Federal and State Income Taxes, please see Company witness Bartsch 15 

testimony and supporting tax schedules. 16 

Q. PLEASE EXPLAIN HOW ADJUSTMENTS FOR KPCO WERE 17 

INCORPORATED INTO SECTION V. 18 

A. Kentucky retail adjustments were provided to me by way of individual worksheets, 19 

which were compiled and prepared by various Company witnesses based on their 20 

expertise.  I added the Kentucky retail adjustments to the Kentucky retail per books 21 

cost of service amounts to arrive at the going-level Kentucky jurisdictional cost of 22 

service. 23 
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Q. PLEASE EXPLAIN THE DIFFERENCES IN PRESENTATION, FROM 1 

PAST FILINGS, IN THE FORMAT OF THE COMPANY’S 2 

JURISDICTIONAL COST OF SERVICE STUDY. 3 

A. The differences in presentation in the Company’s jurisdictional cost of service study 4 

pertain mainly to departures from the Company’s previous filing format of Section 5 

V, Schedule 5 through Schedule 17.   6 

Q. PLEASE EXPLAIN THE REASON FOR THE DEPARTURE FROM THE 7 

FORMAT USED IN PAST JURISDICTIONAL COST OF SERVICE 8 

STUDIES OF THE COMPANY. 9 

A. The new format provides greater detail by FERC account, which should facilitate 10 

the review of the Company’s Cost of Service.   11 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 12 

A. Yes. 13 
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DIRECT TESTIMONY OF 

HUGH E. MCCOY, ON BEHALF OF 
KENTUCKY POWER COMPANY  

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
                                                       

I.   INTRODUCTION 
 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A. My name is Hugh E. McCoy.  My position is Director of Accounting Policy and 2 

Research for the American Electric Power Service Corporation (AEPSC), a wholly 3 

owned subsidiary of American Electric Power Company, Inc. (AEP).  AEP is the 4 

parent company of Kentucky Power Company (Kentucky Power or the Company).  5 

AEPSC supplies engineering, financing, accounting and similar planning and 6 

advisory services to AEP’s ten electric operating companies, including Kentucky 7 

Power.  My business address is 1 Riverside Plaza, Columbus, Ohio 43215. 8 

II.   BACKGROUND 

Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND 9 

BUSINESS EXPERIENCE. 10 

A. I graduated magna cum laude from West Virginia University in 1977, with a 11 

Bachelor of Science in Business Administration degree in Accounting. 12 

  From 1977 to 1981, I was employed by Peat, Marwick, Mitchell and Co., 13 

where I was promoted to Audit Supervising Senior.  I have been a Certified Public 14 

Accountant since 1979 and a member of the American Institute of Certified Public 15 

Accountants since 1980. 16 

  Since 1981, I have been employed by AEPSC.  I served from 1981 to early 17 

1998 in Accounting Policy and Research, initially as a Treasury Staff Accountant 18 
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and beginning in 1989 as a Senior Treasury Staff Accountant.  In 1998, I was 1 

promoted to Manager of Utility Ledgers for AEP’s operating companies in Ohio.  2 

In 2000, I was promoted to Assistant Controller of Non-Regulated Accounting.  3 

Following two years in that position and a one-year rotational assignment to 4 

Corporate Finance, I returned to Accounting Policy and Research in my current 5 

position in 2003 and assumed plant accounting policy responsibilities in 2010. 6 

Q. WHAT ARE YOUR RESPONSIBILITIES AS DIRECTOR OF 7 

ACCOUNTING POLICY AND RESEARCH? 8 

A. I am responsible for performing accounting research, recommending accounting 9 

policy and procedures, reporting on the financial effects of potential transactions, 10 

and developing accounting instructions for certain non-routine transactions and new 11 

accounting rules.  I serve as AEP’s primary internal advisor with regard to issues 12 

surrounding the accounting for employee benefits, including pensions and 13 

postretirement benefits.  I also have supervisory responsibility for plant accounting 14 

policy matters. 15 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS OR OTHER 16 

UTILITY REGULATORY COMMISSIONS? 17 

A. Yes, I have previously testified on retiree benefits accounting before this 18 

Commission, the state utility regulatory commissions of Indiana, Louisiana, 19 

Michigan, Ohio, Oklahoma, Tennessee, Texas, Virginia, and West Virginia, and the 20 

Federal Energy Regulatory Commission. 21 
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III.   PURPOSE OF TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 1 

PROCEEDING? 2 

A. The purpose of my direct testimony is to address for the Company the amount of 3 

pension cost and postretirement benefit cost that the Company has included for 4 

ratemaking purposes.  In addition, I will support the inclusion in rate base of the 5 

additional cash investment in the pension trust fund recorded as a prepaid pension 6 

asset in accordance with generally accepted accounting principles.  This additional 7 

pension funding benefits customers through substantially reduced pension cost. 8 

Q. ARE YOU SPONSORING ANY EXHIBITS IN THIS PROCEEDING? 9 

A. Yes, I am sponsoring Exhibits HEM-1 through HEM-3.  Exhibit HEM-1 is my 10 

schedule that compiles pension and postretirement benefit costs from the 2013 and 11 

2014 actuarial reports and computes pension and postretirement benefit costs for the 12 

twelve months ended September 30, 2014.  Exhibit HEM-2 consists of the 2014 13 

pension and postretirement benefit actuarial reports prepared by the Company’s 14 

independent actuary, Towers Watson.  Exhibit HEM-3 is my schedule of the effect 15 

of additional pension contributions recorded as a prepaid pension asset in reducing 16 

pension cost. 17 

IV.   PENSION COST 

Q. PLEASE DESCRIBE THE COMPANY’S PENSION PLANS. 18 

A. The employees of the Company participate in the AEP defined benefit pension plan 19 

(“AEP Plan”).  This plan is subject to the Employee Retirement Income Security 20 

Act of 1974 (ERISA) and various regulations under the Internal Revenue Code 21 
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(IRC).  The AEP Plan provides benefits based on either a cash balance design or, 1 

for employees who were plan participants on December 31, 2000, under a 2 

grandfathered design.  The cash balance design provides participants with a 3 

notional account that provides annual credits based on compensation, age, and years 4 

of service, plus annual interest on the account balance.  The grandfathered design 5 

provides a final average pay benefit that continued to grow for a ten-year transition 6 

period ending December 31, 2010.  At retirement, grandfathered participants may 7 

choose either the grandfathered benefit or the cash balance benefit. 8 

Q. HOW IS PENSION COST DETERMINED? 9 

A. The Company’s pension cost is computed as part of an annual actuarial valuation 10 

performed by Towers Watson, the Company’s independent actuary, in accordance 11 

with generally accepted accounting principles under Financial Accounting 12 

Standards Board (FASB) Statement of Financial Accounting Standards No. (FAS) 13 

87, Employers’ Accounting for Pensions (also known as FASB ASC 715-30). 14 

  As required by FAS 87, ERISA, and actuary professional standards, Towers 15 

Watson performs the valuation using reasonable actuarial methods and 16 

assumptions, which are disclosed in Appendix A - Statement of Actuarial 17 

Assumptions and Methods – to the actuarial reports included in Exhibit HEM-2.  18 

These actuarial assumptions, which are consistent with the requirements of FAS 87, 19 

are discussed in more detail later in this testimony.  All of the underlying actual 20 

economic and demographic data included in the April 2014 actuarial reports was 21 

complete, known and measurable as of December 31, 2013. 22 
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  Although Kentucky Power participates along with other affiliates in the AEP 1 

Plan, the Company’s pension benefit cost is computed directly based on the specific 2 

demographics of the Company’s actual employees and retirees and based on the 3 

Company’s actual trust fund contributions and benefit payments.  Accordingly, an 4 

assignment of a portion of total cost of the AEP Plan to the Company is not necessary.  5 

This long-standing method of determining the Company’s pension cost is 6 

reasonable, fair, and equitable and results in no cross-subsidization of cost between 7 

the Company and its affiliates.  8 

Q. WHAT ARE THE COMPONENTS OF PENSION COST UNDER FAS 87? 9 

A. FAS 87 pension cost includes the following components: 10 

• Service cost, or the present value of benefits earned by employees for the 11 

current year. 12 

• Interest cost on the projected benefit obligation (PBO).  Interest accrues each 13 

year because the PBO is computed on a discounted, or present value, basis. 14 

• Investment return expected on trust fund assets. 15 

• Amortization of deferred costs, including: 16 

o Actuarial gains and losses, or differences between actual and projected 17 

economic and demographic experience. 18 

o Prior service cost, or fluctuations in the PBO caused by retroactive plan 19 

design changes. 20 

o Transition asset or obligation, or the catch-up adjustment upon initial 21 

application of FAS 87. 22 
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Q. PLEASE DESCRIBE THE ASSUMPTIONS USED IN THE COMPANY’S 1 

FAS 87 ACTUARIAL REPORT. 2 

A. FAS 87 actuarial assumptions fall into two categories: demographic assumptions 3 

and economic assumptions.  These assumptions are annually reviewed with the 4 

independent actuary and adjusted as appropriate to ensure that they are reasonable, 5 

both individually and in aggregate, and that they accurately reflect expected future 6 

experience of the plan.  These assumptions also apply to postretirement benefit cost 7 

under FASB FAS 106, Employers’ Accounting for Postretirement Benefits Other 8 

Than Pensions (also known as FASB ASC 715-60). 9 

Q. PLEASE DESCRIBE THE DEMOGRAPHIC ASSUMPTIONS USED IN 10 

THE ACTUARIAL STUDIES AND HOW THEY WERE DEVELOPED. 11 

A. The demographic assumptions used to develop pension and postretirement benefit 12 

liabilities include mortality rates, employee withdrawal rates, expected retirement 13 

age, and assumptions regarding marital status and spouse’s age.  The assumptions 14 

regarding expected mortality and marital status are considered standard and are 15 

used by the majority of large companies for their FAS 87 and FAS 106 actuarial 16 

valuations.  The employee turnover and retirement assumptions are based on studies 17 

of prior AEP demographic experience. 18 

Q. PLEASE DESCRIBE THE ECONOMIC ASSUMPTIONS AND HOW THEY 19 

WERE DEVELOPED. 20 

A. The economic assumptions used to develop pension and postretirement benefit 21 

liabilities include discount rate selection, an assumption regarding the expected 22 

long-term rate of return on plan assets, and estimates of expected future growth of 23 
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employee salaries.  The discount rate is used to adjust for the time value of money, 1 

as most of each plan’s expected benefit payments will not be paid for many years.  2 

In accordance with FAS 87 and FAS 106, the discount rate is chosen as of the 3 

Company’s December 31 annual measurement date to be in line with high-quality 4 

corporate bond yields.  The rate chosen is based on the matching of high quality 5 

corporate bond spot rates to the annual projected benefit payments expected for the 6 

plans.   7 

  The long-term rate of return on assets is chosen based on a study of the mix of 8 

the assets funding the plan and the expected rate of return on each asset category.  9 

Lastly, the salary growth rate takes into account expected changes in compensation 10 

levels, including cost-of-living adjustments, merit increases, and promotions.  This 11 

assumption also is based on prior AEP experience.  All three of these economic 12 

assumptions are the same or similar for the FAS 87 valuation and the FAS 106 13 

valuation, except that the FAS 106 expected return on assets assumption takes into 14 

account the different effect of income taxes on postretirement benefit trust funds. 15 

Q. DO THE ACTUARIAL ASSUMPTIONS AND METHODS DISCUSSED 16 

ABOVE PROVIDE A REASONABLE BASIS FOR DETERMINING THE 17 

LEVEL OF PENSION COST TO BE INCLUDED IN COST OF SERVICE? 18 

A. Yes.  The demographic and economic actuarial assumptions, as well as the methods 19 

used for the pension valuation, are reasonable both individually and in the 20 

aggregate.  They are consistent with the requirements of generally accepted 21 

accounting principles as set forth in FAS 87 and actuarial industry standards and 22 

they have been consistently applied from year to year. 23 
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Q. WHAT AMOUNT OF PENSION COST IS REFLECTED IN THE 1 

COMPANY’S FILING? 2 

A. Exhibit HEM-1 shows the amount of the Company’s actual FAS 87 pension cost for 3 

the 2013 and 2014 calendar years from each year’s actuarial report.  Exhibit HEM-1 4 

also computes the Company’s total pension cost of $4,249,110 for the twelve 5 

months ended September 2014 test year.  However, consistent with prior filings, the 6 

Company’s filing includes the calendar year 2014 total pension cost of $4,311,543 7 

since this updated amount is more representative of the cost to be incurred during 8 

the period that rates resulting from this proceeding will be in effect.  The 9 

Transmission and Distribution pension cost as shown on Exhibit HEM-1 is 10 

$2,637,992 for the twelve months ended September 30, 2014 and $2,567,458 for the 11 

calendar year 2014. The Generation portion of pension cost is included in 12 

adjustments related to recovery of Big Sandy Plant and Mitchell Plant costs 13 

supported by Company Witness Yoder. 14 

Q. WHY IS TRANSMISSION AND DISTRIBUTION PENSION COST LOWER 15 

FOR THE CALENDAR YEAR 2014 THAN FOR THE TWELVE MONTHS 16 

ENDED SEPTEMBER 2014 TEST YEAR? 17 

A. Transmission and Distribution pension cost for the Company decreased in calendar 18 

year 2014 mainly because of favorable changes in both investment return and interest 19 

rates. 20 

Q.  PLEASE EXPLAIN THE BASIS FOR THE BREAKOUT ON EXHIBIT 21 

HEM-1 OF QUALIFIED AND NON-QUALIFIED COSTS. 22 
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A. The schedule on Exhibit HEM-1 accumulates separate columns for the amount of 1 

qualified cost and for the amount of non-qualified cost (also know as excess, 2 

supplemental, or SERP (Supplemental Employee Retirement Plan) cost), since a 3 

separate actuarial report is prepared for each.  Actuarial reports typically are 4 

prepared separately for the amount of pension benefits that may be included in a 5 

qualified pension trust fund under ERISA versus the excess or supplemental amount 6 

related to benefits beyond the statutory qualified plan limits on benefits and pay.  7 

This helps to avoid confusion about funding of qualified plans and provides the 8 

segregated information required by accounting and reporting rules.  The distinction 9 

between qualified and non-qualified amounts has no bearing on the amount of costs 10 

that are reasonable and necessary to meet the Company's requirements to provide 11 

reasonable and adequate pensions for its employees.  The qualified amount is 12 

simply the portion that is subject to ERISA requirements, protections and income 13 

tax incentives.  The supplemental amount is the portion of an employee’s pension 14 

benefit that exceeds the qualified plan limits on benefits and pay. 15 

Q. DOES THE SERP PROVIDE SEPARATE AND ADDITIONAL BENEFITS 16 

TO THE COMPANY’S EXECUTIVES? 17 

A. No.  The same pension benefit formula applies to all employees regardless of pay 18 

level.  The supplemental plan simply replaces the portion of pension benefits that 19 

otherwise would be lost under the qualified plan limits.  It is reasonable and 20 

necessary to provide the supplemental pension plan to replace the portion of pension 21 

benefits that otherwise would be lost so that the Company can attract, retain, and 22 

motivate competent and qualified leaders. 23 
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V.   POSTRETIREMENT BENEFIT COST 

Q. PLEASE DESCRIBE THE COMPANY’S POSTRETIREMENT BENEFIT 1 

PLAN. 2 

A. The employees of the Company also participate in AEP’s Non-UMWA 3 

Postretirement Benefit Plan, which provides medical and life insurance benefits to 4 

AEP employees who are not members of the United Mine Workers of America.  5 

AEP provides postretirement benefits, including subsidized medical and dental 6 

coverage, prescription drug coverage, and life insurance benefits, to employees who 7 

retire directly from an AEP System company after attaining at least age 55 with at 8 

least ten years of service. 9 

Q. HOW IS POSTRETIREMENT BENEFIT COST DETERMINED? 10 

A. The Company’s postretirement benefit cost is computed as part of an annual 11 

actuarial valuation performed by Towers Watson, the Company’s independent 12 

actuary, in accordance with generally accepted accounting principles under the 13 

requirements of FAS 106.  As required by FAS 106 and actuary industry standards, 14 

Towers Watson performs the valuation using reasonable actuarial methods and 15 

assumptions, which are disclosed under Appendix A – Statement of Actuarial 16 

Assumptions and Methods in the actuarial report included in Exhibit HEM-2.  These 17 

actuarial assumptions, which are consistent with the requirements of FAS 106, are 18 

discussed in more detail later in this testimony. 19 

  As is the case with the calculation of pension cost that I discussed above, the 20 

Company’s postretirement benefit cost is computed directly based on the specific 21 
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demographics of the Company’s actual employees and retirees and based on the 1 

Company’s actual trust fund contributions and benefit payments.  This method of 2 

determining the Company’s postretirement benefit cost is reasonable, fair and 3 

equitable and results in no cross-subsidization of cost between the Company and its 4 

affiliates. 5 

  The 2014 actuarial report was completed in April 2014.  All of the underlying 6 

actual economic and demographic data included in the 2014 actuarial report was 7 

complete, known and measurable as of December 31, 2013. 8 

Q. WHAT ARE THE COMPONENTS OF POSTRETIREMENT BENEFIT 9 

COST? 10 

A. FAS 106 postretirement benefit cost includes the same components as FAS 87 11 

pension cost already discussed above, those being service cost, interest cost, 12 

investment return, and amortizations.  Except for minor differences necessitated by 13 

the slightly different nature of pension benefits and postretirement benefits, the 14 

requirements of FAS 106 are very similar to those of FAS 87. 15 

  FAS 106 requires that employers such as the Company record the cost of 16 

postretirement benefits on an accrual basis during the working lives of employees.  17 

Under FAS 106, employers are required to accrue during employees' years of 18 

service a liability for the present value of their future benefits, so that an employer 19 

will have accrued the present value of the entire benefit cost by the employee's 20 

retirement date.  The FASB based the rule on its decision that postretirement 21 

benefits are a form of deferred compensation that should be recorded on an accrual 22 

basis as the benefits are earned, much like pensions. 23 
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Q. PLEASE DESCRIBE THE ASSUMPTIONS USED IN THE FAS 106 1 

ACTUARIAL REPORT. 2 

A. FAS 106 actuarial assumptions fall into three categories: demographic assumptions, 3 

economic assumptions, and health care cost assumptions.  These assumptions are 4 

reviewed with the independent actuary and adjusted annually to ensure that they are 5 

reasonable, both individually and in aggregate, and that they accurately reflect 6 

expected future experience of the plan.  Demographic assumptions and economic 7 

assumptions also apply to pension cost under FAS 87. 8 

Q. WHAT DEMOGRAPHIC AND ECONOMIC ASSUMPTIONS WERE USED 9 

IN THE POSTRETIREMENT BENEFIT ACTUARIAL STUDY AND HOW 10 

WERE THEY DEVELOPED? 11 

A. The demographic and economic assumptions used to develop pension liabilities 12 

also apply to the assumptions used to develop postretirement benefit liabilities.  13 

Q. PLEASE DESCRIBE HOW THE HEALTH CARE COST ASSUMPTIONS 14 

USED IN THE FAS 106 STUDY WERE DEVELOPED. 15 

A. The health care cost trend rate for each future year is the expected annual rate of 16 

increase in the per capita health care charges submitted for reimbursement under the 17 

plan, before the effect of deductibles and co-payments.  These rates are developed 18 

based on an analysis of the plan’s design and experience, as well as medical cost 19 

trend rate information available from the insurance industry and published surveys.  20 

These data take into account all appropriate components of medical inflation that 21 

might affect retiree medical costs, including pure costs of services, utilization, cost 22 

shifting, technological advances, growth, and increase in malpractice insurance 23 
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costs.  The rates that are developed are then compared to the rates being used by 1 

other large organizations to make sure they are in line with assumptions being used 2 

for plans with similar benefits. 3 

Q. DO THE ACTUARIAL ASSUMPTIONS AND METHODS DISCUSSED 4 

ABOVE PROVIDE A REASONABLE BASIS FOR DETERMINING THE 5 

LEVEL OF POSTRETIREMENT BENEFIT COST TO BE INCLUDED IN 6 

COST OF SERVICE? 7 

A. Yes.  The actuarial assumptions and methods used for the postretirement benefits 8 

valuation are reasonable both individually and in the aggregate.  They are consistent 9 

with the requirements of generally accepted accounting principles as set forth in 10 

FAS 106 and actuarial industry standards. 11 

Q. WHAT AMOUNT OF POSTRETIREMENT BENEFIT COST IS THE 12 

COMPANY REQUESTING? 13 

A. Exhibit HEM-1 shows the amount of the Company’s actual FAS 106 postretirement 14 

benefit cost for the 2013 and 2014 calendar years from each year’s actuarial report.  15 

Exhibit HEM-1 also computes the Company’s postretirement benefit cost of 16 

$(2,346,792) for the twelve months ended September 2014 test year.  However, the 17 

Company’s filing includes the calendar year 2014 postretirement benefit cost of 18 

$(2,793,315) since this updated amount is more representative of the cost to be 19 

incurred during the period that rates resulting from this proceeding will be in effect.  20 

The Transmission and Distribution postretirement benefit cost as shown on Exhibit 21 

HEM-1 is $(1,462,835) for the twelve months ended September 30, 2014 and 22 

$(1,714,439) for the calendar year 2014.  The Generation portion of postretirement 23 
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benefit cost is included in adjustments related to recovery of Big Sandy Plant and 1 

Mitchell Plant costs supported by Company Witness Yoder. 2 

Q. WHY IS POSTRETIREMENT BENEFIT COST A NEGATIVE AMOUNT? 3 

A. Postretirement benefit cost for the Company turned negative (a credit to expense) in 4 

2013 mainly because of a plan amendment effective for retirements after 2012 that 5 

caps the Company’s contribution to retiree medical coverage, thereby reducing the 6 

Company’s exposure to future medical cost inflation.  The resulting decline in the 7 

plan benefit obligation creates an actuarial gain that under FAS 106 is amortized to 8 

postretirement benefit cost over about 12 years beginning in 2013. 9 

Q. WHY IS THE TRANSMISSION AND DISTRIBUTION 10 

POSTRETIREMENT BENEFIT CREDIT OR NEGATIVE COST HIGHER 11 

FOR THE CALENDAR YEAR 2014 THAN FOR THE TWELVE MONTHS 12 

ENDED SEPTEMBER 2014 TEST YEAR? 13 

A. The amount of Transmission and Distribution postretirement benefit credit or 14 

negative cost for the Company increased in 2014 mainly because of favorable 15 

investment return and refined actuarial assumptions. 16 

VI.   RATE BASE TREATMENT OF THE PREPAID PENSION ASSET 

Q. PLEASE EXPLAIN THE AMOUNT OF ADDITIONAL PENSION 17 

FUNDING THAT SHOULD BE INCLUDED IN RATE BASE. 18 

A. In accordance with the provisions of generally accepted accounting principles under 19 

FAS 87, the Company has recorded as a prepaid pension asset additional cash 20 

pension contributions in excess of FAS 87 pension cost in the amount of 21 

$53,709,968 as of September 30, 2014.  This total prepaid pension asset balance is 22 
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separate from the related accumulated deferred federal income taxes that serve to 1 

reduce the combined rate base effect.  As shown on EXHIBIT HEM-3, this prepaid 2 

pension asset includes substantial contributions totaling approximately $75 million 3 

from 2005 through 2014. 4 

Q. HAS THE COMPANY BROUGHT THE ADDITIONAL PENSION 5 

CONTRIBUTIONS BEFORE THE COMISSION IN PRIOR CASES? 6 

A. Yes, in Case No. 2005-00341, Case No. 2009-00459, and Case No. 2013-00197. 7 

Q. WHY DID THE COMPANY MAKE THESE ADDITIONAL PENSION 8 

CONTRIBUTIONS? 9 

A. The 2005 additional cash contributions eliminated the funding shortfall that had 10 

developed between pension plan assets and the FAS 87 benefit obligation.  As a 11 

result of these additional contributions, the Company's qualified pension benefit 12 

obligation was fully funded at the end of 2005 and through 2007. Following the 13 

market downturn in 2008, additional pension contributions were required in 2010, 14 

2011, 2012, and 2014. 15 

Q. IS THIS PREPAID PENSION BALANCE THAT THE COMPANY 16 

PROPOSES TO INCLUDE IN RATE BASE ENTIRELY SUPPORTED BY 17 

CASH CONTRIBUTIONS? 18 

A. Yes, the prepaid pension amount to be included in rate base is entirely supported by 19 

actual cash contributions in excess of pension cost.  Including this amount in rate 20 

base will allow ratemaking recognition of the Company’s cost of funds on the 21 

additional cash contributions.  Not included in the Company’s request are non-cash 22 

accrual adjustments made under FAS 158, Employers’ Accounting for Defined 23 



MCCOY- 16 

Benefit Pension and Other Postretirement Plans (also known as FASB ASC 715-1 

20), since such adjustments have no effect on the amount of the Company’s cash 2 

pension investment or its FAS 87 pension cost. 3 

Q. DOES ANY PORTION OF THE PREPAID PENSION ASSET SERVE TO 4 

PRE-FUND THE COMPANY'S PENSION OBLIGATIONS IN ADVANCE? 5 

A. No.  These additional contributions were made to address substantial underfunding 6 

that would have continued to exist if the contributions had not been made.  They do 7 

not relate to anticipating or pre-funding future obligations but rather were made to 8 

help catch-up funding to the current accumulated benefit obligation.  With these 9 

additional contributions, the Company’s qualified pension plan was about 100 percent 10 

funded in terms of the FAS 87 benefit obligation at December 31, 2013.  Without the 11 

additional pension contributions that are recorded as a prepaid pension asset, the 12 

qualified pension would be only about 69 percent funded, a dangerously low level.  13 

The additional pension contributions have been prudently incurred by the Company 14 

to provide service to its customers, are necessary for the provision of service, and 15 

constitute property that is used and useful in providing public service. 16 

Q. PLEASE EXPLAIN WHY THE ADDITIONAL PENSION 17 

CONTRIBUTIONS WERE NECESSARY. 18 

A. As explained above, pension cost included in cost of service for ratemaking 19 

purposes is based on generally accepted accounted principles as set forth in FAS 87.  20 

However, pension contributions are based on separate ERISA requirements, so the 21 

amount of pension cost and the amount of pension cash contribution can often vary.  22 

FAS 87 requires that this difference be recorded on the balance sheet as a 23 
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prepayment if contributions exceed cost or as a liability if cost exceeds 1 

contributions. 2 

  The Company's pension funding shortfall under FAS 87 grew substantially 3 

over the period 2000 through 2003 because of a combination of factors that 4 

increased significantly the difference between the accumulated pension benefit 5 

obligation and the pension fund assets.  The decline in value of the pension fund 6 

assets and the increase in pension obligations caused the Company’s previously 7 

well-funded pension plan to become significantly underfunded, as was the case for 8 

other pension plans in the industry. 9 

   By 2005, the amount of underfunding had reached the point that it was neither 10 

prudent nor reasonable for the Company to rely on the shortfall reversing over time 11 

through normal market activity and ERISA-required cash contributions.  Moreover, 12 

allowing the disparity between pension assets and the accumulated pension 13 

obligation to remain at the then current level, or risking possible further growth in 14 

the disparity, would have entailed making substantially increased required pension 15 

funding contributions in future years, since the additional investment income that 16 

results from contributing earlier rather than later reduces the total amount that needs 17 

to be contributed over time.  Accordingly, the Company needed to take action by 18 

making additional contributions to bring the pension fund assets and the 19 

accumulated benefit obligation into alignment.  Under these circumstances, the 20 

making of the additional contributions was clearly prudent and necessary.  21 

   The market decline of 2008 and the decline in interest rates in 2009 through 22 

2012 again caused the difference between the benefit obligation and the pension 23 
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fund assets to grow.  As a result, the Company made substantial additional 1 

contributions in 2010, 2011 and 2012.  These contributions were prudently made to 2 

reduce the funding shortfall and to bring the pension assets closer into alignment 3 

with the benefit obligation. 4 

Q. DO CUSTOMERS OF THE COMPANY BENEFIT FROM THE 5 

ADDITIONAL FUNDING OF THE PENSION PLAN? 6 

A. Yes, customers benefit from the investment earnings on the additional fund assets.  7 

This has the effect of reducing future pension cost under generally accepted 8 

accounting principles in an amount that grows over time through compounding.  As 9 

computed on Exhibit HEM-3, the additional pension contributions recorded as a 10 

prepaid pension asset reduced by approximately $4.2 million the 2014 pension cost 11 

that the Company would have had to recover from customers.  In other words, had 12 

the Company not made the additional pension contributions, the Company’s total 13 

amount of 2014 pension cost would have been nearly $8.5 million instead of 14 

approximately $4.3 million. 15 

Q. DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY? 16 

A. Yes, it does. 17 
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FAS 106
Qualified SERP Total Pension OPEB Cost

Distribution 2,532,324 3,895 2,536,219 (600,974)
Transmission 313,374 0 313,374 (107,047)
     Total Wires 2,845,698 3,895 2,849,593 (708,021)

Generation (Big Sandy) 1,212,219 0 1,212,219 (299,204)
50% of Mitchell 0 0 0 0
     Total Generation 1,212,219 0 1,212,219 (299,204)

     Total Company 4,057,917 3,895 4,061,812 (1,007,225)

Distribution 2,293,613 239 2,293,852 (1,495,454)
Transmission 273,606 0 273,606 (218,985)
     Total Wires 2,567,219 239 2,567,458 (1,714,439)

Generation (Big Sandy) 1,111,950 0 1,111,950 (856,233)
50% of Mitchell 632,135 0 632,135 (222,643)
     Total Generation 1,744,085 0 1,744,085 (1,078,876)

     Total Company 4,311,304 239 4,311,543 (2,793,315)

Distribution 2,353,291 1,153 2,354,444 (1,271,834)
Transmission 283,548 0 283,548 (191,001)
     Total Wires 2,636,839 1,153 2,637,992 (1,462,835)

Generation (Big Sandy) 1,137,017 0 1,137,017 (716,976)
50% of Mitchell 474,101 0 474,101 (166,982)
     Total Generation 1,611,118 0 1,611,118 (883,958)

     Total Company 4,247,957 1,153 4,249,110 (2,346,792)

Distribution (59,678) (914) (60,592) (223,620)
Transmission (9,942) 0 (9,942) (27,985)
     Total Wires (69,620) (914) (70,534) (251,605)

Generation (Big Sandy) (25,067) 0 (25,067) (139,257)
50% of Mitchell 158,034 0 158,034 (55,661)
     Total Generation 132,966 0 132,966 (194,918)

     Total Company 63,347 (914) 62,433 (446,522)

 Calendar Year 2014 Versus 12 
Months Ended September 2014 

Pension and Postretirement Benefit (OPEB) Cost in Account 926
Kentucky Power Company

FAS 87 Cost

 Calendar Year 2013 Actual per 
Actuarial Report 

 Calendar Year 2014 Actual per 
Actuarial Report 

 12 Months Ended September 2014 
Computed from Above 
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FAS 106
Qualified SERP Total Pension OPEB Cost

Calendar Year 2013 Actual per 
Actuarial Report 4,057,917 3,895 4,061,812 (1,007,225)

Calendar Year 2014 Actual per
Actuarial Report 5,190,316 239 5,190,555 (3,040,335)

12 Months Ended September 2014
Computed from Above 4,907,216 1,153 4,908,369 (2,532,058)

Calendar Year 2014 Versus
12 Months Ended September 2014 283,100 (914) 282,186 (508,278)

Pension and Postretirement Benefit (OPEB) Cost in Account 926

FAS 87 Cost

Kentucky Power Company
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2014 Actuarial Reports 

 

Exhibit HEM-2 includes the following 2014 AEP Actuarial Reports: 

• Exhibit HEM-2A  Qualified Pension 

• Exhibit HEM-2B  Supplemental Pension 

• Exhibit HEM-2C  Non-UMWA Postretirement 



This report is confidential and intended solely for the information and benefit of the immediate recipient thereof. It may not be distributed to 
a third party unless expressly allowed under the "Purpose and Actuarial Certification" section herein. 
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April 2014  

Purposes of valuation 
American Electric Power Co. (the Company) retained Towers Watson Delaware Inc. (“Towers 
Watson”), to perform an actuarial valuation of the American Electric Power System Retirement Plan for 
the purpose of determining the following: 

1. The minimum required contribution in accordance with ERISA and the Internal Revenue Code 
(IRC) for the plan year beginning January 1, 2014. 

2. The estimated maximum tax-deductible contribution for the tax year in which the 2014 plan year 
ends in accordance with ERISA as allowed by the IRC. The maximum tax-deductible contribution 
should be finalized in consultation with the Company’s tax advisor. 

3. Plan accounting information in accordance with FASB Accounting Standards Codification Topic 
960 (ASC 960). 

4. Determination of the Funding Target Attainment Percentage (FTAP) under IRC §430(d)(2), as 
reported in the Annual Funding Notice required under ERISA 101(f). 

5. The value of benefit obligations as of January 1, 2014 and American Electric Power Co.‘s 
pension cost for fiscal year ending December 31, 2014 in accordance with FASB Accounting 
Standards Codification Topic 715 (ASC 715-30). 

6. As requested by American Electric Power Co., a “specific certification” of the Adjusted Funding 
Target Attainment Percentage (AFTAP) for the American Electric Power System Retirement Plan 
under IRC §436 for the plan year beginning January 1, 2014. Please see Appendix C for 
additional information. Note that the AFTAP certification included herein may be superseded by a 
subsequent AFTAP certification for the American Electric Power System Retirement Plan for the 
plan year beginning January 1, 2014. 

Limitations 

This valuation has been conducted for the purposes described above and may not be suitable for any 
other purpose. In particular, please note the following: 

1. This report does not determine the plan’s liquidity shortfall requirements (if any) under IRC 
§430(j)(4). If applicable, we will determine such requirements separately as requested by the 
Company. 

2. This report does not determine liabilities on a plan termination basis, for which a separate 
extensive analysis would be required. 

3. The cost method for the minimum required contribution is established under IRC §430 and may 
not in all circumstances produce adequate assets to pay benefits under all optional forms of 
payment available under the plan when benefit payments are due. 

4. This valuation reflects our understanding of the relevant provisions of the Pension Protection Act 
of 2006 (PPA); the Worker, Retiree and Employer Recovery Act of 2008 (WRERA); the 
Preservation of Access to Care for Medicare Beneficiaries and Pension Relief Act of 2010 (PRA), 
and the Moving Ahead for Progress in the 21st Century Act (MAP-21). The IRS has yet to issue 
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final guidance with respect to certain aspects of these laws. It is possible that future guidance 
may conflict with our understanding of these laws based on currently available guidance and 
could therefore affect results shown in this report. 
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Section 1: Summary of results 
Summary of valuation results 

All monetary amounts shown in US Dollars 

Plan Year Beginning January 1, 2014  January 1, 2013

Funding 
 

Market value of assets with discounted receivable contributions 4,726,059,114  4,704,119,951 
 

Actuarial value of assets 4,653,384,245  4,699,409,537 
 

Funding balances  660,963,451  668,470,627 
 

Funding target 4,221,975,836  4,024,284,946 
 

Target normal cost 67,364,098  61,416,651 
 

Funding shortfall (surplus) 229,555,042  (6,653,964)
 

Funding target attainment percentage (FTAP) 94.56%  100.16% 
 

Minimum required contribution  
 Prior to application of funding balances 67,364,098  54,762,687 
 Net of available funding balances 0  0 
 

Effective interest rate 5.66%  6.24% 
U.S. GAAP Accounting (ASC 715) as of Measurement Date January 1, 2014  January 1, 2013
 

Projected benefit obligation (PBO) 4,741,966,540  5,158,918,282 
 

Fair value of assets (without receivable contributions) 4,726,059,114  4,704,119,951 
 

Funded status (15,907,426) (454,798,331)
 

Pension cost (excluding effects of settlements, curtailments and 
termination benefits) for fiscal year  

151,433,757  172,774,575 

 
Discount rate 4.70%  3.95% 

Participants as of Census Date January 1, 2014  January 1, 2013
 

Active employees 17,684  17,631 
 

Participants with deferred benefits 3,642  2,479 
 

Participants receiving benefits 16,041  16,292 
 

Total 37,367  38,141 
 
Plan Accounting (ASC 960) January 1, 2014  January 1, 2013
 

Present value of accumulated benefits 4,105,351,485  3,935,881,858 
 

Market value of assets with receivable contributions 4,726,059,114  4,704,119,951 
 

Plan accounting discount rate 6.00%  6.50% 
   

Exhibit HEM-2A 
Page 6 of 76



4 American Electric Power System Retriement Plan 

 Towers Watson Confidential 

Minimum required contribution and funding policy 

All monetary amounts shown in US Dollars 

Plan Year Beginning January 1, 2014  January 1, 2013
Minimum Required Contribution [MRC]  
 Prior to application of funding balances  67,364,098  54,762,687 
 Net of available funding balances 0  0 
  
Sponsor’s Funding Policy Contribution 71,463,632  0 
  
Our understanding of the current sponsor’s funding policy is to contribute the greater of the FAS service cost 
and the minimum required contribution, utilizing credit balances as available.  We understand the sponsor may 
deviate from this policy based on cash, tax or other considerations. 
 

The minimum required contribution for the 2014 plan year must be partially satisfied in quarterly 
installments during the plan year, with a final payment due by September 15, 2015. These 
requirements may be satisfied through contributions and/or an election to apply the available funding 
balances. The minimum required contribution is determined assuming it is paid as of the valuation 
date for the plan year. Contributions made on a date other than the valuation date must be adjusted 
for interest at the plan's effective interest rate. The minimum funding schedule, before reflecting any 
funding balance elections or amounts already contributed for the 2014 plan year prior to the issuance 
of this report, is shown below: 

All monetary amounts shown in US Dollars 

Due Date  Amount

April 15, 2014  0 

July 15, 2014  0 

October 15, 2014  0 

January 15, 2015  0 

September 15, 2015 73,996,191 
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If a plan has a funding shortfall for the current plan year, quarterly contributions will be required for the 
following plan year. 

Because the plan has a funding shortfall, quarterly contributions for the 2015 plan year will be 
required. Quarterly contributions for the 2015 plan year will not exceed $16,841,025 per payment, 
based on this year’s valuation results. 

The preliminary1 minimum funding schedule for the 2015 plan year, before reflecting any funding 
balance elections, is shown below: 

All monetary amounts shown in US Dollars 

Plan Year  2015
Preliminary Schedule of Minimum Funding Requirements
 April 15, 2015  16,841,025 
 July 15, 2015  16,841,025 
 October 15, 2015  16,841,025 
 January 15, 2016  16,841,025 
 September 15, 2016  To be determined by 

2015 valuation
  

 

                                                      
1 The final schedule is to be determined by the 2015 valuation. 
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Change in minimum funding requirement and funding shortfall                          
(funding surplus) 

The minimum funding requirement increased from $54,762,687 for the 2013 plan year to $67,364,098 
for the 2014 plan year, and the funding shortfall (surplus) increased from $(6,653,964) on 
January 1, 2013 to $229,555,042 on January 1, 2014, as set forth below: 

All monetary amounts shown in US Dollars 
 Minimum Funding 

Requirement 
Funding Shortfall

(Surplus) 

Prior year 54,762,687  (6,653,964)

Change due to:   
Expected based on prior valuation, contributions, and use 
of/creation of funding balances 7,664,167  3,831,768  

Sponsor election to reduce funding balances 0 0 

Unexpected noninvestment experience 3,203,628  (19,920,048) 

Unexpected investment experience 0  (5,588,942) 

Assumption changes 1,733,616  257,886,228  

Method changes 0  0  

Unpredictable contingent events 0  0  

Becoming at-risk 0  0  

Plan amendments 0  0  

Current year 67,364,098  229,555,042 

  

Significant reasons for these changes include the following: 

 The plan’s effective interest rate decreased 52 basis points compared to the prior year, which 
increased the minimum funding requirement and the funding shortfall.  

 Investment experience was more favorable than expected which decreased the the funding 
shortfall. 

 Demographic experience was more favorable than expected which decreased the the funding 
shortfall.  There was an increase in minimum funding requirements due to a higher target normal 
cost relating to expected future benefit accruals. 
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Funding ratios 

The Pension Protection Act of 2006 (PPA) defines several Funding Ratios. All of these ratios are 
based on a ratio of plan assets to plan liabilities, but the assets and liabilities are defined differently for 
different purposes. Depending on the purpose, the assets may be market value or, if different, a 
smoothed actuarial value of assets, and may be reduced by the prefunding balance or all funding 
balances. The liabilities may be based on the funding target, funding target disregarding at-risk 
assumptions, or the funding target calculated using at-risk assumptions (see the At-Risk status section 
below for a discussion of at-risk assumptions), and may or may not reflect the interest rate corridors of 
MAP-21.  

Following are the key funding ratios and their implications for the 2014 or 2015 plan years.  

Purpose of Ratio Percent Threshold Implications 
    
January 1, 2013 Funding Ratios 
    
Use of the funding balances to 
satisfy the 2014 Minimum 
Required Contribution (MRC) 

104.88%  80% Because the percent is greater than or equal to  
the threshold, the funding balances can be 
used to satisfy 2014 MRC 

Quarterly contribution exemption 
test for 2014  

100.16%  100% Because the percent is greater than or equal to 
the threshold, quarterly contributions are not 
required for 2014  

At-risk Prong 1 Test for 2014  100.16%  80% Because at least one of the percents is greater 
than or equal to the thresholds, the plan is not  
at risk in 2014  

At-risk Prong 2 Test for 2014      N/A 70% 

    
January 1, 2014 Funding Ratios 
    
Use of the funding balances to 
satisfy the 2015 MRC 

98.00%  80% Because the percent is greater than or equal to  
the threshold, the funding balances can be 
used to satisfy 2015 MRC 

Quarterly contribution exemption 
test for 2015 

94.56%  100% Because the percent is greater than or equal to 
the threshold, quarterly contributions are not 
required for 2015 

At-risk Prong 1 Test for 2015 94.56%  80% Because at least one of the percents is greater 
than or equal to the thresholds, the plan is not 
at risk in 2015  

At-risk Prong 2 Test for 2015     N/A 70% 

PBGC 4010 filing in 2015 81.47%  80% Because the percent is greater than or equal to 
the threshold, this plan does not trigger a 4010 
filing in 2015 

PBGC variable premium for 2014  97.64%  100% Because the percent is less than the threshold, 
PBGC variable premiums are required in 2014  
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January 1, 2014 Funding Ratios (continued) 
    
Exempt from establishing SAB – 
prefunding balance applied to the 
2014 MRC 

110.21%  100% Because the percent is greater than or equal to  
the threshold, if prefunding balance is applied 
to the 2014 MRC, a new Shortfall Amortization 
Base (SAB) is not created 

Exempt from establishing SAB – 
prefunding balance not applied to 
the 2014 MRC 

110.21%  100% Because the percent is greater than or equal to 
the threshold, if prefunding balance is not 
applied to the 2014 MRC, a new Shortfall 
Amortization Base (SAB) is not created 

Eliminate SABs 94.56%  100% Because the percent is less than the threshold, 
the Shortfall Amortization Bases are not 
eliminated 

    
 

Benefit limitations 

The Adjusted Funding Target Attainment Percentage (AFTAP) for the plan year beginning 
January 1, 2014 is 110.21%. This AFTAP may be changed by subsequent events.  

As requested by American Electric Power Co. in your letter dated April 30, 2014, this report is 
intended to constitute a “specific certification” of the AFTAP, effective as of April 30, 2014 for the plan 
year beginning January 1, 2014 for the purpose of determining benefit restrictions under IRC §436 for 
the American Electric Power System Retirement Plan. This AFTAP certification is based on the data, 
methods, assumptions, plan provisions, annuity purchase information, and other information provided 
in this report. Please see the Appendices for additional information. Note that the AFTAP certification 
provided herein may be superseded by a subsequent AFTAP certification for the plan year beginning 
January 1, 2014. Please see Appendix C for a discussion of the implications of this certified AFTAP. 

Under the PPA, a plan may become subject to various benefit limitations if its AFTAP falls below 
certain thresholds.  

If the AFTAP is below 60%, plans are prohibited from paying lump sums or other accelerated forms of 
distribution. If the AFTAP is at least 60% but less than 80%, the amounts that can be paid are limited. 
In addition, lump sums to the 25 highest paid employees may be restricted if a plan’s AFTAP is below 
110%. These limitations do not apply to mandatory lump sum cash-outs of $5,000 or less. In addition, 
plans that were completely frozen before September 2005 are exempt from the restrictions on lump 
sums and other accelerated forms of distribution. 

If the AFTAP is below 60%, benefit accruals must cease, amendments to improve benefits cannot 
take effect, and plant shutdown benefits and other Unpredictable Contingent Event Benefits (UCEBs) 
cannot be paid without being fully paid for. In addition, if the AFTAP would be below 80% reflecting a 
proposed amendment, the plan amendment cannot take effect unless actions are taken to increase 
plan assets. 

To avoid these benefit limitations, a plan sponsor may take a variety of steps, including reducing the 
funding balances, contributing additional amounts to the plan for the prior plan year, contributing 
special “designated IRC §436 contributions” for the current plan year, or providing security outside the 
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plan. Not all of these approaches are available for all of the restrictions discussed above. For example, 
restrictions on accelerated distributions cannot be avoided by making designated IRC §436 
contributions. 

PBGC reporting requirements 

Certain financial and actuarial information (i.e., a “4010 filing”) must be provided to the PBGC if the 
Funding Target Attainment Percentage (FTAP) is less than 80% for any plan in the contributing 
sponsor’s controlled group. However, this reporting requirement may be waived for controlled groups 
with no more than $15 million in aggregate funding shortfall. Note that the segment interest rate 
corridors of MAP-21 do not apply for purposes of determining the FTAP for PBGC 4010 reporting 
purposes, but they do apply (assuming segment rates are used for funding purposes) for the purpose 
of determining whether there is $15 million in aggregate funding shortfall in the controlled group. 

The 2014 FTAP is 81.47%. In addition, we understand that American Electric Power System 
Retirement Plan is the only pension plan within American Electric Power’s controlled group. As a 
result, no 4010 filing is expected to be required for 2014 as a result of the plans’ funded status. 
However, a filing may also be required if there are outstanding funding waivers or missed contributions 
within the controlled group.  

At-Risk status for determining minimum required contributions 

As defined in the PPA, the plan is not in at-risk status for the 2014 plan year, because the plan’s FTAP 
for the 2013 plan year was at least 80%, and/or the plan’s FTAP measured using “at-risk assumptions” 
was at least 70%. 

As defined in the PPA, the plan will not be in at-risk status for the 2015 plan year, because the plan’s 
FTAP for the 2014 plan year is at least 80%, and/or the plan’s FTAP measured using “at-risk 
assumptions” is at least 70%. 

Pension cost and funded position 

The cost of the pension plan is determined in accordance with ASC 715. The Fiscal 2014 pension cost 
for the plan is $151,433,757. 

Under ASC 715, the funded position (fair value of plan assets less the projected benefit obligation, or 
“PBO”) of each pension plan at the plan sponsor’s fiscal year-end (measurement date) is required to 
be reported as an asset (for overfunded plans) or a liability (for underfunded plans). The PBO is the 
actuarial present value of benefits attributed to service rendered prior to the measurement date, taking 
into consideration expected future pay increases for pay-related plans. The plan’s 
overfunded/(underfunded) PBO as of January 1, 2014 was $(15,907,426), based on the fair value of 
plan assets of $4,726,059,114 and the PBO of $4,741,966,540. 

Fiscal year-end financial reporting information and disclosures are prepared before detailed participant 
data and full valuation results are available. Therefore, the funded position at December 31, 2013 was 
derived from a roll forward of the January 1, 2013 valuation results, adjusted for the year-end discount 
rate, changes in other key assumptions and asset values, as well as significant changes in plan 
provisions and participant population. The fiscal year-end December 31, 2014 financial reporting 
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information will be developed based on the results of the January 1, 2014 valuation, projected to the 
end of 2014 and similarly adjusted for the year-end discount rate and asset values, as well as 
significant changes in plan provisions and participant population.  

Change in pension cost and funded position 

The pension cost decreased from $172,774,577 in fiscal 2013 to $151,433,757 in fiscal 2014 and the 
funded position improved from $(454,798,331) to $(15,907,426), as set forth below: 

 
Pension

 Cost  
Funded 

Position

Prior year   172,774,577   (454,798,331)

Change due to:    
► Expected based on prior valuation and 

contributions during prior year (25,013,429 )  (13,990,110)
► Unexpected noninvestment experience (2,942,248 )  21,683,562
► Unexpected investment experience (1,100,902)   33,989,549
► Assumption changes 7,715,520   397,207,904
► Plan amendments                      0   0
► Method change 0   0
► Interim events 0   0

Current year    151,433,518   (15,907,426)

 Significant reasons for these changes include the following: 
  

 The return on the fair value of plan assets since the prior measurement date was greater than 
expected, which decreased the pension cost and improved the funded position. 

 The return on the market-related value of plan assets, which reflects gradual recognition of asset 
gains and losses over the past five years, was greater than expected, which decreased the 
pension cost. 

 The discount rate increased 73 basis points compared to the prior year, which decreased the 
pension cost and caused the funded position to improve.  

 The interest rate used to convert forms of payment was increased, which increased the pension 
cost and caused the funded status to decrease. 

 The expected return on assets decreased 50 basis points which increased the pension cost. 

 Demographic experience was more favorable than expected which decreased the pension cost 
and improved the funded position. 
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Basis for valuation 

Appendix A summarizes the assumptions and methods used in the valuation. Appendix B summarizes 
the principal provisions of the plan being valued.  

Changes in Assumptions 

The discount rate decreased from 3.95% to 4.70%. 
 
The mortality table used to value the benefit obligations was updated from the RP2000 with 
projections to 2020 for annuitants and to 2028 for nonannuitants to RP2000 with projections to 2021 
for annuitants and to 2029 for nonannuitants. 
 
The mortality used to convert to 417(e) based forms of payment was updated for an additional year of 
mortality improvements. 
 
The lump sum coversion rate was changed from 5.10% to 5.90%. 
 
The expected return on assets was decreased from 6.50% to 6.00%. 

Changes in Methods 

None. 

Changes in Benefits Valued 

Pay credits for participants on long-term disability were eliminated.   
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Actuarial certification 
This valuation has been conducted in accordance with generally accepted actuarial principles and 
practices. However please note the information discussed below regarding this valuation. 

Reliances 

In preparing the results presented in this report, we have relied upon information regarding plan 
provisions, participants, assets and sponsor elections provided by American Electric Power Co. and 
other persons or organizations designated by American Electric Power Co.. We have reviewed this 
information for overall reasonableness and consistency, but have neither audited nor independently 
verified this information. Based on discussions with and concurrence by the plan sponsor, 
assumptions or estimates may have been made if data were not available. We are not aware of any 
errors or omissions in the data that would have a significant effect on the results of our calculations. In 
addition, the results in this report are dependent on contributions reported for the prior plan year and 
maintenance of funding balance elections after the valuation date. We have relied on all the 
information provided as complete and accurate. The results presented in this report are directly 
dependent upon the accuracy and completeness of the underlying data and information. Any material 
inaccuracy in the data, assets, plan provisions or information regarding contributions or funding 
balance elections provided to us may have produced results that are not suitable for the purposes of 
this report and such inaccuracies, as corrected by American Electric Power Co., may produce 
materially different results that could require that a revised report be issued.  

Assumptions and methods under ERISA and the Internal Revenue Code for 
funding purposes 

The plan sponsor selected, as prescribed by regulation, key assumptions and funding methods 
(including asset valuation method and choice among prescribed interest rates) employed in the 
development of the contribution amounts and communicated them to us in the letter dated April 30, 
2014. To the extent not prescribed by ERISA, the Internal Revenue Code and regulatory guidance 
from the Treasury and the IRS, or selected by the sponsor, the actuarial assumptions and methods 
employed in the development of the contribution amounts have been selected by Towers Watson, with 
the concurrence of the plan sponsor. It is beyond the scope of this actuarial valuation to analyze the 
reasonableness and appropriateness of prescribed methods and assumptions, or to analyze other 
sponsor elections from among the alternatives available for prescribed methods and assumptions. 

Other than prescribed assumptions, ERISA and the Internal Revenue Code require the use of 
assumptions each of which is “reasonable (taking into account the experience of the plan and 
reasonable expectations), and which, in combination, offer the actuary’s best estimate of anticipated 
experience under the plan.” The results shown in this report have been developed based on actuarial 
assumptions that, to the extent evaluated or selected by Towers Watson, we consider to be 
reasonable. Other actuarial assumptions could also be considered to be reasonable. Thus, reasonable 
results differing from those presented in this report could have been developed by selecting different 
reasonable assumptions. 

A summary of the assumptions and methods used is provided in Appendix A. Note that any 
subsequent changes in methods or assumptions for the 2014 plan year will change the results shown 
in this report and could result in plan qualification issues under IRC §436 if the application of benefit 
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restrictions is affected by the change. 

Assumptions and methods under  ASC 715-30-35 

As required by U.S. GAAP, the actuarial assumptions and methods employed in the development of 
the pension cost have been selected by the plan sponsor. Towers Watson has concurred with these 
assumptions and methods, except for the expected rate of return on plan assets selected as of 
January 1, 2014. Evaluation of the expected return assumption was outside the scope of Towers 
Watson’s assignment and would have required substantial additional work that we were not engaged 
to perform. ASC 715-30-35 requires that each significant assumption “individually represent the best 
estimate of a particular future event.” 

Accumulated other comprehensive (income)/loss amounts shown in the report are shown prior to 
adjustment for deferred taxes. Any deferred tax effects in AOCI should be determined in consultation 
with AEP’s tax advisors and auditors.  

Nature of actuarial calculations 

The results shown in this report are estimates based on data that may be imperfect and on 
assumptions about future events that cannot be predicted with any certainty. The effects of certain 
plan provisions may be approximated, or determined to be insignificant and therefore not valued. 
Reasonable efforts were made in preparing this valuation to confirm that items that are significant in 
the context of the actuarial liabilities or costs are treated appropriately, and are not excluded or 
included inappropriately. The numbers shown in this report are not rounded, but this is for 
convenience only and should not imply precision, which is not a characteristic of actuarial calculations. 

If overall future plan experience produces higher benefit payments or lower investment returns than 
assumed, the relative level of plan costs or contribution requirements reported in this valuation will 
likely increase in future valuations (and vice versa). Future actuarial measurements may differ 
significantly from the current measurements presented in this report due to many factors, including: 
plan experience differing from that anticipated by the economic or demographic assumptions; 
increases or decreases expected as part of the natural operation of the methodology used for the 
measurements (such as the end of an amortization period); and changes in plan provisions or 
applicable law. It is beyond the scope of this valuation to analyze the potential range of future pension 
contributions, but we can do so upon request. 

See Basis for Valuation in Section 1 above for a discussion of any material events that have occurred 
after the valuation date that are not reflected in this valuation. 

Limitations on use 

This report is provided subject to the terms set out herein and in our Master Consulting Services 
agreement dated July 29, 2004 and any accompanying or referenced terms and conditions. 

The information contained in this report was prepared for the internal use of American Electric Power 
Co. and its auditors, and any organization that provides benefit administration services for the plan, in 
connection with our actuarial valuation of the pension plan as described in Purposes of Valuation 
above. It is not intended for and may not be used for other purposes, and we accept no responsibility 
or liability in this regard. American Electric Power Co. may distribute this actuarial valuation report to 
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the appropriate authorities who have the legal right to require American Electric Power Co. to provide 
them this report, in which case American Electric Power Co. will use best efforts to notify Towers 
Watson in advance of this distribution. Further distribution to, or use by, other parties of all or part of 
this report is expressly prohibited without Towers Watson’s prior written consent. Towers Watson 
accepts no responsibility for any consequences arising from any other party relying on this report or 
any advice relating to its contents. 

Professional qualifications 

The undersigned consulting actuaries are members of the Society of Actuaries and meet the 
“Qualification Standards for Actuaries Issuing Statements of Actuarial Opinion in the United States” 
relating to pension plans. Our objectivity is not impaired by any relationship between American Electric 
Power Co. and our employer, Towers Watson Delaware Inc. 

 
 

 

Joseph A. Perko, FSA, EA, MAAA                                                                                                           
Senior Consultant 
EA#: 14-06491 

 

 
 

Ryan S. Carney, FSA, EA, MAAA                                                                                                             
Senior Consultant 
EA#: 14-06630 

 

Towers Watson Delaware Inc. 

April 2014 
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Section 2: Actuarial exhibits 

2.1 Summary of liabilities for minimum funding purposes 

All monetary amounts shown in US Dollars 

Plan Year Beginning January 1, 2014  January 1, 2013
A Funding Target (Disregarding At-risk Assumptions)  
 1 Funding target 4,221,975,836  4,024,284,946 

2 Target normal cost 67,364,098  61,416,651 
   
B Funding Target (At-risk Assumptions)  
 1 Funding target N/A  N/A 

2 Target normal cost N/A  N/A 

C Funding Target  
 1 Number of consecutive years at-risk  0  0 

2 Funding target   
 a Active employees – non-vested benefits 39,046,313  46,678,501
 b Active employees – vested benefits 1,666,969,675  1,477,502,076
 c Participants with deferred benefits 200,237,513  223,969,681
 d Participants receiving benefits 2,315,722,335  2,276,134,688
 e Total funding target 4,221,975,836  4,024,284,946

3 Target normal cost 67,364,098  61,416,651
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2.2 Change in plan assets during plan year 

All monetary amounts shown in US Dollars 

Plan Year Beginning January 1, 2013
A    Reconciliation of Market Value of Assets

1 Market value of assets at January 1, 2013 (including discounted 
contributions receivable) 

4,704,119,951 

2 Discounted contributions receivable at January 1, 2013 0 
3 Market value of assets at January 1, 2013 (excluding contributions 

receivable) 
4,704,119,951 

4 Employer contributions 
 a For prior plan year 0 

 b For current plan year 0 

 c IRC §436 contributions for current plan year 0 
 d Total 0 

5 Employee contributions 0 
6 Benefit payments  (324,352,206)
7 Administrative expenses paid by plan (3,461,590)
8 Transfers from/(to) other plans 0 
9 Investment return 349,752,959

10 Market value of assets at January 1, 2014 (excluding contributions 
receivable) 

4,726,059,114 

11 Discounted contributions receivable at January 1, 2014 0 
12 Market value of assets at January 1, 2014 (including discounted 

contributions receivable) 
4,726,059,114 

  
B    Rate of Return on Invested Assets

 (i.e., for crediting unused funding balances) 
1 Rate of return 7.70% 
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2.3 Development of actuarial value of assets 

AEP elected a smoothing method that uses seven monthly data points to calculate the AVA. 

All monetary amounts shown in US Dollars 

Plan Year Beginning January 1, 2014
 

Development of AVA
 

Month Expenses Benefit Payments Contributions 
Fair Value at 

Beginning of Month
 July 2013 136,103 24,606,132 0 4,591,389,538
 August 2013 89,278 24,772,844 0 4,656,756,136
 September 2013 430,032 29,206,058 0 4,577,382,615
 October 2013 28,600 25,031,111 0 4,632,464,881
 November 2013 54,390 24,063,803 0 4,714,705,399
 December 2013 197,042 26,391,884 0 4,706,008,841

AVA with receivables
A Preliminary Actuarial Value of Assets before Corridor as of January 1, 2014  
 1 Monthly asset values adjusted for expenses and benefit payments rolled forward to January 1, 2014  
  Month Asset value
  a July 2013  4,582,255,884

b August 2013  4,648,336,417
c September 2013  4,569,453,408
d October 2013  4,630,242,915
e November 2013  4,713,300,389
f December 2013  4,704,041,590
g January 2013  4,726,059,114
h Average of monthly asset values   4,653,384,245

 2 Preliminary Actuarial Value of Assets and before 
application of corridor   

  
4,653,384,245

B Lower Bound of Corridor (90% of A12 from prior page) 4,253,453,203
C Upper Bound of Corridor (110% of A12 from prior page) 5,198,665,025

D 
Actuarial Value of Assets as of January 1, 2014 
(A2 but not smaller than B nor larger than C) 4,653,384,245
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2.4 Calculation of minimum required contribution 

All monetary amounts shown in US Dollars 

Reconciliation of Funding Balances as of January 1, 2014
   Funding 

Standard 
Carryover 

Balance 
Prefunding 

Balance Total 
A Determination of Funding Balances  
 1 Funding balance as of January 1, 2013 189,814,041 478,656,586  668,470,627 

2 Amount used to offset prior year minimum required 
contribution1 54,762,687 0  54,762,687 

3 Adjustment for investment experience 10,398,954 36,856,557  47,255,511 
4 Amount of additional prefunding balance created by 

election N/A 0  0 
5 Amount of funding balance reduction for current 

year by election or deemed election 0 0  0 
6 Funding balance as of January 1, 2014 145,450,308 515,513,143  660,963,451 

    
 

Plan Year Beginning January 1, 2014
B Calculation of Minimum Required Contribution
 1 Target normal cost  67,364,098 

2 Funding surplus 0 
3 Net shortfall amortization installment 0 
4 Waiver amortization installment 0 
5 Minimum required contribution 67,364,098 
6 Funding balance available  660,963,451 
7 Remaining cash requirement (assuming sponsor elects full use of the 

available funding balances) 0 
   
The minimum required contribution is determined as of the plan’s valuation date. Any payment made 
on a date other than the valuation date must be adjusted for interest using the plan’s effective interest 
rate of 5.66%. 
 
 Additional details regarding the calculation of the minimum required contribution may be obtained 
from the Form 5500 Schedule SB forms and attachments. 

                                                      
1 Net of revoked excess application of funding balance, if any. 
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2.5 Calculation of estimated maximum deductible contribution 

All monetary amounts shown in US Dollars 

Based on Plan Year 2014
A Basic Maximum 
 1 Funding target 4,221,975,836

2 Target normal cost 67,364,098 
3 Actuarial value of assets 4,653,384,245 
4 50% of funding target 2,110,987,918 
5 Additional funding target for future compensation or benefit increases 94,122,747 
6 Basic maximum deductible contribution  1,841,066,354 

B At-risk Maximum1 
 1 Funding target (at-risk assumptions) N/A 

2 Target normal cost (at-risk assumptions) N/A 
3 Actuarial value of assets N/A 
4 At-risk maximum deductible contribution N/A 

C Minimum Required Contribution  67,364,098 

D Estimated Maximum Deductible Contribution 1,841,066,354 
  

The estimated maximum deductible contribution applies to the tax year in which the plan year ends, 
and is based on our understanding of IRC §404(a)(1). Regulatory guidance from the IRS/Treasury is 
pending. Allocations of costs to inventory have not been considered, and amounts deductible under 
state law may differ. Deductibility can be influenced by timing of contributions, differences between 
fiscal year and plan year, and differences (if any) between the years to which prior contributions were 
assigned for minimum funding purposes and the years in which they were deducted. Our results have 
not been adjusted for non-deducted contributions included in the valuation assets. We recommend the 
plan sponsor review with tax counsel the tax-deductibility of all contributions as Towers Watson does 
not provide legal or tax advice.  

The calculation above reflects the interest rate corridors of MAP-21 (including their effect on at-risk 
status), which is not required in determining the maximum deductible contribution. Not reflecting such 
corridors would likely result in a higher maximum deductible amount, but would require substantial 
additional work that may not be of value to the Company. We can discuss not reflecting the corridors if 
the Company wishes to consider contributions in excess of the estimated maximum amount above.  

  

                                                      
1  At-risk maximum applies only for plans not in at-risk status for purposes of determining maximum deductible contributions 

for the plan year. 
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2.6 ASC 960 (plan accounting) information 

All monetary amounts shown in US Dollars 

Plan Year Beginning  January 1, 2014
A Present Value of Accumulated Benefits  
 1 Vested accumulated benefits  

 a Active employees  1,621,820,351 
 b Participants with deferred benefits  195,202,736 
 c Participants receiving benefits  2,246,889,732 
 d Total vested accumulated benefits  4,063,912,819 

2 Non-vested accumulated benefits  41,438,666 
3 Total accumulated benefits  4,105,351,485 
4 Market value of assets1  4,726,059,114 

B Reconciliation of Present Value of Accumulated 
Benefits   

 1 Present value of accumulated benefits as of 
December 31, 2012  3,935,640,036 

2 Changes during the year due to:  
 a Benefits accumulated  49,053,407 
 b Actuarial (gains)/losses  16,024,740 
 c Decrease in the discount period  246,611,103 
 d Actual benefits paid  (324,352,206)
 e Assumption changes  164,374,405
 f Plan amendments  0 
 g Net increase/(decrease)  151,711,449

3 Present value of accumulated benefits as of 
December 31, 2013  4,105,351,485 

    

Actuarial Assumptions and Methods 

The same actuarial assumptions shown in Appendix A were used to determine the present value of 
accumulated benefits, except a discount rate of 6.00% was used. For the prior valuation, a discount 
rate of 6.50% was used. The same plan provisions shown in Appendix B were used to determine the 
present value of accumulated benefits. 

                                                      
1  Assets include accrued contributions for the 2013 plan year of $ 0 not yet deposited at January 1, 2014. 
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2.7 Pension obligations and funded position under U.S. GAAP (ASC 715) 

All monetary amounts shown in US Dollars  

Measurement Date  January 1, 2014 January 1, 2013 

A Obligations  
   

1 Accumulated Benefit Obligation (ABO) 
 

4,623,245,673  
  

5,029,758,827 

2 Future salary increases 118,720,867  
  

129,159,455  

3 Projected benefit obligation (PBO) 
 

4,741,966,540  
   

5,158,918,282  

B Assets  
  

 

1 Fair value [FV] 
 

4,726,059,114  
   

4,696,196,951  

2 Investment losses/(gains) not yet in market-related 
value  (218,503,581)  

  
(306,922,548) 

3 Market-related value 4,507,555,533  
  

4,397,197,403  

C Funded Position  
  

 

1 Overfunded/(underfunded) PBO (15,907,426) 
  

(454,798,331) 

2 PBO funded percentage 99.7%  
  

91.2%  

D Amounts in Accumulated Other Comprehensive 
Income  

  

 

1 Prior service cost/(credit) 7,900,618  
  

10,408,177  

2 Net actuarial loss/(gain) 1,489,707,968  
  

2,098,866,513  

3 Total 1,497,608,586  
  

2,109,274,690  

E Key Assumptions  
  

 

1 Discount rate 4.70%  
  

3.95%  

2 Rate of compensation increase 
Rates vary by age 

from 3.5% to 11.5%  
 Rates vary by age 

from 3.5% to 11.5%  

F Census Date January 1, 2014  
 

January 1, 2013  
 

The results above may differ from the amounts reported in American Electric Power Co.'s 
December 31, 2013 financial statements because year-end financial reporting is prepared before the 
corresponding valuation results are available. 
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2.8 Pension cost under U.S. GAAP (ASC 715) 

All monetary amounts shown in US Dollars 

Fiscal Year Ending December 31, 2014 December 31, 2013 

A Pension Cost    

1 Service cost 71,463,632  
  

68,688,725  

2 Interest cost 217,701,098  
  

199,615,109  

3 Expected return on assets (261,710,475) 
  

(277,771,978) 

4 Net prior service cost/(credit) amortization 2,505,561  
  

2,507,559  

5 Net loss/(gain) amortization 121,473,941  
  

179,735,160  

6 Net periodic pension cost/(income) 151,433,757  
  

172,774,575  

7 Curtailments 0  
  

0  

8 Settlements 0  
  

0  

9 Special/contractual termination benefits 0  
  

0  

10 Total pension cost 151,433,757  
   172,774,577  

B Key Assumptions1       

1 Discount rate 4.70%  
  

3.95%  

2 Rate of return on assets 6.00%  
  

6.50%  

3     Cash balance crediting rate 4.00%  
  

4.00%  

4 Rate of compensation increase 
Rates vary by age 

from 3.5% to 11.5%  
 Rates vary by age 
from 3.5% to 11.5%  

 

C Census Date January 1, 2014  January 1, 2013  

 
 

                                                      
1 These assumptions were used to calculate Net Periodic Pension Cost/(Income) as of the beginning of the year.  For other 

assumptions used, as well as assumptions used for interim remeasurements, if any, refer to Appendix A. 
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2.9 Development of market-related value of assets under U.S. GAAP                
(ASC 715) 

All monetary amounts shown in US Dollars 

Fiscal Year Ending  December 31, 2014  

Market-Related Value of Assets as of January 1, 2014  

1 Fair value of assets as of January 1, 2014 4,726,059,114  

2 Deferred investment (gains)/losses for prior periods  

Fiscal Year (Gain)/Loss
Percent

Deferred  
Deferred
Amount  

a 2014  (50,899,071) 80%  (40,719,257)  

b 2013  (249,128,700) 60%  (149,477,220)  

c 2012  10,601,513 40%  4,240,605  

d 2011  (162,738,544) 20%  (32,547,709)  

e Total   0  

3 Market-Related Value of Assets  4,507,555,533  
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Section 3: Participant data 
3.1 Summary of plan participants 

All monetary amounts shown in US Dollars 

Census Date January 1, 2014  January 1, 2013
A Active Employees  

1 Number 17,684  17,631 
2 Expected plan compensation for year beginning on the 

valuation date (limited by IRC §401(a)(17)) 
1,556,194,791  1,573,666,355 

3 Average plan compensation 88,000  89,256 
4 Average age  47.5  46.8 
5 Average credited service  18.0  17.3 
6 Average future working life (years) 10.159  10.515 

   
B Participants with Deferred Benefits  

1 Number (non-cash balance) 1,864 2,479
2 Total annual pension (non-cash balance) 10,334,827 21,017,548
3 Average annual pension (non-cash balance) 5,544 8,478
4 Number of cash balance  1,778 1,739
5 Total cash balance 136,112,085 137,581,778
6 Average cash balance 76,553 79,115
7 Average age 53.5 53.5
8 Distribution at January 1, 2014  

 NON-CASH 
BALANCE            Age Number  

Annual annual 
pension 

Under 40 1 9,303
40-44 15 3,546
45-49 175 4,246
50-54 520 5,388
55-59 657 5,695
60-64 440 6,060

65 and over 56 5,708
  Total 1,864 5,544
  

CASH BALANCE            Age Number  
Annual annual 

pension 
 Under 40 343 13,388
 40-44 166 28,828
 45-49 237 43,981
 50-54 347 65,692
 55-59 374 109,946
 60-64 238 164,772
 65 and over 73 180,553
 Total 1,778 76,553
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C Participants Receiving Benefits   
1 Number 16,041  16,292 
2 Total annual pension 238,294,213  240,299,847 
3 Average annual pension 14,855  14,750 
4 Average age  74.1  73.7 
5 Distribution at January 1, 2014  

 Age Number  Annual Pension
Under 55 89 4,201

55-59 621 16,034
60-64 1,979 20,716
65-69 3,289 16,238
70-74 2,639 12,257
75-79 2,468 14,197
80-84 2,297 14,543

85 and over 2,659 12,324
  Total 16,041 14,855
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3.2 Participant reconciliation 

 Active
Deferred 
Inactive

Currently 
Receiving 

Benefits Total
1  Included in January 1, 2013 valuation 18,137 3,712 16,292 38,141
2  Change due to:   

a New hire and rehire 665 (28) (2) 635
b Non-vested termination (106) 0 0 (106)
c Vested termination (304) 304 0 0
d Retirement (201) (132) 333 0
e Disability 0 0 0 0
f Death without beneficiary (6) (13) (557) (576)
g Death with beneficiary (2) 0 (266) (268)
h New beneficiary 0 0 268 268
i Cashout (499) (238) 0 (737)
j Miscellaneous 0 37 (27) 10
k Net change (453) (70) (251) (774)

3  Included in January 1, 2014 valuation 17,684 3,642 16,041 37,367
  

 506 participants who were on disability were included in the deferred population at                     
January 1, 2013.  Subsequent to the plan change that eliminated pension accruals while on 
disability, the method to value disabled particpants was changed such that such particpants 
are now included in the active population. 
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3.3 Age and service distribution of participating employees 

Number distributed by attained age and attained years of credited service 

 

Schedule SB, line 26 - Schedule of Active Participant Data 
 

 

 

Average Average Average Average Average
No. Comp. Cash Bal. No. Comp. Cash Bal. No. Comp. Cash Bal. No. Comp. Cash Bal. No. Comp. Cash Bal.

<25 4         0            0            223      60,221    3,600      25       63,621    8,828      0         0            0            0         0            0            

25 to 29 20       52,103    1,363      449      65,985    5,129      589      75,436    13,508    10       0            0            0         0            0            

30 to 34 21       51,755    1,530      341      68,474    6,620      1,052   80,597    18,022    215      84,082    30,650    7         0            0            

35 to 39 17       0            0            258      70,186    7,805      888      81,804    21,833    402      91,730    41,374    143      87,564    49,981    

40 to 44 17       0            0            200      73,759    9,880      736      82,654    25,537    437      97,064    50,986    314      92,321    65,373    

45 to 49 8         0            0            155      78,501    11,695    517      83,058    29,435    348      95,806    60,308    308      93,582    79,218    

50 to 54 13       0            0            110      76,300    13,812    416      84,317    33,815    300      93,605    69,122    278      88,124    86,015    

55 to 59 16       0            0            82       72,774    14,976    277      86,674    40,048    219      95,537    81,574    170      86,821    98,828    

60 to 64 7         0            0            41       71,026    17,856    131      85,554    42,264    115      92,026    86,597    70       80,598    105,925  

65 to 69 2         0            0            6         0            0            32       90,884    52,011    25       93,230    91,898    15       0            0            

>70 1         0            0            0         0            0            2         0            0            10       0            0            3         0            0            

Years Of Credited Service

15 to 19Under 1 1 to 4 5 to 9 10 to 14Attained  Age
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Average Average Average Average Average
No. Comp. Cash Bal. No. Comp. Cash Bal. No. Comp. Cash Bal. No. Comp. Cash Bal. No. Comp. Cash Bal.

<25 0         0            0            0         0            0            0         0            0            0         0            0            0         0            0            

25 to 29 0         0            0            0         0            0            0         0            0            0         0            0            0         0            0            

30 to 34 0         0            0            0         0            0            0         0            0            0         0            0            0         0            0            

35 to 39 4         0            0            0         0            0            0         0            0            0         0            0            0         0            0            

40 to 44 162      105,228  94,022    7         0            0            0         0            0            0         0            0            0         0            0            

45 to 49 538      101,291  110,050  413      98,912    131,667  30       84,667    143,371  0         0            0            0         0            0            

50 to 54 437      93,130    125,326  955      100,613  159,409  1,013   96,453    184,888  88       87,713    195,855  0         0            0            

55 to 59 320      92,545    144,503  598      93,180    175,854  1,073   102,411  227,243  800      96,370    240,867  42       88,542    252,537  

60 to 64 109      82,896    156,010  214      93,095    201,545  299      95,984    246,487  267      98,540    290,900  162      94,961    314,398  

65 to 69 16       0            0            21       90,477    199,788  26       113,862  311,202  10       0            0            27       109,348  420,615  

>70 3         0            0            2         0            0            2         0            0            0         0            0            1         0            0            

Schedule SB, line 26 - Schedule of Active Participant Data

Attained 
Age

Years Of Credited Service

40 & up35 to 3930 to 3425 to 2920 to 24
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Appendix A – Statement of actuarial 
assumptions and methods 
Actuarial Assumptions and Methods  Contributions 
 
 

 Economic Assumptions 
Interest rate basis:    
 Applicable month (published)   October 2013 
 Yield curve basis   Segment rates 
 MAP-21 applied for funding   Yes 
 MAP-21 applied for benefit restrictions   Yes 
Funding interest rates: 

 
Reflecting 
Corridors

Not Reflecting 
Corridors 

 First segment rate  4.43% 1.37% 
 Second segment rate  5.62% 4.05% 
 Third segment rate  6.22% 5.06% 
 Effective interest rate  5.66% 4.15% 
Annual rates of increase    
 Compensation:    

— Representative rates 
Age 

 
< 26 

26 – 30 
31 – 35 
36 – 40 
41 – 45 
46 – 50 

> 50 

Rate 
 

11.50% 
9.50% 
7.50% 
6.50% 
5.00% 
4.00% 
3.50%  

— Weighted average 

  

4.95% 

 
 Cash balance crediting rate    4.00% 
 Lump sum/annuity conversion rate  October 2013 segment rates 

 Future Social Security wage bases   4.00% 

 Statutory limits on compensation   N/A 

 Expected rate of return on assets for prior year 
 

6.50% but not greater than the third 
segment rate 
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 Demographic Assumptions 
Inclusion Date The valuation date coincident with or next following the date on which the 

employee becomes a participant. 

New or rehired employees It was assumed there will be no new or rehired employees. 

Mortality    
 Healthy Separate rates for non-annuitants (based on RP-2000 “Employees” table 

without collar or amount adjustments, projected to 2029 using Scale AA and 
annuitants (based on RP-2000 “Healthy Annuitants” table without collar or 
amount adjustments, projected to 2021 using Scale AA. 

 Disabled Post-1994 current liability disabled 

 Lump sum/annuity 
conversion 

Applicable 417(e) IRS Mortality Table 
 

Termination Rates varying by age and service: 

 Percentage leaving during the year 
Attained Age Less than five  

years of service 
Five or more  

years of service 
< 25 8.00% 8.00% 

25 – 29 8.00% 6.00% 
30 – 34 8.00% 5.00% 
35 – 39 8.00% 3.00% 
40 – 49 8.00% 2.50% 

> 49 8.00% 4.00% 
 

 

Disability Rates apply to employees not eligible to retire and vary by age and sex as           
indicated by the following sample values: 

Percentage becoming disabled during the year 
Age Male Female 
20 0.060% 0.090% 
30 0.060% 0.090% 
40 0.074% 0.110% 
50 0.178% 0.267% 
60 0.690% 1.035% 

 

 
 

Retirement Rates varying by age; average retirement age 61: 

  
Percentage retiring during the year

Age Rate 
55-57 7.00% 
58-60 10.00% 
61-63 25.00% 
64-65 50.00% 
66-69 25.00% 
70+ 100.00% 
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Benefit commencement 
date: 

 

 Preretirement death 
benefit 

The later of the death of the active participant or the date the participant 
would have attained age 55. 

 Deferred vested benefit The later of age 55 or termination of employment.  

 Disability benefit Upon disablement. 

 Retirement benefit Upon termination of employment. 

Form of payment 40% lump sum; 60% annuity for retirement eligible East grandfathered 
participants and 75% lump sum; 25% annuity for all other participants. 
Married participants are assumed to elect the 50% joint and survivor 
annuity and unmarried participants are assumed to elect the single life 
annuity.  No other optional form of payment election is assumed. 

Percent married 80% of male participants; 70% of female participants.  

Spouse ages Wives are assumed to be three years younger than husbands. 
 

Valuation pay 2014 base salary pay (Grandfathered) – not estimated due to freeze of 
final average pay accruals at December 31, 2010. 

2014 expanded pay (Cash Balance) – sum of the following  
updated one year according to the salary increase assumption: 

(i)  2013 base salary 
(ii) a 15% increase for overtime eligible employees and a target   
bonus percent increase for incentive-eligible employees 

At-risk assumptions If at-risk calculations are required, all participants eligible to elect benefits 
during the current and subsequent ten plan years are assumed to 
commence benefits at the earliest possible date under the plan, but not 
before the end of the current plan year, except in accordance with the 
regular valuation assumptions.  In addition, all participants (not just those 
eligible to begin benefits within the next 11 years) are assumed to elect the 
most valuable form of benefit under the plan, which is usually a joint and 
survivor form of payment.   

Timing of benefit  
payments 

Annuity payments are payable monthly at the beginning of the month and lump            
sum payments are payable on date of decrement. 

 

 

 Methods 
Valuation date First day of plan year. 

Funding target  Present value of accrued benefits. 

Target normal cost  Present value of benefits expected to accrue during plan year 
plus plan-related expenses expected to be paid from the trust 
(based on actual trust expenses paid in previous year, adjusted 
by the difference between the prior and expected current year 
PBGC premiums). 
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Actuarial value of assets Average of the fair market value of assets on the valuation date 
and the six immediately preceding months, adjusted for 
contributions, benefit/expense payments and expected 
investment returns.  The average asset value must be within 10% 
of fair value, including contributing receivable.  The method of 
computing the actuarial value of assets complies with rules 
governing the calculation of such values under PPA. 

These rules produce smoothed values that reflect the underlying 
market value of plan assets but fluctuate less than the market 
value.  As a result, the actuarial value of assets will be lower than 
the market value in some years and greater in other years.  
However, over the long term under PPA's smoothing rules, the 
method has a bias to produce an actuarial value of assets that is 
below the market value of assets. 

Benefits Not Valued All benefits were valued except: 

 — Any liabilities that may be reinstated in the event of 
reemployment 

— The alternate benefit formula for members who did not 
elect to withdraw their employee contributions 

— Any liabilities relating to memebers’ unwithdrawn 
employee contributions 

— Liabilities related to special benefits as a result of 
termination due to downsizing and restructuring 

Change in Assumptions and            
Methods Since Prior Valuation  

The interest rates used to calculate the funding target, target 
normal cost and to convert 417(e) based forms of payments were 
updated from the segment rates as of October 2012 to the 
segment rates as of October 2013. 

The required mortality table used to value the funding target and 
target normal cost was updated to include one additional year of 
projected mortality improvements. 

Assumed plan-related expenses of $3,461,590 were added to the 
target normal cost.  

Data Sources Towers Watson used participant and asset data as of January 1, 
2014, supplied by ACS, the third party database for the AEP 
pension data with the exception of certain elements taken from 
the dbConnect pension calculator database. Data were reviewed 
for reasonableness and consistency, but no audit was performed. 
Assumptions or estimates were made or by Towers Watson 
actuaries when data were not available.  We are not aware of any 
errors or omissions in the data that would have a significant effect 
on the results of our calculations. 
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 Actuarial Assumptions and Methods  Pension Cost 
 
 

 Economic Assumptions 
Discount rate   4.70% 
Return on assets*   6.00% 
Annual rates of increase    
 Compensation:    

— Representative rates 
Age 

 
< 26 

26 – 30 
31 – 35 
36 – 40 
41 – 45 
46 – 50 

> 50 

Rate 
 

11.50% 
9.50% 
7.50% 
6.50% 
5.00% 
4.00% 
3.50%  

— Weighted average 

  

4.95% 

 
 Cash balance crediting rate   4.00% 
 Lump sum/annuity conversion rate  5.90% 

 Future Social Security wage bases   4.00% 

 Statutory limits on compensation   3.00% 
 

The return on assets shown above is net of investment expenses and administrative expenses assumed to 
be paid from the trust.  

* Also used as discount rate for plan accounting (ASC 960) purposes. 
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 Demographic Assumptions 

Inclusion Date The valuation date coincident with or next following the date on which the 
employee becomes a participant. 

New or rehired employees It was assumed there will be no new or rehired employees. 
Mortality   

Healthy Separate rates for (1) non-annuitants (based on RP-2000 “Employees” 
table without collar or amount adjustments, projected to 2029 using Scale 
AA and (2) annuitants (based on RP-2000 “Healthy Annuitants” table 
without collar or amount adjustments, projected to 2021 using Scale AA. 

Disabled RP2000 disabled retiree, no projection. 

Lump sum/annuity conversion Applicable 417(e) IRS Mortality Table 

Termination Rates varying by age and service 
 Percentage leaving during the year 

Attained Age Less than five  
years of service 

Five or more  
years of service 

< 25 8.00% 8.00% 
25 – 29 8.00% 6.00% 
30 – 34 8.00% 5.00% 
35 – 39 8.00% 3.00% 
40 – 49 8.00% 2.50% 

> 49 8.00% 4.00% 
 

Disability Rates apply to employees not eligible to retire and vary by age and sex a 
indicated by the following sample values: 

Percentage becoming disabled during the year 
Age Male Female 
20 0.060% 0.090% 
30 0.060% 0.090% 
40 0.074% 0.110% 
50 0.178% 0.267% 
60 0.690% 1.035% 
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Retirement Rates varying by age; average retirement age 61: 

  
Percentage retiring during the year

Age Rate 
55-57 7.00% 
58-60 10.00% 
61-63 25.00% 
64-65 50.00% 
66-69 25.00% 
70+ 100.00% 

 

 

Benefit commencement 
date: 

 

 Preretirement death 
benefit 

The later of the death of the active participant or the date the participant 
would have attained age 55. 

 Deferred vested  
benefit 

The later of age 55 or termination of employment.  

 Disability benefit Upon disablement. 

 Retirement benefit Upon termination of employment. 

Form of payment 40% lump sum; 60% annuity for retirement eligible East grandfathered 
participants and 75% lump sum; 25% annuity for all other participants. 
Married participants are assumed to elect the 50% joint and survivor 
annuity and unmarried participants are assumed to elect the single life 
annuity.  No other optional form of payment election is assumed. 

Percent married 80% of male participants; 70% of female participants.  

Spouse ages Wives are assumed to be three years younger than husbands. 
 

Valuation pay 2014 base salary pay (Grandfathered) – not estimated due to freeze of 
final average pay accruals at December 31, 2010. 

2014 expanded pay (Cash Balance) – sum of the following  
updated one year according to the salary increase assumption: 

(i)  2013 base salary 
(ii) a 15% increase for overtime eligible employees and a target bonus 
percent increase for incentive-eligible employees 

Administrative expenses Discount rate is net of expenses paid by the trust. 
 

Timing of benefit  
payments 

Annuity payments are payable monthly at the beginning of the month and lump            
sum payments are payable on date of decrement. 
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 Methods 
Service cost and 
projected benefit obligation 

Projected unit credit  

Market-related value of assets The market value on the valuation date less the following 
percentages of prior years’ investment gains and losses: 

— 80% of the prior year 

— 60% of the second prior year 

— 40% of the third prior year 

— 20% of the fourth prior year 

The investment gain or loss is calculated each year by: 

— Rolling forward the prior year’s fair value of assets with actual 
contributions, benefit payments and expected return on 
investments using the long-term yield assumption 

— Comparing the actual fair value of assets to the expected value 
calculated above. 

Benefits not valued All benefits were valued except: 

— Any liabilities that may be reinstated in the event of 
reemployment 

— The alternate benefit formula for members who did not elect to 
withdraw their employee contributions 

— Any liabilities relating to members’ unwithdrawn employee 
contributions 

— Liabilities related to special benefits as a result of termination due 
to restructuring or downsizing 

Change in assumptions and 
methods since prior valuation 

The discount rate was decreased from 3.95% to 4.70%. 

The mortality table used to value the benefit obligations was updated 
from the RP2000 with projections to 2020 for annuitants and to 2028 
for nonannuitants to RP2000 with projections to 2021 and 2029, 
respectively. 

The mortality table used for lump sum/annuity conversions was 
updated for an additional year of mortality improvements. 

Accruals for particpants in LTD status were frozen.   

The lump sum conversion rate increased from 5.10% to 5.90%. 

The expected return on assets was changed from 6.50% to 6.00%. 

 

Data Sources Towers Watson used participant and asset data as of                           
January 1, 2014, supplied by ACS, the third party database for the 
AEP pension data with the exception of certain elements taken from 
the dbConnect pension calculator database. Data were reviewed for 
reasonableness and consistency, but no audit was performed. 
Assumptions or estimates were made or by Towers Watson actuaries 
when data were not available. We are not aware of any errors or 
omissions in the data that would have a significant effect on the 
results of our calculations. 
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Appendix B1 : Summary of plan provisions 
covered by the former East Retirement Plan 

Plan Provisions 

Effective Date May 1, 1955. Restated effective January 1, 2012. 

Recent Amendments Executed as of April 3, 2012. 

Covered Employees Employees become Members of the Plan on the first day of the 
month following completion of one year of service. 

Participation Date Date of becoming a covered employee. 

Definitions 

Grandfathered employee If, on December 31, 2000, either: 

  Participating in AEP System Retirement Plan, or 

  In one-year waiting period for AEP System Retirement Plan 
participation.

Vesting service A period of time from employment date to termination date and, in 
general, includes periods of severance that are not in the excess of 
12 months. 

Accredited service Elapsed time from date of hire (from benefit service start date). 

Cash balance pay Pay received during the year, including base pay, overtime, shift 
differential/Sunday premium pay and incentive pay, subject to IRS 
limits. 

Covered compensation amount The average of the Social Security taxable wage based during the 
35-year period including the year in which the participant retires, 
dies, becomes disabled or otherwise terminates employment. This 
monthly average is calculated to the next lower or equal whole dollar 
amount and is then rounded to nearest $50. 

Final average pay Average of the highest 36-consecutive months of base pay out of the 
last 120 months of employment, subject to IRS limits. 

Normal retirement date 
(NRD) 

The first day of the calendar month whose first day is nearest the 
later of the member’s 65th birthday or the completion of five years of 
Vesting Service. 

  

Exhibit HEM-2A 
Page 44 of 76



42 American Electric Power System Retirement Plan 

 Towers Watson Confidential 

Cash balance account Recordkeeping account to which annual Interest Credits and annual 
Company Credits are credited. The cash balance account is updated at 
the end of each plan year and is equal to: 

Cash Balance Account as of the  
end of the prior plan year 

+ 
Interest Credits 

+ 
Company Credits 

Cash balance benefit Cash Balance Account converted to a monthly annuity   
Opening balance For those participating in or eligible for the AEP System Retirement 

Plan on December 31, 2000, opening balance is calculated as follows: 

 Present value of monthly normal retirement benefit determined as of 
December 31, 2000, and payable at age 65 (or current age if older)

 Present value determined based on 5.78% interest and IRS 
regulated mortality (GAM83 Unisex) data for lump sums 
(postretirement only) 

Plus 

 Credit for early retirement subsidy for monthly payments beginning 
at age 62 (or current age if older) 

Plus 

 Transition credit based on age, service and pay received in 2000 
(see “Company Credits” for credit percentages) 

 Age and service based on completed whole years as of 
December 31, 2000. 

For employees hired on or after January 1, 2001, opening balance is 
$0. 

Interest credits Interest credits are applied to beginning of year account balance on 
December 31 each year. 
 
Based on the average 30-year Treasury Bond rate for November of the 
previous year. 
 
Minimum of 4%. 

Company credits Applied to account balance on December 31 or termination date if 
earlier. 

Amount is a percentage of eligible pay received during the year, based 
on age plus years of Vesting Service (age and service in completed 
whole years as of December 31). 

 Age Plus  
Years of Service 

Less than 30 
30 – 39 
40 – 49 
50 – 59 
60 – 69 

70+ 

Annual  
Company Credit 

3.0% 
3.5% 
4.5% 
5.5% 
7.0% 
8.5% 
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Monthly Grandfathered Benefit Sum of (1), (2) and (3): 

(1) 1.10% of Final Average Pay x Accredited Service up to 35 
years 

(2) 0.50% of Final Average Pay Less Covered Compensation x 
Accredited Service up to 35 years 

(3) 1.33% of Final Average Pay x Accredited Service between 35 
and 45 years 

Accruals for the grandfathered benefit ceased on December 31, 2010. 

Long-term disability and paid 
leaves 

Participants do not receive company credits while on long-term 
disability. Vesting service continues. 

Unpaid leave No compensation for annual Company Credit. Vesting service 
continues. 

 

Eligibility for Benefits 

Normal retirement All members at or after their Normal Retirement Date. 

Early retirement Any time after attainment of age 55 and completion of five years of 
vesting.  Applicable only to grandfathered benefits. 

Postponed retirement Retirement after Normal Retirement Date. 

Vested termination All members who terminate employment after completion of three 
years of Vesting Service, or upon death. 

Disability All members who are unable to work at own occupation solely 
because of sickness or injury for the first 24 months of disability. After 
24 months of disability, the participant is eligible if unable to work at 
any gainful occupation for which the participant may be able, or may 
reasonably become qualified by education, training or experience, to 
perform. 

Surviving spouse The surviving spouse of a Grandfathered Member who retired or is 
eligible to retire on Normal or Early Retirement and who was married 
to that spouse for the year preceding commencement and whose 
grandfathered benefit exceeds his or her Cash Balance Benefit. 

Preretirement death  Beneficiary of deceased member. 

Benefits Paid Upon the Following Events 

Normal retirement For Grandfathered Employees, the better of the monthly 
grandfathered benefit or the Cash Balance Benefit determined as of 
Normal Retirement Date.  For all other employees, the Cash Balance 
Benefit determined as of Normal Retirement Date. 

Early retirement For Grandfathered Employees, the better of: 

(1) The monthly grandfathered retirement benefit reduced by 3% 
per year for each year commencement precedes age 62, and  

(2) The Cash Balance Benefit determined as of the Early 
Retirement Date. 

For all other employees, the Cash Balance Benefit determined as of 
the Early Retirement Date. 
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Deferred vested retirement The accrued Normal Retirement Benefit (better of Cash Balance and 
Grandfathered Benefits, if eligible), payable at Normal Retirement 
Date or actuarially reduced and payable at any age. 

Disability The greater of (1) or (2): 

(1) Accrued Grandfathered Retirement Benefit reduced as in the 
Early Retirement Benefit.  If retirement occurs prior to age 55, 
the benefit is further reduced actuarially from age 55.  The 
Disability Retirement Benefit will reflect Accredited Service that 
accrued (at most recent rate of base earnings) to a member 
while receiving benefits under the Company’s LTD plan. 

(2) The Cash Balance Benefit with continued Company Credits 
while disabled.  

Benefit (1) applies for Grandfathered Employees only.   

Preretirement 
death 

Better of (1) or (2): 

(1) The grandfathered monthly benefit as if the employee 
commenced a 60% qualified joint and survivor benefit at his 
earliest retirement date 

(2) Annuity equivalent of Cash Balance account or the cash 
balance account. 

Benefit (1) applies for a Grandfathered Employee whose beneficiary 
is his or her spouse. 

Surviving spouse benefits A benefit payable for life equal to 30% of the single life annuity 
payable to the grandfathered member.  The spouse’s benefit is 
actuarially reduced for each year by which the spouse is more than 
ten years younger than the member.  Payable to Grandfathered 
Employees only. 

Other Plan Provisions 

Forms of payment  

 Grandfathered employees 

 

The following are available for Grandfathered Employees for both 
the Grandfathered Benefit and the Cash Balance Benefit:   

 Full lump sum payment. 

 Combination of partial lump sum (25%, 50% or 75% of full 
lump sum) with remainder paid as a monthly benefit (see 
below). 

 Monthly payment: 

 Single life annuity. 

 Optional joint annuities (spouse or other beneficiary). 

 Available in 40%, 50%, 60%, 75%, 100%. 

 Can elect pop-up and/or level income options. 

 Automatic company-paid 30% surviving spouse annuity 
included in Grandfathered Benefit annuity if terminate on 
or after age 55 and married at least one year.  Cash 
Balance Benefit is actuarially reduced for this feature.  
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A one-time option to elect a lump sum of the accrued benefit for 
terminated vested participants whose benefit was determined in 
no way by reference to either the AEP or CSW cash balance 
formulas was offered during the period from May 1, 2012 through 
June 30, 2012.  Participants eligible for the window were also 
permitted to elect any of the other optional forms of payment 
generally applicable to such a participant under the normal terms 
of the plan document.  Any participant who elected to commence 
benefits under this window, regardless of lump sum or annuity 
election, had a benefit commencement date of August 1, 2012.   

 

 Employees hired on or after 
January 1, 2001 

 

The following are available for those hired on or after January 1, 
2001: 

 Full lump sum payment. 

 Combination of partial lump sum (25%, 50% or 75% of full 
lump sum) with remainder paid as a monthly benefit (see 
below). 

 Monthly payment: 

 Single life annuity. 

 Joint annuities (spouse or other beneficiary). 

 Available in 50%, 75%, 100%. 

Form of payment conversion for 
non-417(e) covered conversions  

 Cash balance 7.50% interest and the applicable 417(e) Mortality Table. 

 Grandfathered benefit 7.50% interest and the 1974 George B. Buck Mortality Table. 

Pension Increases 

 

None. 

Plan Participants’ Contributions 

 

Prior to January 1, 1978, employee contributions were required as a 
condition of Membership.  In May and June of 1981, Members were 
permitted an election to withdraw those contributions.  Those who 
did not elect to withdraw have retirement benefits based on a 
formula that differs from the formulas previously described in this 
section.  However, the number of nonelecting Members is so small 
that special plan provisions for that group have not been included in 
this summary. 

Exhibit HEM-2A 
Page 48 of 76



46 American Electric Power System Retirement Plan 

 Towers Watson Confidential 

Maximum on benefits and 
pay 

All benefits and pay for any calendar year may not exceed the 
maximum limitations for that year as defined in the Internal Revenue 
Code. The plan provides for increasing the dollar limits automatically 
as such changes become effective. Increases in the dollar limits are 
assumed for determining pension cost but not for determining 
contributions. 

Benefits not valued A small portion of the population made employee contributions to the 
plan.  Because the amount of these contributions is not material to 
the plan, they are not part of the valuation. 

Participants who were employees of Columbus Southern Power 
(CSP) at the time AEP acquired that company have a frozen benefit 
under the CSP benefit formula at December 31, 1986.  Benefits for 
these participants are the greater of an all-service AEP benefit and a 
two-part benefit consisting of the frozen CSP benefit plus an AEP 
benefit accrued from January 1, 1987.  Because this applies to a 
small portion of the population and the CSP frozen benefit is not 
often the greater benefit for these participants, this benefit is not 
valued. 

Plan status Ongoing. 

Future Plan Changes 

Towers Watson is not aware of any future plan changes that are required to be reflected. 

Changes in Benefits Valued Since Prior Year 

None. 
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Appendix B2 : Summary of plan provisions 
covered by the former West Retirement 
Plan 

Plan Provisions 

Effective Date January 1940.  Restated effective January 1, 1997. 

Recent Amendments Executed as of April 3, 2012. 

Covered Employees All full-time employees of a Participating Company employed by CSW 
before January 1, 2001, and not covered by a union (that has not 
bargained for coverage) or another pension plan provided by AEP.  
Part-time employees of the Company had to work more than 1,000 
hours in the first anniversary year or subsequent calendar years. 

Participation Date Date of becoming a covered employee 

Definitions 

Grandfathered employee Employees who were at least age 50 with ten years of vesting service 
of July 1, 1997.

Vesting service All service from date of hire in completed years. 

Credited service The aggregate of: 
 
For the period prior to January 1, 1976: 

(1) The number of full years in the last continuous period that 
employee was a participant after June 30, 1970, plus 

(2) Credited service under any prior plan if service extended to July 1, 
1970. 

For the period beginning on or after January 1, 1976, the number of full 
years of service. 

Cash balance pay Pay received during the year, including base pay, overtime, shift 
differential/Sunday premium pay and incentive pay, subject to IRS limits

Final average pay Highest average annual earnings (base pay only) during any 36 
consecutive months in the 120 months before retirement. Any changes 
in earnings within the last three months before retirement will not be 
taken into account. 

Normal retirement date (NRD) The first day of the calendar month on or following the member’s 65th 
birthday. 
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Cash balance account Recordkeeping account to which annual interest credits and annual 
company credits are credited. The cash balance account is updated at 
the end of each plan year and is equal to: 

Cash Balance Account as of the  
end of the prior plan year 

+ 
Interest Credits 

+ 
Company Credits 

Cash balance benefit Cash Balance Account converted to a monthly annuity   
Interest credits Interest credits are applied to beginning of year account balance on 

December 31 each year. 
 
Based on the average 30-year Treasury Bond rate for November of the 
previous year. 
 
Minimum of 4%. 

 

Company credits Applied to account balance on December 31 or termination date if 
earlier. 

Amount is a percentage of eligible pay received during the year, based 
on age plus years of Vesting Service (age and service in completed 
whole years as of December 31). 

 Age Plus  
Years of Service 

Less than 30 
30 – 39 
40 – 49 
50 – 59 
60 – 69 

70+ 

Annual  
Company Credit 

3.0% 
3.5% 
4.5% 
5.5% 
7.0% 
8.5% 

Monthly Grandfathered  
Benefit 

Greater of (1) or (2) below with automatic cost of living adjustments 
upon retirement: 

(1) Basic benefit — An annual amount equal to: 

The aggregate of a participant’s (a) earned benefit (if any) under 
any prior plan or acquired Company pension plan under which no 
election was made to receive a paid-up annuity; and (b) 
participant contributions without interest for the period 
commencing on or after July 1, 1970. For the period after 
September 1, 1980, participants will be deemed to have made 
contributions at the rate of 2% annually of the participant’s annual 
rate of earnings as of January 1.  

(2) Minimum benefit: 

1-2/3% of final average annual earnings less 50% of participant’s 
annual primary Social Security benefit times years of credited 
service up to 30 years.    
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Minimum benefits The benefit payable will never be less than the frozen accrued benefit 
as of July 1, 1997, under the prior plan. 

Primary Social Security benefit The annual amount payable under the Social Security Act as amended 
in effect at the employee’s date of retirement. The date as of which the 
amount is to be determined is: 

(1) In the case of an employee (including deferred vested employees) 
retiring on or after normal retirement date, normal retirement date.

(2) In the case of an employee retiring prior to normal retirement 
date, the later of employee’s 62nd birthday or actual retirement 
date. 

Early retirees and deferred vested employees are assumed to have no 
earnings after termination in determining the amount of this benefit.  

Long-term disability and paid 
leaves 

Participants do not receive company credits while on long-term 
disability.  For the grandfathered formula, the final average pay will be 
determined as of the date on which the participant became disabled. 
Vesting service continues. 

Unpaid leave No compensation for annual compensation credit.  Vesting service 
continues. 

 

Eligibility for Benefits 

Normal retirement All members at or after their Normal Retirement Date 

Early retirement Any time after attainment of age 55 and completion of five years of 
vesting 

Postponed retirement Retirement after NRD. 

Vested  The participant’s cash balance account is 100% vested when any one 
of the following applies: 

(1) Three years of vesting service 

(2) Attainment of age 55 while an employee 

(3) Death prior to termination 

(4) Upon disability. 

Disability All participants who become permanently and totally disabled. 
Permanent and total disability is determined by reference to the LTD 
plan covering that participant. 

Surviving spouse The surviving spouse of a participant who retired or is eligible to retire 
on normal or early retirement.  

Preretirement death  Beneficiary of participant who dies after becoming vested. 
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Benefits Paid Upon the Following Events 

Normal retirement Grandfathered employees must elect either the cash balance or the 
grandfathered formula. For purposes of this valuation, the employee is 
assumed to elect the formula with the higher present value.  Employees 
with a prior plan frozen benefit get the better of the cash balance benefit 
and the prior plan frozen benefit. For all other employees, the Cash 
Balance Benefit is determined as of Normal Retirement Date. 

Early retirement Greater of (1) if applicable or (2): 

(1) The grandfathered accrued benefit and the prior plan frozen are 
payable subject to reduction according to the following 
schedule if payments commence prior to the normal retirement 
date.

 Age at 
Retirement 

64 
63 
62 
61 
60 
59 
58 
57 
56 
55 

Percent of 
Benefit Payable 

100% 
100% 
100% 
95% 
90% 
84% 
78% 
72% 
66% 
60% 

 (2) The Cash Balance Benefit determined as of the Early 
Retirement Date. 

Deferred vested retirement Greater of (1) if applicable or (2):   

(1) Grandfathered accrued benefit payable at age 65, or if earlier 
reduced 5% per year from age 65, 6% per year from age 60 and 
7.5% per year compounded from age 55. 

(2)     Vested cash balance account.  

Disability retirement The greatest of grandfathered accrued benefit, if eligible, based on 
projected service and frozen pay deferred to age 65, prior plan frozen 
benefit if eligible and cash balance account with continued pay credits. 

Preretirement death If the beneficiary is the spouse and the participant is a 
grandfathered/protected plan participant, then:  

(1) For an active participant who dies on or after 55th birthday but 
before retirement, a monthly benefit equal to 50% of the benefit 
accrued to the date of death without reduction for early retirement 
is payable immediately as a life annuity to a qualifying spouse. 

(2) For an active participant who dies after completing five or more 
years of vesting service but before age 55, a deferred monthly 
benefit equal to 50% of the benefit accrued to the date of death 
reduced as for early retirement is payable as a life annuity to a 
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qualifying spouse.  Benefit commencement is deferred to when 
the deceased participant would have attained age 55. 

(3) For a deferred vested participant who dies before benefits 
commence, a monthly benefit equal to 50% of the deferred vested 
benefit reduced for early commencement (as for deferred 
vesteds) is payable as a life annuity to a qualifying spouse. If 
death occurs before age 55, the benefit to the spouse is deferred 
to when the deceased participant would have attained age 55. 

The spouse’s benefit is actuarially reduced for each year by which the 
spouse is more than five years younger than the participant. 

For all employees, the minimum benefit is the cash balance account 
immediate annuity, which is also payable if the beneficiary is not the 
participant’s spouse. 

Other Plan Provisions 

Form of payment The following are available for those participants who did not work an 
hour of service on or after January 1, 2003: 

 Full lump sum payment. 

 Monthly payment: 

 Single life annuity. 

 50% joint annuity (spouse or other beneficiary). 

A one-time option to elect a lump sum of the accrued benefit for 
terminated vested participants whose benefit was determined in no 
way by reference to either the AEP or CSW cash balance formulas 
was offered during the period from May 1, 2012 through June 30, 
2012.  Participants eligible for the window were also permitted to 
elect any of the other optional forms of payment generally applicable 
to such a participant under the normal terms of the plan document.  
Any participant who elected to commence benefits under this 
window, regardless of lump sum or annuity election, had a benefit 
commencement date of August 1, 2012.   
 
The following are available for those participants who work an hour of 
service on or after January 1, 2003: 

 Full lump sum payment. 

 Combination of partial lump sum (25%, 50% or 75% of full lump 
sum) with remainder paid as a monthly benefit (see below). 

 Monthly payment: 

 Single life annuity. 

 Joint annuities (spouse or other beneficiary). 

 Available in 50%, 75%, 100%. 
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Form of payment conversion for 
non-417(e) covered conversions 

 Cash balance 7.50% interest and the applicable 417(e) Mortality Table 

 Grandfathered benefit Factors as specified in Tables I, II, III and IV of Exhibit A to the 
American Electric Power System Retirement Plan document. 7.50% 
interest and the 1951 Group Annuity male mortality table to the extent 
not covered by Tables I, II, III and IV. 

Pension Increases None. 

Member Contributions None. 

Maximum on benefits and pay All benefits and pay for any calendar year may not exceed the 
maximum limitations for that year as defined in the Internal Revenue 
Code. The plan provides for increasing the dollar limits automatically as 
such changes become effective. Increases in the dollar limits are 
assumed for determining pension cost but not for determining 
contributions. 

Plan status Continuing accruals. All new entrants to plan are covered under former 
East plan provision. 

 

 

Future Plan Changes 

Towers Watson is not aware of any future plan changes that are required to be reflected. 

Changes in Benefits Valued Since Prior Year 

None. 
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Appendix C : Adjusted Funding Target 
Attainment Percentage (AFTAP) 
American Electric Power Co. retained Towers Watson Delaware Inc. (“Towers Watson”) to perform a 
valuation of its pension plan for the purpose of measuring the plan’s AFTAP for the plan year 
beginning January 1, 2014 in accordance with ERISA and the Internal Revenue Code. This valuation 
has been conducted in accordance with generally accepted actuarial principles and practices.  

The enrolled actuary making this certification is a member of the Society of Actuaries and other 
professional actuarial organizations and meets their “Qualification Standards for Actuaries Issuing 
Statements of Actuarial Opinion in the United States.” 

We hereby certify that the plan’s AFTAP for the plan year beginning January 1, 2014 is 110.21%. This 
percentage is based on the assumptions, participant data, and plan provisions we relied upon to 
prepare these results shown in this report, reflects the valuation limitations discussed in this report and 
is also based on the following additional information: 

Annuity Purchases 

American Electric Power Co.’s representation that there were no annuity purchases made on behalf of 
non-highly compensated employees by the plan in the plan years beginning in 2012 and 2013.  

Funding Balances 

Our understanding is that American Electric Power Co. has not elected to reduce the plan’s funding 
balance as of the first day of the 2014 plan year. 
 
Our understanding is that American Electric Power Co. has elected to apply the plan’s funding 
balances as of the first day of the 2013 and 2014 plan year to the 2013 and 2014 minimum required 
contribution (MRC), respectively, as follows: 

Date Amount
April 18, 2014 (2013 MRC) 
April 18, 2014 (2014 MRC) 

$54,762,687 
  $67,364,098   

  

Our understanding is that American Electric Power Co. has not elected to increase the prefunding 
balance as of the first day of the 2014 plan year. 
 
Contributions 

Our understanding is that American Electric Power Co. has not made any employer contributions after 
December 31, 2013 and before April 30, 2014 for the 2013 plan year. 
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Events 

There were no plan amendments that took effect in the current plan year that were taken into account 
for the current plan year’s AFTAP certification. 

There were no UCEBs that took effect in the current plan year that were taken into account for the 
current plan year’s AFTAP certification. 

There were no previously suspended accruals restored during the current plan year that were taken 
into account for the current plan year’s AFTAP certification. 

Elections 

Our understanding of sponsor elections required under the Pension Protection Act of 2006 (PPA) , 
with respect to interest rates, Actuarial Value of Assets and other methods and/or assumptions, as 
confirmed in the Sponsor’s letter dated April 30, 2014. 

In making this certification, we relied on asset, contribution, funding balance election, and annuity 
purchase information provided by the Company, including dates and amounts of contributions made to 
the plan through the date of this certification, dates and amounts of funding balance elections by the 
Company through the date of this certification, and amounts of annuity purchases in the past two 
years, as shown above. We have reviewed this information for overall reasonableness and 
consistency but, consistent with the scope of our engagement, have neither audited nor independently 
verified this information. We do not certify to the accuracy or completeness of asset, contribution, 
funding balance election and annuity purchase information, and this certification relies on and is 
contingent on the accuracy and completeness of this information.  
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The development of the AFTAP is shown below: 

All monetary amounts shown in US Dollars 

Plan Year Beginning January 1, 2014
 Actuarial value of assets as of January 1, 20141 4,653,384,245 
  
 Funding standard carryover balance at January 1, 20142 145,450,308 
  
 Prefunding balance at January 1, 20142 515,513,143 
  
 Funding target (disregarding at-risk assumptions)  4,221,975,836 
  
 AVA/funding target (disregarding at-risk assumptions) 110.21% 
  
 Assets for AFTAP calculation3 4,653,384,245 
  
 Annuity purchases for NHCEs during 2012 and 2013 0 
  
Reflection of Post-Valuation Date Events not Previously Reflected
 Increase in funding target (disregarding at-risk assumptions) for 2014 

amendments/UCEBs/restored accruals4 
0 

   
 IRC §436 contributions made to enable plan 

amendments/UCEBs/restored accruals to take effect5 
0 

   
 Adjusted funding target, disregarding at-risk assumptions, (includes 

NHCE annuity purchases and amendments) 
0 

   
 Adjusted assets (includes NHCE annuity purchases and IRC §436 

contributions) 
0 

   
Specific AFTAP 
 Adjusted Funding Target Attainment Percentage (AFTAP) 110.21% 
  

 

  

                                                      
1  Reflects discounted contributions made for the 2013 plan year only if paid on or before the certification date. Includes 

security posted by the beginning of the plan year in the form of a bond or cash held in escrow. 
2  Reflects elections made to-date (other than elections to apply the funding balances to 2014 MRC). 
3  AVA if AVA/Funding Target (disregarding at-risk assumptions) >=100%; otherwise (AVA-funding balances). 
4  If amendments/UCEBs/restored accruals (i) went into effect before this specific certification, (ii) were not reflected in the 

funding valuation and (iii) require AFTAP recertification, or if AFTAP recertification is not required but  the plan sponsor 
decides to reflect the amendment/UCEBs/restored accruals in the specific AFTAP certification. 

5  Discounted to January 1, 2014 using the 2014 plan year effective interest rate.  
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Immediate Implications of AFTAP Certification 

We believe that the certified AFTAP of 110.21% for the 2014 plan year has the following implications 
for benefit limitations described in IRC §436. American Electric Power Co. should review these 
conclusions with ERISA counsel: 

 Benefit accruals called for under the plan without regard to IRC §436 must continue.  

 Accelerated distributions called for under the plan without regard to IRC §436 must continue in full.  

 Amendments that increase benefits must be evaluated at the time they would take effect to 
determine if they are permissible. 

 Plant shutdown and other unpredictable UCEBs must be evaluated at the time they would take 
effect to determine if they are permissible. 

Implications of 2014 AFTAP for Presumptions in Next Plan Year 

Because the AFTAP for the 2014 plan year is at least 90%, the presumed AFTAP for 2015 will remain 
equal to the 2014 certified AFTAP, and changes in benefit restrictions will not occur, before the 2015 
AFTAP is certified, provided that the 2015 AFTAP is certified before the first day of the tenth month of 
the plan year. 

Note, however, that adoption of plan amendments and/or payment of UCEBs may change this result. 
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Appendix D : Results by business unit 
Unless otherwise indicated, the data, assumptions, methods, data and plan provisions upon which the 
figures in this Appendix D rely are consistent with those indicated throughout the rest of the report. 
 
  
Summary of key assumptions for Appendix D of 2014 AEP Retirement Plan valuation report:

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Discount Rate 4.70% 5.30% 5.50% 5.60% 5.70% 5.80% 5.80% 5.80% 5.80% 5.80%
PPA effective interest rate 5.66% 5.16% 5.30% 5.40% 5.50% 5.60% 5.60% 5.60% 5.60% 5.60%
Expected return on assets 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
Cash balance crediting rate 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Lump sum conversion rate 5.90% 5.90% 5.90% 5.90% 5.90% 5.90% 5.90% 5.90% 5.90% 5.90%

Expected mortality

Valuation and data January 1, 2014

IRS-prescribed mortality table for minimum funding purposes, with adoption of RP-2014 and projection scale 
MP-2014 at year end 2015.
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AMERICAN ELECTRIC POWER
QUALIFIED RETIREMENT PLAN
SUMMARY OF PLAN PARTICIPANTS FOR THE 2014 VALUATION

Retirees
Vested Non-Vested Total Receiving Deferred Total Total

Location Actives Actives Actives Benefits Beneficiaries Vesteds Inactives Participants

140 Appalachian Power Co - Distribution 1,023       0                 1,023       1,118        405                184         1,707       2,730           
215 Appalachian Power Co - Generation   924         0                 924         766           231                76           1,073       1,997           
150 Appalachian Power Co - Transmission 62           0                 62           115           18                  16           149         211              

Appalachian Power Co. - FERC 2,009       0                 2,009       1,999        654                276         2,929       4,938           
225 Cedar Coal Co 0             0                 0             91             34                  17           142         142              

Appalachian Power Co. - SEC 2,009       0                 2,009       2,090        688                293         3,071       5,080           

211 AEP Texas Central Company - Distribution 874         0                 874         878           251                305         1,434       2,308           
147 AEP Texas Central Company - Generation 0             0                 0             6              48                  24           78           78                
169 AEP Texas Central Company - Transmission 102         0                 102         68             32                  35           135         237              

AEP Texas Central Co. 976         0                 976         952           331                364         1,647       2,623           

170 Indiana Michigan Power Co - Distribution 574         0                 574         642           264                98           1,004       1,578           
132 Indiana Michigan Power Co - Generation 382         0                 382         281           89                  88           458         840              
190 Indiana Michigan Power Co - Nuclear 1,124       0                 1,124       361           61                  281         703         1,827           
120 Indiana Michigan Power Co - Transmission 123         0                 123         103           16                  10           129         252              
280 Ind Mich River Transp Lakin 324         0                 324         102           41                  40           183         507              

Indiana Michigan Power Co. - FERC 2,527       0                 2,527       1,489        471                517         2,477       5,004           
202 Price River Coal 0             0                 0             0              0                   0            0             0                 

Indiana Michigan Power Co. - SEC 2,527       0                 2,527       1,489        471                517         2,477       5,004           

110 Kentucky Power Co - Distribution 252         0                 252         186           70                  34           290         542              
117 Kentucky Power Co - Generation 94           0                 94           97             24                  12           133         227              
180 Kentucky Power Co - Transmission 29           0                 29           11             0                   3            14           43                
600 Kentucky Power Co. - Kammer Actives 43           0                 43           0              0                   0            0             43                
701 Kentucky Power Co. - Mitchell Actives 244         0                 244         0              0                   0            0             244              
702 Kentucky Power Co. - Mitchell Inactives 0             0                 0             97             12                  4            113         113              

Kentucky Power Co. 662         0                 662         391           106                53           550         1,212           

250 Ohio Power Co - Distribution 1,468       0                 1,468       1,687        519                228         2,434       3,902           
160 Ohio Power Co - Transmission 13           0                 13           197           67                  20           284         297              

Ohio Power Co 1,481       0                 1,481       1,884        586                248         2,718       4,199           

167 Public Service Co of Oklahoma - Distribution 660         0                 660         435           191                137         763         1,423           
198 Public Service Co of Oklahoma - Generation 364         0                 364         168           70                  57           295         659              
114 Public Service Co of Oklahoma - Transmission 81           0                 81           50             16                  14           80           161              

Public Service Co. of Oklahoma 1,105       0                 1,105       653           277                208         1,138       2,243           

159 Southwestern Electric Power Co - Distribution 521         0                 521         177           95                  54           326         847              
168 Southwestern Electric Power Co - Generation 588         0                 588         182           86                  39           307         895              
161 Southwestern Electric Power Co - Texas - Distribution 239         0                 239         95             39                  36           170         409              
111 Southwestern Electric Power Co - Texas - Transmission 0             0                 0             0              3                   0            3             3                 
194 Southwestern Electric Power Co - Transmission 74           0                 74           34             10                  14           58           132              

Southwestern Electric Power Co. 1,422       0                 1,422       488           233                143         864         2,286           

119 AEP Texas North Company - Distribution 252         0                 252         165           83                  81           329         581              
166 AEP Texas North Company - Generation 0             0                 0             101           49                  32           182         182              
192 AEP Texas North Company - Transmission 48           0                 48           23             11                  3            37           85                

AEP Texas North Co. 300         0                 300         289           143                116         548         848              

230 Kingsport Power Co - Distribution 50           0                 50           45             16                  5            66           116              
260 Kingsport Power Co - Transmission 6             0                 6             8              1                   1            10           16                

Kingsport Power Co. 56           0                 56           53             17                  6            76           132              

210 Wheeling Power Co - Distribution 48           0                 48           54             31                  3            88           136              
200 Wheeling Power Co - Transmission 0             0                 0             3              8                   0            11           11                

Wheeling Power Co. 48           0                 48           57             39                  3            99           147              

103 American Electric Power Service Corporation 5,019       0                 5,019       2,428        477                1,275      4,180       9,199           
American Electric Power Service Corp 5,019       0                 5,019       2,428        477                1,275      4,180       9,199           

143 AEP Pro Serv, Inc. 0             0                 0             1              0                   2            3             3                 
171 CSW Energy, Inc. 87           0                 87           3              1                   23           27           114              
293 Elmwood 82           0                 82           5              0                   17           22           104              
292 AEP River Operations LLC 936         0                 936         8              0                   107         115         1,051           
189 Central Coal Company 0             0                 0             0              0                   0            0             0                 

Miscellaneous 1,105       0                 1,105       17             1                   149         167         1,272           

270 Cook Coal Terminal 15           0                 15           13             3                   3            19           34                
AEP Generating Company 15           0                 15           13             3                   3            19           34                

104 Cardinal Operating Company 305         0                 305         187           53                  14           254         559              
181 Ohio Power Co - Generation 654         0                 654         1,224        389                248         1,861       2,515           

AEP Generation Resources - FERC 959         0                 959         1,411        442                262         2,115       3,074           
290 Conesville Coal Preparation Company 0             0                 0             11             1                   2            14           14                

AEP Generation Resources - SEC 959         0                 959         1,422        443                264         2,129       3,088           

Total 17,684     0                 17,684     12,226      3,815             3,642      19,683     37,367         
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AMERICAN ELECTRIC POWER - QUALIFIED RETIREMENT PLAN
FUNDED STATUS OF PRESENT VALUE OF ACCUMULATED PLAN BENEFITS (ASC 960) AS OF JANUARY 1, 2014

Present Value Present Value Present Value of
of Vested of Non-Vested Accumulated Market Value Percent

Location Benefits Benefits Plan Benefits of Assets Funded

140 Appalachian Power Co - Distribution $284,431,277 $3,309,856 $287,741,133 $311,905,817 108.4%
215 Appalachian Power Co - Generation   239,157,340 2,319,770 241,477,110 264,763,253 109.6%
150 Appalachian Power Co - Transmission 33,733,806 81,977 33,815,783 31,400,384 92.9%

Appalachian Power Co. - FERC $557,322,423 $5,711,603 $563,034,026 $608,069,454 108.0%
225 Cedar Coal Co 3,129,088 0 3,129,088 4,585,983 146.6%

Appalachian Power Co. - SEC $560,451,511 $5,711,603 $566,163,114 $612,655,437 108.2%

211 AEP Texas Central Company - Distribution $243,044,304 $783,238 $243,827,542 $274,418,722 112.5%
147 AEP Texas Central Company - Generation 6,726,255 0 6,726,255 14,533,651 216.1%
169 AEP Texas Central Company - Transmission 23,400,366 94,474 23,494,840 26,420,727 112.5%

AEP Texas Central Co. $273,170,925 $877,712 $274,048,637 $315,373,100 115.1%

170 Indiana Michigan Power Co - Distribution $144,632,728 $1,265,419 $145,898,147 $162,166,819 111.2%
132 Indiana Michigan Power Co - Generation 96,522,292 1,275,027 97,797,319 106,393,117 108.8%
190 Indiana Michigan Power Co - Nuclear 181,069,134 2,513,970 183,583,104 220,471,645 120.1%
120 Indiana Michigan Power Co - Transmission 32,553,990 312,533 32,866,523 33,774,470 102.8%
280 Ind Mich River Transp Lakin 27,696,276 513,462 28,209,738 36,874,139 130.7%

Indiana Michigan Power Co. - FERC $482,474,420 $5,880,411 $488,354,831 $559,680,190 114.6%
202 Price River Coal 0 0 0 0 0.0%

Indiana Michigan Power Co. - SEC $482,474,420 $5,880,411 $488,354,831 $559,680,190 114.6%

110 Kentucky Power Co - Distribution $63,095,058 $672,919 $63,767,977 $68,385,212 107.2%
117 Kentucky Power Co - Generation 30,644,824 345,124 30,989,948 31,474,046 101.6%
180 Kentucky Power Co - Transmission 5,831,552 19,562 5,851,114 6,182,096 105.7%
600 Kentucky Power Co. - Kammer Actives 4,441,812 59,701 4,501,513 5,425,733 120.5%
701 Kentucky Power Co. - Mitchell Actives 23,833,188 814,006 24,647,194 35,513,146 144.1%
702 Kentucky Power Co. - Mitchell Inactives 21,230,696 0 21,230,696 27,697,105 130.5%

Kentucky Power Co. $149,077,130 $1,911,312 $150,988,442 $174,677,338 115.7%

250 Ohio Power Co - Distribution $377,684,134 $2,932,541 $380,616,675 $433,703,784 113.9%
160 Ohio Power Co - Transmission 43,625,541 18,513 43,644,054 43,515,760 99.7%

Ohio Power Co $421,309,675 $2,951,054 $424,260,729 $477,219,544 112.5%

167 Public Service Co of Oklahoma - Distribution $139,111,847 $538,001 $139,649,848 $160,382,988 114.8%
198 Public Service Co of Oklahoma - Generation 69,324,437 390,464 69,714,901 83,303,607 119.5%
114 Public Service Co of Oklahoma - Transmission 16,534,123 73,483 16,607,606 20,043,420 120.7%

Public Service Co. of Oklahoma $224,970,407 $1,001,948 $225,972,355 $263,730,015 116.7%

159 Southwestern Electric Power Co - Distribution $82,724,696 $438,557 $83,163,253 $101,766,058 122.4%
168 Southwestern Electric Power Co - Generation 92,456,597 983,278 93,439,875 109,720,641 117.4%
161 Southwestern Electric Power Co - Texas - Distributio 45,335,956 205,887 45,541,843 50,874,622 111.7%
111 Southwestern Electric Power Co - Texas - Transmiss 140,266 0 140,266 77,692 55.4%
194 Southwestern Electric Power Co - Transmission 12,755,048 75,148 12,830,196 16,157,232 125.9%

Southwestern Electric Power Co. $233,412,563 $1,702,870 $235,115,433 $278,596,245 118.5%

119 AEP Texas North Company - Distribution $59,688,266 $248,405 $59,936,671 $67,393,547 112.4%
166 AEP Texas North Company - Generation 19,264,845 0 19,264,845 24,712,557 128.3%
192 AEP Texas North Company - Transmission 8,068,451 49,742 8,118,193 9,827,102 121.1%

AEP Texas North Co. $87,021,562 $298,147 $87,319,709 $101,933,206 116.7%

230 Kingsport Power Co - Distribution $11,801,061 $57,448 $11,858,509 $12,882,303 108.6%
260 Kingsport Power Co - Transmission 2,428,498 21,666 2,450,164 2,251,944 91.9%

Kingsport Power Co. $14,229,559 $79,114 $14,308,673 $15,134,247 105.8%

210 Wheeling Power Co - Distribution $13,853,409 $25,922 $13,879,331 $15,565,330 112.1%
200 Wheeling Power Co - Transmission 655,442 0 655,442 887,084 135.3%

Wheeling Power Co. $14,508,851 $25,922 $14,534,773 $16,452,414 113.2%

103 American Electric Power Service Corporation $1,227,718,652 $17,288,576 $1,245,007,228 $1,387,290,786 111.4%
American Electric Power Service Corp $1,227,718,652 $17,288,576 $1,245,007,228 $1,387,290,786 111.4%

143 AEP Pro Serv, Inc. $934,735 $0 $934,735 $1,014,265 108.5%
171 CSW Energy, Inc. 7,332,576 348,203 7,680,779 9,701,893 126.3%
293 Elmwood 2,408,829 62,493 2,471,322 5,068,769 205.1%
292 AEP River Operations LLC 24,806,529 718,391 25,524,920 48,044,913 188.2%
189 Central Coal Company 0 0 0 0 0.0%

Miscellaneous $35,482,669 $1,129,087 $36,611,756 $63,829,840 174.3%

270 Cook Coal Terminal $3,154,805 $39,803 $3,194,608 $3,974,249 124.4%
AEP Generating Company $3,154,805 $39,803 $3,194,608 $3,974,249 124.4%

104 Cardinal Operating Company $67,405,829 $796,536 $68,202,365 $87,358,287 128.1%
181 Ohio Power Co - Generation 266,588,806 1,744,571 268,333,377 363,841,775 135.6%

AEP Generation Resources - FERC $333,994,635 $2,541,107 $336,535,742 $451,200,062 134.1%
290 Conesville Coal Preparation Company 2,935,455 0 2,935,455 4,312,441 146.9%

AEP Generation Resources - SEC $336,930,090 $2,541,107 $339,471,197 $455,512,503 134.2%

Total $4,063,912,819 $41,438,666 $4,105,351,485 $4,726,059,114 115.1%
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SUMMARY OF ASC 715-30 VALUATION RESULTS AS OF JANUARY 1, 2014

Accumulated Projected January 1, 2014
Valuation Market-Related Fair Value Benefit Benefit Pre-Tax

Location Earnings Value of Assets of Assets Obligation Obligation AOCI

140 Appalachian Power Co - Distribution $84,512,632 $297,485,232 $311,905,817 $324,582,269 $328,405,056 $118,322,027
215 Appalachian Power Co - Generation   77,844,052 252,522,247 264,763,253 272,926,813 276,974,512 82,779,783
150 Appalachian Power Co - Transmission 4,800,964 29,948,625 31,400,384 38,077,411 38,259,468 16,257,932

Appalachian Power Co. - FERC $167,157,648 $579,956,104 $608,069,454 $635,586,493 $643,639,036 $217,359,742
225 Cedar Coal Co 0 4,373,955 4,585,983 3,459,518 3,459,518 2,595,629

Appalachian Power Co. - SEC $167,157,648 $584,330,059 $612,655,437 $639,046,011 $647,098,554 $219,955,371

211 AEP Texas Central Company - Distribution $70,653,200 $261,731,307 $274,418,722 $271,270,951 $279,000,916 $131,503,530
147 AEP Texas Central Company - Generation 0 13,861,705 14,533,651 7,311,167 7,311,167 (7,222,484)
169 AEP Texas Central Company - Transmission 8,786,245 25,199,197 26,420,727 26,139,434 27,069,199 16,499,353

AEP Texas Central Co. 79,439,445$        300,792,209$           315,373,100$           304,721,552$       313,381,282$       140,780,399$       

170 Indiana Michigan Power Co - Distribution $47,036,673 $154,669,233 $162,166,819 $164,062,313 $167,203,867 $56,282,754
132 Indiana Michigan Power Co - Generation 33,662,402 101,474,161 106,393,117 111,027,706 112,032,380 28,967,084
190 Indiana Michigan Power Co - Nuclear 111,226,470 210,278,407 220,471,645 210,602,928 217,368,696 30,355,681
120 Indiana Michigan Power Co - Transmission 10,512,000 32,212,949 33,774,470 37,154,418 37,856,413 12,171,034
280 Ind Mich River Transp Lakin 21,755,217 35,169,308 36,874,139 32,204,002 34,240,192 4,104,557

Indiana Michigan Power Co. - FERC $224,192,762 $533,804,058 $559,680,190 $555,051,367 $568,701,548 $131,881,110
202 Price River Coal 0 0 0 0 0 389,835

Indiana Michigan Power Co. - SEC $224,192,762 $533,804,058 $559,680,190 $555,051,367 $568,701,548 $132,270,945

110 Kentucky Power Co - Distribution $20,689,821 $65,223,505 $68,385,212 $72,297,234 $73,061,972 $20,093,799
117 Kentucky Power Co - Generation 7,869,114 30,018,882 31,474,046 35,232,456 35,440,721 10,746,494
180 Kentucky Power Co - Transmission 2,373,202 5,896,275 6,182,096 6,727,364 6,840,091 1,725,755
600 Kentucky Power Co. - Kammer Actives 3,372,332 5,174,881 5,425,733 5,204,952 5,291,035 3,473,585
701 Kentucky Power Co. - Mitchell Actives 21,105,325 33,871,239 35,513,146 28,796,052 29,968,723 9,817,201
702 Kentucky Power Co. - Mitchell Inactives $0 $26,416,563 $27,697,105 $23,740,957 $23,740,957 $9,489,032

Kentucky Power Co. $55,409,794 $166,601,345 $174,677,338 $171,999,015 $174,343,499 $55,345,866

250 Ohio Power Co - Distribution $116,244,877 $413,652,018 $433,703,784 $427,181,120 $436,333,873 $182,275,697
160 Ohio Power Co - Transmission 879,542 41,503,861 43,515,760 48,389,591 48,419,864 31,483,029

Ohio Power Co $117,124,419 $455,155,879 $477,219,544 $475,570,711 $484,753,737 $213,758,726

167 Public Service Co of Oklahoma - Distribution $53,646,651 $152,967,876 $160,382,988 $154,990,426 $160,988,434 $65,152,593
198 Public Service Co of Oklahoma - Generation 32,076,137 79,452,166 83,303,607 77,163,690 80,229,161 24,692,416
114 Public Service Co of Oklahoma - Transmission 7,029,125 19,116,736 20,043,420 18,455,843 19,218,275 6,548,628

Public Service Co. of Oklahoma $92,751,913 $251,536,778 $263,730,015 $250,609,959 $260,435,870 $96,393,637

159 Southwestern Electric Power Co - Distribution $42,472,372 $97,061,029 $101,766,058 $92,358,579 $97,690,360 $38,583,037
168 Southwestern Electric Power Co - Generation 50,660,835 104,647,841 109,720,641 103,629,992 107,814,840 33,690,674
161 Southwestern Electric Power Co - Texas - Distribution 19,088,423 48,522,496 50,874,622 50,510,093 52,454,149 22,178,342
111 Southwestern Electric Power Co - Texas - Transmission 0 74,100 77,692 149,162 149,162 923,789
194 Southwestern Electric Power Co - Transmission 6,469,427 15,410,222 16,157,232 14,309,451 14,988,719 4,842,254

Southwestern Electric Power Co. $118,691,057 $265,715,688 $278,596,245 $260,957,277 $273,097,230 $100,218,096

119 AEP Texas North Company - Distribution $20,645,160 $64,277,688 $67,393,547 $66,160,245 $68,052,511 $30,710,316
166 AEP Texas North Company - Generation 0 23,570,002 24,712,557 21,294,691 21,294,691 16,645,985
192 AEP Texas North Company - Transmission 4,117,298 9,372,758 9,827,102 8,994,306 9,466,250 3,885,839

AEP Texas North Co. $24,762,458 $97,220,448 $101,933,206 $96,449,242 $98,813,452 $51,242,140

230 Kingsport Power Co - Distribution $3,953,378 $12,286,705 $12,882,303 $13,425,702 $13,640,456 $5,099,242
260 Kingsport Power Co - Transmission 444,453 2,147,828 2,251,944 2,741,050 2,774,811 1,388,742

Kingsport Power Co. $4,397,831 $14,434,533 $15,134,247 $16,166,752 $16,415,267 $6,487,984

210 Wheeling Power Co - Distribution $3,674,311 $14,845,686 $15,565,330 $15,588,079 $15,762,329 $6,868,291
200 Wheeling Power Co - Transmission 0 846,071 887,084 702,255 702,255 665,333

Wheeling Power Co. $3,674,311 $15,691,757 $16,452,414 $16,290,334 $16,464,584 $7,533,624

103 American Electric Power Service Corporation $499,855,502 $1,323,151,091 $1,387,290,786 $1,408,611,387 $1,448,053,663 $367,388,910
American Electric Power Service Corp $499,855,502 $1,323,151,091 $1,387,290,786 $1,408,611,387 $1,448,053,663 $367,388,910

143 AEP Pro Serv, Inc. $0 $967,372 $1,014,265 $1,077,850 $1,077,850 $14,188
171 CSW Energy, Inc. 10,958,535 9,253,338 9,701,893 9,195,908 10,587,705 4,118,275
293 Elmwood 4,209,151 4,834,420 5,068,769 2,794,783 3,047,933 (2,044,996)
292 AEP River Operations LLC 71,039,647 45,823,615 48,044,913 29,276,534 35,725,072 (12,315,862)
189 Central Coal Company 0 0 0 0 0 3,400,814

Miscellaneous $86,207,333 $60,878,745 $63,829,840 $42,345,075 $50,438,560 ($6,827,581)

270 Cook Coal Terminal $1,443,667 $3,790,505 $3,974,249 $3,628,628 $3,754,790 $523,916
AEP Generating Company $1,443,667 $3,790,505 $3,974,249 $3,628,628 $3,754,790 $523,916

104 Cardinal Operating Company $25,622,840 $83,319,383 $87,358,287 $77,169,947 $78,530,195 ($8,828,092)
181 Ohio Power Co - Generation 55,463,811 347,019,994 363,841,775 301,340,675 304,396,568 120,905,766

AEP Generation Resources - FERC $81,086,651 $430,339,377 $451,200,062 $378,510,622 $382,926,763 $112,077,674
290 Conesville Coal Preparation Company 0 4,113,061 4,312,441 3,287,741 3,287,741 458,879

AEP Generation Resources - SEC $81,086,651 $434,452,438 $455,512,503 $381,798,363 $386,214,504 $112,536,553

Total 1,556,194,791     4,507,555,533          4,726,059,114          4,623,245,673      4,741,966,540      1,497,608,586      
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ASC 715-30
Cost
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Location

140 Appalachian Power Co - Distribution $9,732,911 $6,902,782 $8,242,226 $6,874,665 $6,060,349 $5,653,520 $5,657,586 $5,617,293 $5,666,947 $5,671,600 $5,744,247
215 Appalachian Power Co - Generation   8,547,560 6,128,680 7,202,249 6,140,297 5,447,493 4,996,295 4,947,058 4,862,384 4,840,079 4,794,710 4,755,009
150 Appalachian Power Co - Transmission 1,198,260 874,717 815,486 568,164 464,033 395,486 417,338 396,380 416,942 395,519 401,831

Appalachian Power Co. - FERC 19,478,731 13,906,179 16,259,961 13,583,126 11,971,875 11,045,301 11,021,982 10,876,057 10,923,968 10,861,829 10,901,087
225 Cedar Coal Co (9,812) (41,632) (30,571) (48,336) (58,460) (66,614) (69,361) (71,897) (74,794) (77,751) (80,707)

Appalachian Power Co. - SEC 19,468,919 13,864,547 16,229,390 13,534,790 11,913,415 10,978,687 10,952,621 10,804,160 10,849,174 10,784,078 10,820,380

211 AEP Texas Central Company - Distribution 8,985,957 6,588,713 7,852,194 6,819,786 6,341,074 6,058,144 6,147,746 6,185,493 6,303,213 6,375,528 6,466,186
147 AEP Texas Central Company - Generation (284,812) (387,659) (412,038) (471,009) (465,740) (477,195) (512,836) (525,749) (527,135) (559,628) (610,760)
169 AEP Texas Central Company - Transmission 1,001,137 776,147 898,878 807,147 776,153 737,127 739,925 732,026 726,608 716,831 710,434

AEP Texas Central Co. 9,702,282 6,977,201 8,339,034 7,155,924 6,651,487 6,318,076 6,374,835 6,391,770 6,502,686 6,532,731 6,565,860

170 Indiana Michigan Power Co - Distribution 4,974,314 3,562,537 4,276,094 3,696,591 3,284,975 3,127,633 3,122,966 3,088,690 3,079,757 3,036,173 3,044,997
132 Indiana Michigan Power Co - Generation 3,625,910 2,607,900 3,000,620 2,559,323 2,261,124 2,054,017 2,053,385 2,014,008 2,006,216 1,990,229 2,000,609
190 Indiana Michigan Power Co - Nuclear 8,908,147 6,843,421 7,439,981 6,503,191 5,752,554 5,080,480 4,761,301 4,387,825 4,065,597 3,760,570 3,489,582
120 Indiana Michigan Power Co - Transmission 1,273,251 939,702 1,046,991 830,440 732,341 674,045 668,475 658,240 653,726 648,836 653,535
280 Ind Mich River Transp Lakin 1,304,020 1,000,344 1,095,163 950,626 814,197 709,039 655,203 609,098 550,401 484,766 408,990

Indiana Michigan Power Co. - FERC 20,085,642 14,953,904 16,858,849 14,540,171 12,845,191 11,645,214 11,261,330 10,757,861 10,355,697 9,920,574 9,597,713
202 Price River Coal 32 5 0 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC 20,085,674 14,953,909 16,858,849 14,540,171 12,845,191 11,645,214 11,261,330 10,757,861 10,355,697 9,920,574 9,597,713

110 Kentucky Power Co - Distribution 2,293,613 1,649,850 1,935,938 1,601,868 1,398,174 1,288,089 1,281,527 1,266,352 1,275,934 1,275,256 1,285,823
117 Kentucky Power Co - Generation 1,111,950 794,465 878,006 663,296 566,985 508,725 505,747 495,520 508,118 515,278 526,135
180 Kentucky Power Co - Transmission 273,606 207,768 226,520 192,880 169,612 154,746 149,121 140,734 134,291 126,590 119,877
600 Kentucky Power Co. - Kammer Actives 246,878 190,259 201,630 177,061 153,582 137,818 132,655 124,360 118,519 114,054 110,714
701 Kentucky Power Co. - Mitchell Actives 1,114,089 760,035 786,098 610,418 437,977 321,058 245,788 144,693 68,062 (11,971) (97,635)
702 Kentucky Power Co. - Mitchell Inactives 150,180 (58,802) 26,571 (83,915) (149,486) (198,188) (210,689) (222,788) (237,504) (251,956) (265,152)

Kentucky Power Co. 5,190,316 3,543,575 4,054,763 3,161,608 2,576,844 2,212,248 2,104,149 1,948,871 1,867,420 1,767,251 1,679,762

250 Ohio Power Co - Distribution 12,321,597 8,536,020 10,365,822 8,886,270 7,880,705 7,246,783 7,221,949 7,174,123 7,099,439 7,077,865 7,026,486
160 Ohio Power Co - Transmission 1,052,586 721,546 811,380 474,844 349,121 260,190 275,276 232,388 199,978 169,023 155,045

Ohio Power Co. 13,374,183 9,257,566 11,177,202 9,361,114 8,229,826 7,506,973 7,497,225 7,406,511 7,299,417 7,246,888 7,181,531

167 Public Service Co of Oklahoma - Distribution 5,809,449 4,384,514 5,114,363 4,576,078 4,310,017 4,180,799 4,248,957 4,174,802 4,234,739 4,180,641 4,122,981
198 Public Service Co of Oklahoma - Generation 3,036,576 2,442,716 2,815,613 2,538,388 2,384,778 2,305,913 2,330,825 2,356,850 2,359,397 2,368,245 2,347,802
114 Public Service Co of Oklahoma - Transmission 667,937 517,554 601,585 532,257 493,399 457,999 480,806 474,310 473,982 463,515 449,839

Public Service Co. of Oklahoma 9,513,962 7,344,784 8,531,561 7,646,723 7,188,194 6,944,711 7,060,588 7,005,962 7,068,118 7,012,401 6,920,622

159 Southwestern Electric Power Co - Distribution 3,837,615 3,048,767 3,490,051 3,130,308 2,898,868 2,827,165 2,823,935 2,776,924 2,776,332 2,756,174 2,703,853
168 Southwestern Electric Power Co - Generation 4,625,799 3,766,384 4,253,297 3,888,267 3,718,093 3,590,861 3,618,172 3,565,987 3,576,012 3,539,325 3,500,153
161 Southwestern Electric Power Co - Texas - Distribution 2,078,358 1,653,515 1,923,082 1,681,416 1,622,639 1,566,608 1,569,226 1,567,223 1,551,685 1,546,493 1,529,490
111 Southwestern Electric Power Co - Texas - Transmission 6,099 5,823 2,675 1,587 1,204 864 837 677 547 407 329
194 Southwestern Electric Power Co - Transmission 537,230 420,737 491,826 436,448 395,805 370,754 360,706 337,688 319,015 293,905 267,917

Southwestern Electric Power Co. 11,085,101 8,895,226 10,160,931 9,138,026 8,636,609 8,356,252 8,372,876 8,248,499 8,223,591 8,136,304 8,001,742

119 AEP Texas North Company - Distribution 2,397,004 1,930,717 2,258,848 1,973,479 1,865,566 1,799,561 1,876,924 1,879,102 1,893,896 1,901,005 1,905,655
166 AEP Texas North Company - Generation 141,758 (46,286) 31,724 (44,520) (88,340) (120,491) (119,676) (116,836) (118,665) (110,854) (117,694)
192 AEP Texas North Company - Transmission 379,445 293,290 328,644 284,144 282,575 272,020 275,565 273,250 272,454 263,805 278,831

AEP Texas North Co. 2,918,207 2,177,721 2,619,216 2,213,103 2,059,801 1,951,090 2,032,813 2,035,516 2,047,685 2,053,956 2,066,792

230 Kingsport Power Co - Distribution 444,947 322,943 375,928 317,611 282,969 260,262 256,611 248,626 245,098 238,339 241,219
260 Kingsport Power Co - Transmission 91,691 70,561 64,661 47,681 40,603 35,345 35,036 34,447 34,183 34,368 33,460

Kingsport Power Co. 536,638 393,504 440,589 365,292 323,572 295,607 291,647 283,073 279,281 272,707 274,679

210 Wheeling Power Co - Distribution 458,837 323,390 387,538 333,094 293,084 271,278 276,546 273,492 272,930 276,820 276,424
200 Wheeling Power Co - Transmission (226) (4,772) (534) (2,094) (2,282) (2,233) (1,283) (471) 88 439 598

Wheeling Power Co. 458,611 318,618 387,004 331,000 290,802 269,045 275,263 273,021 273,018 277,259 277,022

103 American Electric Power Service Corporation 48,004,650 34,995,903 40,429,476 34,921,358 31,145,924 28,752,143 28,246,902 27,559,850 27,121,096 26,646,509 26,276,483
American Electric Power Service Corp 48,004,650 34,995,903 40,429,476 34,921,358 31,145,924 28,752,143 28,246,902 27,559,850 27,121,096 26,646,509 26,276,483

143 AEP Pro Serv, Inc. 20,377 11,260 15,416 9,332 6,327 2,798 868 (961) (3,114) (4,626) (5,146)
171 CSW Energy, Inc. 757,079 623,762 641,909 584,162 555,037 500,698 452,893 398,312 348,625 287,819 228,180
293 Elmwood 195,640 167,795 172,980 159,746 140,253 120,781 107,087 87,722 66,323 40,373 16,840
189 Central Coal Company 0 0 0 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 3,943,710 3,629,440 3,733,732 3,668,794 3,471,180 3,278,906 3,077,404 2,764,756 2,529,562 2,208,383 1,859,844

Miscellaneous 4,916,806 4,432,257 4,564,037 4,422,034 4,172,797 3,903,183 3,638,252 3,249,829 2,941,396 2,531,949 2,099,718

270 Cook Coal Terminal 130,718 96,142 107,360 93,812 83,322 74,790 74,178 71,843 68,546 65,230 60,141
AEP Generating Company 130,718 96,142 107,360 93,812 83,322 74,790 74,178 71,843 68,546 65,230 60,141

104 Cardinal Operating Company 1,905,828 1,183,831 1,428,711 1,078,315 836,220 651,978 569,583 474,082 399,804 320,214 231,042
181 Ohio Power Co - Generation 4,148,137 1,362,526 2,247,275 832,259 (80,751) (786,077) (1,035,932) (1,382,426) (1,655,354) (2,026,341) (2,355,393)

AEP Generation Resources - FERC 6,053,965 2,546,357 3,675,986 1,910,574 755,469 (134,099) (466,349) (908,344) (1,255,550) (1,706,127) (2,124,351)
290 Conesville Coal Preparation Company (6,515) (36,136) (23,905) (39,913) (51,272) (60,292) (63,930) (67,139) (72,654) (80,201) (87,744)

AEP Generation Resources - SEC 6,047,450 2,510,221 3,652,081 1,870,661 704,197 (194,391) (530,279) (975,483) (1,328,204) (1,786,328) (2,212,095)

Total $151,433,517 $109,761,174 $127,551,493 $108,755,616 $96,821,981 $89,013,628 $87,652,400 $85,061,283 $83,568,921 $81,461,509 $79,610,350

Estimated Net Periodic Pension Cost
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AMERICAN ELECTRIC POWER 
QUALIFIED RETIREMENT PLAN
2014 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $328,405,056 $297,485,232 $3,484,074 $15,012,514 ($17,272,111) $95,769 $8,412,665 $9,732,911
215 Appalachian Power Co - Generation   276,974,512 252,522,247 3,337,610 12,687,762 (14,661,543) 88,548 7,095,183 8,547,560
150 Appalachian Power Co - Transmission 38,259,468 29,948,625 197,061 1,746,686 (1,738,829) 13,259 980,083 1,198,260

Appalachian Power Co. - FERC $643,639,036 $579,956,104 $7,018,745 $29,446,962 ($33,672,483) $197,576 $16,487,931 $19,478,731
225 Cedar Coal Co 3,459,518 4,373,955 0 155,264 (253,954) 256 88,622 (9,812)

Appalachian Power Co. - SEC $647,098,554 $584,330,059 $7,018,745 $29,602,226 ($33,926,437) $197,832 $16,576,553 $19,468,919

211 AEP Texas Central Company - Distribution $279,000,916 $261,731,307 $4,001,121 $12,743,770 ($15,196,224) $290,197 $7,147,093 $8,985,957
147 AEP Texas Central Company - Generation 7,311,167 13,861,705 0 332,716 (804,816) 0 187,288 (284,812)
169 AEP Texas Central Company - Transmission 27,069,199 25,199,197 500,409 1,238,193 (1,463,075) 32,185 693,425 1,001,137

AEP Texas Central Co. $313,381,282 $300,792,209 $4,501,530 $14,314,679 ($17,464,115) $322,382 $8,027,806 $9,702,282

170 Indiana Michigan Power Co - Distribution $167,203,867 $154,669,233 $1,987,533 $7,633,937 ($8,980,157) $49,784 $4,283,217 $4,974,314
132 Indiana Michigan Power Co - Generation 112,032,380 101,474,161 1,463,138 5,152,341 (5,891,630) 32,157 2,869,904 3,625,910
190 Indiana Michigan Power Co - Nuclear 217,368,696 210,278,407 5,311,540 10,151,275 (12,208,848) 85,904 5,568,276 8,908,147
120 Indiana Michigan Power Co - Transmission 37,856,413 32,212,949 425,845 1,737,237 (1,870,297) 10,708 969,758 1,273,251
280 Ind Mich River Transp Lakin 34,240,192 35,169,308 856,192 1,595,825 (2,041,944) 16,825 877,122 1,304,020

Indiana Michigan Power Co. - FERC $568,701,548 $533,804,058 $10,044,248 $26,270,615 ($30,992,876) $195,378 $14,568,277 $20,085,642
202 Price River Coal 0 0 0 0 0 32 0 32

Indiana Michigan Power Co. - SEC $568,701,548 $533,804,058 $10,044,248 $26,270,615 ($30,992,876) $195,410 $14,568,277 $20,085,674

110 Kentucky Power Co - Distribution $73,061,972 $65,223,505 $835,000 $3,349,713 ($3,786,903) $24,194 $1,871,609 $2,293,613
117 Kentucky Power Co - Generation 35,440,721 30,018,882 307,728 1,626,354 (1,742,908) 12,900 907,876 1,111,950
180 Kentucky Power Co - Transmission 6,840,091 5,896,275 119,495 317,369 (342,340) 3,861 175,221 273,606
600 Kentucky Power Co. - Kammer Actives 5,291,035 5,174,881 158,964 251,077 (300,456) 1,754 135,539 246,878
701 Kentucky Power Co. - Mitchell Actives 29,968,723 33,871,239 877,776 1,427,475 (1,966,578) 7,715 767,701 1,114,089
702 Kentucky Power Co. - Mitchell Inactives 23,740,957 26,416,563 0 1,069,343 (1,533,756) 6,427 608,166 150,180

Kentucky Power Co. $174,343,499 $166,601,345 $2,298,963 $8,041,331 ($9,672,941) $56,851 $4,466,112 $5,190,316

250 Ohio Power Co - Distribution $436,333,873 $413,652,018 $5,102,236 $19,927,019 ($24,016,801) $131,694 $11,177,449 $12,321,597
160 Ohio Power Co - Transmission 48,419,864 41,503,861 24,782 2,171,890 (2,409,731) 25,286 1,240,359 1,052,586

Ohio Power Co. $484,753,737 $455,155,879 $5,127,018 $22,098,909 ($26,426,532) $156,980 $12,417,808 $13,374,183

167 Public Service Co of Oklahoma - Distribution $160,988,434 $152,967,876 $3,000,746 $7,383,422 ($8,881,376) $182,659 $4,123,998 $5,809,449
198 Public Service Co of Oklahoma - Generation 80,229,161 79,452,166 1,817,328 3,684,008 (4,613,024) 93,055 2,055,209 3,036,576
114 Public Service Co of Oklahoma - Transmission 19,218,275 19,116,736 380,791 882,109 (1,109,925) 22,653 492,309 667,937

Public Service Co. of Oklahoma $260,435,870 $251,536,778 $5,198,865 $11,949,539 ($14,604,325) $298,367 $6,671,516 $9,513,962

159 Southwestern Electric Power Co - Distribution $97,690,360 $97,061,029 $2,331,507 $4,510,429 ($5,635,402) $128,573 $2,502,508 $3,837,615
168 Southwestern Electric Power Co - Generation 107,814,840 104,647,841 2,829,007 4,977,118 (6,075,895) 133,705 2,761,864 4,625,799
161 Southwestern Electric Power Co - Texas - Distribution 52,454,149 48,522,496 1,086,188 2,399,321 (2,817,236) 66,381 1,343,704 2,078,358
111 Southwestern Electric Power Co - Texas - Transmission 149,162 74,100 0 6,477 (4,302) 103 3,821 6,099
194 Southwestern Electric Power Co - Transmission 14,988,719 15,410,222 337,799 688,507 (894,724) 21,686 383,962 537,230

Southwestern Electric Power Co. $273,097,230 $265,715,688 $6,584,501 $12,581,852 ($15,427,559) $350,448 $6,995,859 $11,085,101

119 AEP Texas North Company - Distribution 68,052,511 64,277,688 1,214,724 3,081,845 (3,731,988) 89,140 1,743,283 2,397,004
166 AEP Texas North Company - Generation 21,294,691 23,570,002 0 957,267 (1,368,484) 7,475 545,500 141,758
192 AEP Texas North Company - Transmission 9,466,250 9,372,758 228,142 440,542 (544,186) 12,453 242,494 379,445

AEP Texas North Co. $98,813,452 $97,220,448 $1,442,866 $4,479,654 ($5,644,658) $109,068 $2,531,277 $2,918,207

230 Kingsport Power Co - Distribution $13,640,456 $12,286,705 $178,862 $626,422 ($713,371) $3,610 $349,424 $444,947
260 Kingsport Power Co - Transmission 2,774,811 2,147,828 18,754 125,997 (124,704) 562 71,082 91,691

Kingsport Power Co. $16,415,267 $14,434,533 $197,616 $752,419 ($838,075) $4,172 $420,506 $536,638

210 Wheeling Power Co - Distribution $15,762,329 $14,845,686 $190,484 $720,107 ($861,946) $6,413 $403,779 $458,837
200 Wheeling Power Co - Transmission 702,255 846,071 0 30,855 (49,123) 53 17,989 (226)

Wheeling Power Co. $16,464,584 $15,691,757 $190,484 $750,962 ($911,069) $6,466 $421,768 $458,611

103 American Electric Power Service Corporation $1,448,053,663 $1,323,151,091 $20,540,697 $66,541,695 ($76,822,680) $650,533 $37,094,405 $48,004,650
American Electric Power Service Corp $1,448,053,663 $1,323,151,091 $20,540,697 $66,541,695 ($76,822,680) $650,533 $37,094,405 $48,004,650

143 AEP Pro Serv, Inc. $1,077,850 $967,372 $0 $48,890 ($56,166) $42 $27,611 $20,377
171 CSW Energy, Inc. 10,587,705 9,253,338 506,837 512,634 (537,253) 3,639 271,222 757,079
293 Elmwood 3,047,933 4,834,420 243,647 147,881 (280,688) 6,722 78,078 195,640
292 AEP River Operations LLC 35,725,072 45,823,615 3,852,656 1,798,832 (2,660,537) 37,599 915,160 3,943,710
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $50,438,560 $60,878,745 $4,603,140 $2,508,237 ($3,534,644) $48,002 $1,292,071 $4,916,806

270 Cook Coal Terminal $3,754,790 $3,790,505 $79,089 $174,559 ($220,078) $963 $96,185 $130,718
AEP Generating Company $3,754,790 $3,790,505 $79,089 $174,559 ($220,078) $963 $96,185 $130,718

104 Cardinal Operating Company $78,530,195 $83,319,383 $1,098,547 $3,614,275 ($4,837,557) $18,876 $2,011,687 $1,905,828
181 Ohio Power Co - Generation 304,396,568 347,019,994 2,537,323 13,872,781 (20,148,119) 88,506 7,797,646 4,148,137

AEP Generation Resources - FERC $382,926,763 $430,339,377 $3,635,870 $17,487,056 ($24,985,676) $107,382 $9,809,333 $6,053,965
290 Conesville Coal Preparation Company 3,287,741 4,113,061 0 147,365 (238,806) 705 84,221 (6,515)

AEP Generation Resources - SEC $386,214,504 $434,452,438 $3,635,870 $17,634,421 ($25,224,482) $108,087 $9,893,554 $6,047,450

Total $4,741,966,540 $4,507,555,533 $71,463,632 $217,701,098 ($261,710,471) $2,505,561 $121,473,697 $151,433,517
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AMERICAN ELECTRIC POWER 
QUALIFIED RETIREMENT PLAN
ESTIMATED 2015 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $305,096,427 $302,549,254 $3,568,911 $15,714,899 ($17,592,600) $86,250 $5,125,322 $6,902,782
215 Appalachian Power Co - Generation   257,316,178 257,806,555 3,418,881 13,296,178 (14,990,906) 81,866 4,322,661 6,128,680
150 Appalachian Power Co - Transmission 35,543,993 30,176,594 201,859 1,818,327 (1,754,705) 12,132 597,104 874,717

Appalachian Power Co. - FERC $597,956,598 $590,532,403 $7,189,651 $30,829,404 ($34,338,211) $180,248 $10,045,087 $13,906,179
225 Cedar Coal Co 3,213,978 4,437,999 0 162,393 (258,060) 43 53,992 (41,632)

Appalachian Power Co. - SEC $601,170,576 $594,970,402 $7,189,651 $30,991,797 ($34,596,271) $180,291 $10,099,079 $13,864,547

211 AEP Texas Central Company - Distribution $259,198,758 $265,571,093 $4,098,548 $13,340,700 ($15,442,398) $237,577 $4,354,286 $6,588,713
147 AEP Texas Central Company - Generation 6,792,255 14,616,330 0 348,147 (849,909) 0 114,103 (387,659)
169 AEP Texas Central Company - Transmission 25,147,956 25,546,430 512,594 1,299,612 (1,485,471) 26,951 422,461 776,147

AEP Texas Central Co. $291,138,969 $305,733,853 $4,611,142 $14,988,459 ($17,777,778) $264,528 $4,890,850 $6,977,201

170 Indiana Michigan Power Co - Distribution $155,336,532 $156,943,446 $2,035,929 $7,998,196 ($9,125,930) $44,840 $2,609,502 $3,562,537
132 Indiana Michigan Power Co - Generation 104,080,854 104,372,506 1,498,765 5,400,168 (6,069,041) 29,551 1,748,457 2,607,900
190 Indiana Michigan Power Co - Nuclear 201,940,900 218,874,152 5,440,876 10,655,338 (12,727,069) 81,866 3,392,410 6,843,421
120 Indiana Michigan Power Co - Transmission 35,169,545 32,891,089 436,214 1,815,459 (1,912,547) 9,762 590,814 939,702
280 Ind Mich River Transp Lakin 31,809,986 36,165,821 877,040 1,675,892 (2,102,966) 16,001 534,377 1,000,344

Indiana Michigan Power Co. - FERC $528,337,817 $549,247,014 $10,288,824 $27,545,053 ($31,937,553) $182,020 $8,875,560 $14,953,904
202 Price River Coal 0 0 0 0 0 5 0 5

Indiana Michigan Power Co. - SEC $528,337,817 $549,247,014 $10,288,824 $27,545,053 ($31,937,553) $182,025 $8,875,560 $14,953,909

110 Kentucky Power Co - Distribution $67,876,381 $66,655,876 $855,332 $3,507,623 ($3,875,898) $22,536 $1,140,257 $1,649,850
117 Kentucky Power Co - Generation 32,925,307 30,710,518 315,221 1,699,800 (1,785,752) 12,083 553,113 794,465
180 Kentucky Power Co - Transmission 6,354,614 6,148,520 122,405 332,434 (357,523) 3,701 106,751 207,768
600 Kentucky Power Co. - Kammer Actives 4,915,502 5,482,518 162,835 262,064 (318,797) 1,581 82,576 190,259
701 Kentucky Power Co. - Mitchell Actives 27,841,686 36,162,172 899,150 1,488,975 (2,102,754) 6,951 467,713 760,035
702 Kentucky Power Co. - Mitchell Inactives 22,055,937 26,705,264 0 1,117,744 (1,552,855) 5,791 370,518 (58,802)

Kentucky Power Co. $161,969,427 $171,864,868 $2,354,943 $8,408,640 ($9,993,579) $52,643 $2,720,928 $3,543,575

250 Ohio Power Co - Distribution $405,364,969 $420,799,602 $5,226,476 $20,851,271 ($24,468,608) $117,145 $6,809,736 $8,536,020
160 Ohio Power Co - Transmission 44,983,252 40,559,995 25,385 2,275,919 (2,358,478) 23,045 755,675 721,546

Ohio Power Co. $450,348,221 $461,359,597 $5,251,861 $23,127,190 ($26,827,086) $140,190 $7,565,411 $9,257,566

167 Public Service Co of Oklahoma - Distribution $149,562,240 $156,164,417 $3,073,814 $7,726,161 ($9,080,631) $152,670 $2,512,500 $4,384,514
198 Public Service Co of Oklahoma - Generation 74,534,877 79,394,834 1,861,580 3,864,925 (4,616,642) 80,740 1,252,113 2,442,716
114 Public Service Co of Oklahoma - Transmission 17,854,253 19,192,769 390,063 924,173 (1,116,019) 19,403 299,934 517,554

Public Service Co. of Oklahoma $241,951,370 $254,752,020 $5,325,457 $12,515,259 ($14,813,292) $252,813 $4,064,547 $7,344,784

159 Southwestern Electric Power Co - Distribution $90,756,763 $97,905,731 $2,388,279 $4,716,405 ($5,693,011) $112,469 $1,524,625 $3,048,767
168 Southwestern Electric Power Co - Generation 100,162,655 105,819,396 2,897,893 5,220,527 (6,153,174) 118,503 1,682,635 3,766,384
161 Southwestern Electric Power Co - Texas - Distribution 48,731,203 49,076,220 1,112,637 2,517,608 (2,853,678) 58,311 818,637 1,653,515
111 Southwestern Electric Power Co - Texas - Transmission 138,575 56,867 0 6,791 (3,307) 11 2,328 5,823
194 Southwestern Electric Power Co - Transmission 13,924,891 15,464,993 346,024 720,725 (899,257) 19,320 233,925 420,737

Southwestern Electric Power Co. $253,714,087 $268,323,207 $6,744,833 $13,182,056 ($15,602,427) $308,614 $4,262,150 $8,895,226

119 AEP Texas North Company - Distribution 63,222,467 63,880,354 1,244,303 3,261,209 (3,714,508) 77,637 1,062,076 1,930,717
166 AEP Texas North Company - Generation 19,783,295 23,733,160 0 999,942 (1,380,033) 1,465 332,340 (46,286)
192 AEP Texas North Company - Transmission 8,794,381 9,603,174 233,697 459,447 (558,404) 10,813 147,737 293,290

AEP Texas North Co. $91,800,143 $97,216,688 $1,478,000 $4,720,598 ($5,652,945) $89,915 $1,542,153 $2,177,721

230 Kingsport Power Co - Distribution $12,672,321 $12,592,337 $183,217 $655,824 ($732,218) $3,237 $212,883 $322,943
260 Kingsport Power Co - Transmission 2,577,868 2,128,172 19,211 131,302 (123,749) 491 43,306 70,561

Kingsport Power Co. $15,250,189 $14,720,509 $202,428 $787,126 ($855,967) $3,728 $256,189 $393,504

210 Wheeling Power Co - Distribution $14,643,594 $15,101,507 $195,122 $754,491 ($878,121) $5,900 $245,998 $323,390
200 Wheeling Power Co - Transmission 652,412 825,711 0 32,272 (48,013) 9 10,960 (4,772)

Wheeling Power Co. $15,296,006 $15,927,218 $195,122 $786,763 ($926,134) $5,909 $256,958 $318,618

103 American Electric Power Service Corporation $1,345,277,699 $1,357,978,133 $21,040,864 $69,726,723 ($78,963,559) $592,526 $22,599,349 $34,995,903
American Electric Power Service Corp $1,345,277,699 $1,357,978,133 $21,040,864 $69,726,723 ($78,963,559) $592,526 $22,599,349 $34,995,903

143 AEP Pro Serv, Inc. $1,001,349 $974,948 $0 $51,089 ($56,691) $40 $16,822 $11,260
171 CSW Energy, Inc. 9,836,240 10,361,187 519,178 538,764 (602,481) 3,062 165,239 623,762
293 Elmwood 2,831,605 5,032,185 249,580 156,557 (292,611) 6,701 47,568 167,795
292 AEP River Operations LLC 33,189,476 48,297,149 3,946,468 1,896,267 (2,808,377) 37,531 557,551 3,629,440
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $46,858,670 $64,665,469 $4,715,226 $2,642,677 ($3,760,160) $47,334 $787,180 $4,432,257

270 Cook Coal Terminal $3,488,293 $3,901,148 $81,015 $182,484 ($226,844) $887 $58,600 $96,142
AEP Generating Company $3,488,293 $3,901,148 $81,015 $182,484 ($226,844) $887 $58,600 $96,142

104 Cardinal Operating Company $72,956,495 $85,365,972 $1,125,297 $3,779,645 ($4,963,851) $17,142 $1,225,598 $1,183,831
181 Ohio Power Co - Generation 282,791,947 354,114,255 2,599,107 14,524,044 (20,590,996) 79,742 4,750,629 1,362,526

AEP Generation Resources - FERC $355,748,442 $439,480,227 $3,724,404 $18,303,689 ($25,554,847) $96,884 $5,976,227 $2,546,357
290 Conesville Coal Preparation Company 3,054,393 4,161,525 0 153,908 (241,984) 629 51,311 (36,136)

AEP Generation Resources - SEC $358,802,835 $443,641,752 $3,724,404 $18,457,597 ($25,796,831) $97,513 $6,027,538 $2,510,221

Total $4,405,404,302 $4,604,301,878 $73,203,770 $228,062,422 ($267,730,426) $2,218,916 $74,006,492 $109,761,174
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QUALIFIED RETIREMENT PLAN
ESTIMATED 2016 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $313,684,728 $304,205,021 $3,760,647 $16,782,409 ($17,693,841) $84,048 $5,308,963 $8,242,226
215 Appalachian Power Co - Generation   264,559,490 260,599,424 3,602,557 14,199,586 (15,157,556) 80,120 4,477,542 7,202,249
150 Appalachian Power Co - Transmission 36,544,537 33,926,142 212,704 1,945,696 (1,973,287) 11,874 618,499 815,486

Appalachian Power Co. - FERC $614,788,755 $598,730,587 $7,575,908 $32,927,691 ($34,824,684) $176,042 $10,405,004 $16,259,961
225 Cedar Coal Co 3,304,450 4,474,238 0 173,743 (260,240) 0 55,926 (30,571)

Appalachian Power Co. - SEC $618,093,205 $603,204,825 $7,575,908 $33,101,434 ($35,084,924) $176,042 $10,460,930 $16,229,390

211 AEP Texas Central Company - Distribution $266,495,064 $265,985,028 $4,318,739 $14,263,243 ($15,470,806) $230,717 $4,510,301 $7,852,194
147 AEP Texas Central Company - Generation 6,983,453 15,302,241 0 359,813 (890,043) 0 118,192 (412,038)
169 AEP Texas Central Company - Transmission 25,855,857 25,641,284 540,133 1,386,270 (1,491,405) 26,282 437,598 898,878

AEP Texas Central Co. $299,334,374 $306,928,553 $4,858,872 $16,009,326 ($17,852,254) $256,999 $5,066,091 $8,339,034

170 Indiana Michigan Power Co - Distribution $159,709,172 $157,641,981 $2,145,308 $8,553,495 ($9,169,119) $43,409 $2,703,001 $4,276,094
132 Indiana Michigan Power Co - Generation 107,010,674 106,243,941 1,579,285 5,760,948 (6,179,594) 28,877 1,811,104 3,000,620
190 Indiana Michigan Power Co - Nuclear 207,625,428 227,816,314 5,733,182 11,363,421 (13,250,753) 80,170 3,513,961 7,439,981
120 Indiana Michigan Power Co - Transmission 36,159,549 33,930,833 459,649 1,939,406 (1,973,560) 9,513 611,983 1,046,991
280 Ind Mich River Transp Lakin 32,705,420 37,583,302 924,158 1,787,982 (2,186,003) 15,502 553,524 1,095,163

Indiana Michigan Power Co. - FERC $543,210,243 $563,216,371 $10,841,582 $29,405,252 ($32,759,029) $177,471 $9,193,573 $16,858,849
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $543,210,243 $563,216,371 $10,841,582 $29,405,252 ($32,759,029) $177,471 $9,193,573 $16,858,849

110 Kentucky Power Co - Distribution $69,787,065 $67,352,483 $901,284 $3,748,899 ($3,917,503) $22,145 $1,181,113 $1,935,938
117 Kentucky Power Co - Generation 33,852,137 31,883,927 332,156 1,815,570 (1,854,503) 11,852 572,931 878,006
180 Kentucky Power Co - Transmission 6,533,493 6,379,924 128,981 354,407 (371,083) 3,639 110,576 226,520
600 Kentucky Power Co. - Kammer Actives 5,053,871 5,783,091 171,583 279,347 (336,369) 1,535 85,534 201,630
701 Kentucky Power Co. - Mitchell Actives 28,625,415 38,477,842 947,456 1,585,454 (2,238,033) 6,750 484,471 786,098
702 Kentucky Power Co. - Mitchell Inactives 22,676,800 26,789,027 0 1,195,316 (1,558,162) 5,623 383,794 26,571

Kentucky Power Co. $166,528,781 $176,666,294 $2,481,460 $8,978,993 ($10,275,653) $51,544 $2,818,419 $4,054,763

250 Ohio Power Co - Distribution $416,775,776 $422,791,748 $5,507,263 $22,283,069 ($24,591,343) $113,103 $7,053,730 $10,365,822
160 Ohio Power Co - Transmission 46,249,506 42,208,752 26,749 2,434,541 (2,455,038) 22,377 782,751 811,380

Ohio Power Co. $463,025,282 $465,000,500 $5,534,012 $24,717,610 ($27,046,381) $135,480 $7,836,481 $11,177,202

167 Public Service Co of Oklahoma - Distribution $153,772,337 $156,913,080 $3,238,952 $8,251,431 ($9,126,723) $148,180 $2,602,523 $5,114,363
198 Public Service Co of Oklahoma - Generation 76,632,994 80,076,128 1,961,591 4,135,431 (4,657,564) 79,178 1,296,977 2,815,613
114 Public Service Co of Oklahoma - Transmission 18,356,841 19,370,875 411,019 987,620 (1,126,691) 18,956 310,681 601,585

Public Service Co. of Oklahoma $248,762,172 $256,360,083 $5,611,562 $13,374,482 ($14,910,978) $246,314 $4,210,181 $8,531,561

159 Southwestern Electric Power Co - Distribution $93,311,517 $99,095,490 $2,516,587 $5,047,828 ($5,763,810) $110,193 $1,579,253 $3,490,051
168 Southwestern Electric Power Co - Generation 102,982,180 107,251,312 3,053,580 5,578,710 (6,238,187) 116,270 1,742,924 4,253,297
161 Southwestern Electric Power Co - Texas - Distribution 50,102,960 49,055,006 1,172,412 2,698,682 (2,853,245) 57,264 847,969 1,923,082
111 Southwestern Electric Power Co - Texas - Transmission 142,476 121,170 0 7,312 (7,048) 0 2,411 2,675
194 Southwestern Electric Power Co - Transmission 14,316,869 15,591,771 364,614 772,804 (906,883) 18,985 242,306 491,826

Southwestern Electric Power Co. $260,856,002 $271,114,749 $7,107,193 $14,105,336 ($15,769,173) $302,712 $4,414,863 $10,160,931

119 AEP Texas North Company - Distribution 65,002,146 63,905,083 1,311,151 3,488,363 (3,716,988) 76,192 1,100,130 2,258,848
166 AEP Texas North Company - Generation 20,340,184 23,686,933 0 1,064,447 (1,377,731) 760 344,248 31,724
192 AEP Texas North Company - Transmission 9,041,938 9,820,669 246,252 489,954 (571,211) 10,619 153,030 328,644

AEP Texas North Co. $94,384,268 $97,412,685 $1,557,403 $5,042,764 ($5,665,930) $87,571 $1,597,408 $2,619,216

230 Kingsport Power Co - Distribution $13,029,040 $12,744,278 $193,060 $700,473 ($741,261) $3,146 $220,510 $375,928
260 Kingsport Power Co - Transmission 2,650,434 2,432,180 20,243 140,556 (141,466) 471 44,857 64,661

Kingsport Power Co. $15,679,474 $15,176,458 $213,303 $841,029 ($882,727) $3,617 $265,367 $440,589

210 Wheeling Power Co - Distribution $15,055,803 $15,207,253 $205,605 $805,879 ($884,518) $5,760 $254,812 $387,538
200 Wheeling Power Co - Transmission 670,777 799,759 0 34,630 (46,517) 0 11,353 (534)

Wheeling Power Co. $15,726,580 $16,007,012 $205,605 $840,509 ($931,035) $5,760 $266,165 $387,004

103 American Electric Power Service Corporation $1,383,146,545 $1,378,030,795 $22,171,262 $74,428,731 ($80,152,054) $572,446 $23,409,091 $40,429,476
American Electric Power Service Corp $1,383,146,545 $1,378,030,795 $22,171,262 $74,428,731 ($80,152,054) $572,446 $23,409,091 $40,429,476

143 AEP Pro Serv, Inc. $1,029,536 $973,557 $0 $54,579 ($56,626) $39 $17,424 $15,416
171 CSW Energy, Inc. 10,113,125 11,252,626 547,071 575,230 (654,500) 2,948 171,160 641,909
293 Elmwood 2,911,313 5,389,306 262,988 167,672 (313,465) 6,512 49,273 172,980
292 AEP River Operations LLC 34,123,742 52,848,816 4,158,488 2,035,163 (3,073,909) 36,462 577,528 3,733,732
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $48,177,716 $70,464,305 $4,968,547 $2,832,644 ($4,098,500) $45,961 $815,385 $4,564,037

270 Cook Coal Terminal $3,586,487 $4,018,172 $85,367 $194,136 ($233,714) $871 $60,700 $107,360
AEP Generating Company $3,586,487 $4,018,172 $85,367 $194,136 ($233,714) $871 $60,700 $107,360

104 Cardinal Operating Company $75,010,181 $87,329,105 $1,185,752 $4,036,141 ($5,079,427) $16,734 $1,269,511 $1,428,711
181 Ohio Power Co - Generation 290,752,389 360,647,812 2,738,741 15,487,044 (20,976,791) 77,436 4,920,845 2,247,275

AEP Generation Resources - FERC $365,762,570 $447,976,917 $3,924,493 $19,523,185 ($26,056,218) $94,170 $6,190,356 $3,675,986
290 Conesville Coal Preparation Company 3,140,373 4,174,845 0 165,159 (242,827) 614 53,149 (23,905)

AEP Generation Resources - SEC $368,902,943 $452,151,762 $3,924,493 $19,688,344 ($26,299,045) $94,784 $6,243,505 $3,652,081

Total $4,529,414,072 $4,675,752,564 $77,136,569 $243,560,590 ($271,961,397) $2,157,572 $76,658,159 $127,551,493
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140 Appalachian Power Co - Distribution $307,888,278 $309,227,507 $4,108,964 $16,788,780 ($17,994,415) $78,793 $3,892,543 $6,874,665
215 Appalachian Power Co - Generation   259,670,806 263,671,681 3,936,231 14,190,482 (15,343,453) 74,093 3,282,944 6,140,297
150 Appalachian Power Co - Transmission 35,869,246 35,652,757 232,405 1,945,543 (2,074,688) 11,419 453,485 568,164

Appalachian Power Co. - FERC $603,428,330 $608,551,945 $8,277,600 $32,924,805 ($35,412,556) $164,305 $7,628,972 $13,583,126
225 Cedar Coal Co 3,243,388 4,518,555 0 173,601 (262,942) 0 41,005 (48,336)

Appalachian Power Co. - SEC $606,671,718 $613,070,500 $8,277,600 $33,098,406 ($35,675,498) $164,305 $7,669,977 $13,534,790

211 AEP Texas Central Company - Distribution $261,570,612 $266,270,148 $4,718,747 $14,256,412 ($15,494,662) $32,327 $3,306,962 $6,819,786
147 AEP Texas Central Company - Generation 6,854,409 15,573,515 0 348,579 (906,246) 0 86,658 (471,009)
169 AEP Texas Central Company - Transmission 25,378,078 25,668,951 590,160 1,385,967 (1,493,715) 3,887 320,848 807,147

AEP Texas Central Co. $293,803,099 $307,512,614 $5,308,907 $15,990,958 ($17,894,623) $36,214 $3,714,468 $7,155,924

170 Indiana Michigan Power Co - Distribution $156,757,973 $158,462,778 $2,344,009 $8,554,804 ($9,221,188) $37,120 $1,981,846 $3,696,591
132 Indiana Michigan Power Co - Generation 105,033,268 107,812,327 1,725,561 5,752,857 (6,273,762) 26,761 1,327,906 2,559,323
190 Indiana Michigan Power Co - Nuclear 203,788,804 236,367,773 6,264,198 11,349,534 (13,754,597) 67,613 2,576,443 6,503,191
120 Indiana Michigan Power Co - Transmission 35,491,372 35,509,586 502,223 1,937,278 (2,066,356) 8,588 448,707 830,440
280 Ind Mich River Transp Lakin 32,101,070 38,960,781 1,009,755 1,791,364 (2,267,187) 10,849 405,845 950,626

Indiana Michigan Power Co. - FERC $533,172,487 $577,113,245 $11,845,746 $29,385,837 ($33,583,090) $150,931 $6,740,747 $14,540,171
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $533,172,487 $577,113,245 $11,845,746 $29,385,837 ($33,583,090) $150,931 $6,740,747 $14,540,171

110 Kentucky Power Co - Distribution $68,497,499 $69,019,177 $984,762 $3,746,127 ($4,016,330) $21,315 $865,994 $1,601,868
117 Kentucky Power Co - Generation 33,226,597 33,365,400 362,921 1,810,966 (1,941,583) 10,918 420,074 663,296
180 Kentucky Power Co - Transmission 6,412,763 6,647,229 140,927 354,463 (386,812) 3,227 81,075 192,880
600 Kentucky Power Co. - Kammer Actives 4,960,482 6,075,197 187,475 279,014 (353,525) 1,383 62,714 177,061
701 Kentucky Power Co. - Mitchell Actives 28,096,457 40,743,865 1,035,211 1,584,857 (2,370,947) 6,082 355,215 610,418
702 Kentucky Power Co. - Mitchell Inactives 22,257,765 26,899,504 0 1,194,942 (1,565,323) 5,067 281,399 (83,915)

Kentucky Power Co. $163,451,563 $182,750,372 $2,711,296 $8,970,369 ($10,634,520) $47,992 $2,066,471 $3,161,608

250 Ohio Power Co - Distribution $409,074,349 $424,461,007 $6,017,354 $22,300,147 ($24,700,026) $96,985 $5,171,810 $8,886,270
160 Ohio Power Co - Transmission 45,394,881 44,350,617 29,227 2,433,207 (2,580,829) 19,325 573,914 474,844

Ohio Power Co. $454,469,230 $468,811,624 $6,046,581 $24,733,354 ($27,280,855) $116,310 $5,745,724 $9,361,114

167 Public Service Co of Oklahoma - Distribution $150,930,842 $157,220,618 $3,538,948 $8,254,824 ($9,148,905) $23,036 $1,908,175 $4,576,078
198 Public Service Co of Oklahoma - Generation 75,216,925 80,836,735 2,143,277 4,136,311 (4,704,012) 11,866 950,946 2,538,388
114 Public Service Co of Oklahoma - Transmission 18,017,632 19,527,618 449,088 989,108 (1,136,342) 2,611 227,792 532,257

Public Service Co. of Oklahoma $244,165,399 $257,584,971 $6,131,313 $13,380,243 ($14,989,259) $37,513 $3,086,913 $7,646,723

159 Southwestern Electric Power Co - Distribution $91,587,252 $100,463,072 $2,749,677 $5,052,533 ($5,846,098) $16,285 $1,157,911 $3,130,308
168 Southwestern Electric Power Co - Generation 101,079,215 108,539,938 3,336,407 5,574,079 (6,316,103) 15,968 1,277,916 3,888,267
161 Southwestern Electric Power Co - Texas - Distribution 49,177,128 50,193,366 1,281,003 2,691,013 (2,920,828) 8,496 621,732 1,681,416
111 Southwestern Electric Power Co - Texas - Transmission 139,843 129,370 0 7,347 (7,528) 0 1,768 1,587
194 Southwestern Electric Power Co - Transmission 14,052,314 15,794,186 398,385 776,560 (919,088) 2,932 177,659 436,448

Southwestern Electric Power Co. $256,035,752 $275,119,932 $7,765,472 $14,101,532 ($16,009,645) $43,681 $3,236,986 $9,138,026

119 AEP Texas North Company - Distribution 63,800,998 64,669,401 1,432,592 3,486,999 (3,763,210) 10,480 806,618 1,973,479
166 AEP Texas North Company - Generation 19,964,326 23,460,482 0 1,068,186 (1,365,201) 92 252,403 (44,520)
192 AEP Texas North Company - Transmission 8,874,856 9,999,030 269,061 483,128 (581,859) 1,612 112,202 284,144

AEP Texas North Co. $92,640,180 $98,128,913 $1,701,653 $5,038,313 ($5,710,270) $12,184 $1,171,223 $2,213,103

230 Kingsport Power Co - Distribution $12,788,282 $13,027,540 $210,942 $700,152 ($758,092) $2,930 $161,679 $317,611
260 Kingsport Power Co - Transmission 2,601,457 2,558,190 22,118 141,150 (148,865) 389 32,889 47,681

Kingsport Power Co. $15,389,739 $15,585,730 $233,060 $841,302 ($906,957) $3,319 $194,568 $365,292

210 Wheeling Power Co - Distribution $14,777,593 $15,289,279 $224,648 $806,474 ($889,706) $4,849 $186,829 $333,094
200 Wheeling Power Co - Transmission 658,382 775,425 0 34,705 (45,123) 0 8,324 (2,094)

Wheeling Power Co. $15,435,975 $16,064,704 $224,648 $841,179 ($934,829) $4,849 $195,153 $331,000

103 American Electric Power Service Corporation $1,357,587,953 $1,395,141,132 $24,224,799 $74,440,911 ($81,185,365) $277,416 $17,163,596 $34,921,358
American Electric Power Service Corp $1,357,587,953 $1,395,141,132 $24,224,799 $74,440,911 ($81,185,365) $277,416 $17,163,596 $34,921,358

143 AEP Pro Serv, Inc. $1,010,512 $1,002,952 $0 $54,880 ($58,363) $39 $12,776 $9,332
171 CSW Energy, Inc. 9,926,249 12,181,170 597,741 568,448 (708,841) 1,319 125,495 584,162
293 Elmwood 2,857,516 5,773,174 287,347 168,295 (335,950) 3,927 36,127 159,746
292 AEP River Operations LLC 33,493,184 57,858,928 4,543,654 2,046,841 (3,366,898) 21,752 423,445 3,668,794
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $47,287,461 $76,816,224 $5,428,742 $2,838,464 ($4,470,052) $27,037 $597,843 $4,422,034

270 Cook Coal Terminal $3,520,213 $4,106,116 $93,274 $194,119 ($238,941) $855 $44,505 $93,812
AEP Generating Company $3,520,213 $4,106,116 $93,274 $194,119 ($238,941) $855 $44,505 $93,812

104 Cardinal Operating Company $73,624,099 $89,266,265 $1,295,578 $4,030,591 ($5,194,539) $15,877 $930,808 $1,078,315
181 Ohio Power Co - Generation 285,379,696 366,171,243 2,992,408 15,470,158 (21,308,057) 69,776 3,607,974 832,259

AEP Generation Resources - FERC $359,003,795 $455,437,508 $4,287,986 $19,500,749 ($26,502,596) $85,653 $4,538,782 $1,910,574
290 Conesville Coal Preparation Company 3,082,343 4,212,510 0 165,636 (245,132) 614 38,969 (39,913)

AEP Generation Resources - SEC $362,086,138 $459,650,018 $4,287,986 $19,666,385 ($26,747,728) $86,267 $4,577,751 $1,870,661

Total $4,445,716,907 $4,747,456,095 $84,281,077 $243,521,372 ($276,261,632) $1,008,873 $56,205,925 $108,755,616
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Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $302,177,024 $308,338,825 $4,314,924 $16,740,307 ($17,945,116) $865 $2,949,369 $6,060,349
215 Appalachian Power Co - Generation   254,853,974 263,784,396 4,133,533 14,177,745 (15,352,077) 815 2,487,477 5,447,493
150 Appalachian Power Co - Transmission 35,203,880 35,494,959 244,054 1,942,032 (2,065,783) 126 343,604 464,033

Appalachian Power Co. - FERC $592,234,878 $607,618,180 $8,692,511 $32,860,084 ($35,362,976) $1,806 $5,780,450 $11,971,875
225 Cedar Coal Co 3,183,224 4,517,519 0 173,387 (262,917) 0 31,070 (58,460)

Appalachian Power Co. - SEC $595,418,102 $612,135,699 $8,692,511 $33,033,471 ($35,625,893) $1,806 $5,811,520 $11,913,415

211 AEP Texas Central Company - Distribution $256,718,540 $264,152,171 $4,955,272 $14,253,542 ($15,373,482) $66 $2,505,676 $6,341,074
147 AEP Texas Central Company - Generation 6,727,261 15,279,123 0 357,834 (889,235) 0 65,661 (465,740)
169 AEP Texas Central Company - Transmission 24,907,321 25,458,024 619,742 1,394,936 (1,481,640) 10 243,105 776,153

AEP Texas Central Co. $288,353,122 $304,889,318 $5,575,014 $16,006,312 ($17,744,357) $76 $2,814,442 $6,651,487

170 Indiana Michigan Power Co - Distribution $153,850,150 $158,070,278 $2,461,502 $8,521,012 ($9,199,586) $408 $1,501,639 $3,284,975
132 Indiana Michigan Power Co - Generation 103,084,926 108,287,827 1,812,054 5,744,906 (6,302,280) 294 1,006,150 2,261,124
190 Indiana Michigan Power Co - Nuclear 200,008,570 243,116,559 6,578,188 11,370,681 (14,149,223) 744 1,952,164 5,752,554
120 Indiana Michigan Power Co - Transmission 34,833,015 35,578,710 527,397 1,935,523 (2,070,657) 94 339,984 732,341
280 Ind Mich River Transp Lakin 31,505,603 40,252,347 1,060,369 1,788,862 (2,342,660) 119 307,507 814,197

Indiana Michigan Power Co. - FERC $523,282,264 $585,305,721 $12,439,510 $29,360,984 ($34,064,406) $1,659 $5,107,444 $12,845,191
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $523,282,264 $585,305,721 $12,439,510 $29,360,984 ($34,064,406) $1,659 $5,107,444 $12,845,191

110 Kentucky Power Co - Distribution $67,226,886 $69,181,469 $1,034,123 $3,733,971 ($4,026,316) $235 $656,161 $1,398,174
117 Kentucky Power Co - Generation 32,610,252 33,325,255 381,112 1,806,972 (1,939,508) 120 318,289 566,985
180 Kentucky Power Co - Transmission 6,293,808 6,764,605 147,991 353,851 (393,696) 36 61,430 169,612
600 Kentucky Power Co. - Kammer Actives 4,868,467 6,327,661 196,872 277,443 (368,266) 15 47,518 153,582
701 Kentucky Power Co. - Mitchell Actives 27,575,275 42,807,641 1,087,100 1,573,040 (2,491,376) 67 269,146 437,977
702 Kentucky Power Co. - Mitchell Inactives 21,844,888 26,751,782 0 1,194,179 (1,556,936) 56 213,215 (149,486)

Kentucky Power Co. $160,419,576 $185,158,413 $2,847,198 $8,939,456 ($10,776,098) $529 $1,565,759 $2,576,844

250 Ohio Power Co - Distribution $401,486,118 $423,353,235 $6,318,971 $22,280,880 ($24,638,878) $1,066 $3,918,666 $7,880,705
160 Ohio Power Co - Transmission 44,552,817 43,791,453 30,692 2,431,997 (2,548,634) 213 434,853 349,121

Ohio Power Co. $446,038,935 $467,144,688 $6,349,663 $24,712,877 ($27,187,512) $1,279 $4,353,519 $8,229,826

167 Public Service Co of Oklahoma - Distribution $148,131,111 $156,440,298 $3,716,337 $8,252,506 ($9,104,722) $77 $1,445,819 $4,310,017
198 Public Service Co of Oklahoma - Generation 73,821,669 81,060,168 2,250,708 4,131,158 (4,717,648) 31 720,529 2,384,778
114 Public Service Co of Oklahoma - Transmission 17,683,409 19,597,036 471,599 989,733 (1,140,535) 5 172,597 493,399

Public Service Co. of Oklahoma $239,636,189 $257,097,502 $6,438,644 $13,373,397 ($14,962,905) $113 $2,338,945 $7,188,194

159 Southwestern Electric Power Co - Distribution $89,888,331 $101,331,512 $2,887,504 $5,031,400 ($5,897,427) $45 $877,346 $2,898,868
168 Southwestern Electric Power Co - Generation 99,204,220 108,929,460 3,503,643 5,585,767 (6,339,622) 32 968,273 3,718,093
161 Southwestern Electric Power Co - Texas - Distribution 48,264,904 49,781,196 1,345,212 2,703,553 (2,897,233) 22 471,085 1,622,639
111 Southwestern Electric Power Co - Texas - Transmission 137,249 129,117 0 7,379 (7,515) 0 1,340 1,204
194 Southwestern Electric Power Co - Transmission 13,791,647 16,030,390 418,354 775,788 (932,958) 9 134,612 395,805

Southwestern Electric Power Co. $251,286,351 $276,201,675 $8,154,713 $14,103,887 ($16,074,755) $108 $2,452,656 $8,636,609

119 AEP Texas North Company - Distribution 62,617,505 64,193,596 1,504,400 3,486,002 (3,736,025) 17 611,172 1,865,566
166 AEP Texas North Company - Generation 19,593,993 23,143,809 0 1,067,369 (1,346,954) 0 191,245 (88,340)
192 AEP Texas North Company - Transmission 8,710,229 9,850,559 282,547 488,305 (573,296) 4 85,015 282,575

AEP Texas North Co. $90,921,727 $97,187,964 $1,786,947 $5,041,676 ($5,656,275) $21 $887,432 $2,059,801

230 Kingsport Power Co - Distribution $12,551,062 $13,067,221 $221,515 $699,423 ($760,504) $32 $122,503 $282,969
260 Kingsport Power Co - Transmission 2,553,201 2,557,237 23,226 141,283 (148,830) 4 24,920 40,603

Kingsport Power Co. $15,104,263 $15,624,458 $244,741 $840,706 ($909,334) $36 $147,423 $323,572

210 Wheeling Power Co - Distribution $14,503,473 $15,272,195 $235,909 $804,394 ($888,832) $53 $141,560 $293,084
200 Wheeling Power Co - Transmission 646,169 745,123 0 34,777 (43,366) 0 6,307 (2,282)

Wheeling Power Co. $15,149,642 $16,017,318 $235,909 $839,171 ($932,198) $53 $147,867 $290,802

103 American Electric Power Service Corporation $1,332,405,027 $1,402,484,353 $25,439,057 $74,322,959 ($81,623,662) $2,758 $13,004,812 $31,145,924
American Electric Power Service Corp $1,332,405,027 $1,402,484,353 $25,439,057 $74,322,959 ($81,623,662) $2,758 $13,004,812 $31,145,924

143 AEP Pro Serv, Inc. $991,767 $1,005,518 $0 $55,167 ($58,520) $0 $9,680 $6,327
171 CSW Energy, Inc. 9,742,119 12,831,826 627,703 579,038 (746,804) 13 95,087 555,037
293 Elmwood 2,804,510 6,165,495 301,750 169,915 (358,828) 43 27,373 140,253
292 AEP River Operations LLC 32,871,893 63,347,361 4,771,403 2,065,469 (3,686,774) 239 320,843 3,471,180
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $46,410,289 $83,350,200 $5,700,856 $2,869,589 ($4,850,926) $295 $452,983 $4,172,797

270 Cook Coal Terminal $3,454,914 $4,166,439 $97,949 $194,127 ($242,484) $9 $33,721 $83,322
AEP Generating Company $3,454,914 $4,166,439 $97,949 $194,127 ($242,484) $9 $33,721 $83,322

104 Cardinal Operating Company $72,258,390 $90,359,851 $1,360,519 $4,029,139 ($5,258,884) $175 $705,271 $836,220
181 Ohio Power Co - Generation 280,085,971 368,143,162 3,142,401 15,468,016 (21,425,688) 768 2,733,752 (80,751)

AEP Generation Resources - FERC $352,344,361 $458,503,013 $4,502,920 $19,497,155 ($26,684,572) $943 $3,439,023 $755,469
290 Conesville Coal Preparation Company 3,025,166 4,231,045 0 165,438 (246,244) 7 29,527 (51,272)

AEP Generation Resources - SEC $355,369,527 $462,734,058 $4,502,920 $19,662,593 ($26,930,816) $950 $3,468,550 $704,197

Total $4,363,249,928 $4,769,497,806 $88,505,632 $243,301,205 ($277,581,621) $9,692 $42,587,073 $96,821,981
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AMERICAN ELECTRIC POWER 
QUALIFIED RETIREMENT PLAN
ESTIMATED 2019 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $296,520,531 $305,707,448 $4,533,988 $16,741,243 ($17,803,062) $0 $2,181,351 $5,653,520
215 Appalachian Power Co - Generation   250,083,328 263,501,011 4,343,387 14,158,316 (15,345,144) 0 1,839,736 4,996,295
150 Appalachian Power Co - Transmission 34,544,894 35,133,075 256,445 1,930,908 (2,045,996) 0 254,129 395,486

Appalachian Power Co. - FERC $581,148,753 $604,341,534 $9,133,820 $32,830,467 ($35,194,202) $0 $4,275,216 $11,045,301
225 Cedar Coal Co 3,123,637 4,511,813 0 173,155 (262,748) 0 22,979 (66,614)

Appalachian Power Co. - SEC $584,272,390 $608,853,347 $9,133,820 $33,003,622 ($35,456,950) $0 $4,298,195 $10,978,687

211 AEP Texas Central Company - Distribution $251,912,991 $261,838,617 $5,206,845 $14,246,436 ($15,248,333) $0 $1,853,196 $6,058,144
147 AEP Texas Central Company - Generation 6,601,333 15,321,424 0 366,495 (892,253) 0 48,563 (477,195)
169 AEP Texas Central Company - Transmission 24,441,077 25,524,483 651,206 1,392,554 (1,486,434) 0 179,801 737,127

AEP Texas Central Co. $282,955,401 $302,684,524 $5,858,051 $16,005,485 ($17,627,020) $0 $2,081,560 $6,318,076

170 Indiana Michigan Power Co - Distribution $150,970,208 $156,430,835 $2,586,469 $8,540,399 ($9,109,846) $0 $1,110,611 $3,127,633
132 Indiana Michigan Power Co - Generation 101,155,266 108,509,886 1,904,050 5,724,959 (6,319,140) 0 744,148 2,054,017
190 Indiana Michigan Power Co - Nuclear 196,264,583 250,835,578 6,912,154 11,332,072 (14,607,565) 0 1,443,819 5,080,480
120 Indiana Michigan Power Co - Transmission 34,180,971 35,464,341 554,172 1,933,709 (2,065,288) 0 251,452 674,045
280 Ind Mich River Transp Lakin 30,915,845 41,485,337 1,114,203 1,783,328 (2,415,924) 0 227,432 709,039

Indiana Michigan Power Co. - FERC $513,486,873 $592,725,977 $13,071,048 $29,314,467 ($34,517,763) $0 $3,777,462 $11,645,214
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $513,486,873 $592,725,977 $13,071,048 $29,314,467 ($34,517,763) $0 $3,777,462 $11,645,214

110 Kentucky Power Co - Distribution $65,968,457 $68,918,189 $1,086,624 $3,729,662 ($4,013,493) $0 $485,296 $1,288,089
117 Kentucky Power Co - Generation 31,999,816 33,152,927 400,461 1,803,539 (1,930,681) 0 235,406 508,725
180 Kentucky Power Co - Transmission 6,175,993 6,864,287 155,504 353,554 (399,746) 0 45,434 154,746
600 Kentucky Power Co. - Kammer Actives 4,777,333 6,527,915 206,867 275,964 (380,157) 0 35,144 137,818
701 Kentucky Power Co. - Mitchell Actives 27,059,090 44,490,653 1,142,291 1,570,648 (2,590,941) 0 199,060 321,058
702 Kentucky Power Co. - Mitchell Inactives 21,435,971 26,594,575 0 1,192,869 (1,548,751) 0 157,694 (198,188)

Kentucky Power Co. $157,416,660 $186,548,546 $2,991,747 $8,926,236 ($10,863,769) $0 $1,158,034 $2,212,248

250 Ohio Power Co - Distribution $393,970,645 $421,589,345 $6,639,777 $22,260,280 ($24,551,516) $0 $2,898,242 $7,246,783
160 Ohio Power Co - Transmission 43,718,827 43,204,555 32,250 2,422,367 (2,516,044) 0 321,617 260,190

Ohio Power Co. $437,689,472 $464,793,900 $6,672,027 $24,682,647 ($27,067,560) $0 $3,219,859 $7,506,973

167 Public Service Co of Oklahoma - Distribution $145,358,224 $155,485,335 $3,905,010 $8,261,246 ($9,054,784) $0 $1,069,327 $4,180,799
198 Public Service Co of Oklahoma - Generation 72,439,791 81,050,227 2,364,974 4,128,046 (4,720,010) 0 532,903 2,305,913
114 Public Service Co of Oklahoma - Transmission 17,352,391 19,685,703 495,541 981,214 (1,146,409) 0 127,653 457,999

Public Service Co. of Oklahoma $235,150,406 $256,221,265 $6,765,525 $13,370,506 ($14,921,203) $0 $1,729,883 $6,944,711

159 Southwestern Electric Power Co - Distribution $88,205,699 $101,373,818 $3,034,099 $5,047,749 ($5,903,567) $0 $648,884 $2,827,165
168 Southwestern Electric Power Co - Generation 97,347,203 109,679,597 3,681,518 5,580,468 (6,387,259) 0 716,134 3,590,861
161 Southwestern Electric Power Co - Texas - Distribution 47,361,427 49,798,027 1,413,507 2,704,706 (2,900,019) 0 348,414 1,566,608
111 Southwestern Electric Power Co - Texas - Transmission 134,680 129,360 0 7,406 (7,533) 0 991 864
194 Southwestern Electric Power Co - Transmission 13,533,479 16,240,550 439,594 777,379 (945,778) 0 99,559 370,754

Southwestern Electric Power Co. $246,582,488 $277,221,352 $8,568,718 $14,117,708 ($16,144,156) $0 $1,813,982 $8,356,252

119 AEP Texas North Company - Distribution 61,445,359 63,641,547 1,580,777 3,472,967 (3,706,205) 0 452,022 1,799,561
166 AEP Texas North Company - Generation 19,227,210 22,804,414 0 1,066,093 (1,328,029) 0 141,445 (120,491)
192 AEP Texas North Company - Transmission 8,547,181 9,882,782 296,892 487,781 (575,530) 0 62,877 272,020

AEP Texas North Co. $89,219,750 $96,328,743 $1,877,669 $5,026,841 ($5,609,764) $0 $656,344 $1,951,090

230 Kingsport Power Co - Distribution $12,316,117 $13,083,776 $232,761 $698,840 ($761,942) $0 $90,603 $260,262
260 Kingsport Power Co - Transmission 2,505,407 2,549,748 24,405 140,995 (148,486) 0 18,431 35,345

Kingsport Power Co. $14,821,524 $15,633,524 $257,166 $839,835 ($910,428) $0 $109,034 $295,607

210 Wheeling Power Co - Distribution $14,231,980 $15,179,775 $247,886 $802,699 ($884,004) $0 $104,697 $271,278
200 Wheeling Power Co - Transmission 634,073 716,752 0 34,842 (41,740) 0 4,665 (2,233)

Wheeling Power Co. $14,866,053 $15,896,527 $247,886 $837,541 ($925,744) $0 $109,362 $269,045

103 American Electric Power Service Corporation $1,307,463,556 $1,405,901,457 $26,730,565 $74,276,780 ($81,873,542) ($3) $9,618,344 $28,752,143
American Electric Power Service Corp $1,307,463,556 $1,405,901,457 $26,730,565 $74,276,780 ($81,873,542) ($3) $9,618,344 $28,752,143

143 AEP Pro Serv, Inc. $973,202 $1,020,481 $0 $55,067 ($59,428) $0 $7,159 $2,798
171 CSW Energy, Inc. 9,559,755 13,886,641 659,571 579,498 (808,697) 0 70,326 500,698
293 Elmwood 2,752,012 6,621,795 317,069 169,091 (385,624) 0 20,245 120,781
292 AEP River Operations LLC 32,256,560 69,536,794 5,013,641 2,077,488 (4,049,518) 0 237,295 3,278,906
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $45,541,529 $91,065,711 $5,990,281 $2,881,144 ($5,303,267) $0 $335,025 $3,903,183

270 Cook Coal Terminal $3,390,241 $4,228,071 $102,922 $193,152 ($246,224) $0 $24,940 $74,790
AEP Generating Company $3,390,241 $4,228,071 $102,922 $193,152 ($246,224) $0 $24,940 $74,790

104 Cardinal Operating Company $70,905,775 $91,454,067 $1,429,590 $4,026,654 ($5,325,884) $0 $521,618 $651,978
181 Ohio Power Co - Generation 274,843,004 370,258,238 3,301,937 15,452,323 (21,562,217) 0 2,021,880 (786,077)

AEP Generation Resources - FERC $345,748,779 $461,712,305 $4,731,527 $19,478,977 ($26,888,101) $0 $2,543,498 ($134,099)
290 Conesville Coal Preparation Company 2,968,538 4,246,476 0 165,166 (247,296) 0 21,838 (60,292)

AEP Generation Resources - SEC $348,717,317 $465,958,781 $4,731,527 $19,644,143 ($27,135,397) $0 $2,565,336 ($194,391)

Total $4,281,573,660 $4,784,061,725 $92,998,952 $243,120,107 ($278,602,787) ($3) $31,497,360 $89,013,628
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AMERICAN ELECTRIC POWER 
QUALIFIED RETIREMENT PLAN
ESTIMATED 2020 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $294,044,689 $302,597,625 $4,722,471 $16,615,474 ($17,633,972) $0 $1,953,613 $5,657,586
215 Appalachian Power Co - Generation   247,995,220 262,100,038 4,523,947 14,049,410 (15,273,962) 0 1,647,663 4,947,058
150 Appalachian Power Co - Transmission 34,256,456 34,316,809 267,105 1,922,458 (1,999,823) 0 227,598 417,338

Appalachian Power Co. - FERC $576,296,365 $599,014,472 $9,513,523 $32,587,342 ($34,907,757) $0 $3,828,874 $11,021,982
225 Cedar Coal Co 3,097,556 4,492,141 0 171,840 (261,781) 0 20,580 (69,361)

Appalachian Power Co. - SEC $579,393,921 $603,506,613 $9,513,523 $32,759,182 ($35,169,538) $0 $3,849,454 $10,952,621

211 AEP Texas Central Company - Distribution $249,809,606 $258,719,260 $5,423,300 $14,141,674 ($15,076,946) $0 $1,659,718 $6,147,746
147 AEP Texas Central Company - Generation 6,546,214 15,657,065 0 356,091 (912,420) 0 43,493 (512,836)
169 AEP Texas Central Company - Transmission 24,237,003 25,453,227 678,277 1,383,914 (1,483,295) 0 161,029 739,925

AEP Texas Central Co. $280,592,823 $299,829,552 $6,101,577 $15,881,679 ($17,472,661) $0 $1,864,240 $6,374,835

170 Indiana Michigan Power Co - Distribution $149,709,660 $155,213,244 $2,693,992 $8,479,414 ($9,045,101) $0 $994,661 $3,122,966
132 Indiana Michigan Power Co - Generation 100,310,655 107,829,942 1,983,203 5,687,549 (6,283,824) 0 666,457 2,053,385
190 Indiana Michigan Power Co - Nuclear 194,625,843 256,797,227 7,199,501 11,233,658 (14,964,939) 0 1,293,081 4,761,301
120 Indiana Michigan Power Co - Transmission 33,895,572 35,229,276 577,210 1,919,062 (2,052,997) 0 225,200 668,475
280 Ind Mich River Transp Lakin 30,657,709 42,454,409 1,160,521 1,765,038 (2,474,044) 0 203,688 655,203

Indiana Michigan Power Co. - FERC $509,199,439 $597,524,098 $13,614,427 $29,084,721 ($34,820,905) $0 $3,383,087 $11,261,330
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $509,199,439 $597,524,098 $13,614,427 $29,084,721 ($34,820,905) $0 $3,383,087 $11,261,330

110 Kentucky Power Co - Distribution $65,417,644 $68,388,233 $1,131,797 $3,700,446 ($3,985,346) $0 $434,630 $1,281,527
117 Kentucky Power Co - Generation 31,732,629 32,808,027 417,108 1,789,708 (1,911,898) 0 210,829 505,747
180 Kentucky Power Co - Transmission 6,124,426 6,944,078 161,969 351,130 (404,668) 0 40,690 149,121
600 Kentucky Power Co. - Kammer Actives 4,737,444 6,661,644 215,467 273,922 (388,209) 0 31,475 132,655
701 Kentucky Power Co. - Mitchell Actives 26,833,156 46,022,985 1,189,777 1,559,737 (2,682,004) 0 178,278 245,788
702 Kentucky Power Co. - Mitchell Inactives 21,256,988 26,361,008 0 1,184,277 (1,536,196) 0 141,230 (210,689)

Kentucky Power Co. $156,102,287 $187,185,975 $3,116,118 $8,859,220 ($10,908,321) $0 $1,037,132 $2,104,149

250 Ohio Power Co - Distribution $390,681,128 $418,366,022 $6,915,801 $22,090,901 ($24,380,412) $0 $2,595,659 $7,221,949
160 Ohio Power Co - Transmission 43,353,790 42,168,724 33,591 2,411,041 (2,457,396) 0 288,040 275,276

Ohio Power Co. $434,034,918 $460,534,746 $6,949,392 $24,501,942 ($26,837,808) $0 $2,883,699 $7,497,225

167 Public Service Co of Oklahoma - Distribution $144,144,534 $154,482,377 $4,067,347 $8,226,433 ($9,002,509) $0 $957,686 $4,248,957
198 Public Service Co of Oklahoma - Generation 71,834,944 80,719,739 2,463,288 4,094,239 (4,703,968) 0 477,266 2,330,825
114 Public Service Co of Oklahoma - Transmission 17,207,505 19,418,113 516,141 981,937 (1,131,597) 0 114,325 480,806

Public Service Co. of Oklahoma $233,186,983 $254,620,229 $7,046,776 $13,302,609 ($14,838,074) $0 $1,549,277 $7,060,588

159 Southwestern Electric Power Co - Distribution $87,469,212 $101,756,496 $3,160,230 $5,012,458 ($5,929,892) $0 $581,139 $2,823,935
168 Southwestern Electric Power Co - Generation 96,534,388 109,956,654 3,834,564 5,549,999 (6,407,759) 0 641,368 3,618,172
161 Southwestern Electric Power Co - Texas - Distribution 46,965,976 49,745,572 1,472,268 2,683,858 (2,898,939) 0 312,039 1,569,226
111 Southwestern Electric Power Co - Texas - Transmission 133,555 127,602 0 7,386 (7,436) 0 887 837
194 Southwestern Electric Power Co - Transmission 13,420,479 16,477,516 457,868 773,905 (960,232) 0 89,165 360,706

Southwestern Electric Power Co. $244,523,610 $278,063,840 $8,924,930 $14,027,606 ($16,204,258) $0 $1,624,598 $8,372,876

119 AEP Texas North Company - Distribution 60,932,312 62,453,164 1,646,492 3,465,080 (3,639,478) 0 404,830 1,876,924
166 AEP Texas North Company - Generation 19,066,670 22,386,833 0 1,058,246 (1,304,600) 0 126,678 (119,676)
192 AEP Texas North Company - Transmission 8,475,816 9,870,058 309,234 485,199 (575,181) 0 56,313 275,565

AEP Texas North Co. $88,474,798 $94,710,055 $1,955,726 $5,008,525 ($5,519,259) $0 $587,821 $2,032,813

230 Kingsport Power Co - Distribution $12,213,282 $13,058,499 $242,438 $694,017 ($760,988) $0 $81,144 $256,611
260 Kingsport Power Co - Transmission 2,484,488 2,519,403 25,420 139,928 (146,819) 0 16,507 35,036

Kingsport Power Co. $14,697,770 $15,577,902 $267,858 $833,945 ($907,807) $0 $97,651 $291,647

210 Wheeling Power Co - Distribution $14,113,148 $14,998,438 $258,191 $798,627 ($874,039) $0 $93,767 $276,546
200 Wheeling Power Co - Transmission 628,779 689,075 0 34,695 (40,156) 0 4,178 (1,283)

Wheeling Power Co. $14,741,927 $15,687,513 $258,191 $833,322 ($914,195) $0 $97,945 $275,263

103 American Electric Power Service Corporation $1,296,546,691 $1,405,391,286 $27,841,788 $73,690,563 ($81,899,617) ($1) $8,614,169 $28,246,902
American Electric Power Service Corp $1,296,546,691 $1,405,391,286 $27,841,788 $73,690,563 ($81,899,617) ($1) $8,614,169 $28,246,902

143 AEP Pro Serv, Inc. $965,076 $1,032,142 $0 $54,604 ($60,148) $0 $6,412 $868
171 CSW Energy, Inc. 9,479,934 14,947,642 686,990 573,998 (871,079) 0 62,984 452,893
293 Elmwood 2,729,034 7,033,117 330,250 168,562 (409,857) 0 18,132 107,087
292 AEP River Operations LLC 31,987,229 75,988,306 5,222,064 2,071,061 (4,428,242) 0 212,521 3,077,404
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $45,161,273 $99,001,207 $6,239,304 $2,868,225 ($5,769,326) $0 $300,049 $3,638,252

270 Cook Coal Terminal $3,361,934 $4,245,919 $107,201 $192,073 ($247,432) $0 $22,336 $74,178
AEP Generating Company $3,361,934 $4,245,919 $107,201 $192,073 ($247,432) $0 $22,336 $74,178

104 Cardinal Operating Company $70,313,737 $92,330,571 $1,489,020 $3,993,996 ($5,380,593) $0 $467,160 $569,583
181 Ohio Power Co - Generation 272,548,161 371,302,954 3,439,202 15,351,872 (21,637,797) 0 1,810,791 (1,035,932)

AEP Generation Resources - FERC $342,861,898 $463,633,525 $4,928,222 $19,345,868 ($27,018,390) $0 $2,277,951 ($466,349)
290 Conesville Coal Preparation Company 2,943,751 4,247,860 0 164,057 (247,545) 0 19,558 (63,930)

AEP Generation Resources - SEC $345,805,649 $467,881,385 $4,928,222 $19,509,925 ($27,265,935) $0 $2,297,509 ($530,279)

Total $4,245,824,023 $4,783,760,320 $96,865,033 $241,353,537 ($278,775,136) ($1) $28,208,967 $87,652,400
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AMERICAN ELECTRIC POWER 
QUALIFIED RETIREMENT PLAN
ESTIMATED 2021 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $291,915,023 $299,686,103 $4,845,737 $16,493,850 ($17,466,966) $0 $1,744,672 $5,617,293
215 Appalachian Power Co - Generation   246,199,075 260,807,286 4,642,031 13,949,854 (15,200,945) 0 1,471,444 4,862,384
150 Appalachian Power Co - Transmission 34,008,348 33,961,379 274,077 1,898,459 (1,979,412) 0 203,256 396,380

Appalachian Power Co. - FERC $572,122,446 $594,454,768 $9,761,845 $32,342,163 ($34,647,323) $0 $3,419,372 $10,876,057
225 Cedar Coal Co 3,075,121 4,478,397 0 170,744 (261,020) 0 18,379 (71,897)

Appalachian Power Co. - SEC $575,197,567 $598,933,165 $9,761,845 $32,512,907 ($34,908,343) $0 $3,437,751 $10,804,160

211 AEP Texas Central Company - Distribution $248,000,320 $255,739,573 $5,564,859 $14,044,002 ($14,905,577) $0 $1,482,209 $6,185,493
147 AEP Texas Central Company - Generation 6,498,802 15,745,089 0 353,100 (917,690) 0 38,841 (525,749)
169 AEP Texas Central Company - Transmission 24,061,462 25,458,014 695,981 1,376,038 (1,483,800) 0 143,807 732,026

AEP Texas Central Co. $278,560,584 $296,942,676 $6,260,840 $15,773,140 ($17,307,067) $0 $1,664,857 $6,391,770

170 Indiana Michigan Power Co - Distribution $148,625,363 $154,217,185 $2,764,311 $8,424,524 ($8,988,426) $0 $888,281 $3,088,690
132 Indiana Michigan Power Co - Generation 99,584,139 107,425,219 2,034,969 5,645,053 (6,261,193) 0 595,179 2,014,008
190 Indiana Michigan Power Co - Nuclear 193,216,234 262,595,295 7,387,423 11,150,776 (15,305,158) 0 1,154,784 4,387,825
120 Indiana Michigan Power Co - Transmission 33,650,078 35,017,333 592,276 1,905,807 (2,040,957) 0 201,114 658,240
280 Ind Mich River Transp Lakin 30,435,666 43,294,347 1,190,813 1,759,759 (2,523,377) 0 181,903 609,098

Indiana Michigan Power Co. - FERC $505,511,480 $602,549,379 $13,969,792 $28,885,919 ($35,119,111) $0 $3,021,261 $10,757,861
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $505,511,480 $602,549,379 $13,969,792 $28,885,919 ($35,119,111) $0 $3,021,261 $10,757,861

110 Kentucky Power Co - Distribution $64,943,846 $67,861,684 $1,161,339 $3,672,131 ($3,955,264) $0 $388,146 $1,266,352
117 Kentucky Power Co - Generation 31,502,800 32,480,221 427,996 1,772,327 (1,893,084) 0 188,281 495,520
180 Kentucky Power Co - Transmission 6,080,069 7,039,813 166,197 348,509 (410,310) 0 36,338 140,734
600 Kentucky Power Co. - Kammer Actives 4,703,132 6,801,227 221,091 271,564 (396,404) 0 28,109 124,360
701 Kentucky Power Co. - Mitchell Actives 26,638,812 47,663,871 1,220,833 1,542,700 (2,778,051) 0 159,211 144,693
702 Kentucky Power Co. - Mitchell Inactives 21,103,031 26,178,277 0 1,176,867 (1,525,780) 0 126,125 (222,788)

Kentucky Power Co. $154,971,690 $188,025,093 $3,197,456 $8,784,098 ($10,958,893) $0 $926,210 $1,948,871

250 Ohio Power Co - Distribution $387,851,557 $415,342,231 $7,096,317 $21,967,647 ($24,207,891) $0 $2,318,050 $7,174,123
160 Ohio Power Co - Transmission 43,039,793 42,143,244 34,467 2,396,973 (2,456,285) 0 257,233 232,388

Ohio Power Co. $430,891,350 $457,485,475 $7,130,784 $24,364,620 ($26,664,176) $0 $2,575,283 $7,406,511

167 Public Service Co of Oklahoma - Distribution $143,100,544 $154,509,476 $4,173,512 $8,151,491 ($9,005,462) $0 $855,261 $4,174,802
198 Public Service Co of Oklahoma - Generation 71,314,668 80,278,297 2,527,585 4,082,000 (4,678,957) 0 426,222 2,356,850
114 Public Service Co of Oklahoma - Transmission 17,082,877 19,443,552 529,614 975,850 (1,133,252) 0 102,098 474,310

Public Service Co. of Oklahoma $231,498,089 $254,231,325 $7,230,711 $13,209,341 ($14,817,671) $0 $1,383,581 $7,005,962

159 Southwestern Electric Power Co - Distribution $86,835,703 $102,261,899 $3,242,718 $4,975,473 ($5,960,253) $0 $518,986 $2,776,924
168 Southwestern Electric Power Co - Generation 95,835,222 110,655,193 3,934,654 5,508,010 (6,449,450) 0 572,773 3,565,987
161 Southwestern Electric Power Co - Texas - Distribution 46,625,817 49,684,224 1,510,697 2,673,665 (2,895,805) 0 278,666 1,567,223
111 Southwestern Electric Power Co - Texas - Transmission 132,588 128,455 0 7,372 (7,487) 0 792 677
194 Southwestern Electric Power Co - Transmission 13,323,279 16,818,212 469,819 768,477 (980,236) 0 79,628 337,688

Southwestern Electric Power Co. $242,752,609 $279,547,983 $9,157,888 $13,932,997 ($16,293,231) $0 $1,450,845 $8,248,499

119 AEP Texas North Company - Distribution 60,491,000 62,043,924 1,689,468 3,444,282 (3,616,181) 0 361,533 1,879,102
166 AEP Texas North Company - Generation 18,928,576 21,996,865 0 1,052,105 (1,282,070) 0 113,129 (116,836)
192 AEP Texas North Company - Transmission 8,414,428 9,896,882 317,306 482,486 (576,832) 0 50,290 273,250

AEP Texas North Co. $87,834,004 $93,937,671 $2,006,774 $4,978,873 ($5,475,083) $0 $524,952 $2,035,516

230 Kingsport Power Co - Distribution $12,124,825 $13,061,094 $248,766 $688,649 ($761,255) $0 $72,466 $248,626
260 Kingsport Power Co - Transmission 2,466,494 2,491,382 26,084 138,830 (145,208) 0 14,741 34,447

Kingsport Power Co. $14,591,319 $15,552,476 $274,850 $827,479 ($906,463) $0 $87,207 $283,073

210 Wheeling Power Co - Distribution $14,010,931 $14,895,173 $264,930 $792,977 ($868,153) $0 $83,738 $273,492
200 Wheeling Power Co - Transmission 624,225 665,610 0 34,593 (38,795) 0 3,731 (471)

Wheeling Power Co. $14,635,156 $15,560,783 $264,930 $827,570 ($906,948) $0 $87,469 $273,021

103 American Electric Power Service Corporation $1,287,156,243 $1,405,012,100 $28,568,514 $73,188,470 ($81,890,013) $3 $7,692,876 $27,559,850
American Electric Power Service Corp $1,287,156,243 $1,405,012,100 $28,568,514 $73,188,470 ($81,890,013) $3 $7,692,876 $27,559,850

143 AEP Pro Serv, Inc. $958,087 $1,044,808 $0 $54,209 ($60,896) $0 $5,726 ($961)
171 CSW Energy, Inc. 9,411,275 16,003,144 704,922 569,873 (932,731) 0 56,248 398,312
293 Elmwood 2,709,268 7,481,524 338,870 168,715 (436,055) 0 16,192 87,722
292 AEP River Operations LLC 31,755,556 82,889,489 5,358,370 2,047,742 (4,831,148) 0 189,792 2,764,756
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $44,834,186 $107,418,965 $6,402,162 $2,840,539 ($6,260,830) $0 $267,958 $3,249,829

270 Cook Coal Terminal $3,337,585 $4,280,580 $109,999 $191,386 ($249,490) $0 $19,948 $71,843
AEP Generating Company $3,337,585 $4,280,580 $109,999 $191,386 ($249,490) $0 $19,948 $71,843

104 Cardinal Operating Company $69,804,478 $93,237,878 $1,527,887 $3,963,294 ($5,434,295) $0 $417,196 $474,082
181 Ohio Power Co - Generation 270,574,187 373,419,809 3,528,972 15,235,953 (21,764,476) 0 1,617,125 (1,382,426)

AEP Generation Resources - FERC $340,378,665 $466,657,687 $5,056,859 $19,199,247 ($27,198,771) $0 $2,034,321 ($908,344)
290 Conesville Coal Preparation Company 2,922,431 4,261,325 0 163,763 (248,368) 0 17,466 (67,139)

AEP Generation Resources - SEC $343,301,096 $470,919,012 $5,056,859 $19,363,010 ($27,447,139) $0 $2,051,787 ($975,483)

Total $4,215,072,958 $4,790,396,683 $99,393,404 $239,680,349 ($279,204,458) $3 $25,191,985 $85,061,283
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140 Appalachian Power Co - Distribution $289,756,503 $296,539,010 $5,013,079 $16,396,441 ($17,298,942) $0 $1,556,369 $5,666,947
215 Appalachian Power Co - Generation   244,378,594 259,484,970 4,802,338 13,862,462 (15,137,352) 0 1,312,631 4,840,079
150 Appalachian Power Co - Transmission 33,756,879 33,291,532 283,542 1,894,182 (1,942,100) 0 181,318 416,942

Appalachian Power Co. - FERC $567,891,976 $589,315,512 $10,098,959 $32,153,085 ($34,378,394) $0 $3,050,318 $10,923,968
225 Cedar Coal Co 3,052,383 4,471,369 0 169,653 (260,842) 0 16,395 (74,794)

Appalachian Power Co. - SEC $570,944,359 $593,786,881 $10,098,959 $32,322,738 ($34,639,236) $0 $3,066,713 $10,849,174

211 AEP Texas Central Company - Distribution $246,166,520 $252,700,759 $5,757,035 $13,965,531 ($14,741,587) $0 $1,322,234 $6,303,213
147 AEP Texas Central Company - Generation 6,450,748 15,829,357 0 361,640 (923,424) 0 34,649 (527,135)
169 AEP Texas Central Company - Transmission 23,883,544 25,530,423 720,016 1,367,652 (1,489,346) 0 128,286 726,608

AEP Texas Central Co. $276,500,812 $294,060,539 $6,477,051 $15,694,823 ($17,154,357) $0 $1,485,169 $6,502,686

170 Indiana Michigan Power Co - Distribution $147,526,376 $153,384,186 $2,859,773 $8,375,418 ($8,947,842) $0 $792,408 $3,079,757
132 Indiana Michigan Power Co - Generation 98,847,779 106,928,966 2,105,244 5,607,854 (6,237,823) 0 530,941 2,006,216
190 Indiana Michigan Power Co - Nuclear 191,787,526 268,517,153 7,642,538 11,057,166 (15,664,255) 0 1,030,148 4,065,597
120 Indiana Michigan Power Co - Transmission 33,401,258 34,812,978 612,729 1,892,444 (2,030,855) 0 179,408 653,726
280 Ind Mich River Transp Lakin 30,210,614 44,437,410 1,231,937 1,748,501 (2,592,307) 0 162,270 550,401

Indiana Michigan Power Co. - FERC $501,773,553 $608,080,693 $14,452,221 $28,681,383 ($35,473,082) $0 $2,695,175 $10,355,697
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $501,773,553 $608,080,693 $14,452,221 $28,681,383 ($35,473,082) $0 $2,695,175 $10,355,697

110 Kentucky Power Co - Distribution $64,463,629 $67,241,258 $1,201,444 $3,650,833 ($3,922,596) $0 $346,253 $1,275,934
117 Kentucky Power Co - Generation 31,269,858 31,969,664 442,776 1,762,369 (1,864,987) 0 167,960 508,118
180 Kentucky Power Co - Transmission 6,035,111 7,135,758 171,936 346,212 (416,273) 0 32,416 134,291
600 Kentucky Power Co. - Kammer Actives 4,668,356 6,929,934 228,726 268,984 (404,266) 0 25,075 118,519
701 Kentucky Power Co. - Mitchell Actives 26,441,836 49,160,321 1,262,993 1,530,865 (2,867,823) 0 142,027 68,062
702 Kentucky Power Co. - Mitchell Inactives 20,946,988 26,040,402 0 1,169,080 (1,519,097) 0 112,513 (237,504)

Kentucky Power Co. $153,825,778 $188,477,337 $3,307,875 $8,728,343 ($10,995,042) $0 $826,244 $1,867,420

250 Ohio Power Co - Distribution $384,983,650 $413,463,755 $7,341,380 $21,810,077 ($24,119,880) $0 $2,067,862 $7,099,439
160 Ohio Power Co - Transmission 42,721,542 41,962,997 35,658 2,382,809 (2,447,959) 0 229,470 199,978

Ohio Power Co. $427,705,192 $455,426,752 $7,377,038 $24,192,886 ($26,567,839) $0 $2,297,332 $7,299,417

167 Public Service Co of Oklahoma - Distribution $142,042,410 $153,895,527 $4,317,640 $8,131,818 ($8,977,671) $0 $762,952 $4,234,739
198 Public Service Co of Oklahoma - Generation 70,787,343 80,409,483 2,614,872 4,055,084 (4,690,779) 0 380,220 2,359,397
114 Public Service Co of Oklahoma - Transmission 16,956,560 19,499,619 547,903 972,533 (1,137,533) 0 91,079 473,982

Public Service Co. of Oklahoma $229,786,313 $253,804,629 $7,480,415 $13,159,435 ($14,805,983) $0 $1,234,251 $7,068,118

159 Southwestern Electric Power Co - Distribution $86,193,610 $102,705,038 $3,354,702 $4,950,074 ($5,991,416) $0 $462,972 $2,776,332
168 Southwestern Electric Power Co - Generation 95,126,583 111,242,195 4,070,532 5,483,967 (6,489,440) 0 510,953 3,576,012
161 Southwestern Electric Power Co - Texas - Distribution 46,281,050 49,934,412 1,562,868 2,653,209 (2,912,981) 0 248,589 1,551,685
111 Southwestern Electric Power Co - Texas - Transmission 131,608 128,797 0 7,354 (7,514) 0 707 547
194 Southwestern Electric Power Co - Transmission 13,224,762 17,175,507 486,044 763,890 (1,001,953) 0 71,034 319,015

Southwestern Electric Power Co. $240,957,613 $281,185,949 $9,474,146 $13,858,494 ($16,403,304) $0 $1,294,255 $8,223,591

119 AEP Texas North Company - Distribution 60,043,709 61,755,930 1,747,812 3,426,174 (3,602,603) 0 322,513 1,893,896
166 AEP Texas North Company - Generation 18,788,612 21,652,016 0 1,043,511 (1,263,095) 0 100,919 (118,665)
192 AEP Texas North Company - Transmission 8,352,209 9,948,895 328,263 479,709 (580,380) 0 44,862 272,454

AEP Texas North Co. $87,184,530 $93,356,841 $2,076,075 $4,949,394 ($5,446,078) $0 $468,294 $2,047,685

230 Kingsport Power Co - Distribution $12,035,170 $13,047,617 $257,357 $684,245 ($761,148) $0 $64,644 $245,098
260 Kingsport Power Co - Transmission 2,448,256 2,460,300 26,984 137,573 (143,524) 0 13,150 34,183

Kingsport Power Co. $14,483,426 $15,507,917 $284,341 $821,818 ($904,672) $0 $77,794 $279,281

210 Wheeling Power Co - Distribution $13,907,330 $14,788,650 $274,079 $786,864 ($862,713) $0 $74,700 $272,930
200 Wheeling Power Co - Transmission 619,609 646,716 0 34,487 (37,727) 0 3,328 88

Wheeling Power Co. $14,526,939 $15,435,366 $274,079 $821,351 ($900,440) $0 $78,028 $273,018

103 American Electric Power Service Corporation $1,277,638,568 $1,405,440,154 $29,555,094 $72,691,381 ($81,987,957) $0 $6,862,578 $27,121,096
American Electric Power Service Corp $1,277,638,568 $1,405,440,154 $29,555,094 $72,691,381 ($81,987,957) $0 $6,862,578 $27,121,096

143 AEP Pro Serv, Inc. $951,002 $1,058,609 $0 $53,533 ($61,755) $0 $5,108 ($3,114)
171 CSW Energy, Inc. 9,341,684 17,100,710 729,265 566,772 (997,589) 0 50,177 348,625
293 Elmwood 2,689,235 7,996,672 350,573 167,800 (466,495) 0 14,445 66,323
292 AEP River Operations LLC 31,520,744 89,711,116 5,543,415 2,050,240 (5,233,400) 0 169,307 2,529,562
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $44,502,665 $115,867,107 $6,623,253 $2,838,345 ($6,759,239) $0 $239,037 $2,941,396

270 Cook Coal Terminal $3,312,905 $4,341,399 $113,798 $190,213 ($253,260) $0 $17,795 $68,546
AEP Generating Company $3,312,905 $4,341,399 $113,798 $190,213 ($253,260) $0 $17,795 $68,546

104 Cardinal Operating Company $69,288,320 $94,117,557 $1,580,650 $3,937,441 ($5,490,455) $0 $372,168 $399,804
181 Ohio Power Co - Generation 268,573,469 375,519,089 3,650,841 15,157,552 (21,906,335) 0 1,442,588 (1,655,354)

AEP Generation Resources - FERC $337,861,789 $469,636,646 $5,231,491 $19,094,993 ($27,396,790) $0 $1,814,756 ($1,255,550)
290 Conesville Coal Preparation Company 2,900,821 4,310,574 0 163,227 (251,462) 0 15,581 (72,654)

AEP Generation Resources - SEC $340,762,610 $473,947,220 $5,231,491 $19,258,220 ($27,648,252) $0 $1,830,337 ($1,328,204)

Total $4,183,905,263 $4,798,718,784 $102,825,836 $238,208,824 ($279,938,741) $0 $22,473,002 $83,568,921
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140 Appalachian Power Co - Distribution $288,066,768 $294,032,288 $5,149,389 $16,315,236 ($17,174,285) $0 $1,381,260 $5,671,600
215 Appalachian Power Co - Generation   242,953,484 258,569,033 4,932,918 13,799,740 (15,102,893) 0 1,164,945 4,794,710
150 Appalachian Power Co - Transmission 33,560,023 33,153,238 291,252 1,879,814 (1,936,465) 0 160,918 395,519

Appalachian Power Co. - FERC $564,580,275 $585,754,559 $10,373,559 $31,994,790 ($34,213,643) $0 $2,707,123 $10,861,829
225 Cedar Coal Co 3,034,582 4,472,102 0 168,911 (261,213) 0 14,551 (77,751)

Appalachian Power Co. - SEC $567,614,857 $590,226,661 $10,373,559 $32,163,701 ($34,474,856) $0 $2,721,674 $10,784,078

211 AEP Texas Central Company - Distribution $244,730,983 $250,289,452 $5,913,574 $13,907,773 ($14,619,287) $0 $1,173,468 $6,375,528
147 AEP Texas Central Company - Generation 6,413,130 16,338,466 0 363,943 (954,322) 0 30,751 (559,628)
169 AEP Texas Central Company - Transmission 23,744,265 25,651,329 739,594 1,361,667 (1,498,282) 0 113,852 716,831

AEP Texas Central Co. $274,888,378 $292,279,247 $6,653,168 $15,633,383 ($17,071,891) $0 $1,318,071 $6,532,731

170 Indiana Michigan Power Co - Distribution $146,666,066 $152,931,007 $2,937,533 $8,328,014 ($8,932,627) $0 $703,253 $3,036,173
132 Indiana Michigan Power Co - Generation 98,271,342 106,524,755 2,162,488 5,578,597 (6,222,060) 0 471,204 1,990,229
190 Indiana Michigan Power Co - Nuclear 190,669,104 274,113,568 7,850,346 11,006,821 (16,010,842) 0 914,245 3,760,570
120 Indiana Michigan Power Co - Transmission 33,206,476 34,612,002 629,390 1,881,893 (2,021,670) 0 159,223 648,836
280 Ind Mich River Transp Lakin 30,034,438 45,670,906 1,265,434 1,742,935 (2,667,616) 0 144,013 484,766

Indiana Michigan Power Co. - FERC $498,847,426 $613,852,238 $14,845,191 $28,538,260 ($35,854,815) $0 $2,391,938 $9,920,574
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $498,847,426 $613,852,238 $14,845,191 $28,538,260 ($35,854,815) $0 $2,391,938 $9,920,574

110 Kentucky Power Co - Distribution $64,087,705 $66,779,412 $1,234,113 $3,634,400 ($3,900,553) $0 $307,296 $1,275,256
117 Kentucky Power Co - Generation 31,087,505 31,541,889 454,816 1,753,747 (1,842,347) 0 149,062 515,278
180 Kentucky Power Co - Transmission 5,999,917 7,242,744 176,611 344,255 (423,045) 0 28,769 126,590
600 Kentucky Power Co. - Kammer Actives 4,641,132 7,037,301 234,945 267,900 (411,045) 0 22,254 114,054
701 Kentucky Power Co. - Mitchell Actives 26,287,638 50,684,597 1,297,335 1,525,110 (2,960,463) 0 126,047 (11,971)
702 Kentucky Power Co. - Mitchell Inactives 20,824,834 25,939,506 0 1,163,304 (1,515,114) 0 99,854 (251,956)

Kentucky Power Co. $152,928,731 $189,225,449 $3,397,820 $8,688,716 ($11,052,567) $0 $733,282 $1,767,251

250 Ohio Power Co - Distribution $382,738,591 $411,506,457 $7,540,999 $21,737,557 ($24,035,895) $0 $1,835,204 $7,077,865
160 Ohio Power Co - Transmission 42,472,408 41,780,747 36,627 2,369,137 (2,440,393) 0 203,652 169,023

Ohio Power Co. $425,210,999 $453,287,204 $7,577,626 $24,106,694 ($26,476,288) $0 $2,038,856 $7,246,888

167 Public Service Co of Oklahoma - Distribution $141,214,080 $154,627,898 $4,435,040 $8,100,231 ($9,031,741) $0 $677,111 $4,180,641
198 Public Service Co of Oklahoma - Generation 70,374,541 80,585,835 2,685,973 4,051,811 (4,706,980) 0 337,441 2,368,245
114 Public Service Co of Oklahoma - Transmission 16,857,677 19,686,598 562,801 969,768 (1,149,885) 0 80,831 463,515

Public Service Co. of Oklahoma $228,446,298 $254,900,331 $7,683,814 $13,121,810 ($14,888,606) $0 $1,095,383 $7,012,401

159 Southwestern Electric Power Co - Distribution $85,690,965 $103,488,131 $3,445,919 $4,944,065 ($6,044,692) $0 $410,882 $2,756,174
168 Southwestern Electric Power Co - Generation 94,571,846 112,345,125 4,181,214 5,466,671 (6,562,025) 0 453,465 3,539,325
161 Southwestern Electric Power Co - Texas - Distribution 46,011,159 50,122,937 1,605,363 2,648,167 (2,927,657) 0 220,620 1,546,493
111 Southwestern Electric Power Co - Texas - Transmission 130,840 129,540 0 7,346 (7,566) 0 627 407
194 Southwestern Electric Power Co - Transmission 13,147,641 17,577,669 499,260 758,306 (1,026,703) 0 63,042 293,905

Southwestern Electric Power Co. $239,552,451 $283,663,402 $9,731,756 $13,824,555 ($16,568,643) $0 $1,148,636 $8,136,304

119 AEP Texas North Company - Distribution 59,693,560 61,567,392 1,795,337 3,415,564 (3,596,122) 0 286,226 1,901,005
166 AEP Texas North Company - Generation 18,679,045 21,267,067 0 1,041,780 (1,242,199) 0 89,565 (110,854)
192 AEP Texas North Company - Transmission 8,303,502 10,022,502 337,189 472,211 (585,410) 0 39,815 263,805

AEP Texas North Co. $86,676,107 $92,856,961 $2,132,526 $4,929,555 ($5,423,731) $0 $415,606 $2,053,956

230 Kingsport Power Co - Distribution $11,964,986 $13,053,190 $264,354 $679,045 ($762,431) $0 $57,371 $238,339
260 Kingsport Power Co - Transmission 2,433,978 2,433,747 27,718 137,133 (142,154) 0 11,671 34,368

Kingsport Power Co. $14,398,964 $15,486,937 $292,072 $816,178 ($904,585) $0 $69,042 $272,707

210 Wheeling Power Co - Distribution $13,826,228 $14,661,803 $281,531 $785,382 ($856,389) $0 $66,296 $276,820
200 Wheeling Power Co - Transmission 615,996 632,642 0 34,437 (36,952) 0 2,954 439

Wheeling Power Co. $14,442,224 $15,294,445 $281,531 $819,819 ($893,341) $0 $69,250 $277,259

103 American Electric Power Service Corporation $1,270,187,930 $1,406,790,382 $30,358,724 $72,367,278 ($82,169,954) $0 $6,090,461 $26,646,509
American Electric Power Service Corp $1,270,187,930 $1,406,790,382 $30,358,724 $72,367,278 ($82,169,954) $0 $6,090,461 $26,646,509

143 AEP Pro Serv, Inc. $945,456 $1,063,371 $0 $52,952 ($62,111) $0 $4,533 ($4,626)
171 CSW Energy, Inc. 9,287,208 18,272,571 749,095 561,485 (1,067,292) 0 44,531 287,819
293 Elmwood 2,673,552 8,539,749 360,105 166,252 (498,803) 0 12,819 40,373
292 AEP River Operations LLC 31,336,929 97,345,513 5,694,146 2,049,884 (5,685,905) 0 150,258 2,208,383
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $44,243,145 $125,221,204 $6,803,346 $2,830,573 ($7,314,111) $0 $212,141 $2,531,949

270 Cook Coal Terminal $3,293,586 $4,410,310 $116,892 $190,149 ($257,604) $0 $15,793 $65,230
AEP Generating Company $3,293,586 $4,410,310 $116,892 $190,149 ($257,604) $0 $15,793 $65,230

104 Cardinal Operating Company $68,884,260 $95,140,264 $1,623,630 $3,923,386 ($5,557,097) $0 $330,295 $320,214
181 Ohio Power Co - Generation 267,007,264 378,991,843 3,750,111 15,079,999 (22,136,732) 0 1,280,281 (2,026,341)

AEP Generation Resources - FERC $335,891,524 $474,132,107 $5,373,741 $19,003,385 ($27,693,829) $0 $1,610,576 ($1,706,127)
290 Conesville Coal Preparation Company 2,883,905 4,389,232 0 162,344 (256,373) 0 13,828 (80,201)

AEP Generation Resources - SEC $338,775,429 $478,521,339 $5,373,741 $19,165,729 ($27,950,202) $0 $1,624,404 ($1,786,328)

Total $4,159,506,525 $4,816,016,110 $105,621,766 $237,196,400 ($281,301,194) $0 $19,944,537 $81,461,509
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AMERICAN ELECTRIC POWER 
QUALIFIED RETIREMENT PLAN
ESTIMATED 2024 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $287,084,675 $291,813,174 $5,299,235 $16,296,550 ($17,066,878) $0 $1,215,340 $5,744,247
215 Appalachian Power Co - Generation   242,125,193 258,164,484 5,076,465 13,752,448 (15,098,913) 0 1,025,009 4,755,009
150 Appalachian Power Co - Transmission 33,445,609 32,823,656 299,727 1,880,228 (1,919,712) 0 141,588 401,831

Appalachian Power Co. - FERC $562,655,477 $582,801,314 $10,675,427 $31,929,226 ($34,085,503) $0 $2,381,937 $10,901,087
225 Cedar Coal Co 3,024,237 4,483,322 0 168,700 (262,210) 0 12,803 (80,707)

Appalachian Power Co. - SEC $565,679,714 $587,284,636 $10,675,427 $32,097,926 ($34,347,713) $0 $2,394,740 $10,820,380

211 AEP Texas Central Company - Distribution $243,896,633 $248,851,465 $6,085,657 $13,902,256 ($14,554,235) $0 $1,032,508 $6,466,186
147 AEP Texas Central Company - Generation 6,391,266 17,044,091 0 359,017 (996,834) 0 27,057 (610,760)
169 AEP Texas Central Company - Transmission 23,663,315 25,832,371 761,116 1,359,965 (1,510,823) 0 100,176 710,434

AEP Texas Central Co. $273,951,214 $291,727,927 $6,846,773 $15,621,238 ($17,061,892) $0 $1,159,741 $6,565,860

170 Indiana Michigan Power Co - Distribution $146,166,044 $152,439,974 $3,023,014 $8,318,754 ($8,915,548) $0 $618,777 $3,044,997
132 Indiana Michigan Power Co - Generation 97,936,310 106,175,677 2,225,415 5,570,344 (6,209,752) 0 414,602 2,000,609
190 Indiana Michigan Power Co - Nuclear 190,019,064 280,328,349 8,078,788 11,001,551 (16,395,181) 0 804,424 3,489,582
120 Indiana Michigan Power Co - Transmission 33,093,267 34,404,879 647,705 1,877,924 (2,012,191) 0 140,097 653,535
280 Ind Mich River Transp Lakin 29,932,043 47,110,186 1,302,258 1,735,287 (2,755,269) 0 126,714 408,990

Indiana Michigan Power Co. - FERC $497,146,728 $620,459,065 $15,277,180 $28,503,860 ($36,287,941) $0 $2,104,614 $9,597,713
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $497,146,728 $620,459,065 $15,277,180 $28,503,860 ($36,287,941) $0 $2,104,614 $9,597,713

110 Kentucky Power Co - Distribution $63,869,213 $66,444,989 $1,270,025 $3,631,492 ($3,886,077) $0 $270,383 $1,285,823
117 Kentucky Power Co - Generation 30,981,520 31,144,811 468,051 1,748,451 (1,821,524) 0 131,157 526,135
180 Kentucky Power Co - Transmission 5,979,461 7,353,062 181,750 342,862 (430,048) 0 25,313 119,877
600 Kentucky Power Co. - Kammer Actives 4,625,309 7,162,078 241,782 268,230 (418,879) 0 19,581 110,714
701 Kentucky Power Co. - Mitchell Actives 26,198,017 52,376,994 1,335,087 1,519,674 (3,063,302) 0 110,906 (97,635)
702 Kentucky Power Co. - Mitchell Inactives 20,753,837 25,879,025 0 1,160,540 (1,513,551) 0 87,859 (265,152)

Kentucky Power Co. $152,407,357 $190,360,959 $3,496,695 $8,671,249 ($11,133,381) $0 $645,199 $1,679,762

250 Ohio Power Co - Distribution $381,433,737 $411,306,006 $7,760,439 $21,706,783 ($24,055,492) $0 $1,614,756 $7,026,486
160 Ohio Power Co - Transmission 42,327,609 41,540,858 37,693 2,367,706 (2,429,543) 0 179,189 155,045

Ohio Power Co. $423,761,346 $452,846,864 $7,798,132 $24,074,489 ($26,485,035) $0 $1,793,945 $7,181,531

167 Public Service Co of Oklahoma - Distribution $140,732,645 $155,867,278 $4,564,099 $8,079,103 ($9,115,996) $0 $595,775 $4,122,981
198 Public Service Co of Oklahoma - Generation 70,134,617 81,451,176 2,764,134 4,050,484 (4,763,723) 0 296,907 2,347,802
114 Public Service Co of Oklahoma - Transmission 16,800,205 19,976,626 579,179 967,884 (1,168,346) 0 71,122 449,839

Public Service Co. of Oklahoma $227,667,467 $257,295,080 $7,907,412 $13,097,471 ($15,048,065) $0 $963,804 $6,920,622

159 Southwestern Electric Power Co - Distribution $85,398,823 $105,064,441 $3,546,194 $4,940,893 ($6,144,760) $0 $361,526 $2,703,853
168 Southwestern Electric Power Co - Generation 94,249,426 113,930,617 4,302,886 5,461,577 (6,663,304) 0 398,994 3,500,153
161 Southwestern Electric Power Co - Texas - Distribution 45,854,295 50,664,121 1,652,079 2,646,415 (2,963,123) 0 194,119 1,529,490
111 Southwestern Electric Power Co - Texas - Transmission 130,394 129,539 0 7,353 (7,576) 0 552 329
194 Southwestern Electric Power Co - Transmission 13,102,818 17,946,229 513,788 748,257 (1,049,597) 0 55,469 267,917

Southwestern Electric Power Co. $238,735,756 $287,734,947 $10,014,947 $13,804,495 ($16,828,360) $0 $1,010,660 $8,001,742

119 AEP Texas North Company - Distribution 59,490,049 61,628,809 1,847,581 3,410,630 (3,604,400) 0 251,844 1,905,655
166 AEP Texas North Company - Generation 18,615,363 21,028,496 0 1,033,365 (1,229,865) 0 78,806 (117,694)
192 AEP Texas North Company - Transmission 8,275,194 9,915,639 347,001 476,720 (579,922) 0 35,032 278,831

AEP Texas North Co. $86,380,606 $92,572,944 $2,194,582 $4,920,715 ($5,414,187) $0 $365,682 $2,066,792

230 Kingsport Power Co - Distribution $11,924,195 $13,008,553 $272,047 $679,505 ($760,813) $0 $50,480 $241,219
260 Kingsport Power Co - Transmission 2,425,680 2,431,994 28,525 136,903 (142,237) 0 10,269 33,460

Kingsport Power Co. $14,349,875 $15,440,547 $300,572 $816,408 ($903,050) $0 $60,749 $274,679

210 Wheeling Power Co - Distribution $13,779,091 $14,637,037 $289,724 $784,424 ($856,056) $0 $58,332 $276,424
200 Wheeling Power Co - Transmission 613,896 623,557 0 34,468 (36,469) 0 2,599 598

Wheeling Power Co. $14,392,987 $15,260,594 $289,724 $818,892 ($892,525) $0 $60,931 $277,022

103 American Electric Power Service Corporation $1,265,857,535 $1,411,185,674 $31,242,153 $72,209,558 ($82,534,087) $0 $5,358,858 $26,276,483
American Electric Power Service Corp $1,265,857,535 $1,411,185,674 $31,242,153 $72,209,558 ($82,534,087) $0 $5,358,858 $26,276,483

143 AEP Pro Serv, Inc. $942,233 $1,058,721 $0 $52,785 ($61,920) $0 $3,989 ($5,146)
171 CSW Energy, Inc. 9,255,545 19,413,502 770,893 553,516 (1,135,411) 0 39,182 228,180
293 Elmwood 2,664,438 9,080,845 370,584 166,075 (531,099) 0 11,280 16,840
292 AEP River Operations LLC 31,230,093 105,646,882 5,859,843 2,046,617 (6,178,825) 0 132,209 1,859,844
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $44,092,309 $135,199,950 $7,001,320 $2,818,993 ($7,907,255) $0 $186,660 $2,099,718

270 Cook Coal Terminal $3,282,357 $4,518,890 $120,293 $190,243 ($264,290) $0 $13,895 $60,141
AEP Generating Company $3,282,357 $4,518,890 $120,293 $190,243 ($264,290) $0 $13,895 $60,141

104 Cardinal Operating Company $68,649,416 $96,516,687 $1,670,877 $3,914,385 ($5,644,839) $0 $290,619 $231,042
181 Ohio Power Co - Generation 266,096,968 383,026,207 3,859,238 15,060,408 (22,401,530) 0 1,126,491 (2,355,393)

AEP Generation Resources - FERC $334,746,384 $479,542,894 $5,530,115 $18,974,793 ($28,046,369) $0 $1,417,110 ($2,124,351)
290 Conesville Coal Preparation Company 2,874,073 4,476,038 0 161,873 (261,784) 0 12,167 (87,744)

AEP Generation Resources - SEC $337,620,457 $484,018,932 $5,530,115 $19,136,666 ($28,308,153) $0 $1,429,277 ($2,212,095)

Total $4,145,325,708 $4,845,907,009 $108,695,325 $236,782,203 ($283,415,934) $0 $17,548,755 $79,610,350
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Non-Reliance Notice for Attachment to Reports Distributed to Third Parties 

NOTICE  

By accepting a copy of this report, the Recipient agrees that it has read and understands the following: 

1. Towers Watson Delaware Inc. (“Towers Watson”) represents and is responsible exclusively to its 
client, AEP with respect to all matters relating to this report. There are no third-party beneficiaries 
of this report or the work underlying it. 

2. Recipient is responsible for its own due diligence with respect to all matters relating to this report. 

Recipient is DEEMED TO HAVE AGREED to the following conditions by receiving, downloading, 
printing or otherwise having possession of this report: 

 Recipient recognizes that Towers Watson’s consulting staff is available, with AEP prior consent 
and at AEP expense, to answer any questions concerning this report; and 

 Recipient agrees that by accepting this report (including any information related to the report that 
may be subsequently provided to Recipient by or on behalf of Towers Watson), Recipient will 
place no reliance on this report or information contained herein, or related hereto, that would result 
in the creation of any duty or liability by Towers Watson to Recipient.  
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This report is confidential and intended solely for the information and benefit of the immediate recipient thereof. It may not be distributed to 
a third party unless expressly allowed under the "Purpose and Actuarial Certification" section herein. 
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April 2014  

Purpose and actuarial statement 
As requested by American Electric Power (the Company or AEP), this report documents the results of 
an actuarial valuation of the American Electric Power Excess Benefit Plan (the Plan) 

The primary purpose of this valuation is to determine the Net Periodic Benefit Cost/(Income) (Benefit 
Cost), in accordance with FASB Accounting Standards Codification Topic 715 (ASC 715) for the fiscal 
year beginning January 1, 2014.  It is anticipated that a separate report will be prepared for year-end 
disclosure purposes. 

Accumulated other comprehensive (income)/loss amounts shown in the report are shown prior to 
adjustment for deferred taxes.  Any such deferred tax allowance should be made in consultation with 
the Company’s tax advisors and auditors. 

This report is provided subject to the terms set out herein and in our master consulting services 
agreement dated July 29, 2004 and the accompanying General Terms and Conditions of Business.  
This report is provided solely for the Company’s use and for the specific purposes indicated above.  It 
may not be suitable for use in any other context or for any other purpose. 

Except where we expressly agree in writing, this report should not be disclosed or provided to any 
third party, other than as provided below.  In the absence of such consent and an express assumption 
of responsibility, no responsibility whatsoever is accepted by us for any consequences arising from 
any third party relying on this report or any advice relating to its contents. 

The Company may make a copy of this report available to its auditors, but we make no representation 
as to the suitability of this report for any purpose other than that for which it was originally provided 
and accept no responsibility or liability to the Company’s auditors in this regard.  The Company should 
draw the provisions of this paragraph to the attention of its auditors when passing this report to them. 

In preparing these results, we have relied upon information and data provided to us orally and in 
writing by AEP and other persons or organizations designated by AEP.  We have relied on all the data 
and information provided, including Plan provisions, membership data and asset information, as being 
complete and accurate.  We have not independently verified the accuracy or completeness of the data 
or information provided, but we have performed limited checks for consistency. 

The results summarized in this report involve actuarial calculations that require assumptions about 
future events.  AEP is responsible for the selection of the assumptions. 

As required by U.S. GAAP, the actuarial assumptions and methods employed in the development of 
the pension cost have been selected by the plan sponsor. Towers Watson has concurred with these 
assumptions and methods. ASC 715-30-35 requires that each significant assumption “individually 
represent the best estimate of a particular future event.” 

In our opinion, all calculations are in accordance with US GAAP and the procedures followed and the 
results presented are in conformity with applicable actuarial standards of practice. 
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The undersigned consulting actuaries are members of the Society of Actuaries and meet the 
“Qualification Standards for Actuaries Issuing Statements of Actuarial Opinion in the United States” 
relating to pension plans. Our objectivity is not impaired by any relationship between the plan sponsor 
and our employer, Towers Watson Delaware Inc. 

 
 

 

Joseph A. Perko, FSA, EA, MAAA                                                                                                           
Senior Consultant 

 

 
 

Ryan S. Carney, FSA, EA, MAAA                                                                                                             
Senior Consultant 

 

Towers Watson Delaware Inc. 

April 2014 
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Section 1: Summary of key results 

Benefit cost, assets & obligations 

All monetary amounts shown in US Dollars 
Fiscal Year Beginning January 1, 2014  January 1, 2013
   
Benefit Cost/ 
(Income) 

Net Periodic Benefit Cost/(Income) 6,402,078  7,353,696 

Immediate Recognition of Benefit 
Cost/(Income) due to Special Events 

0  0 

Total Benefit Cost/(Income) 6,402,078 7,353,696
Measurement Date   January 1, 2014  January 1, 2013
Plan Assets Fair Value of Assets (FVA) 0  0 

Market Related Value of Assets (MRVA) 0  0 

Return on Fair Value Assets during  
Prior Year 

N/A  N/A 

Benefit 
Obligations 

Accumulated Benefit Obligation (ABO) (74,774,033) (84,704,119)

Projected Benefit Obligation (PBO) (76,771,087) (86,575,004)

Funded Ratios Fair Value of Assets to ABO 0.0%  0.0% 

Fair Value of Assets to PBO 0.0%  0.0% 

Accumulated 
Other 
Comprehensive 
(Income)/Loss 

Net Prior Service Cost/(Credit) 179,858  478,655 

Net Loss/(Gain) 33,456,219  43,841,210 

Total Accumulated Other Comprehensive 
(Income)/Loss 

33,636,077 44,319,865 

Assumptions1 Discount Rate 4.55%  3.80% 

 Expected Long-term Rate of Return on  
Plan Assets 

N/A  N/A 

 Rate of Compensation Increase Rates vary by age 
from 3.5% to 11.5%  

Rates vary by age 
from 3.5% to 11.5% 

Participant Data Census Date January 1, 2014  January 1, 2013 

 

                                                      
 
1 Rates are expressed on an annual basis where applicable. 
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Comments on results  

The pension cost declined from $7,353,696 in fiscal 2013 to $6,402,078 in fiscal 2014, as set forth below: 
All monetary amounts shown in US Dollars 

  
Pension

 Cost  
Prior year    7,353,696  

Change due to:    
► Expected based on prior valuation and 

payments during the prior year  (632,187 ) 
► Unexpected noninvestment experience  (183,515 ) 
► Unexpected investment experience  0  

► Assumption changes  (135,916)  
► Plan amendments  0  
► Method change  0  
► Interim events  0  

Current year  6,402,078  
 

Significant reasons for these changes include the following: 

 The discount rate increased 75 basis points compared to the prior year, which decreased the 
pension cost. 

 Demographic experience was more favorable than expected which decreased the pension cost. 
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Plan provisions and assumptions 

Appendix A outlines the assumptions and methods used in the valuation.  Appendix B outlines our 
understanding of the principal provisions of the Plan being valued.   

Changes in assumptions 

The discount rate decreased from 3.80% to 4.55%. 
 
The mortality table used to value the benefit obligations was updated from the RP2000 with projections to 
2020 for annuitants and to 2028 for nonannuitants to RP2000 with projections to 2021 for annuitants and 
to 2029 for nonannuitants. 
 
The lump sum conversion rate increased from 5.10% to 5.90%. 
 
The mortality used to convert to 417(e) based forms of payment was updated for an additional year of 
mortality improvements. 

Changes in methods 

None. 

Changes in benefits valued 

None. 
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Section 2: Accounting exhibits 

2.1 Balance sheet asset/(liability)  

All monetary amounts shown in US Dollars 
Measurement Date 01/01/2014 01/01/2013

A Development of Balance Sheet 
Asset/(Liability)1 

1 Projected benefit obligation (PBO)2 (76,771,087) (86,575,004)
2 Fair value of assets (FVA) 0 0 

 3 Net balance sheet asset/(liability) (76,771,087)    (86,575,004)

B Current and Noncurrent Allocation3

1 Noncurrent assets 0 0 
2 Current liabilities (8,743,143) (7,943,073) 
3 Noncurrent liabilities (68,027,944) (78,631,931) 
4 Net balance sheet asset/(liability) (76,771,087) (86,575,004) 

C Accumulated Benefit Obligation (ABO) (74,774,033) (84,704,119)
   
D Accumulated Other Comprehensive 

(Income)/Loss 
1 Net prior service cost/(credit) 179,858 478,655 
2 Net loss/(gain) 33,456,219 43,841,210 
3 Accumulated other comprehensive 

(income)/loss3 
33,636,077 44,319,865 

E Assumptions and Dates4 
1 Discount rate 4.55% 3.80% 
2 Rate of compensation increase Rates vary by age from 

3.5% to 11.5% 
Rates vary by age from 

3.5% to 11.5% 
3 Census date January 1, 2014 January 1, 2013 

                                                      
 
1 Whether the amounts in this table that differ from those disclosed at year-end must be disclosed in subsequent interim 

financial statements should be determined. 
2       East PBO = $44,112,394; West PBO = $32,658,693. 
3 Amount shown is pre-tax and should be adjusted by plan sponsor for tax effects. . 
4       Rates we expressed on an annual basis where applicable. 
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2.2 Summary and comparison of benefit cost and cash flows 

All monetary amounts shown in US Dollars 
Fiscal Year Ending December 31, 2014 December 31, 2013
     
A Total Benefit Cost   

1 Employer service cost 509,338 547,672 
2 Interest cost 3,319,565 3,161,150 
3 Expected return on assets 0 0 
4 Subtotal 3,828,903 3,708,822 
5 Net prior service cost/(credit) amortization 35,541 298,793 
6 Net loss/(gain) amortization 2,537,634 3,346,081 
7 Amortization subtotal 2,573,175 3,644,874 

 8 Net periodic benefit cost/(income) 6,402,078 7,353,696 
 9 Curtailments 0 0 
 10 Settlements 0 0 
 11 Special/contractual termination benefits 0 0 
 12 Total benefit cost 6,402,078 7,353,696 
  
B Assumptions1 
 1 Discount rate 4.55% 3.80% 
 2 Rate of return on assets N/A N/A 
 3 Rate of compensation increase Rates vary by age from 

3.5% to 11.5% 
Rates vary by age from 

3.5% to 11.5% 
 4 Census date January 1, 2014 January 1, 2013 
  
C Assets at Beginning of Year 

1 Fair market value 0 0 
2 Market-related value 0 0 

  
D Cash Flow Expected Actual 

1 Employer contributions 0 0 
2 Plan participants’ contributions2 0 0 
3 Benefits paid from the Company 8,743,143 6,475,259 
4 Benefits paid from plan assets2 0 0 

     

                                                      
 
1 These assumptions were used to calculate Net Periodic Benefit Cost/(Income) as of the beginning of the year.  Rates are 

expressed on an annual basis where applicable.  For assumptions used for interim measurement periods, if any, refer to 
Appendix A. 

2 Over the fiscal year. 
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Section 3: Data exhibits 

3.1 Plan participant data 

All monetary amounts shown in US Dollars 
Census Date January 1, 2014 January 1, 2013
  
A Participating Employees 

1 Number 17,684 17,631 
2 Total annual plan compensation 1,624,739,458 1,592,436,325
3 Average plan compensation 91,876 90,320
4 Average age (years) 47.5 46.8
5 Average credited service (years) 18.0 17.3
6 Average future working life (years) 10.159 10.5149

   
B Participants with Deferred Benefits

1 Number (non-cash balance) 2 2
2 Total annual pension (non-cash balance) 8,018 240,580
3 Average annual pension (non-cash balance) 4,009 120,290
4 Number of cash balance  2 2
5 Total cash balance 422,671 406,415

 6 Average cash balance 211,336 203,208
 7 Average age 61.9 60.0
 
C Participants Receiving Benefits  

1 Number 94 93
2 Total annual pension 5,776,198 6,972,897
3 Average annual pension 61,449 74,977
4 Average age (years) 73.1 72.5
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Appendix A : Statement of actuarial 
assumptions and methods 

Actuarial Assumptions and Methods  Pension Cost 
 
 

Economic Assumptions 
Discount rate   4.55%

Annual rates of increase     
► Compensation:     

 Representative rates Age 
 

< 26 
26 – 30 
31 – 35 
36 – 40 
41 – 45 
46 – 50 

> 50 

Rate 
 

11.50% 
9.50% 
7.50% 
6.50% 
5.00% 
4.00% 
3.50%  

 Weighted average   4.95%  
► Cash balance crediting rate   4.00% 
► Lump sum/annuity conversion rate  5.90% 
► Future Social Security wage bases   4.00% 
► Statutory limits on compensation   3.00% 
 

 
  

Exhibit HEM-2B 
Page 14 of 32



12 Excess Benefit Plan 

 Towers Watson Confidential 

Demographic Assumptions 

Inclusion Date The valuation date coincident with or next following the date on 
which the employee becomes a participant. 

New or rehired employees It was assumed there will be no new or rehired employees. 

Mortality   

► Healthy Separate rates for (1) non-annuitants (based on RP-2000 
“Employees” table without collar or amount adjustments, projected 
to 2029 using Scale AA and (2) annuitants (based on RP-2000 
“Healthy Annuitants” table without collar or amount adjustments, 
projected to 2021 using Scale AA.

► Disabled RP2000 – disabled retirees, no projection.
► Lump sum/annuity        

conversion 
Applicable 417(e) IRS Mortality Table 

Termination Rates varying by age and service 

 Percentage leaving during the year 
Attained             

Age 
Less than five              

years of service 
Five or more                  

years of service 
< 25 8.00% 8.00% 

25 – 29 8.00% 6.00% 
30 – 34 8.00% 5.00% 
35 – 39 8.00% 3.00% 
40 – 49 8.00% 2.50% 

> 49 8.00% 4.00% 
 

 

Disability 

 

Rates apply to employees not eligible to retire and vary by age and sex 
as indicated by the following sample values: 

Percentage becoming disabled during the year 
Age Male Female 
20 0.060% 0.090% 
30 0.060% 0.090% 
40 0.074% 0.110% 
50 0.178% 0.267% 
60 0.690% 1.035% 
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Retirement Rates varying by age; average retirement age 61: 

  
Percentage retiring during the year

Age Rate 
55-57 7.00% 
58-60 10.00% 
61-63 25.00% 
64-65 50.00% 
66-69 25.00% 
70+ 100.00% 

 

 

Benefit commencement 
date: 

 

► Preretirement death 
benefit 

The later of the death of the active participant or the date the participant would 
have attained age 55. 

► Deferred vested  
benefit 

The later of age 55 or termination of employment.  

► Disability benefit Upon disablement. 
► Retirement benefit Upon termination of employment. 

Form of payment 40% lump sum; 60% annuity for retirement eligible East grandfathered 
participants and 75% lump sum; 25% annuity for all other participants. Married 
participants are assumed to elect the 50% joint and survivor annuity and 
unmarried participants are assumed to elect the single life annuity.  No other 
optional form of payment election is assumed. 

Percent married 80% of male participants; 70% of female participants.  

Spouse ages Wives are assumed to be three years younger than husbands. 
 

Valuation pay 2014 base salary pay (Grandfathered) – not estimated due to freeze of final 
average pay accruals at December 31, 2010. 

2014 expanded pay (Cash Balance) – sum of the following  
updated one year according to the salary increase assumption: 

(i)  2014 base salary 
(ii) a 15% increase for overtime eligible employees and a target bonus 
percent increase for incentive-eligible employees 

 

Timing of benefit  
payments 

Annuity payments are payable monthly at the beginning of the month and 
lump sum payments are payable on date of decrement. 
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Methods 
Service cost and 
projected benefit obligation 

Projected unit credit  

Benefits not valued All benefits described in the Plan Provisions sections of this 
report were valued.  Towers Watson has reviewed the plan 
provisions with AEP and is not aware of any significant benefits 
required to be valued that were not. 

Change in assumptions and 
methods since prior valuation 

The discount rate was increased from 3.80% to 4.55%. 

The mortality table used to value the benefit obligations was 
updated from the RP2000 with projections to 2020 for annuitants 
and to 2028 for nonannuitants to RP2000 with projections to 2021
and 2029, respectively. 

The mortality table used for lump sum/annuity conversions was 
updated for an additional year of mortality improvements. 

Accruals were frozen for particpants with LTD status.   

The lump sum conversion rate was changed from 5.10% to 
5.90%. 

 

Data Sources Towers Watson used participant and asset data as of January 1, 
2014, supplied by ACS, the third party database for the AEP 
pension data with the exception of certain data records that were 
not provided on the original file but are due benefits. The data for 
such exceptions was collected from the ACS system.  Data were 
reviewed for reasonabless and consistency, but no audit was 
performed. Assumptions or estimates were made by Towers 
Watson actuaries when data were not available. We are not 
aware of any errors or omissions in the data that would have a 
significant effect on the results of our calculations. 
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Appendix B : Summary of principal plan 
provisions 

 
  

The Excess Benefit Plan provides a benefit determined in accordance with the provisions of the 
American Electric Power System’s Retirement Plan (a qualified defined benefit plan), without 
recognition of the statutory maximums on benefits and pay, less the benefit payable from the qualified 
plan.  MICP awards are also included in the definition of pay for the former East Plan grandfathered 
benefit for executives with base pay in excess of the IRS limit.  Certain executives have contracts 
providing additional benefits.  Certain former Central and South West company executives are eligible 
for a final average pay cash balance benefit (pension equity – type formula) if it produces a larger 
benefit.  The schedule of contribution percentages for this formula is identical to the cash balance 
formula.    

Prior to 2004, all executives had their cash balance pay limited to $1,000,000.  In addition, pay was 
limited for executives in an uncapped incentive plan to two times base pay for both the final average 
pay formula and the cash balance formula.  Base pay rate is determined at the earlier of year-end or 
date of termination. 

Effective January 1, 2004, pay for all executives is limited to the greater of two times base pay or $1 
million for the cash balance formula only.  The executives in the uncapped incentive plan continue to 
have two times pay limit apply to the former East Plan final average pay formula. 

Effective December 31, 2010, accruals under the east grandfathered final average pay formula were 
discontinued. 

Effective December 31, 2013, accruals for participates in long-term disability were discontinued. 

Future Plan Changes 

Towers Watson is not aware of any future plan changes that are required to be reflected. 

Changes in Benefits Valued Since Prior Year 

None. 
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Appendix C:  Results by Business Unit 

Summary of key assumptions for Appendix C of 2014 Excess Benefit Plan valuation report:

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Discount Rate 4.55% 5.15% 5.35% 5.45% 5.55% 5.65% 5.65% 5.65% 5.65% 5.65%
Cash balance crediting rate 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Lump sum conversion rate 5.90% 5.90% 5.90% 5.90% 5.90% 5.90% 5.90% 5.90% 5.90% 5.90%

Expected mortality

Valuation and data January 1, 2014

IRS-prescribed mortality table for minimum funding purposes, with adoption of RP-2014 and projection scale 
MP-2014 at year end 2015.
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AMERICAN ELECTRIC POWER
NONQUALIFIED PENSION PLAN
10-YEAR PENSION COST FORECAST
($000s) ASC 715-30

Cost
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Location

140 Appalachian Power Co - Distribution $54,478 $51,273 $55,382 $54,008 $52,596 $51,574 $50,193 $49,936 $50,015 $49,306 $50,309
215 Appalachian Power Co - Generation   7 7 7 7 5 4 4 5 5 5 5
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC 54,485 51,280 55,389 54,015 52,601 51,578 50,197 49,941 50,020 49,311 50,314
225 Cedar Coal Co 0 0 0 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC 54,485 51,280 55,389 54,015 52,601 51,578 50,197 49,941 50,020 49,311 50,314

211 AEP Texas Central Company - Distribution 181,014 169,301 184,911 175,386 165,577 156,463 149,074 142,017 135,403 129,615 124,366
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 2 2 1 1 1 1 1 1 1

AEP Texas Central Co. 181,014 169,301 184,913 175,388 165,578 156,464 149,075 142,018 135,404 129,616 124,367

170 Indiana Michigan Power Co - Distribution 18,745 17,918 19,292 19,219 19,016 18,955 19,061 19,179 19,426 19,752 19,605
132 Indiana Michigan Power Co - Generation 4 4 4 4 0 0 0 0 0 0 0
190 Indiana Michigan Power Co - Nuclear 35,774 33,886 37,283 37,679 37,041 36,449 36,109 36,401 36,725 37,003 37,284
120 Indiana Michigan Power Co - Transmission 8,155 7,518 8,153 7,725 7,280 6,867 6,519 6,190 5,875 5,600 5,348
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC 62,678 59,326 64,732 64,627 63,337 62,271 61,689 61,770 62,026 62,355 62,237
202 Price River Coal 0 0 0 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC 62,678 59,326 64,732 64,627 63,337 62,271 61,689 61,770 62,026 62,355 62,237

110 Kentucky Power Co - Distribution 239 229 246 249 236 235 237 225 246 250 255
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0 0 0 0

Kentucky Power Co. 239 229 246 249 236 235 237 225 246 250 255

250 Ohio Power Co - Distribution 22,541 21,664 23,302 23,361 23,410 23,480 23,865 24,309 24,753 25,306 25,989
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0 0 0 0

Ohio Power Co. 22,541 21,664 23,302 23,361 23,410 23,480 23,865 24,309 24,753 25,306 25,989

167 Public Service Co of Oklahoma - Distribution 165,808 153,921 167,041 158,777 150,951 143,723 137,272 131,146 125,165 120,135 116,038
198 Public Service Co of Oklahoma - Generation 28,977 27,133 29,591 28,025 26,430 24,952 23,676 22,533 21,401 20,415 19,515
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma 194,785 181,054 196,632 186,802 177,381 168,675 160,948 153,679 146,566 140,550 135,553

159 Southwestern Electric Power Co - Distribution 71,504 68,151 73,404 72,502 71,914 71,536 70,569 71,574 72,684 72,631 75,050
168 Southwestern Electric Power Co - Generation 73,960 69,020 75,128 71,107 67,054 63,298 60,088 57,063 54,152 51,590 49,290
161 Southwestern Electric Power Co - Texas - Distribution 24 22 23 22 21 19 19 18 17 16 15
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 6,374 5,834 6,311 5,944 5,563 5,205 5,139 5,109 4,848 4,619 4,408

Southwestern Electric Power Co. 151,862 143,027 154,866 149,575 144,552 140,058 135,815 133,764 131,701 128,856 128,763

119 AEP Texas North Company - Distribution 63,586 59,166 64,436 60,914 57,350 54,065 51,301 48,711 46,234 44,092 42,148
166 AEP Texas North Company - Generation 48,163 44,818 48,725 46,045 43,335 40,823 38,692 36,686 34,759 33,076 31,541
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0 0 0 0

AEP Texas North Co. 111,749 103,984 113,161 106,959 100,685 94,888 89,993 85,397 80,993 77,168 73,689

230 Kingsport Power Co - Distribution 0 0 0 0 0 0 0 0 0 0 0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0 0 0 0

Kingsport Power Co. 0 0 0 0 0 0 0 0 0 0 0

210 Wheeling Power Co - Distribution 0 0 0 0 0 0 0 0 0 0 0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0 0 0 0

Wheeling Power Co. 0 0 0 0 0 0 0 0 0 0 0

103 American Electric Power Service Corporation 5,261,342 4,925,142 5,356,709 5,067,298 4,797,412 4,566,098 4,376,403 4,194,956 4,032,584 3,892,028 3,760,267
American Electric Power Service Corp 5,261,342 4,925,142 5,356,709 5,067,298 4,797,412 4,566,098 4,376,403 4,194,956 4,032,584 3,892,028 3,760,267

143 AEP Pro Serv, Inc. 0 0 0 0 0 0 0 0 0 0 0
171 CSW Energy, Inc. 278,364 260,712 281,435 271,058 261,332 251,999 245,395 238,654 233,188 228,615 223,561
293 Elmwood 0 0 0 0 0 0 0 0 0 0 0
189 Central Coal Company 0 0 0 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 16,762 14,976 16,863 17,194 16,656 15,975 15,400 14,641 14,547 14,144 13,791

Miscellaneous 295,126 275,688 298,298 288,252 277,988 267,974 260,795 253,295 247,735 242,759 237,352

270 Cook Coal Terminal 2 3 3 56 62 69 47 86 97 139 151
AEP Generating Company 2 3 3 56 62 69 47 86 97 139 151

104 Cardinal Operating Company 398 377 406 405 391 390 393 389 398 405 409
181 Ohio Power Co - Generation 65,858 60,349 65,354 61,806 57,714 54,908 52,079 49,595 47,805 45,860 44,107

AEP Generation Resources - FERC 66,256 60,726 65,760 62,211 58,105 55,298 52,472 49,984 48,203 46,265 44,516
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC 66,256 60,726 65,760 62,211 58,105 55,298 52,472 49,984 48,203 46,265 44,516

Total $6,402,079 $5,991,424 $6,514,011 $6,178,793 $5,861,347 $5,587,088 $5,361,536 $5,149,424 $4,960,328 $4,794,603 $4,643,453

Estimated Net Periodic Pension Cost
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AMERICAN ELECTRIC POWER 
NONQUALIFIED RETIREMENT PLAN
2014 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $481,782 $0 $17,057 $21,495 $0 $1 $15,925 $54,478
215 Appalachian Power Co - Generation   21 0 3 1 0 2 1 7
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC $481,803 $0 $17,060 $21,496 $0 $3 $15,926 $54,485
225 Cedar Coal Co 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC $481,803 $0 $17,060 $21,496 $0 $3 $15,926 $54,485

211 AEP Texas Central Company - Distribution $2,350,877 $0 $4,510 $102,156 $0 ($3,359) $77,707 $181,014
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas Central Co. $2,350,877 $0 $4,510 $102,156 $0 ($3,359) $77,707 $181,014

170 Indiana Michigan Power Co - Distribution $117,696 $0 $9,149 $5,714 $0 ($8) $3,890 $18,745
132 Indiana Michigan Power Co - Generation 0 0 0 0 0 4 0 4
190 Indiana Michigan Power Co - Nuclear 277,833 0 14,934 12,440 0 (784) 9,184 35,774
120 Indiana Michigan Power Co - Transmission 106,989 0 0 4,619 0 0 3,536 8,155
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC $502,518 $0 $24,083 $22,773 $0 ($788) $16,610 $62,678
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $502,518 $0 $24,083 $22,773 $0 ($788) $16,610 $62,678

110 Kentucky Power Co - Distribution $1,514 $0 $115 $74 $0 $0 $50 $239
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0

Kentucky Power Co. $1,514 $0 $115 $74 $0 $0 $50 $239

250 Ohio Power Co - Distribution $118,180 $0 $12,700 $5,925 $0 $10 $3,906 $22,541
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0

Ohio Power Co. $118,180 $0 $12,700 $5,925 $0 $10 $3,906 $22,541

167 Public Service Co of Oklahoma - Distribution $2,072,336 $0 $7,911 $90,752 $0 ($1,355) $68,500 $165,808
198 Public Service Co of Oklahoma - Generation 377,846 0 418 16,588 0 (519) 12,490 28,977
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma $2,450,182 $0 $8,329 $107,340 $0 ($1,874) $80,990 $194,785

159 Southwestern Electric Power Co - Distribution $479,326 $0 $32,963 $22,695 $0 $2 $15,844 $71,504
168 Southwestern Electric Power Co - Generation 962,865 0 775 42,446 0 (1,088) 31,827 73,960
161 Southwestern Electric Power Co - Texas - Distribution 297 0 0 14 0 0 10 24
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 84,985 0 0 3,563 0 2 2,809 6,374

Southwestern Electric Power Co. $1,527,473 $0 $33,738 $68,718 $0 ($1,084) $50,490 $151,862

119 AEP Texas North Company - Distribution 844,592 0 0 36,520 0 (852) 27,918 63,586
166 AEP Texas North Company - Generation 634,079 0 0 27,751 0 (547) 20,959 48,163
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas North Co. $1,478,671 $0 $0 $64,271 $0 ($1,399) $48,877 $111,749

230 Kingsport Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0

Kingsport Power Co. $0 $0 $0 $0 $0 $0 $0 $0

210 Wheeling Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0

Wheeling Power Co. $0 $0 $0 $0 $0 $0 $0 $0

103 American Electric Power Service Corporation $63,925,209 $0 $354,486 $2,749,366 $0 $44,471 $2,113,019 $5,261,342
American Electric Power Service Corp $63,925,209 $0 $354,486 $2,749,366 $0 $44,471 $2,113,019 $5,261,342

143 AEP Pro Serv, Inc. $0 $0 $0 $0 $0 $0 $0 $0
171 CSW Energy, Inc. 2,900,535 0 48,777 133,288 0 423 95,876 278,364
293 Elmwood 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 205,929 0 2,074 8,670 0 (789) 6,807 16,762
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $3,106,464 $0 $50,851 $141,958 $0 ($366) $102,683 $295,126

270 Cook Coal Terminal $0 $0 $0 $2 $0 $0 $0 $2
AEP Generating Company $0 $0 $0 $2 $0 $0 $0 $2

104 Cardinal Operating Company $2,987 $0 $163 $139 $0 ($3) $99 $398
181 Ohio Power Co - Generation 825,209 0 3,303 35,348 0 (70) 27,277 65,858

AEP Generation Resources - FERC $828,196 $0 $3,466 $35,487 $0 ($73) $27,376 $66,256
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC $828,196 $0 $3,466 $35,487 $0 ($73) $27,376 $66,256

Total $76,771,087 $0 $509,338 $3,319,566 $0 $35,541 $2,537,634 $6,402,079
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AMERICAN ELECTRIC POWER 
NONQUALIFIED RETIREMENT PLAN
ESTIMATED 2015 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $429,175 $0 $16,721 $21,563 $0 $1 $12,988 $51,273
215 Appalachian Power Co - Generation   19 0 3 1 0 2 1 7
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC $429,194 $0 $16,724 $21,564 $0 $3 $12,989 $51,280
225 Cedar Coal Co 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC $429,194 $0 $16,724 $21,564 $0 $3 $12,989 $51,280

211 AEP Texas Central Company - Distribution $2,094,178 $0 $4,421 $102,450 $0 ($947) $63,377 $169,301
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas Central Co. $2,094,178 $0 $4,421 $102,450 $0 ($947) $63,377 $169,301

170 Indiana Michigan Power Co - Distribution $104,844 $0 $8,969 $5,784 $0 ($8) $3,173 $17,918
132 Indiana Michigan Power Co - Generation 0 0 0 0 0 4 0 4
190 Indiana Michigan Power Co - Nuclear 247,496 0 14,640 12,540 0 (784) 7,490 33,886
120 Indiana Michigan Power Co - Transmission 95,307 0 0 4,634 0 0 2,884 7,518
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC $447,647 $0 $23,609 $22,958 $0 ($788) $13,547 $59,326
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $447,647 $0 $23,609 $22,958 $0 ($788) $13,547 $59,326

110 Kentucky Power Co - Distribution $1,349 $0 $113 $75 $0 $0 $41 $229
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0

Kentucky Power Co. $1,349 $0 $113 $75 $0 $0 $41 $229

250 Ohio Power Co - Distribution $105,276 $0 $12,450 $6,018 $0 $10 $3,186 $21,664
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0

Ohio Power Co. $105,276 $0 $12,450 $6,018 $0 $10 $3,186 $21,664

167 Public Service Co of Oklahoma - Distribution $1,846,051 $0 $7,755 $91,281 $0 ($983) $55,868 $153,921
198 Public Service Co of Oklahoma - Generation 336,588 0 410 16,671 0 (134) 10,186 27,133
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma $2,182,639 $0 $8,165 $107,953 $0 ($1,117) $66,054 $181,055

159 Southwestern Electric Power Co - Distribution $426,987 $0 $32,314 $22,913 $0 $2 $12,922 $68,151
168 Southwestern Electric Power Co - Generation 857,727 0 760 42,609 0 (307) 25,958 69,020
161 Southwestern Electric Power Co - Texas - Distribution 265 0 0 14 0 0 8 22
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 75,705 0 0 3,541 0 2 2,291 5,834

Southwestern Electric Power Co. $1,360,684 $0 $33,074 $69,076 $0 ($303) $41,179 $143,026

119 AEP Texas North Company - Distribution 752,368 0 0 36,590 0 (193) 22,769 59,166
166 AEP Texas North Company - Generation 564,842 0 0 27,826 0 (102) 17,094 44,818
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas North Co. $1,317,210 $0 $0 $64,416 $0 ($295) $39,863 $103,984

230 Kingsport Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0

Kingsport Power Co. $0 $0 $0 $0 $0 $0 $0 $0

210 Wheeling Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0

Wheeling Power Co. $0 $0 $0 $0 $0 $0 $0 $0

103 American Electric Power Service Corporation $56,945,022 $0 $347,505 $2,791,562 $0 $62,724 $1,723,349 $4,925,140
American Electric Power Service Corp $56,945,022 $0 $347,505 $2,791,562 $0 $62,724 $1,723,349 $4,925,140

143 AEP Pro Serv, Inc. $0 $0 $0 $0 $0 $0 $0 $0
171 CSW Energy, Inc. 2,583,817 0 47,816 134,278 0 423 78,195 260,712
293 Elmwood 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 183,443 0 2,033 8,180 0 (789) 5,552 14,976
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $2,767,260 $0 $49,849 $142,459 $0 ($366) $83,747 $275,689

270 Cook Coal Terminal $0 $0 $0 $3 $0 $0 $0 $3
AEP Generating Company $0 $0 $0 $3 $0 $0 $0 $3

104 Cardinal Operating Company $2,661 $0 $160 $139 $0 ($3) $81 $377
181 Ohio Power Co - Generation 735,102 0 3,238 34,934 0 (70) 22,247 60,349

AEP Generation Resources - FERC $737,763 $0 $3,398 $35,073 $0 ($73) $22,328 $60,726
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC $737,763 $0 $3,398 $35,073 $0 ($73) $22,328 $60,726

Total $68,388,222 $0 $499,308 $3,363,607 $0 $58,848 $2,069,660 $5,991,423
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AMERICAN ELECTRIC POWER 
NONQUALIFIED RETIREMENT PLAN
ESTIMATED 2016 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $435,357 $0 $17,905 $22,810 $0 $1 $14,666 $55,382
215 Appalachian Power Co - Generation   19 0 3 1 0 2 1 7
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC $435,376 $0 $17,908 $22,811 $0 $3 $14,667 $55,389
225 Cedar Coal Co 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC $435,376 $0 $17,908 $22,811 $0 $3 $14,667 $55,389

211 AEP Texas Central Company - Distribution $2,124,345 $0 $4,734 $108,282 $0 $333 $71,562 $184,911
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 0 2 0 0 0 2

AEP Texas Central Co. $2,124,345 $0 $4,734 $108,284 $0 $333 $71,562 $184,913

170 Indiana Michigan Power Co - Distribution $106,355 $0 $9,604 $6,111 $0 ($6) $3,583 $19,292
132 Indiana Michigan Power Co - Generation 0 0 0 0 0 4 0 4
190 Indiana Michigan Power Co - Nuclear 251,061 0 15,677 13,869 0 (720) 8,457 37,283
120 Indiana Michigan Power Co - Transmission 96,679 0 0 4,896 0 0 3,257 8,153
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC $454,095 $0 $25,281 $24,876 $0 ($722) $15,297 $64,732
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $454,095 $0 $25,281 $24,876 $0 ($722) $15,297 $64,732

110 Kentucky Power Co - Distribution $1,368 $0 $121 $79 $0 $0 $46 $246
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0

Kentucky Power Co. $1,368 $0 $121 $79 $0 $0 $46 $246

250 Ohio Power Co - Distribution $106,792 $0 $13,332 $6,363 $0 $10 $3,597 $23,302
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0

Ohio Power Co. $106,792 $0 $13,332 $6,363 $0 $10 $3,597 $23,302

167 Public Service Co of Oklahoma - Distribution $1,872,645 $0 $8,304 $96,071 $0 ($417) $63,083 $167,041
198 Public Service Co of Oklahoma - Generation 341,437 0 439 17,603 0 47 11,502 29,591
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma $2,214,082 $0 $8,743 $113,674 $0 ($370) $74,585 $196,632

159 Southwestern Electric Power Co - Distribution $433,138 $0 $34,603 $24,208 $0 $2 $14,591 $73,404
168 Southwestern Electric Power Co - Generation 870,083 0 814 44,905 0 99 29,310 75,128
161 Southwestern Electric Power Co - Texas - Distribution 268 0 0 14 0 0 9 23
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 76,796 0 0 3,722 0 2 2,587 6,311

Southwestern Electric Power Co. $1,380,285 $0 $35,417 $72,849 $0 $103 $46,497 $154,866

119 AEP Texas North Company - Distribution 763,207 0 0 38,604 0 122 25,710 64,436
166 AEP Texas North Company - Generation 572,979 0 0 29,325 0 98 19,302 48,725
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas North Co. $1,336,186 $0 $0 $67,929 $0 $220 $45,012 $113,161

230 Kingsport Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0

Kingsport Power Co. $0 $0 $0 $0 $0 $0 $0 $0

210 Wheeling Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0

Wheeling Power Co. $0 $0 $0 $0 $0 $0 $0 $0

103 American Electric Power Service Corporation $57,765,344 $0 $372,118 $2,967,627 $0 $71,040 $1,945,919 $5,356,704
American Electric Power Service Corp $57,765,344 $0 $372,118 $2,967,627 $0 $71,040 $1,945,919 $5,356,704

143 AEP Pro Serv, Inc. $0 $0 $0 $0 $0 $0 $0 $0
171 CSW Energy, Inc. 2,621,038 0 51,203 141,515 0 423 88,294 281,435
293 Elmwood 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 186,086 0 2,177 9,167 0 (750) 6,269 16,863
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $2,807,124 $0 $53,380 $150,683 $0 ($327) $94,563 $298,299

270 Cook Coal Terminal $0 $0 $0 $3 $0 $0 $0 $3
AEP Generating Company $0 $0 $0 $3 $0 $0 $0 $3

104 Cardinal Operating Company $2,699 $0 $171 $147 $0 ($3) $91 $406
181 Ohio Power Co - Generation 745,691 0 3,467 36,832 0 (65) 25,120 65,354

AEP Generation Resources - FERC $748,390 $0 $3,638 $36,979 $0 ($68) $25,211 $65,760
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC $748,390 $0 $3,638 $36,979 $0 ($68) $25,211 $65,760

Total $69,373,387 $0 $534,672 $3,572,159 $0 $70,222 $2,336,956 $6,514,009
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AMERICAN ELECTRIC POWER 
NONQUALIFIED RETIREMENT PLAN
ESTIMATED 2017 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $417,680 $0 $18,587 $22,167 $0 $1 $13,253 $54,008
215 Appalachian Power Co - Generation   18 0 3 1 0 2 1 7
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC $417,698 $0 $18,590 $22,169 $0 $3 $13,254 $54,016
225 Cedar Coal Co 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC $417,698 $0 $18,590 $22,169 $0 $3 $13,254 $54,016

211 AEP Texas Central Company - Distribution $2,038,089 $0 $4,914 $105,736 $0 $65 $64,671 $175,386
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 0 2 0 0 0 2

AEP Texas Central Co. $2,038,089 $0 $4,914 $105,739 $0 $65 $64,671 $175,389

170 Indiana Michigan Power Co - Distribution $102,036 $0 $9,970 $5,996 $0 $15 $3,238 $19,219
132 Indiana Michigan Power Co - Generation 0 0 0 0 0 4 0 4
190 Indiana Michigan Power Co - Nuclear 240,867 0 16,273 13,590 0 173 7,643 37,679
120 Indiana Michigan Power Co - Transmission 92,754 0 0 4,782 0 0 2,943 7,725
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC $435,657 $0 $26,243 $24,367 $0 $192 $13,824 $64,626
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $435,657 $0 $26,243 $24,367 $0 $192 $13,824 $64,626

110 Kentucky Power Co - Distribution $1,313 $0 $125 $78 $0 $4 $42 $249
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0

Kentucky Power Co. $1,313 $0 $125 $78 $0 $4 $42 $249

250 Ohio Power Co - Distribution $102,456 $0 $13,839 $6,261 $0 $10 $3,251 $23,361
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0

Ohio Power Co. $102,456 $0 $13,839 $6,261 $0 $10 $3,251 $23,361

167 Public Service Co of Oklahoma - Distribution $1,796,608 $0 $8,620 $93,195 $0 ($46) $57,008 $158,777
198 Public Service Co of Oklahoma - Generation 327,573 0 455 17,169 0 7 10,394 28,025
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma $2,124,181 $0 $9,075 $110,364 $0 ($39) $67,402 $186,802

159 Southwestern Electric Power Co - Distribution $415,551 $0 $35,919 $23,397 $0 $0 $13,186 $72,502
168 Southwestern Electric Power Co - Generation 834,754 0 845 43,755 0 19 26,488 71,107
161 Southwestern Electric Power Co - Texas - Distribution 257 0 0 14 0 0 8 22
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 73,678 0 0 3,606 0 0 2,338 5,944

Southwestern Electric Power Co. $1,324,240 $0 $36,764 $70,772 $0 $19 $42,020 $149,575

119 AEP Texas North Company - Distribution 732,218 0 0 37,663 0 17 23,234 60,914
166 AEP Texas North Company - Generation 549,714 0 0 28,590 0 12 17,443 46,045
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas North Co. $1,281,932 $0 $0 $66,253 $0 $29 $40,677 $106,959

230 Kingsport Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0

Kingsport Power Co. $0 $0 $0 $0 $0 $0 $0 $0

210 Wheeling Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0

Wheeling Power Co. $0 $0 $0 $0 $0 $0 $0 $0

103 American Electric Power Service Corporation $55,419,849 $0 $386,277 $2,907,913 $0 $14,583 $1,758,526 $5,067,299
American Electric Power Service Corp $55,419,849 $0 $386,277 $2,907,913 $0 $14,583 $1,758,526 $5,067,299

143 AEP Pro Serv, Inc. $0 $0 $0 $0 $0 $0 $0 $0
171 CSW Energy, Inc. 2,514,614 0 53,151 137,693 0 423 79,791 271,058
293 Elmwood 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 178,530 0 2,260 9,470 0 (201) 5,665 17,194
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $2,693,144 $0 $55,411 $147,162 $0 $222 $85,456 $288,251

270 Cook Coal Terminal $0 $0 $0 $56 $0 $0 $0 $56
AEP Generating Company $0 $0 $0 $56 $0 $0 $0 $56

104 Cardinal Operating Company $2,590 $0 $178 $145 $0 $0 $82 $405
181 Ohio Power Co - Generation 715,414 0 3,599 35,506 0 0 22,701 61,806

AEP Generation Resources - FERC $718,004 $0 $3,777 $35,650 $0 $0 $22,783 $62,210
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC $718,004 $0 $3,777 $35,650 $0 $0 $22,783 $62,210

Total $66,556,563 $0 $555,015 $3,496,784 $0 $15,088 $2,111,906 $6,178,793
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AMERICAN ELECTRIC POWER 
NONQUALIFIED RETIREMENT PLAN
ESTIMATED 2018 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $402,175 $0 $19,294 $21,629 $0 $0 $11,673 $52,596
215 Appalachian Power Co - Generation   18 0 3 1 0 0 1 5
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC $402,193 $0 $19,297 $21,630 $0 $0 $11,674 $52,601
225 Cedar Coal Co 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC $402,193 $0 $19,297 $21,630 $0 $0 $11,674 $52,601

211 AEP Texas Central Company - Distribution $1,962,432 $0 $5,101 $103,517 $0 $0 $56,959 $165,577
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 0 1 0 0 0 1

AEP Texas Central Co. $1,962,432 $0 $5,101 $103,518 $0 $0 $56,959 $165,578

170 Indiana Michigan Power Co - Distribution $98,249 $0 $10,349 $5,815 $0 $0 $2,852 $19,016
132 Indiana Michigan Power Co - Generation 0 0 0 0 0 0 0 0
190 Indiana Michigan Power Co - Nuclear 231,925 0 16,893 13,414 0 2 6,732 37,041
120 Indiana Michigan Power Co - Transmission 89,311 0 0 4,688 0 0 2,592 7,280
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC $419,485 $0 $27,242 $23,918 $0 $2 $12,176 $63,338
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $419,485 $0 $27,242 $23,918 $0 $2 $12,176 $63,338

110 Kentucky Power Co - Distribution $1,264 $0 $130 $69 $0 $0 $37 $236
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0

Kentucky Power Co. $1,264 $0 $130 $69 $0 $0 $37 $236

250 Ohio Power Co - Distribution $98,653 $0 $14,366 $6,181 $0 $0 $2,863 $23,410
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0

Ohio Power Co. $98,653 $0 $14,366 $6,181 $0 $0 $2,863 $23,410

167 Public Service Co of Oklahoma - Distribution $1,729,915 $0 $8,948 $91,794 $0 ($1) $50,210 $150,951
198 Public Service Co of Oklahoma - Generation 315,413 0 473 16,802 0 0 9,155 26,430
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma $2,045,328 $0 $9,421 $108,597 $0 ($1) $59,365 $177,382

159 Southwestern Electric Power Co - Distribution $400,125 $0 $37,286 $23,014 $0 $0 $11,614 $71,914
168 Southwestern Electric Power Co - Generation 803,767 0 877 42,848 0 0 23,329 67,054
161 Southwestern Electric Power Co - Texas - Distribution 248 0 0 14 0 0 7 21
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 70,943 0 0 3,504 0 0 2,059 5,563

Southwestern Electric Power Co. $1,275,083 $0 $38,163 $69,380 $0 $0 $37,009 $144,552

119 AEP Texas North Company - Distribution 705,037 0 0 36,887 0 0 20,463 57,350
166 AEP Texas North Company - Generation 529,307 0 0 27,972 0 0 15,363 43,335
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas North Co. $1,234,344 $0 $0 $64,859 $0 $0 $35,826 $100,685

230 Kingsport Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0

Kingsport Power Co. $0 $0 $0 $0 $0 $0 $0 $0

210 Wheeling Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0

Wheeling Power Co. $0 $0 $0 $0 $0 $0 $0 $0

103 American Electric Power Service Corporation $53,362,580 $0 $400,975 $2,847,446 $0 $158 $1,548,834 $4,797,413
American Electric Power Service Corp $53,362,580 $0 $400,975 $2,847,446 $0 $158 $1,548,834 $4,797,413

143 AEP Pro Serv, Inc. $0 $0 $0 $0 $0 $0 $0 $0
171 CSW Energy, Inc. 2,421,268 0 55,174 135,876 0 5 70,277 261,332
293 Elmwood 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 171,902 0 2,346 9,323 0 (2) 4,989 16,656
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $2,593,170 $0 $57,520 $145,199 $0 $3 $75,266 $277,988

270 Cook Coal Terminal $0 $0 $0 $62 $0 $0 $0 $62
AEP Generating Company $0 $0 $0 $62 $0 $0 $0 $62

104 Cardinal Operating Company $2,493 $0 $184 $135 $0 $0 $72 $391
181 Ohio Power Co - Generation 688,856 0 3,736 33,984 0 0 19,994 57,714

AEP Generation Resources - FERC $691,349 $0 $3,920 $34,119 $0 $0 $20,066 $58,105
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC $691,349 $0 $3,920 $34,119 $0 $0 $20,066 $58,105

Total $64,085,881 $0 $576,135 $3,424,978 $0 $162 $1,860,075 $5,861,350
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AMERICAN ELECTRIC POWER 
NONQUALIFIED RETIREMENT PLAN
ESTIMATED 2019 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $386,467 $0 $20,028 $21,273 $0 $0 $10,273 $51,574
215 Appalachian Power Co - Generation   17 0 4 (0) 0 0 0 4
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC $386,484 $0 $20,032 $21,273 $0 $0 $10,273 $51,578
225 Cedar Coal Co 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC $386,484 $0 $20,032 $21,273 $0 $0 $10,273 $51,578

211 AEP Texas Central Company - Distribution $1,885,784 $0 $5,296 $101,037 $0 $0 $50,130 $156,463
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 0 1 0 0 0 1

AEP Texas Central Co. $1,885,784 $0 $5,296 $101,038 $0 $0 $50,130 $156,464

170 Indiana Michigan Power Co - Distribution $94,411 $0 $10,743 $5,702 $0 $0 $2,510 $18,955
132 Indiana Michigan Power Co - Generation 0 0 0 0 0 0 0 0
190 Indiana Michigan Power Co - Nuclear 222,867 0 17,535 12,990 0 0 5,924 36,449
120 Indiana Michigan Power Co - Transmission 85,822 0 0 4,586 0 0 2,281 6,867
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC $403,100 $0 $28,278 $23,277 $0 $0 $10,715 $62,270
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $403,100 $0 $28,278 $23,277 $0 $0 $10,715 $62,270

110 Kentucky Power Co - Distribution $1,214 $0 $135 $68 $0 $0 $32 $235
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0

Kentucky Power Co. $1,214 $0 $135 $68 $0 $0 $32 $235

250 Ohio Power Co - Distribution $94,799 $0 $14,912 $6,048 $0 $0 $2,520 $23,480
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0

Ohio Power Co. $94,799 $0 $14,912 $6,048 $0 $0 $2,520 $23,480

167 Public Service Co of Oklahoma - Distribution $1,662,349 $0 $9,289 $90,244 $0 $0 $44,190 $143,723
198 Public Service Co of Oklahoma - Generation 303,094 0 491 16,404 0 0 8,057 24,952
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma $1,965,443 $0 $9,780 $106,648 $0 $0 $52,247 $168,675

159 Southwestern Electric Power Co - Distribution $384,497 $0 $38,705 $22,610 $0 $0 $10,221 $71,536
168 Southwestern Electric Power Co - Generation 772,373 0 910 41,856 0 0 20,532 63,298
161 Southwestern Electric Power Co - Texas - Distribution 238 0 0 13 0 0 6 19
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 68,172 0 0 3,393 0 0 1,812 5,205

Southwestern Electric Power Co. $1,225,280 $0 $39,615 $67,872 $0 $0 $32,571 $140,058

119 AEP Texas North Company - Distribution 677,499 0 0 36,055 0 0 18,010 54,065
166 AEP Texas North Company - Generation 508,634 0 0 27,302 0 0 13,521 40,823
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas North Co. $1,186,133 $0 $0 $63,357 $0 $0 $31,531 $94,888

230 Kingsport Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0

Kingsport Power Co. $0 $0 $0 $0 $0 $0 $0 $0

210 Wheeling Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0

Wheeling Power Co. $0 $0 $0 $0 $0 $0 $0 $0

103 American Electric Power Service Corporation $51,278,355 $0 $416,232 $2,786,734 $0 $0 $1,363,131 $4,566,097
American Electric Power Service Corp $51,278,355 $0 $416,232 $2,786,734 $0 $0 $1,363,131 $4,566,097

143 AEP Pro Serv, Inc. $0 $0 $0 $0 $0 $0 $0 $0
171 CSW Energy, Inc. 2,326,698 0 57,273 132,875 0 0 61,851 251,999
293 Elmwood 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 165,188 0 2,435 9,149 0 0 4,391 15,975
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $2,491,886 $0 $59,708 $142,023 $0 $0 $66,242 $267,973

270 Cook Coal Terminal $0 $0 $0 $69 $0 $0 $0 $69
AEP Generating Company $0 $0 $0 $69 $0 $0 $0 $69

104 Cardinal Operating Company $2,396 $0 $191 $135 $0 $0 $64 $390
181 Ohio Power Co - Generation 661,951 0 3,878 33,433 0 0 17,597 54,908

AEP Generation Resources - FERC $664,347 $0 $4,069 $33,568 $0 $0 $17,661 $55,298
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC $664,347 $0 $4,069 $33,568 $0 $0 $17,661 $55,298

Total $61,582,825 $0 $598,057 $3,351,976 $0 $0 $1,637,053 $5,587,086
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Excess Benefit Plan 25 

April 2014  

  
AMERICAN ELECTRIC POWER 
NONQUALIFIED RETIREMENT PLAN
ESTIMATED 2020 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $374,847 $0 $21,029 $19,853 $0 $0 $9,311 $50,193
215 Appalachian Power Co - Generation   16 0 4 0 0 0 0 4
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC $374,863 $0 $21,033 $19,853 $0 $0 $9,311 $50,197
225 Cedar Coal Co 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC $374,863 $0 $21,033 $19,853 $0 $0 $9,311 $50,197

211 AEP Texas Central Company - Distribution $1,829,084 $0 $5,560 $98,082 $0 $0 $45,432 $149,074
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 0 1 0 0 0 1

AEP Texas Central Co. $1,829,084 $0 $5,560 $98,082 $0 $0 $45,432 $149,074

170 Indiana Michigan Power Co - Distribution $91,573 $0 $11,280 $5,506 $0 $0 $2,275 $19,061
132 Indiana Michigan Power Co - Generation 0 0 0 0 0 0 0 0
190 Indiana Michigan Power Co - Nuclear 216,166 0 18,412 12,328 0 0 5,369 36,109
120 Indiana Michigan Power Co - Transmission 83,242 0 0 4,451 0 0 2,068 6,519
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC $390,981 $0 $29,692 $22,285 $0 $0 $9,712 $61,689
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $390,981 $0 $29,692 $22,285 $0 $0 $9,712 $61,689

110 Kentucky Power Co - Distribution $1,178 $0 $142 $66 $0 $0 $29 $237
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0

Kentucky Power Co. $1,178 $0 $142 $66 $0 $0 $29 $237

250 Ohio Power Co - Distribution $91,949 $0 $15,658 $5,923 $0 $0 $2,284 $23,865
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0

Ohio Power Co. $91,949 $0 $15,658 $5,923 $0 $0 $2,284 $23,865

167 Public Service Co of Oklahoma - Distribution $1,612,367 $0 $9,753 $87,470 $0 $0 $40,049 $137,272
198 Public Service Co of Oklahoma - Generation 293,980 0 515 15,859 0 0 7,302 23,676
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma $1,906,347 $0 $10,268 $103,329 $0 $0 $47,351 $160,948

159 Southwestern Electric Power Co - Distribution $372,936 $0 $40,640 $20,666 $0 $0 $9,263 $70,569
168 Southwestern Electric Power Co - Generation 749,150 0 955 40,525 0 0 18,608 60,088
161 Southwestern Electric Power Co - Texas - Distribution 231 0 0 13 0 0 6 19
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 66,122 0 0 3,497 0 0 1,642 5,139

Southwestern Electric Power Co. $1,188,439 $0 $41,595 $64,701 $0 $0 $29,519 $135,815

119 AEP Texas North Company - Distribution 657,129 0 0 34,979 0 0 16,322 51,301
166 AEP Texas North Company - Generation 493,341 0 0 26,438 0 0 12,254 38,692
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas North Co. $1,150,470 $0 $0 $61,417 $0 $0 $28,576 $89,993

230 Kingsport Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0

Kingsport Power Co. $0 $0 $0 $0 $0 $0 $0 $0

210 Wheeling Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0

Wheeling Power Co. $0 $0 $0 $0 $0 $0 $0 $0

103 American Electric Power Service Corporation $49,736,564 $0 $437,044 $2,703,956 $0 $0 $1,235,404 $4,376,404
American Electric Power Service Corp $49,736,564 $0 $437,044 $2,703,956 $0 $0 $1,235,404 $4,376,404

143 AEP Pro Serv, Inc. $0 $0 $0 $0 $0 $0 $0 $0
171 CSW Energy, Inc. 2,256,741 0 60,137 129,203 0 0 56,055 245,395
293 Elmwood 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 160,222 0 2,557 8,863 0 0 3,980 15,400
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $2,416,963 $0 $62,694 $138,066 $0 $0 $60,035 $260,795

270 Cook Coal Terminal $0 $0 $0 $47 $0 $0 $0 $47
AEP Generating Company $0 $0 $0 $47 $0 $0 $0 $47

104 Cardinal Operating Company $2,324 $0 $201 $134 $0 $0 $58 $393
181 Ohio Power Co - Generation 642,048 0 4,072 32,059 0 0 15,948 52,079

AEP Generation Resources - FERC $644,372 $0 $4,273 $32,193 $0 $0 $16,006 $52,472
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC $644,372 $0 $4,273 $32,193 $0 $0 $16,006 $52,472

Total $59,731,210 $0 $627,959 $3,249,919 $0 $0 $1,483,659 $5,361,537
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26 Excess Benefit Plan 

 Towers Watson Confidential 

  
AMERICAN ELECTRIC POWER 
NONQUALIFIED RETIREMENT PLAN
ESTIMATED 2021 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $362,971 $0 $22,081 $19,403 $0 $0 $8,452 $49,936
215 Appalachian Power Co - Generation   16 0 4 1 0 0 0 5
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC $362,987 $0 $22,085 $19,404 $0 $0 $8,452 $49,941
225 Cedar Coal Co 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC $362,987 $0 $22,085 $19,404 $0 $0 $8,452 $49,941

211 AEP Texas Central Company - Distribution $1,771,132 $0 $5,838 $94,939 $0 $0 $41,240 $142,017
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 0 1 0 0 0 1

AEP Texas Central Co. $1,771,132 $0 $5,838 $94,940 $0 $0 $41,240 $142,018

170 Indiana Michigan Power Co - Distribution $88,671 $0 $11,844 $5,270 $0 $0 $2,065 $19,179
132 Indiana Michigan Power Co - Generation 0 0 0 0 0 0 0 0
190 Indiana Michigan Power Co - Nuclear 209,317 0 19,333 12,194 0 0 4,874 36,401
120 Indiana Michigan Power Co - Transmission 80,605 0 0 4,313 0 0 1,877 6,190
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC $378,593 $0 $31,177 $21,777 $0 $0 $8,816 $61,770
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $378,593 $0 $31,177 $21,777 $0 $0 $8,816 $61,770

110 Kentucky Power Co - Distribution $1,141 $0 $149 $49 $0 $0 $27 $225
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0

Kentucky Power Co. $1,141 $0 $149 $49 $0 $0 $27 $225

250 Ohio Power Co - Distribution $89,036 $0 $16,441 $5,795 $0 $0 $2,073 $24,309
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0

Ohio Power Co. $89,036 $0 $16,441 $5,795 $0 $0 $2,073 $24,309

167 Public Service Co of Oklahoma - Distribution $1,561,282 $0 $10,241 $84,551 $0 $0 $36,354 $131,146
198 Public Service Co of Oklahoma - Generation 284,666 0 541 15,364 0 0 6,628 22,533
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma $1,845,948 $0 $10,782 $99,915 $0 $0 $42,982 $153,679

159 Southwestern Electric Power Co - Distribution $361,120 $0 $42,672 $20,494 $0 $0 $8,408 $71,574
168 Southwestern Electric Power Co - Generation 725,415 0 1,003 39,169 0 0 16,891 57,063
161 Southwestern Electric Power Co - Texas - Distribution 224 0 0 13 0 0 5 18
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 64,027 0 0 3,618 0 0 1,491 5,109

Southwestern Electric Power Co. $1,150,786 $0 $43,675 $63,293 $0 $0 $26,795 $133,763

119 AEP Texas North Company - Distribution 636,309 0 0 33,895 0 0 14,816 48,711
166 AEP Texas North Company - Generation 477,710 0 0 25,563 0 0 11,123 36,686
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas North Co. $1,114,019 $0 $0 $59,458 $0 $0 $25,939 $85,397

230 Kingsport Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0

Kingsport Power Co. $0 $0 $0 $0 $0 $0 $0 $0

210 Wheeling Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0

Wheeling Power Co. $0 $0 $0 $0 $0 $0 $0 $0

103 American Electric Power Service Corporation $48,160,757 $0 $458,896 $2,614,664 $0 $0 $1,121,397 $4,194,957
American Electric Power Service Corp $48,160,757 $0 $458,896 $2,614,664 $0 $0 $1,121,397 $4,194,957

143 AEP Pro Serv, Inc. $0 $0 $0 $0 $0 $0 $0 $0
171 CSW Energy, Inc. 2,185,241 0 63,144 124,628 0 0 50,882 238,654
293 Elmwood 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 155,145 0 2,685 8,344 0 0 3,612 14,641
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $2,340,386 $0 $65,829 $132,972 $0 $0 $54,494 $253,295

270 Cook Coal Terminal $0 $0 $0 $86 $0 $0 $0 $86
AEP Generating Company $0 $0 $0 $86 $0 $0 $0 $86

104 Cardinal Operating Company $2,250 $0 $211 $126 $0 $0 $52 $389
181 Ohio Power Co - Generation 621,706 0 4,276 30,843 0 0 14,476 49,595

AEP Generation Resources - FERC $623,956 $0 $4,487 $30,970 $0 $0 $14,528 $49,985
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC $623,956 $0 $4,487 $30,970 $0 $0 $14,528 $49,985

Total $57,838,741 $0 $659,359 $3,143,323 $0 $0 $1,346,743 $5,149,425
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April 2014  

  
AMERICAN ELECTRIC POWER 
NONQUALIFIED RETIREMENT PLAN
ESTIMATED 2022 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $350,296 $0 $23,185 $19,139 $0 $0 $7,691 $50,015
215 Appalachian Power Co - Generation   15 0 4 1 0 0 0 5
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC $350,311 $0 $23,189 $19,140 $0 $0 $7,691 $50,020
225 Cedar Coal Co 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC $350,311 $0 $23,189 $19,140 $0 $0 $7,691 $50,020

211 AEP Texas Central Company - Distribution $1,709,286 $0 $6,130 $91,747 $0 $0 $37,526 $135,403
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 0 1 0 0 0 1

AEP Texas Central Co. $1,709,286 $0 $6,130 $91,748 $0 $0 $37,526 $135,404

170 Indiana Michigan Power Co - Distribution $85,575 $0 $12,436 $5,111 $0 $0 $1,879 $19,426
132 Indiana Michigan Power Co - Generation 0 0 0 0 0 0 0 0
190 Indiana Michigan Power Co - Nuclear 202,008 0 20,299 11,991 0 0 4,435 36,725
120 Indiana Michigan Power Co - Transmission 77,790 0 0 4,167 0 0 1,708 5,875
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC $365,373 $0 $32,735 $21,268 $0 $0 $8,022 $62,025
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $365,373 $0 $32,735 $21,268 $0 $0 $8,022 $62,025

110 Kentucky Power Co - Distribution $1,101 $0 $156 $66 $0 $0 $24 $246
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0

Kentucky Power Co. $1,101 $0 $156 $66 $0 $0 $24 $246

250 Ohio Power Co - Distribution $85,927 $0 $17,263 $5,604 $0 $0 $1,886 $24,753
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0

Ohio Power Co. $85,927 $0 $17,263 $5,604 $0 $0 $1,886 $24,753

167 Public Service Co of Oklahoma - Distribution $1,506,763 $0 $10,753 $81,332 $0 $0 $33,080 $125,165
198 Public Service Co of Oklahoma - Generation 274,726 0 568 14,802 0 0 6,031 21,401
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma $1,781,489 $0 $11,321 $96,133 $0 $0 $39,111 $146,565

159 Southwestern Electric Power Co - Distribution $348,510 $0 $44,805 $20,228 $0 $0 $7,651 $72,684
168 Southwestern Electric Power Co - Generation 700,084 0 1,053 37,729 0 0 15,370 54,152
161 Southwestern Electric Power Co - Texas - Distribution 216 0 0 12 0 0 5 17
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 61,791 0 0 3,491 0 0 1,357 4,848

Southwestern Electric Power Co. $1,110,601 $0 $45,858 $61,461 $0 $0 $24,383 $131,702

119 AEP Texas North Company - Distribution 614,090 0 0 32,752 0 0 13,482 46,234
166 AEP Texas North Company - Generation 461,029 0 0 24,637 0 0 10,122 34,759
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas North Co. $1,075,119 $0 $0 $57,389 $0 $0 $23,604 $80,993

230 Kingsport Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0

Kingsport Power Co. $0 $0 $0 $0 $0 $0 $0 $0

210 Wheeling Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0

Wheeling Power Co. $0 $0 $0 $0 $0 $0 $0 $0

103 American Electric Power Service Corporation $46,479,024 $0 $481,841 $2,530,328 $0 $0 $1,020,417 $4,032,586
American Electric Power Service Corp $46,479,024 $0 $481,841 $2,530,328 $0 $0 $1,020,417 $4,032,586

143 AEP Pro Serv, Inc. $0 $0 $0 $0 $0 $0 $0 $0
171 CSW Energy, Inc. 2,108,934 0 66,301 120,587 0 0 46,300 233,188
293 Elmwood 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 149,728 0 2,819 8,441 0 0 3,287 14,547
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $2,258,662 $0 $69,120 $129,027 $0 $0 $49,587 $247,734

270 Cook Coal Terminal $0 $0 $0 $97 $0 $0 $0 $97
AEP Generating Company $0 $0 $0 $97 $0 $0 $0 $97

104 Cardinal Operating Company $2,172 $0 $222 $128 $0 $0 $48 $398
181 Ohio Power Co - Generation 599,997 0 4,490 30,142 0 0 13,173 47,805

AEP Generation Resources - FERC $602,169 $0 $4,712 $30,270 $0 $0 $13,221 $48,203
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC $602,169 $0 $4,712 $30,270 $0 $0 $13,221 $48,203

Total $55,819,062 $0 $692,325 $3,042,531 $0 $0 $1,225,472 $4,960,328
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 Towers Watson Confidential 

 

  

AMERICAN ELECTRIC POWER 
NONQUALIFIED RETIREMENT PLAN
ESTIMATED 2023 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $339,783 $0 $24,344 $17,975 $0 $0 $6,987 $49,306
215 Appalachian Power Co - Generation   15 0 4 1 0 0 0 5
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC $339,798 $0 $24,348 $17,976 $0 $0 $6,987 $49,311
225 Cedar Coal Co 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC $339,798 $0 $24,348 $17,976 $0 $0 $6,987 $49,311

211 AEP Texas Central Company - Distribution $1,657,986 $0 $6,437 $89,084 $0 $0 $34,094 $129,615
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 0 1 0 0 0 1

AEP Texas Central Co. $1,657,986 $0 $6,437 $89,085 $0 $0 $34,094 $129,616

170 Indiana Michigan Power Co - Distribution $83,007 $0 $13,058 $4,987 $0 $0 $1,707 $19,752
132 Indiana Michigan Power Co - Generation 0 0 0 0 0 0 0 0
190 Indiana Michigan Power Co - Nuclear 195,945 0 21,314 11,660 0 0 4,029 37,003
120 Indiana Michigan Power Co - Transmission 75,455 0 0 4,048 0 0 1,552 5,600
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC $354,407 $0 $34,372 $20,694 $0 $0 $7,288 $62,354
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $354,407 $0 $34,372 $20,694 $0 $0 $7,288 $62,354

110 Kentucky Power Co - Distribution $1,068 $0 $164 $64 $0 $0 $22 $250
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0

Kentucky Power Co. $1,068 $0 $164 $64 $0 $0 $22 $250

250 Ohio Power Co - Distribution $83,348 $0 $18,126 $5,466 $0 $0 $1,714 $25,306
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0

Ohio Power Co. $83,348 $0 $18,126 $5,466 $0 $0 $1,714 $25,306

167 Public Service Co of Oklahoma - Distribution $1,461,542 $0 $11,291 $78,789 $0 $0 $30,055 $120,135
198 Public Service Co of Oklahoma - Generation 266,481 0 597 14,338 0 0 5,480 20,415
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma $1,728,023 $0 $11,888 $93,127 $0 $0 $35,535 $140,550

159 Southwestern Electric Power Co - Distribution $338,051 $0 $47,046 $18,633 $0 $0 $6,952 $72,631
168 Southwestern Electric Power Co - Generation 679,073 0 1,106 36,520 0 0 13,964 51,590
161 Southwestern Electric Power Co - Texas - Distribution 209 0 0 12 0 0 4 16
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 59,937 0 0 3,386 0 0 1,233 4,619

Southwestern Electric Power Co. $1,077,270 $0 $48,152 $58,551 $0 $0 $22,153 $128,856

119 AEP Texas North Company - Distribution 595,659 0 0 31,843 0 0 12,249 44,092
166 AEP Texas North Company - Generation 447,192 0 0 23,880 0 0 9,196 33,076
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas North Co. $1,042,851 $0 $0 $55,723 $0 $0 $21,445 $77,168

230 Kingsport Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0

Kingsport Power Co. $0 $0 $0 $0 $0 $0 $0 $0

210 Wheeling Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0

Wheeling Power Co. $0 $0 $0 $0 $0 $0 $0 $0

103 American Electric Power Service Corporation $45,084,077 $0 $505,933 $2,459,010 $0 $0 $927,089 $3,892,032
American Electric Power Service Corp $45,084,077 $0 $505,933 $2,459,010 $0 $0 $927,089 $3,892,032

143 AEP Pro Serv, Inc. $0 $0 $0 $0 $0 $0 $0 $0
171 CSW Energy, Inc. 2,045,640 0 69,616 116,933 0 0 42,066 228,615
293 Elmwood 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 145,234 0 2,960 8,197 0 0 2,987 14,144
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $2,190,874 $0 $72,576 $125,129 $0 $0 $45,053 $242,758

270 Cook Coal Terminal $0 $0 $0 $139 $0 $0 $0 $139
AEP Generating Company $0 $0 $0 $139 $0 $0 $0 $139

104 Cardinal Operating Company $2,107 $0 $233 $129 $0 $0 $43 $405
181 Ohio Power Co - Generation 581,989 0 4,714 29,178 0 0 11,968 45,860

AEP Generation Resources - FERC $584,096 $0 $4,947 $29,307 $0 $0 $12,011 $46,265
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC $584,096 $0 $4,947 $29,307 $0 $0 $12,011 $46,265

Total $54,143,798 $0 $726,943 $2,954,272 $0 $0 $1,113,391 $4,794,606
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AMERICAN ELECTRIC POWER 
NONQUALIFIED RETIREMENT PLAN
ESTIMATED 2024 NET PERIODIC PENSION COST

Amortization of Net
Projected Market-Related Expected Prior Periodic
Benefit Value Service Interest Return Service Amortization of Pension

Location Obligation of Assets Cost Cost on Assets Cost Gain/Loss Cost

140 Appalachian Power Co - Distribution $329,935 $0 $25,561 $18,397 $0 $0 $6,351 $50,309
215 Appalachian Power Co - Generation   14 0 4 1 0 0 0 5
150 Appalachian Power Co - Transmission 0 0 0 0 0 0 0 0

Appalachian Power Co. - FERC $329,949 $0 $25,565 $18,398 $0 $0 $6,351 $50,314
225 Cedar Coal Co 0 0 0 0 0 0 0 0

Appalachian Power Co. - SEC $329,949 $0 $25,565 $18,398 $0 $0 $6,351 $50,314

211 AEP Texas Central Company - Distribution $1,609,933 $0 $6,759 $86,619 $0 $0 $30,988 $124,366
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 0 0 0 1 0 0 0 1

AEP Texas Central Co. $1,609,933 $0 $6,759 $86,620 $0 $0 $30,988 $124,367

170 Indiana Michigan Power Co - Distribution $80,601 $0 $13,711 $4,343 $0 $0 $1,551 $19,605
132 Indiana Michigan Power Co - Generation 0 0 0 0 0 0 0 0
190 Indiana Michigan Power Co - Nuclear 190,266 0 22,380 11,242 0 0 3,662 37,284
120 Indiana Michigan Power Co - Transmission 73,268 0 0 3,938 0 0 1,410 5,348
280 Ind Mich River Transp Lakin 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - FERC $344,135 $0 $36,091 $19,523 $0 $0 $6,623 $62,237
202 Price River Coal 0 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC $344,135 $0 $36,091 $19,523 $0 $0 $6,623 $62,237

110 Kentucky Power Co - Distribution $1,037 $0 $172 $63 $0 $0 $20 $255
117 Kentucky Power Co - Generation 0 0 0 0 0 0 0 0
180 Kentucky Power Co - Transmission 0 0 0 0 0 0 0 0
600 Kentucky Power Co. - Kammer Actives 0 0 0 0 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 0 0 0 0 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 0 0 0 0 0 0 0

Kentucky Power Co. $1,037 $0 $172 $63 $0 $0 $20 $255

250 Ohio Power Co - Distribution $80,932 $0 $19,032 $5,399 $0 $0 $1,558 $25,989
160 Ohio Power Co - Transmission 0 0 0 0 0 0 0 0

Ohio Power Co. $80,932 $0 $19,032 $5,399 $0 $0 $1,558 $25,989

167 Public Service Co of Oklahoma - Distribution $1,419,182 $0 $11,855 $76,866 $0 $0 $27,317 $116,038
198 Public Service Co of Oklahoma - Generation 258,757 0 626 13,908 0 0 4,981 19,515
114 Public Service Co of Oklahoma - Transmission 0 0 0 0 0 0 0 0

Public Service Co. of Oklahoma $1,677,939 $0 $12,481 $90,774 $0 $0 $32,298 $135,553

159 Southwestern Electric Power Co - Distribution $328,253 $0 $49,398 $19,334 $0 $0 $6,318 $75,050
168 Southwestern Electric Power Co - Generation 659,392 0 1,161 35,437 0 0 12,692 49,290
161 Southwestern Electric Power Co - Texas - Distribution 203 0 0 11 0 0 4 15
111 Southwestern Electric Power Co - Texas - Transmission 0 0 0 0 0 0 0 0
194 Southwestern Electric Power Co - Transmission 58,200 0 0 3,288 0 0 1,120 4,408

Southwestern Electric Power Co. $1,046,048 $0 $50,559 $58,071 $0 $0 $20,134 $128,764

119 AEP Texas North Company - Distribution 578,396 0 0 31,015 0 0 11,133 42,148
166 AEP Texas North Company - Generation 434,232 0 0 23,183 0 0 8,358 31,541
192 AEP Texas North Company - Transmission 0 0 0 0 0 0 0 0

AEP Texas North Co. $1,012,628 $0 $0 $54,198 $0 $0 $19,491 $73,689

230 Kingsport Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
260 Kingsport Power Co - Transmission 0 0 0 0 0 0 0 0

Kingsport Power Co. $0 $0 $0 $0 $0 $0 $0 $0

210 Wheeling Power Co - Distribution $0 $0 $0 $0 $0 $0 $0 $0
200 Wheeling Power Co - Transmission 0 0 0 0 0 0 0 0

Wheeling Power Co. $0 $0 $0 $0 $0 $0 $0 $0

103 American Electric Power Service Corporation $43,777,417 $0 $531,229 $2,386,398 $0 $0 $842,636 $3,760,263
American Electric Power Service Corp $43,777,417 $0 $531,229 $2,386,398 $0 $0 $842,636 $3,760,263

143 AEP Pro Serv, Inc. $0 $0 $0 $0 $0 $0 $0 $0
171 CSW Energy, Inc. 1,986,351 0 73,097 112,230 0 0 38,234 223,561
293 Elmwood 0 0 0 0 0 0 0 0
292 AEP River Operations LLC 141,025 0 3,108 7,969 0 0 2,714 13,791
189 Central Coal Company 0 0 0 0 0 0 0 0

Miscellaneous $2,127,376 $0 $76,205 $120,200 $0 $0 $40,948 $237,353

270 Cook Coal Terminal $0 $0 $0 $151 $0 $0 $0 $151
AEP Generating Company $0 $0 $0 $151 $0 $0 $0 $151

104 Cardinal Operating Company $2,046 $0 $244 $126 $0 $0 $39 $409
181 Ohio Power Co - Generation 565,122 0 4,950 28,279 0 0 10,878 44,107

AEP Generation Resources - FERC $567,168 $0 $5,194 $28,405 $0 $0 $10,917 $44,516
290 Conesville Coal Preparation Company 0 0 0 0 0 0 0 0

AEP Generation Resources - SEC $567,168 $0 $5,194 $28,405 $0 $0 $10,917 $44,516

Total $52,574,562 $0 $763,287 $2,868,199 $0 $0 $1,011,964 $4,643,450
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Purpose and actuarial statement 

Purposes of valuation 

American Electric Power retained Towers Watson Delaware Inc.  (“Towers Watson”), to perform an 
actuarial valuation of its postretirement welfare programs for the purpose of determining the following: 

(1) The value of benefit obligations as of January 1, 2014, and American Electric Power‘s 
postretirement welfare cost for fiscal year ending December 31, 2014, in accordance with FASB 
Accounting Standards Codification Topic 715 (ASC 715-60).  It is anticipated that a separate 
report will be prepared for year-end financial reporting and disclosure purposes. 

(2) Plan reporting information in accordance with FASB Accounting Standards Codification Topic 965 
(ASC 965). 

(3) Expected contributions under the plan sponsor’s funding policy for the 2014 plan year. 

(4) The estimated maximum tax-deductible contribution for the tax year in which the 2014 plan year 
ends as allowed by the Internal Revenue Code.  The maximum tax-deductible contribution should 
be finalized in consultation with American Electric Power’s tax advisor. 

This valuation has been conducted in accordance with generally accepted actuarial principles and 
practices.   

Reliances 

In preparing the results presented in this report, we have relied upon information regarding plan 
provisions, participants, claims data, contributions and assets (if any) provided by American Electric 
Power and other persons or organizations designated by American Electric Power. We have reviewed 
this information for overall reasonableness and consistency, but have neither audited nor 
independently verified this information. Based on discussions with and concurrence by the plan 
sponsor, assumptions or estimates may have been made if data were not available. We are not aware 
of any errors or omissions in the data that would have a significant effect on the results of our 
calculations.  We have relied on all the information provided as complete and accurate. The results 
presented in this report are dependent upon the accuracy and completeness of the underlying data 
and information. Any material inaccuracy in the data and information provided to us may have 
produced results that are not suitable for the purposes of this report and such inaccuracies, as 
corrected by American Electric Power, may produce materially different results that could require that 
a revised report be issued.  

Assumptions and methods under the Internal Revenue Code for contribution 
limit purposes 

The actuarial assumptions and methods employed in the development of the contribution limits have 
been selected by the plan sponsor, with the concurrence of Towers Watson. The Internal Revenue 
Code requires the use of reasonable assumptions (taking into account the experience of the plan and 
reasonable expectations) which, in combination, offer the actuary’s best estimate of anticipated 
experience under the plan. We believe that the assumptions used in our valuation are reasonable and 
appropriate for the purposes for which they have been used. 
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Assumptions and methods under ASC 715-60  

The actuarial assumptions and methods employed in the development of the postretirement welfare 
cost have been selected by the plan sponsor with the concurrence of Towers Watson, except for the 
expected rate of return on plan assets selected for fiscal 2014. Evaluation of the expected rate of 
return assumption was outside the scope of Towers Watson’s assignment and would have required 
substantial additional work that we were not engaged to perform. ASC 715-60 requires that each 
significant assumption “individually represent the best estimate of a particular future event”. 

Accumulated other comprehensive (income)/loss amounts shown in the report are shown prior to 
adjustment for deferred taxes. Any deferred tax effects in AOCI should be determined in consultation 
with American Electric Power’s tax advisors and auditors. 

Effects of Health Care Legislation 

In March 2010, the Patient Protection and Affordable Care Act (PPACA) and Health Care and 
Education Reconciliation Act (HCERA) were enacted. The key aspects of the Acts affecting American 
Electric Power's benefit obligation and cost of providing retiree medical benefits are:  
 
 Availability of subsidies from the Early Retiree Reinsurance Program (ERRP)  
 Preventive care benefits covered at 100% beginning in 2011  
 Mandatory coverage for adult children until age 26 beginning in 2011  
 Loss of the tax free status of the Retiree Drug Subsidy (RDS) beginning in 2013  
 Excise ("Cadillac") tax on high-cost plans beginning in 2018 
 Elimination of lifetime maximums beginning in 2011 
 Transitional reinsurance fees beginning in 2014 
 

All subsequent measurements for tax purposes reflect the new law. 

This valuation reflects our understanding of the relevant provisions of PPACA and HCERA. The IRS 
and HHS have yet to issue final guidance with respect to many aspects of this law.  It is possible that 
future guidance may conflict with our understanding of these laws based on currently available 
guidance and could therefore affect the results shown in this report. 

Nature of actuarial calculations 

The results shown in this report have been developed based on actuarial assumptions that, to the 
extent evaluated or selected by Towers Watson, we consider reasonable and within the "best-estimate 
range" as described by the Actuarial Standards of Practice. Other actuarial assumptions could also be 
considered to be reasonable and within the best-estimate range. Thus, reasonable results differing 
from those presented in this report could have been developed by selecting different points within the 
best-estimate ranges for various assumptions. 

The results shown in this report are estimates based on data that may be imperfect and on 
assumptions about future events that cannot be predicted with certainty.  The effects of certain plan 
provisions may be approximated, or determined to be insignificant and therefore not valued.  
Assumptions may be made, in consultation with American Electric Power, about participant data or 
other factors.  Reasonable efforts were made in preparing this valuation to confirm that items that are 
significant in the context of the actuarial liabilities or costs are treated appropriately, and are not 
excluded or included inappropriately.  The numbers shown in this report are not rounded. This is for 
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convenience only and should not imply precision; by their nature, actuarial calculations are not 
precise.   

If overall future plan experience produces higher benefit payments or lower investment returns than 
assumed, the relative level of plan costs or contribution requirements reported in this valuation will 
likely increase in future valuations (and vice versa).  Future actuarial measurements may differ 
significantly from the current measurements presented in this report due to many factors, including: 
plan experience differing from that anticipated by the economic or demographic assumptions; 
increases or reductions expected as part of the natural operation of the methodology used for the 
measurements (such as the end of an amortization period); and changes in plan provisions or 
applicable law.  It is beyond the scope of this valuation to analyze the potential range of future 
postretirement welfare contributions, but we can do so upon request. 

See Basis for Valuation in Section 1 below for a discussion of any material events that have occurred 
after the valuation date that are not reflected in this valuation. 

Limitations on use 

This report is provided subject to the terms set out herein and in our master consulting services 
agreement dated July 29, 2004, and any accompanying or referenced terms and conditions. 

The information contained in this report was prepared for the internal use of American Electric Power 
and its auditors in connection with our actuarial valuation of the postretirement welfare plan as 
described in Purposes of Valuation above. It is not intended for and may not be used for other 
purposes, and we accept no responsibility or liability in this regard. American Electric Power may 
distribute this actuarial valuation report to the appropriate authorities who have the legal right to 
require American Electric Power to provide them this report, in which case American Electric Power 
will use best efforts to notify Towers Watson in advance of this distribution, and will include the non-
reliance notice included at the end of this report. Further distribution to, or use by, other parties of all 
or part of this report is expressly prohibited without Towers Watson’s prior written consent.   In the 
absence of such consent and an express assumption of responsibility, we accept no responsibility 
whatsoever for any consequences arising from any third party relying on this report or any advice 
relating to its contents.  There are no intended third-party beneficiaries of this report or the work 
underlying it. 
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Professional Qualifications 

The undersigned consulting actuaries are members of the Society of Actuaries and meet the 
“Qualification Standards for Actuaries Issuing Statements of Actuarial Opinion in the United States” 
relating to postretirement welfare plans. Our objectivity is not impaired by any relationship between 
American Electric Power and our employer, Towers Watson Delaware Inc. 

 

 

 

 

 

Martin P. Franzinger, ASA, MAAA                                                                                                  
Consulting Actuary 

 

 

 
Chad M. Greenwalt, FSA, EA 
Consulting Actuary 
 

 

 

Joseph A. Perko, FSA, EA, MAAA                                                                                                           
Senior Consultant 

 

 

 

Towers Watson Delaware Inc. 

April 2014 
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Section 1: Summary of key results 

Benefit cost, assets & obligations 

All monetary amounts shown in US Dollars 
Fiscal Year Beginning January 1, 2014  January 1, 2013
Benefit Cost/ 
(Income) 

Net Periodic Postretirement Benefit 
Cost/(Income) 

($84,466,169) ($27,206,006)

Measurement Date January 1, 2014  January 1, 2013
Plan Assets Fair Value of Assets (FVA) 1,678,022,909 1,568,431,705 
Benefit 
Obligations 

Accumulated Postretirement Benefit 
Obligation (APBO) 

1,361,155,680 1,702,312,240 

Funded Status Funded Status 316,867,229 (133,880,535)
Accumulated 
Other 
Comprehensive 
(Income)/Loss 

Net Transition Obligation/(Asset) 0  0 
Net Prior Service Cost/(Credit) (692,534,083) (761,590,889)
Net Loss/(Gain) 393,952,797 895,454,738
Total Accumulated Other Comprehensive 
(Income)/Loss 

(298,581,286) 133,863,849

Assumptions1 Discount Rate 4.70%  3.95% 
 Expected Long-term Return on Plan Assets 6.75%  7.00% 
 Rate of Compensation/Salary Increase Rates vary by age 

from 3.5% to 11.5%  
Rates vary by age 

from 3.5% to 11.5% 
 Current Health Care Cost Trend Rate 6.50%  6.75% 
 Ultimate Health Care Cost Trend Rate 5.00%  5.00% 
 Year of Ultimate Trend Rate 2020  2020 
Participant Data Census Date January 1, 2014  January 1, 2013 

Plan reporting (ASC 965) for Plan Year Beginning January 1, 2014 January 1, 2013

 
Present value of accumulated benefits 1,361,705,751    1,702,879,344

Market value of assets 1,678,022,909    1,568,431,705
Plan reporting discount rate 4.70%    3.95%

 

Employer Contributions (net of Medicare subsidy) Plan Year 2014 Plan Year 2013
Cash Flow Funding Policy contributions 0    0  
 Maximum Tax Deductible contributions          86,031,463  (est.) 0  
 Actual contributions N/A    N/A  

 
Expected benefit payments and expenses, net 
of participant contributions 102,698,063    94,150,747  

Employer Contributions 

Employer contributions are the amounts paid by American Electric Power to provide for postretirement 
benefits, net of participant contributions and Medicare subsidy. Most participants receiving benefits are 
required to contribute toward the cost of the plan.  

                                                      
1 Rates are expressed on an annual basis where applicable. 
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American Electric Power’s funding policy is to contribute an amount equal to the postretirement 
welfare cost plus retiree drug subsidy payments received (the sum of which can be no less than zero).  
American Electric Power maximizes its contribution to the 401(h) account and contributes the 
remainder to the various VEBAs. American Electric Power may deviate from this policy, as permitted 
by its terms, based on cash, tax or other considerations. 

Postretirement welfare cost and funded position   
The cost of the postretirement welfare plan is determined in accordance with generally accepted 
accounting principles in the U.S. (“U.S. GAAP”). The Fiscal 2014 postretirement welfare benefit cost 
for the plan is $(84,466,169). Under U.S. GAAP, the funded position (fair value of plan assets less the 
projected benefit obligation, or “APBO”) of each postretirement welfare plan at the plan sponsor’s 
fiscal year-end (measurement date) is required to be reported as a liability. The APBO is the actuarial 
present value of benefits attributed to service rendered prior to the measurement date, taking into 
consideration expected future pay increases for pay-related plans. The plan’s (underfunded) APBO as 
of January 1, 2013 was $316,867,229 based on the fair value of plan assets of $1,678,022,909 and 
the APBO of $1,361,155,680. 

Fiscal year-end financial reporting information and disclosures are prepared before detailed participant 
data and full valuation results are available. Therefore, the postretirement benefit asset (liability) at 
January 1, 2014 was derived from a roll forward of the January 1, 2013 valuation results, adjusted for 
the year-end discount rate and asset values, as well as significant changes in plan provisions and 
participant population.  The next fiscal year financial reporting information will be developed based on 
the results of the January 1, 2014 valuation, projected to the end of the year and similarly adjusted for 
the year-end discount rate and asset values, as well as significant changes in plan provisions and 
participant population.  

Change in postretirement welfare cost and funded position  

The postretirement welfare cost decreased from $(27,206,006) in fiscal 2013 to $(84,466,169) in fiscal 
2014 and the funded position increased from $(133,880,535) on January 1, 2013 to $316,867,229 on 
January 1, 2014, as set forth below: 

All monetary amounts shown in US Dollars  
Postretirement Welfare Cost   

Prior year (27,206,006 )  

Change due to:    

► Expected based on prior valuation and contributions 
during prior year (1,570,214 )  

► Unexpected noninvestment experience 1,235,151   

► Unexpected investment experience (15,023,495 )  

► Assumption changes (41,901,605 )  

► Changes in substantive plan 0   

► Changes due to Affordable Care Act 0   

Current year (84,466,169 )  
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Significant reasons for these changes include the following: 

● On average, per capita claims costs increased greater than expected, which increased the 
postretirement welfare cost. 

 
All monetary amounts shown in US Dollars 

 
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
See Appendix A for additional details on per capita claims costs assumptions including assumed 
claims costs by age and/or morbidity adjustments applied. 

 
● The discount rate increased 75 basis points since the prior year which decreased the 

postretirement welfare cost. 
 
● The expected return on the fair value of assets was decreased from 7.00% to 6.75% which 

increased the postretirement welfare cost. 
 
● Actual asset returns during 2013 were more than the assumed rate of 7.00% which decreased the 

postretirement welfare cost. 

● The assumption for the percentage of future retirees electing coverage decreased from 95% for all 
years to 95% in 2014 and 2015 with the rate decreasing by 5% annually beginning in 2016 to an 
ultimate rate of 75% in 2019, which decreased the postretirement welfare cost. 

● The retiree medical persistency assumption was added stating that beginning in 2014.  Non-
capped retirees will drop coverage at a rate of 2% annually and Capped retirees will drop 
coverage at a rate of 4% annually which decreased the postretirement welfare cost. 

 
 

 2014 2013  
Medical (Overall Average)        

Under age 65        

► Aetna  9,425  9,066  

► Lumenos  9,591  8,970  

Age 65 and older (before Part D offsets)         

► COB  4,258  4,003  

► MOB  3,217  2,948  

► CSP  1,976  1,978  

Medicare Part D Subsidy offsets        

► MOB/COB (EGWP)  (805)  (891)  

► CSP (RDS)  (286)  (223)  
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Basis for valuation 

Appendix A summarizes the assumptions and methods used in the valuation.  Appendix B 
summarizes our understanding of the principal provisions of the plan being valued.  The most recent 
plan change reflected in this valuation was effective on January 1, 2013. 

Changes in Assumptions 

● Per capita claims costs were updated to reflect more recent retiree claims experience. 
● Discount rate was changed from 3.95% to 4.70%. 
● Mortality was updated for an additional year of mortality improvements. 
● The expected return on assets was decreased from 7.00% to 6.75% for postretirement welfare 

costs purposes.  The expected return on assets used to calculate funding requirements was also 
reduced by 25 basis points for each funding vehicle. 

● The assumption for the percentage of future retirees electing coverage decreased from 95% for all 
years to 95% in 2014 and 2015 with the rate decreasing by 5% annually beginning in 2016 to an 
ultimate rate of 75% in 2019. 

● The retiree medical persistency assumption was added stating that beginning in 2014.  Non-
capped retirees will drop coverage at a rate of 2% annually and Capped retirees will drop 
coverage at a rate of 4% annually. 
 

Changes in Methods 

None. 

Changes in Benefits Valued 

None. 
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Section 2 : Actuarial exhibits 
2.1 Balance sheet asset/(liability)  

All monetary amounts shown in US Dollars 
Measurement Date January 1, 2014 January 1, 2013

A Development of Balance Sheet 
Asset/(Liability)1 

1 Accumulated postretirement benefit 
obligation (APBO) 

1,361,155,680 1,702,312,240

2 Fair value of assets (FVA) 1,678,022,909 1,568,431,705
  3 Net balance sheet asset/(liability) 316,867,229 (133,880,535)

B Current and Noncurrent Allocation
1 Noncurrent assets 0 0 
2 Current liabilities 0 0 
3 Noncurrent liabilities 316,867,229 (133,880,535)
4 Net balance sheet asset/(liability) 316,867,229 (133,880,535)

C Accumulated Other Comprehensive 
(Income)/Loss 

1 Net transition obligation/(asset) 0 0 
2 Net prior service cost/(credit) (692,534,083) (761,590,889)
3 Net loss/(gain) 393,952,797 895,454,738
4 Accumulated other comprehensive 

(income)/loss2 
(298,581,286) 133,863,849 

D Assumptions and Dates 
1 Discount rate 4.70% 3.95% 
2 Rate of compensation/salary increase Rates vary by age from 

3.5% to 11.5%
Rates vary by age from 

3.5% to 11.5%
3 Current health care cost trend rate 6.50% 6.75% 
4 Ultimate health care cost trend rate 5.00% 5.00% 
5 Year of ultimate trend rate 2020 2020 
6 Census date January 1, 2014 January 1, 2013 

   

 

                                                      
1 Whether the amounts in this table that differ from those disclosed at year-end must be disclosed in subsequent interim 

financial statements should be determined. 
2 Amount shown is pre-tax and should be adjusted by plan sponsor for tax effects. 
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2.2 Summary and comparison of postretirement benefit cost and cash flows 

All monetary amounts shown in US Dollars 

Fiscal Year Ending December 31, 2014  December 31, 2013  

A Total Postretirement Benefit Cost       

1 Employer service cost 12,916,313    21,325,637  
2 Interest cost 62,195,689    66,243,553  

3 Expected return on assets (109,857,082)    (106,553,009)  

4 Subtotal (34,745,080)    (18,983,819)  

5 Net prior service cost/(credit) amortization (69,056,806)    (69,056,806)  

6 Net loss/(gain) amortization 19,335,717    60,834,619  

7 Transition obligation/(asset) amortization 0    0  

8 Amortization subtotal (49,721,089)    (8,222,187)  

9 Net periodic postretirement benefit cost/(income) (84,466,169)    (27,206,006)  

B Assumptions1     

1 Discount rate 4.70 %   3.95 %

2 Long-term rate of return on assets 6.75 %   7.00 %

3 Rate of compensation/salary increase 
Rates vary by age 

from 3.5% to 11.5%  
Rates vary by age 

from 3.5% to 11.5%  

4 Current health care cost trend rate 6.50 %   6.75 %

5 Ultimate health care cost trend rate  5.00 %   5.00 %

6 Year ultimate trend rate is expected 2020    2020  

C Census Date January 1, 2014    January 1, 2013  

D Assets at Beginning of Year     

1 Fair market value 1,678,022,909    1,568,431,705  

E Cash Flow Expected    Actual  

1 Employer contributions 0    0  

2 Plan participants’ contributions 30,994,353    38,769,562  

3 Benefits paid from plan assets 133,772,859    134,972,370  

4 Expected Medicare subsidy on current year benefit 
payments (80,443)    N/A  

 

                                                      
1 These assumptions were used to calculate the Net Postretirement Benefit Cost/ (Income) as of the beginning of the year.  

Rates are expressed on an annual basis where applicable.  For assumptions used for interim measurement periods, if any, 
refer to Appendix A. 
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2.3 Information for deferred tax calculations 

The following information is provided for purposes of determining the deferred portion of the tax 
provision and the deferred tax asset associated with the postretirement welfare cost and obligation, 
respectively. This information reflects the tax-exempt status of the Retiree Drug Subsidy (“RDS”) 
payment at the valuation date. 

 
All monetary amounts shown in US Dollars 

 Book Basis Net of Part 
D Subsidy

Tax Basis Net of Part D 
Subsidy after 2012

A Postretirement Welfare Cost     

1 Fiscal 2014 (84,466,169)   (100,327,313) 

2 Fiscal 2013 (27,206,006)   (45,021,502) 

B Funded Position     

1 Overfunded (underfunded) APBO 316,867,229   316,867,229 
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2.4 Detailed results for postretirement welfare cost and funded position  

All monetary amounts shown in US Dollars 

Detailed results January 1, 2014  January 1, 2013  

A Service Cost      

1 Medical 10,209,364    17,844,928 

2 Life insurance 2,704,640    3,475,991 

3 Dental 2,309    4,718 

4 Total 12,916,313    21,325,637 

B Accumulated Postretirement Benefit Obligation [APBO]      

1 Medical1:      

a Participants currently receiving benefits 744,543,186    920,847,291 

b Fully eligible active participants 24,418,320    24,157,727 

c Other participants 242,502,413    391,590,878 

d Total 1,011,463,919    1,336,595,896 

2 Life insurance:      

a Participants currently receiving benefits 257,582,776    258,635,009 

b Fully eligible active participants 7,452,219    5,716,564 

c Other participants 66,267,434    79,722,542 

d Total 331,302,429    344,074,115 

3 Dental:      

a Participants currently receiving benefits 17,893,482    20,798,974 

b Fully eligible active participants 0    0 

c Other participants 495,850    843,255 

d Total 18,389,332    21,642,229 

4 All Benefits:      

a Participants currently receiving benefits 1,020,019,444    1,200,281,274 

b Fully eligible active participants 31,870,539    29,874,291 

c Other participants 309,265,697    472,156,675 

d Total 1,361,155,680    1,702,312,240 

C Assets      

1 Fair value [FV] 1,678,022,909    1,568,431,705 

D Funded Position      

1 Overfunded (underfunded) APBO  316,867,229    (133,880,535) 

2 APBO funded percentage 123.3 %   92.1%

                                                      
1 The Transitional Reinsurance Fee was allocated among the different segments of the medical liability in proportion to the 

total medical liability. 
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E Amounts in Accumulated Other Comprehensive Income      

1 Prior service cost (credit) (692,534,083 )   (761,590,889) 

2 Net actuarial loss (gain) 393,952,797    895,454,738 

3 Transition obligation (asset) 0    0 

4 Total (298,581,286 )   133,863,849 

F Effect of Change in Health Care Cost Trend Rate      

1 One-percentage-point increase:      

a Sum of service cost and interest cost 2,684,320    4,434,775 

b APBO 56,819,974    95,451,772 

2 One-percentage-point decrease:      

a Sum of service cost and interest cost (2,065,260 )   (2,924,226) 

b APBO (46,669,068 )   (72,246,544) 
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2.5 ASC 965 (plan reporting) information (formerly SOP 92-6, as amended by 
SOP 01-2) 

All monetary amounts shown in US Dollars 

Summary of Present Value of Benefits January 1, 2014  January 1, 2013  

A Medical (ignoring Retiree Drug Subsidy)     

1 Current retirees 745,093,257   921,414,395 

2 Active participants fully eligible for participants 24,418,320   24,157,727 

3 Other active participants 242,502,413   391,590,878 

4 Total 1,012,013,990   1,337,163,000 

B Life Insurance     

1 Current retirees 257,582,776   258,635,009 

2 Active participants fully eligible for participants 7,452,219   5,716,564 

3 Other active participants 66,267,434   79,722,542 

4 Total 331,302,429   344,074,115 

C Dental     

1 Current retirees 17,893,482   20,798,974 

2 Active participants fully eligible for participants 0   0 

3 Other active participants 495,850   843,255 

4 Total 18,389,332   21,642,229 

D Total (ignoring Retiree Drug Subsidy)     

1 Current retirees 1,020,569,515   1,200,848,378 

2 Active participants fully eligible for participants 31,870,539   29,874,291 

3 Other active participants 309,265,697   472,156,675 

4 Total 1,361,705,751   1,702,879,344 

Actuarial assumptions and methods 

The key actuarial assumptions used for plan reporting calculations are the same as those used to 
determine the postretirement welfare cost and are shown in the Actuarial Assumptions and Methods 
section, except that the Retiree Drug Subsidy (RDS) associated with Medicare Part D is not reflected.  
For the prior valuation, a discount rate of 3.95% was used.  The same plan provisions shown in 
Appendix B were used to determine the present value of accumulated benefits. 
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Reconciliation of Present Value of Benefits Fiscal 2013  Fiscal 2012  

A Medical (ignoring Retiree Drug Subsidy)     

1 Benefit obligation, beginning of year 1,337,163,000   1,765,617,401 

2 Service cost 17,844,928   42,695,197 

3 Interest cost 51,716,805   82,868,101 

4 Participant contributions 29,543,748   29,426,161 

5 Actuarial (gain)/loss (302,373,040)   123,767,283 

6 Plan amendments 0   (578,273,313) 

7 Gross benefits paid (121,881,451)   (128,937,830) 

8 Benefit obligation, end of year 1,012,013,990   1,337,163,000 

B Life Insurance     

1 Benefit obligation, beginning of year 344,074,115   303,722,815 

2 Service cost 3,475,991   2,917,895 

3 Interest cost 13,476,642   14,287,347 

4 Participant contributions 1,590,196   1,686,524 

5 Actuarial (gain)/loss (16,861,174)   33,305,895 

6 Plan amendments 0   0 

7 Gross benefits paid (14,453,341)   (11,846,361) 

8 Benefit obligation, end of year 331,302,429   344,074,115 

C Dental     

1 Benefit obligation, beginning of year 21,642,229   21,070,446 

2 Service cost 4,718   5,434 

3 Interest cost 803,562   857,492 

4 Participant contributions 3,769,553   3,969,765 

5 Actuarial (gain)/loss (1,428,469)   1,856,905 

6 Plan amendments 0   0 

7 Gross benefits paid (6,402,261)   (6,117,813) 

8 Benefit obligation, end of year 18,389,332   21,642,229 

D Total (ignoring Retiree Drug Subsidy)     

1 Benefit obligation, beginning of year 1,702,879,344   2,090,410,662 

2 Service cost 21,325,637   45,618,526 

3 Interest cost 65,997,009   98,012,940 

4 Participant contributions 34,903,497   35,082,450 

5 Actuarial (gain)/loss (320,662,683)   158,930,083 

6 Plan amendments 0   (578,273,313) 

7 Gross benefits paid (142,737,053)   (146,902,004) 

8 Benefit obligation, end of year 1,361,705,751   1,702,879,344 
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2.6 Basic results for employer contributions - VEBAs 

All monetary amounts shown in US Dollars 
All Postretirement VEBAs Estimated

December 31, 2014  December 31, 2013

 

A Qualified Asset Account Limits [QAAL] 721,662,041    750,652,358 
 

B Assets     

1 Market value 1,308,712,908    1,322,244,577  

2 Unrecognized investment losses (gains) 0    0  

3 Actuarial value [AV] 1,308,712,908    1,322,244,577  

C Funded Position       

1 Unfunded account limits [QAAL – FV] (587,050,867)    (571,592,219)  

D Employer Contributions        

1 Maximum deductible available 84,581,378    77,026,026  

2 Qualified additions       

a Prior years’ carryover 0    0  

b Current year additions 0    0  

c Total deductions available [a + b] 0    0  

3 Other non-deductible current year additions 0    0  

4 Total additions [2.c + 3] 0    0  

a Life insurance VEBA 0    0  

b Union medical and dental VEBAs 0    0  

c Non-union medical and dental VEBAs 0    0  
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2.7 VEBA deduction limits 

All monetary amounts shown in US Dollars 
Life Insurance 2013    2012  

A Qualified Asset Account Limit (QAAL)  
 

 

1 December 31 actuarial accrued liability 217,706,691    171,324,145 

2 Unrecognized liability 0    0 

3 QAAL 217,706,691    171,324,145 

B Assets     

1 Market value as of December 31 140,680,665    140,292,810 

2 Unrecognized investment losses (gains) 0    0 

3 Actuarial value [AV] 140,680,665    140,292,810 

C Funded position     

1 Unfunded account limit [QAAL - AV] 77,026,026    31,031,335 

2 Contributions received in trust, but not yet deducted     

2009 0    0 

2010 0    0 

2011 0    0 

2012 0    0 

2013 0    N/A 

Total 0    0 

D Employer deductions for contributions to VEBAs     

1 Maximum deduction available1 [C.1 + Total of C.2] 77,026,026    31,031,335 

2 Qualified additions     

a Prior years’ carryover 0    0 

b Current year additions 0    0 

c Total deductions available [a + b] 0    0 

3 Other non-deductible current year additions 0    0 

4 Total additions [2.c + 3] 0    0 
 
 

1 Includes amounts not contributed. 
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All monetary amounts shown in US Dollars 

Union Medical and Dental 2013    2012  

A Qualified Asset Account Limit (QAAL)  
 

 

1 December 31 present value of projected benefits 212,964,386    253,933,697 

2 Unrecognized liability 0    0 

3 QAAL  212,964,386    253,933,697 

B Assets      

1 Market value as of December 31 436,275,257    419,870,918 

2 Unrecognized investment losses (gains) 0    0 

3 Actuarial value [AV] 436,275,257    419,870,918 

C Funded position       

1 Unfunded account limit [QAAL - AV] (233,310,871)    (165,937,221)  

2 Contributions received in trust, but not yet deducted      

2009 0    0 

2010 0    0 

2011 0    0 

2012 0    0 

2013 0    N/A 

Total 0    0 

D Employer deductions for contributions to VEBAs      

1 Maximum deduction available1 [C.1 + Total of C.2] 0    0 

2 Qualified additions      

a Prior years’ carryover 0    0 

b Current year additions 0    1,008,523 

c Total deductions available [a + b] 0    1,008,523 

3 Other non-deductible current year additions 0    0 

4 Total additions [2.c + 3] 0    1,008,523 
 

 

 

1 Includes amounts not contributed. 
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All monetary amounts shown in US Dollars 
 

Non-union Medical and Dental 2013    2012  

A Qualified Asset Account Limit (QAAL)  
 

 

1 December 31 present value of projected benefits 319,981,281    406,874,206

2 Unrecognized liability 0    0

3 QAAL  319,981,281    406,874,206

B Assets    

1 Market value as of December 31 745,288,655    706,535,443

2 Unrecognized investment losses (gains) 0    0

3 Actuarial value [AV] 745,288,655    706,535,443

C Funded position    

1 Unfunded account limit [QAAL - AV] (425,307,374)    (299,661,237)

2 Contributions received in trust, but not yet deducted    

2008 0    0

2009 105,440,603    105,440,603

2010 73,467,453    73,467,453

2011 38,701,148    38,701,148

2012 68,292,490    68,292,490

2013 0    N/A

Total 285,901,694    285,901,694

D Employer deductions for contributions to VEBAs    

1 Maximum deduction available1 [greater of C.1+C.2 and 0] 0    0

2 Qualified additions    

a Prior years’ carryover 0    0

b Current year additions 0    0

c Total deductions available [a + b] 0    0

3 Other non-deductible current year additions 0    68,292,400

4 Total additions [2.c + 3] 0    68,292,400

 
1 Includes amounts not contributed. 
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2.8 Cumulative nondeductible contributions 

All monetary amounts shown in US Dollars 
Non-union Retiree Medical and Dental VEBAs  
 

 

Contribution Year 

Contributions Made 
by December 31, 

2013, but Not 
Deducted as of 

December 31, 2012 Deductible in 2013

Remaining Nondeductible 
Contributions as of 
December 31, 2013  

 

 2005   0 0   0
2006   0 0   0
2007   0 0   0
2008   0 0   0
2009   105,440,603 0   105,440,603
2010   73,467,453 0   73,467,453
2011   38,701,148 0   38,701,148
2012   68,292,490 0   68,292,490
2013   0 0   0
Total   285,901,694 0   285,901,694

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Retiree Life Insurance VEBAs  
 

 

Contribution Year 

Contributions Made 
by December 31, 

2013, but Not 
Deducted as of 

December 31, 2012 Deductible in 2013

Remaining Nondeductible 
Contributions as of 
December 31, 2013  

 

 2005   0 0   0 
2006   0 0   0 
2007   0 0   0 
2008   0 0   0 
2009   0 0   0 
2010   0 0   0 
2011   0 0   0 
2012   0 0   0 
2013   0 0   0 
Total   0 0   0 
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2.9 Development of maximum deductible contribution – 401(h) 

All monetary amounts shown in US Dollars 

Plan Year Beginning January 1, 2014  

A Development of Maximum Deductible Contribution  

1 Present value of projected benefits 301,556,945  

2 Fair value of assets 354,307,378  

3 Unfunded surplus [1 - 2] (52,750,433)  

4 Average present value of future service 12  

5 Preliminary maximum deductible contribution   
a 10% of unfunded surplus [10% x A.3] (5,275,043)  
b Aggregate normal cost [A.3 / A.4] (4,395,869)  
c Greater of A.5.a, A.5.b and 0 0  

6 Preliminary maximum 2013 contribution [1.0753 x A.5.c] 0  

7 Subordination test (development shown below) 3,851,910  

8 Maximum deductible contribution ignoring expenses [lesser of A.6 and A.7] 0 

9 Total trust expenses paid from 401(h) account  1,450,085  

10 Maximum deductible contribution including expenses [A.8 + A.9] 1,450,085  

B Subordination Test  
Year-by-year minimum of actual pension plan contribution and pension plan normal cost with interest  
 

  Year West Plan East Plan  Combined Plan
   1992 9,766,169 N/A  N/A  
   1993 22,392,743 N/A  N/A  
   1994 21,208,326 N/A  N/A  
   1995 21,683,436 N/A  N/A  
   1996 20,271,648 N/A  N/A  
   1997 - 2002 0 N/A  N/A  
   2003 19,197,145 39,165,054 * N/A  
   2004 18,614,338 56,614,811  N/A  
   2005 16,222,550 55,872,817  N/A  
   2006 0 0  N/A  
   2007 0 0  N/A  
   2008 N/A N/A  0  
   2009 N/A N/A  100,540,448  
   2010 N/A N/A  125,586,018  
   2011 N/A N/A  62,751,522  
   2012 N/A N/A  0  
   2013 N/A N/A  0  
Cumulative pension contributions not for past service 149,356,355 151,652,681  589,887,025  
   x 1/3 x 1/3  x 1/3
   49,785,452 50,550,894  196,629,008
Cumulative 401(h) contributions before plan year 2014 49,785,452 50,550,894  192,777,098
Subordination limit 0 0  3,851,910

* Includes only portion of normal cost and contributions after 401(h) account adoption for indicated years.
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2.10 Expected benefit disbursements, administrative expenses, and 
participant contributions  

All monetary amounts shown in US Dollars 
  January 1, 2014 January 1, 2013 

A Medical and Dental    

1 Gross disbursements 117,516,479   114,982,040  

2 Participant contributions (29,490,760)   (33,396,799) 

3 Net disbursements 88,025,719   81,585,241  

B Life Insurance    

1 Gross disbursements 16,256,380   15,932,506  

2 Participant contributions (1,503,593)   (3,434,791) 

3 Net disbursements 14,752,787   12,497,715  

C Gross without RDS    

1 Gross disbursements 133,772,859   130,914,546  

2 Participant contributions (30,994,353)   (36,831,590) 

3 Net disbursements 102,778,506   94,082,956  

D RDS*    

1 Gross disbursements (80,443)   (67,791)  

2 Participant contributions 0   0  

3 Net disbursements (80,443)   (67,791)  

E Net with RDS    

1 Gross disbursements 133,692,416   130,982,337  

2 Participant contributions (30,994,353)   (36,831,590) 

3 Net disbursements 102,698,063   94,150,747  
 
* 2013-2014 RDS payments expected to be received in 2015-2016.
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Section 3 : Data exhibits 
3.1 Plan participant data 

All monetary amounts shown in US Dollars 
Census Date January 1, 2014 January 1, 2013
  
A Participating Employees 
 1 Number 
  a Fully eligible 694 466 
  b Other1 17,868 18,111 
  c Total participating employees 18,562 18,577 
 2 Total annual compensation/salary  $1,352,753,749 $1,315,622,699 
 3 Average compensation/salary  $74,532 $72,722 
 4 Average age (years) 46.63 46.44 
 5 Average credited service (years) 17.04 16.99 
 6 Average future working life (years) 
  a to full retirement age 11.696 11.921 
  b to full eligibility age 10.934 10.988 
   
B Retirees and Surviving Spouses  
 1 Retirees and Surviving Spouses 
  a Number under 65 3,282 3,640 
  b Number 65 and older 13,167 12,826 
  c Total 16,449 16,466 
  d Average age (years) 73.4 73.1
  e.  Age Distribution at January 1, 2013 
 Age Number
 Under 55 30 
 55-59 790 
 60-64 2,462 
 65-69 3,781 
 70-74 2,836 
 75-79 2,193 
 80-84 2,026 
 85 and over 2,331 
   
   
   
   
   
   
   
   

                                                      
1 Includes 412 disabled participants in 2014 and 509 disabled participants in 2013.  These participants were not included in the 
calculation of the other data statistics in this section. 
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Census Date January 1, 2014 January 1, 2013
 
 

   
C Dependents 
 1 Number 8,386 8,509 
 2 Average Age 68.4 68.0 
 3 Age Distribution at January 1, 2014 

Age Number
Under 55 301

55-59 953
60-64 1,916
65-69 2,025
70-74 1,316
75-79 997
80-84 560

85 and over 318
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3.2 Age and service distribution of participating employees 
All monetary amounts shown in US Dollars 

Attained 
Age 

  Attained Years of Credited Service and Number   
  0-4 5-9 10-14 15-19 20-24 25-29 30-34 Over 34 Total 

Under 25 Count 374 14 0 0 0 0 0 0 388
 Total Earnings $17,043,749 $666,220 $0 $0 $0 $0 $0 $0 $17,709,969 
 Average Earnings $45,572 $47,587 $0 $0 $0 $0 $0 $0 $45,644 
           
25-29 Count 651 519 5 0 0 0 0 0 1,175
 Total Earnings $34,367,753 $31,241,837 $313,245 $0 $0 $0 $0 $0 $65,922,835 
 Average Earnings $52,792 $60,196 $62,649 $0 $0 $0 $0 $0 $56,105 
           
30-34 Count 565 1,027 185 4 0 0 0 0 1,781
 Total Earnings $31,498,635 $68,155,586 $12,612,463 $226,116 $0 $0 $0 $0 $112,492,800 
 Average Earnings $55,750 $66,364 $68,175 $56,529 $0 $0 $0 $0 $63,163 
           
35-39 Count 400 907 400 129 2 0 0 0 1,838
 Total Earnings $22,715,631 $60,955,195 $30,171,485 $9,207,893 $145,913 $0 $0 $0 $123,196,116 
 Average Earnings $56,789 $67,205 $75,429 $71,379 $72,956 $0 $0 $0 $67,027 
           
40-44 Count 295 746 424 308 127 6 0 0 1,906
 Total Earnings $18,405,817 $51,978,546 $34,200,225 $23,699,975 $10,983,077 $370,576 $0 $0 $139,638,215 
 Average Earnings $62,393 $69,676 $80,661 $76,948 $86,481 $61,763 $0 $0 $73,262 
           
45-49 Count 225 531 343 306 524 316 12 0 2,257
 Total Earnings $14,223,755 $37,220,875 $28,242,172 $24,604,670 $45,884,337 $25,798,785 $829,894 $0 $176,804,488 
 Average Earnings $63,217 $70,096 $82,339 $80,407 $87,566 $81,642 $69,158 $0 $78,336 
           
50-54 Count 167 415 266 299 450 958 880 52 3,487
 Total Earnings $10,550,155 $29,744,248 $21,401,924 $22,752,208 $36,216,957 $82,447,248 $73,770,585 $3,960,518 $280,843,844 
 Average Earnings $63,175 $71,673 $80,458 $76,094 $80,482 $86,062 $83,830 $76,164 $80,540 
           
55-59 Count 131 278 178 175 321 608 1,099 765 3,555
 Total Earnings $8,731,784 $20,549,371 $15,221,089 $13,010,460 $25,574,985 $49,848,426 $96,148,930 $63,536,000 $292,621,045 
 Average Earnings $66,655 $73,919 $85,512 $74,345 $79,673 $81,988 $87,488 $83,054 $82,313 
           
60-64 Count 49 147 95 86 131 225 319 466 1,518
 Total Earnings $3,134,284 $11,072,642 $7,400,733 $7,490,071 $9,346,867 $18,172,569 $27,028,082 $40,027,608 $123,672,855 
 Average Earnings $63,965 $75,324 $77,902 $87,094 $71,350 $80,767 $84,728 $85,896 $81,471 
           
65-69 Count 0 38 29 18 17 31 28 58 219
 Total Earnings $0 $2,804,097 $2,615,636 $1,278,499 $1,160,164 $2,260,515 $2,621,214 $5,137,257 $17,877,382 
 Average Earnings $0 $73,792 $90,194 $71,028 $68,245 $72,920 $93,615 $88,573 $81,632 
           
70 & over Count 0 0 12 3 5 3 2 1 26
 Total Earnings $0 $0 $971,979 $133,783 $427,693 $213,410 $176,627 $50,708 $1,974,199 
  Average Earnings $0 $0 $80,998 $44,594 $85,539 $71,137 $88,313 $50,708 $75,931 
           
Total Count 2,857 4,622 1,937 1,328 1,577 2,147 2,340 1,342 18,150
 Total Earnings $160,671,562 $314,388,615 $153,150,951 $102,403,675 $129,739,993 $179,111,529 $200,575,332 $112,712,091 $1,352,753,748 
  Average Earnings $56,238 $68,020 $79,066 $77,111 $82,270 $83,424 $85,716 $83,988 $74,532 
Average: Age 47   Number of Participants: Fully eligible 694  Males 14,913   

 Service 17      Other 17,868  Females 3,237   
Census data as of January 1, 2014 
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 : Statement of actuarial Appendix A
assumptions and methods 

Actuarial Assumptions and Methods  Postretirement Welfare Cost and Funding/Tax 
Deductions Based on Plan Year beginning January 1, 2014 
 

 

Economic Assumptions 

 
Postretirement

Welfare Cost
Plan 

Reporting    
Employer

Contributions  

Discount rate1 4.70 % 4.70 %   N/A  

Rates of return on assets, pre-tax: 1       

401(h) accounts N/A  N/A    7.53 % 

Life insurance and union 
medical/dental N/A  N/A    6.60 % 

Non-union medical/dental N/A  N/A    6.64 % 

Aggregate 6.75 % N/A    N/A  

Annual rates of compensation increase1        

Representative rates Age  Rate     
< 26  11.50%     

26 – 30  9.50     
31 – 35  7.50     
36 – 40  6.50     
41 – 45  5.00     
46 – 50  4.00     

> 50  3.50     

Weighted average 4.95%       

Medical cost trend rate2 2014  6.50%     
 2015  6.25%     
 2016  6.00%     
 2017  5.75%     
 2018  5.50%     
 2019  5.25%     
 2020+  5.00%     

Dental cost trend rate2 2014+  5.00%   
 
  

1 Only discount rate and asset return assumptions vary between the reporting standards.  All other assumptions are consistent     
throughout.  

2 0% trend assumed for non-union VEBA account limit. 
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Participation Assumptions 
Inclusion Date The valuation date coincident with or next following the date on 

which the employee is hired. 

New or rehired employees It was assumed there will be no new or rehired employees. 

 Current Retirees Future Retirees 

Participation Based on valuation census 
data.   

95% in 2014 and 2015 with the rate 
decreasing by 5% annually 
beginning in 2016 to an ultimate 
rate of 75% in 2019. 

Persistency Non-capped retirees will 
drop coverage at a rate of 
2% annually and Capped 
retirees will drop coverage 
at a rate of 4% annually. 

Same as current retirees 

Percent married Based on valuation census 
data. 

69% for males, 50% for females. 

Spouse age Based on valuation census 
data. 

Wife three years younger than 
husband. 

 
 

Demographic Assumptions 
Mortality Preretirement: RP2000, projected to 2029. 

Postretirement: RP2000, projected to 2021. 

Disabled mortality 
(through age 65) 

Rates vary by age and sex. 

Representative rates: 
Age Males Females 
30 2.60% 2.60% 
40 2.60 2.60 
50 3.10 3.10 
60 6.20 6.20 

 

Disability Rates apply to employees not eligible to retire and vary by age and sex.  

Representative rates: 
Percentage becoming disabled during the year 

Age Males Females 
20 0.060% 0.090% 
30 0.060 0.090 
40 0.074 0.110 
50 0.178 0.270 
60 0.690 1.035 
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Termination  
(not due to disability  
or retirement) 

Rates apply to employees not eligible to retiree and vary by age and service. 

Representative rates: 

Percentage leaving during the year
Age 0 – 5 Years 5+ Years 
20 8.0% 8.0% 
30 8.0 5.0 
40 8.0 2.5 
50 8.0 4.0 
60 8.0 4.0 

 

 
 

Retirement Rates vary by age. 

Representative rates:  

Percentage retiring during the year
Age Rate 

55 – 57 7.0% 
58 – 60 10.0 
61 – 63 25.0 
64 – 65 50.0 
66 – 69 25.0 

70 100.0 
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2014 Per Capita Claims Costs 
Medical  

Prior to age 65 Age Aetna Lumenos 
< 50 5,957 6,061 

50 – 54 6,958 7,081 
55 – 59 7,749 7,885 
60 – 64 10,543 10,728 
Average 9,425 9,591 

 

Age 65 and after (net of 
Medicare Parts A & B) 

Age COB MOB CSP 
65 – 69 3,525 2,920 1,500 
70 – 74 4,095 3,377 1,755 
75 – 79 4,415 3,618 1,905 
80 – 84 4,602 3,744 1,980 
85 – 89 4,779 3,862 2,055 
90 – 94 4,594 3,686 2,025 
≥ 95 4,056 3,219 1,875 

Average 4,258 3,217 1,976 
 

Medicare Part D - RDS Age MOB/COB CSP 
65 – 69 N/A (260) 
70 – 74 N/A (293) 
75 – 79 N/A (304) 
80 – 84 N/A (301) 
85 – 89 N/A (299) 
90 – 94 N/A (273) 
≥ 95 N/A (221) 

Average N/A (286) 
 

 

Medicare Part D - Employer 
Group Waiver Plan (EGWP) 
for MOB/COB 

Age CMS Direct Payments 
& Catastrophic 
Reinsurance 

Manufacturer’s 
Discount 

65 – 69 (438) (294) 
70 – 74 (494) (332) 
75 – 79 (512) (344) 
80 – 84 (508) (341) 
85 – 89 (503) (338) 
90 – 94 (459) (308) 
≥ 95 (372) (250) 

Average (482) (323) 
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Expected EGWP subsidies for direct payments plus catastrophic reinsurance increase in future years at 
rates different than the annual trend assumption due to the progressive filling in of the Standard Part D 
“donut hole” between 2014 and 2020. 

 2014     12.1% 

 2015 8.2 

 2016 14.4 

 2017 13.5 

 2018 12.7 

 2019 13.1 

 2020+ 5.0 

Dental $308 

Medicare covered charges trend 
rate 

Same as medical cost trend, except for growth in expected EGWP 
subsidies differ as shown above. 

Retiree contribution trend rate Same as medical cost trend.  For capped retirees, future retiree 
contributions are developed based on expected gross costs 
compared to the applicable cap. 

Administrative expenses Included in claims costs shown above. 

Basis for Per Capita Claims Cost Assumptions 

Pre-65 retiree medical rates Aetna, Medco, Lumenos and Magellan supplied data on retiree 
medical claims incurred in 2012.  Claim experience rates are 
calculated for Aetna and Lumenos plans by dividing incurred claims 
by covered lives and trending forward two years to 2014.  
Adjustments for benefit, geographic and vendor efficiency 
differences are also made.  Medical and prescription drug claim 
rates are then multiplied by plan change factors representing the 
effect of any substantive plan design changes for 2014.  Aetna and 
Lumenos claims cost models are developed separately by age-
grading these claims rates over standard Towers Watson morbidity 
curves for both medical and prescription drugs to develop the 
quinquennial claims cost models. 

Post-65 retiree medical         
rates 

2014 monthly claim rates are calculated separately for MOB, COB 
and CSP Medicare-eligible plans by dividing 2012 incurred claims by 
covered lives and trending forward two years to 2014.  Prescription 
drug claim rates are then multiplied by pricing change factors 
representing the effect of any substantive design changes for 2014.  
MOB and COB claims cost models are developed separately by 
age-grading these claim rates over standard Towers Watson 
morbidity curves for both medical and prescription drugs to develop 
the quinquennial claims cost models. 

Dental rates Aetna supplied data on dental claims incurred in 2012.  Claims 
experience for all active and retired employees was analyzed to 
derive the dental claim rates. 

Medicare Part D Retiree Drug 
Subsidy (RDS) 

We calibrated our modelling tool to reflect the 2014 cost of the 
current prescription drug plans for AEP’s post-65 retirees.  The tool 
employs a continuance table of annual retiree drug utilization levels, 
developed from analyzing the experience of several large Towers 
Watson clients. 

After the plan-specific benefit provisions have been calibrated to 
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current costs, the Modeler trends costs forward to 2014.  Actuarial 
equivalence was determined using the following two-prong approach
outlined in the regulations for Medicare Part D: 

Gross Value Test – The Modeler calculates the value of standard 
Medicare Part D coverage and compares it to AEP’s plan costs.  
AEP’s plans passed this test by being richer than the projected 
value of standard Medicare part D coverage for these groups. 

Net Value Test – The net value prong of the test compares the value 
of Standard Part D coverage in 2014 minus the greater of 
$389.04 per year (the national average Part D premium) and 
25.5% of the gross value of Part D to the projected 2014 value 
of AEP coverage minus the average projected 2014 retiree 
contribution rate.  For this purpose, retiree contributions were 
assumed to apply pro rata between the value of medical 
benefits and prescription drug benefits. 

When the plans are deemed to be actuarially equivalent, the tool 
calculates the average expected value of the employer subsidy in 
2013, using the continuance table calibrated to AEP’s plan costs.  
This produced a 2014 per person employer subsidy of $286 for CSP.

Employer Group Waiver Plan 
(EGWP) 

Estimated plan cost offsets associated with transitioning to an 
EGWP arrangement were developed using the same post-65 retiree 
prescription drug continuance table that was used in the Retiree 
Drug Subsidy payment estimates.  AEP’s plan-specific benefit 
provisions were calibrated to current costs to estimate the level of 
pharmaceutical company discounts and reinsurance dollars that the 
plan would receive for participants who enter or exceed the Standard 
Medicare Part D “donut hole.”  An estimate of direct monthly 
government payments under the EGWP was provided by Express 
Scripts based on average Part D plan payments risk-adjusted for 
AEP’s post-65 retiree population.   

To account for the gradual fill-in of the “donut hole” through 2020, 
higher trend levels are applied to estimated direct monthly EGWP 
payments between 2014 (effective date of plan change) and 2020, 
after which EGWP plan cost offsets are assumed to increase at the 
valuation trend rate assumption. 

 

Additional Assumptions 
Excise tax To determine impact of the excise tax on the non-UMWA 

postretirement plan, we projected future gross plan costs using the 
valuation trend assumption and compared these on a year-by-year 
basis to the excise tax thresholds beginning in 2018 and projected to 
future years using CPI (CPI + 1% for 2019).  The expected cost of 
each non-UMWA benefit combination, which were blended pre-
65/post-65 based on headcounts, exceeded these thresholds at 
various points in time, but no earlier than 2040. 

The amount of the excise tax valued was 40% times the portion of the 
cost exceeding the thresholds, grossed up by 35% to account for the 
nondeductibility of these charges for AEP’s administrators. 

Timing of benefit payments Benefit payments are assumed to be made uniformly throughout the 
year and on average at mid-year. 
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Methods 
Census date January 1, 2014 

Measurement date January 1, 2014 

Service cost and APBO Costs are determined using the Projected Unit Credit Cost 
Method.  The annual service cost is equal to the present value of 
the portion of the projected benefit attributable to service during 
the upcoming year, and the Accumulated Postretirement Benefit 
Obligation (APBO) is equal to the present value of the portion of 
the projected benefit attributable to service before the valuation 
date.  Service from hire date through the expected full eligibility 
date is counted in allocating costs. 

Market-related value of assets The fair value of assets on the measurement date. 

Amortization of unamortized amounts:  

Prior service cost (credit) Increase in APBO resulting from a plan amendment is amortized 
on a straight-line basis over the average expected remaining 
service of active participants expected to benefit under the plan. 
Amortization of net prior service cost/(credit) resulting from a plan 
change is included as a component of Net Periodic Postretirement 
Benefit Cost/(Income) in the year first recognized and every year 
thereafter until such time as it is fully amortized.  The annual 
amortization payment is determined in the first year as the 
increase in APBO due to the plan change divided by the average 
remaining service period to full eligibility for participating 
employees expected to receive benefits under the Plan.  
Reductions in APBO first reduce any unrecognized prior service 
cost; any remaining amount is amortized on a straight-line basis 
as described above. 

Net loss (gain) Amortization of the net gain or loss resulting from experience 
different from that assumed and from changes in assumptions 
(excluding asset gains and losses not yet reflected in market-
related value) is included as a component of Net Periodic 
Postretirement Benefit Cost/(Income) for a year.   

Net loss (gain) in excess of 10% of the greater of APBO or the 
market-related value of assets is amortized on a straight-line 
basis over the average expected remaining service of active 
participants expected to benefit under the plan. 

 

ASC 965 (formerly SOP 92-6)  

Present value of benefits Present value of benefits is equal to the present value of the 
portion of the projected benefit attributable to service before the 
valuation date.  Service from hire date through the expected full 
eligibility date is counted in allocating costs. 

Funding policy AEP’s funding policy is to contribute an amount equal to the 
postretirement welfare cost plus retiree drug subsidy payments 
received (the sum of which can be no less than zero). AEP 
maximizes its contribution to the 401(h) account and contributes 
the remainder to the VEBAs. 
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Benefits Not Valued All benefits described in the Plan Provisions section of this report 
were valued.  Life insurance benefits in excess of $50,000 and 
health care benefits for key employees were not included in 
determining the maximum deductible contribution.                       
Towers Watson has reviewed the plan provisions with AEP and 
based on that review is not aware of any significant benefits 
required to be valued that were not included. 

Change in Assumptions and Methods 
Since Prior Valuation 

The discount rate for APBO was changed from 3.95% to 4.70%. 

Mortality was updated to reflect an additional year of mortality 
improvements. 

Per capita claims costs were updated to reflect 2012 claims 
experience. 

The percentage of future retirees electing coverage decreased 
from 95% for all years to 95% in 2014 and 2015 with the rate 
decreasing by 5% annually beginning in 2016 to an ultimate rate 
of 75% in 2019. 

A persistency assumption was added stating that beginning in 
2014.  Non-capped retirees will drop coverage at a rate of 2% 
annually and Capped retirees will drop coverage at a rate of 4% 
annually. 

 

Data Sources 
American Electric Power (AEP), through its third party administrator, furnished active participant data as of 
January 1, 2014.   AEP provided inactive participant data as of January 1, 2014.  AEP also provided the 
accrued postretirement benefit costs as of December 31, 2013.  Health plan vendors furnished the claims 
cost data.  Data were reviewed for reasonableness and consistency, but no audit was performed. Based 
on discussions with the plan sponsor, assumptions or estimates were made when data were not available, 
and the data was adjusted to reflect any significant events that occurred between the date the data was 
collected and the measurement date. We are not aware of any errors or omissions in the data that would 
have a significant effect on the results of our calculations. 
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 : Summary of substantive plan Appendix B
provisions 

Health Care Benefits 

Eligibility  Participants are eligible upon retirement after age 55 with ten years of 
service or upon attaining age 55 with ten years of service after 
becoming permanently disabled.  If involuntary termination, then 
eligible after age 50 with ten years of service. 

Employees hired on or after January 1, 2014 are not eligible to 
participate in the plan. 

Surviving spouse After the death of a retiree or active employee eligible to retire, 
surviving spouses are eligible until death or remarriage.  Surviving 
children are also eligible, subject to the limiting age provision outlined 
above.

Dependent Eligible dependents are spouse, unmarried children under  
age 19 (age 25 if a full-time student) and unmarried disabled children 
of any age.

Benefits The AEP Post-65 Medical Plan provides broad medical coverage with 
a deductible of $200, 80% coinsurance and a maximum annual out-of-
pocket expense of $2,000 per person. Discounted charges and 
different benefits ($250 deductible, 85% coinsurance and a $2,500 out-
of-pocket maximum) may be obtained by pre-65 retirees electing to 
use Aetna network providers.   

Pre-65 retirees who live in areas designated as “Network Area” will 
have reduced benefits ($500 deductible, 70% coinsurance, $5,000 out-
of-pocket maximum) if they do not use network providers.  
Alternatively, these retirees can elect coverage under consumer driven 
health plan designs. 

Prescription drug benefits are provided under a separate design with 
the following copayments for those who do not enroll in a consumer 
driven health plan:

  
Generic 

Brand Name 
Formulary 

Brand Name 
Nonformulary 

 30-day retail $5 copay 20%           
$20 minimum  

$100 maximum 

20%           
$35 minimum  

$200 maximum

 90-day retail $12 copay 20%           
$50 minimum  

$200 maximum 

20%           
$90 minimum  

$300 maximum

 Prescription drug benefits are also subject to a $50 deductible and a 
$1,000 out-of-pocket maximum per person. 
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Benefits after age 65 are coordinated with Medicare using the carve-
out method (MOB benefits).  Participants have the option to "buy up" to 
exclusion coordination of benefits coverage (COB benefits).  Exclusion 
coordination is automatically provided to East retirees who attained 
age 65 prior to January 1, 2001. 

Deductibles and out-of-pocket maximums are assumed to increase 
over time at approximately the same rate as benefit costs. 

Postretirement contributions Participant contributions are determined as a percentage of plan costs 
and vary by points (age at retirement plus service) as follows: 
 

Points Retiree Cost 
 65-69                           46% 
 70-74                           42 

75-79  36 
80-84 32 
85-89 26 

 90-94   22 
 95+ 20 
 Grandfathered 20 

For participants retiring on or after January 1, 2013, AEP’s subsidy is 
capped at $11,500 and $3,500 times employer cost sharing 
percentage for pre-65 and post-65 participants, respectively. 

For East participants who retired prior to January 1, 1989, and West 
participants who retired prior to January 1, 1993, no contributions are 
required. 

For East participants who retired on or after January 1, 1989, and West 
participants who retired on or after January 1, 1993, the 20% 
"Grandfathered" contributions are in effect if they retired by December 
31, 2000, or attained age 50 and had ten or more years of service with 
the company on that date.  The percentages described above are 
applied to plan costs that differ from the per capita claims costs 
assumed in the valuation as follows:   

The Medicare status of dependents is not used to determine whether 
“pre-65” or “post-65” rates apply.  The pre-65 plan rates used to 
calculate participant contributions are a blend of pre-65 retiree costs 
and active employee costs for those participants retired prior to 
January 1, 2013, only. 

For purposes of determining retiree contribution rates, AEP excludes 
the government’s monthly direct payment amount from offsetting the 
plan cost to which the contribution percentages are applied.

 
Disabled employee               
contributions 

 
Disabled employees have a provision where active employee 
contribution rates are charged while an employee remains disabled 
and is receiving LTD benefits.   
 
If an employee retires while disabled and became disabled before 
January 1, 2001, the waiver of premium provision continues for life as 
long as the retirement commenced on or before September 1, 2013.  If 
an employee retires while disabled and became disabled after January 
1, 2001, the employee will continue to accrue points as if actively-at-
work until age 65 and be subject to the same contribution schedule as 
normal retirees. 
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Those participants retiring after January 1, 2013, pay a percentage of 
true pre-65 retiree costs. 

 

Life Insurance Benefits 
Grandfathered participants Participants over age 50 with ten years of service as of December 31, 

2000. 

Grandfathered benefits Grandfathered participants have the option of keeping current 
coverage.  Active employee coverage for grandfathered East 
participants is one times final base pay at no cost with the option to 
buy up to two times base pay.  The entire amount of coverage (basic 
plus supplemental) in force prior to retirement can be carried into 
retirement subject to reduction beginning at age 66.  Current coverage 
for grandfathered West participants is one and one-half times final 
base pay prior to age 60, one times final base pay from age 60 to 64 
and one-half times final base pay after age 65. 

 Life Insurance Benefit Reduction Table 
 for Grandfathered East Participants 

 
       Years of        Age 70 
 Coverage Age 66 Age 67 Age 68 Age 69 or Over 
 10 – 11    65%   55%    45%    35%    25% 
 11 – 12 70   60 50 40 30 
 12 – 13 75 65 55 45 35 
 13 – 14 80 70 60 50 40 
 14 – 15 85 75 65 55 45 
 15 or  more 90 80 70 60 50 

 
Grandfathered contributions Grandfathered East retirees must contribute $0.60/$1,000 of coverage 

(basic + supplemental) per month.  West retirees are not required to 
contribute to the cost of coverage. 

Nongrandfathered benefits $30,000 for those hired before January 1, 2011.  No benefit for those 
hired on or after January 1, 2011. 

 

Dental Benefits 
Eligibility Participants, including retirees and surviving dependents, are eligible 

upon retirement after age 55 with ten years of service.  There is a one-
time election and if coverage terminates there is no opportunity to 
reenroll. 

Employees hired on or after January 1, 2014 are not eligible to 
participate in the plan. 

Benefits The AEP Dental Plan provides dental coverage with a deductible of 
$50 single/$150 family, 100% coinsurance for preventive care, 80% 
coinsurance for basic restorative care, 50% coinsurance for major 
restorative care and 50% coinsurance for orthodontia. 

Most retirees pay the full cost of dental coverage if they enroll.  CSW 
employees who retire before January 1, 1993, contribute nothing to 
enroll for dental coverage.  Former CSW employees retiring after 
January 1, 1993, who were either retired or had attained age 50 with 
ten years of service as of January 1, 2001, pay 30%. 
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Changes in Benefits Valued Since Prior Year 
 
None 
 
 
 

Overview of Benefits Provided by Funding Vehicles 
 
Funding vehicle 
 
Non-union postretirement  
medical/dental VEBAs 
 
 
 
Union postretirement  
medical/dental VEBAs 
 
Postretirement life insurance 
VEBA 
 
401(h) account 
 

 
Provides for 
 
100% of medical benefits to non-union employees before 
2016 and 50% of retiree medical benefits thereafter. 
 
100% of dental benefits to non-union employees. 
 
100% of medical/dental benefits to union employees. 
 
 
Life insurance benefits for all retirees. 
 
 
50% of retiree medical benefits after 2015 for non-union 
retirees. 
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 : Results by business unit Appendix C
 

 

 

 

 

 

 

 

 

 

Summary of key assumptions for Appendix C of 2014 NUMWA Postretirement Health Care Plan valuation report:

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Discount Rate 4.70% 5.30% 5.50% 5.60% 5.70% 5.80% 5.80% 5.80% 5.80% 5.80% 5.80%
Expected Return on Assets 6.75% 6.75% 6.75% 6.75% 6.75% 6.75% 6.75% 6.75% 6.75% 6.75% 6.75%
Initial Medical Trend 6.50% 6.25% 6.00% 5.75% 5.50% 5.25% 5.00% 5.00% 5.00% 5.00% 5.00%

Expected mortality IRS-prescribed mortality table for minimum funding purposes, with adoption of RP-2014 and projection scale MP-2014 at year end 2015.
Valuation and data January 1, 2014
Per capita claims costs 2014 cost models based on actual claims experience incurred through December 31, 2012.
Non-UMWA PRW Plan participation assumption: 95% of future retirees will elect coverage in 2014 and 2015, with rate decreasing by 5% annually beginning in 2016 to ultimate rate of 75% in 2019+. 
Non-UMWA PRW Plan persistency assumption: Beginning in 2014, non-capped retirees will drop coverage at a rate of 2% annually; Capped retirees will drop coverage at a rate of 4% annually. 
Includes Transitional Reinsurance Fees and Comparative Effectiveness fees under Health Care Reform
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AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
SUMMARY OF PLAN PARTICIPANTS FOR THE 2014 VALUATION

Retired Participants
Nonretired Participants Dependent Surviving

Location Active Disabled Total Retiree Spouse Spouse Total

140 Appalachian Power Co. - Distribution 1,026 38 1,064 1,139 741 342 2,222
215 Appalachian Power Co. - Generation   878 47 925 898 620 204 1,722
150 Appalachian Power Co. - Transmission 57 8 65 137 105 6 248

Appalachian Power Co. - FERC 1,961 93 2,054 2,174 1,466 552 4,192
225 Cedar Coal Co 0 0 0 13 5 15 33

Appalachian Power Co. - SEC 1,961 93 2,054 2,187 1,471 567 4,225

211 AEP Texas Central Company - Distribution 904 29 933 900 555 266 1,721
147 AEP Texas Central Company - Generation 0 0 0 0 0 0 0
169 AEP Texas Central Company - Transmission 115 1 116 80 46 30 156

AEP Texas Central Co. 1,019 30 1,049 980 601 296 1,877

170 Indiana Michigan Power Co. - Distribution 581 6 587 664 377 237 1,278
132 Indiana Michigan Power Co. - Generation 380 7 387 274 183 82 539
190 Indiana Michigan Power Co. - Nuclear 1,158 17 1,175 393 259 52 704
120 Indiana Michigan Power Co. - Transmission 131 1 132 124 88 10 222
280 Ind Mich River Transp Lakin 319 20 339 119 49 27 195

Indiana Michigan Power Co. - FERC 2,569 51 2,620 1,574 956 408 2,938
202 Price River Coal 0 0 0 0 0 0 0

Indiana Michigan Power Co. - SEC 2,569 51 2,620 1,574 956 408 2,938

110 Kentucky Power Co. - Distribution 246 12 258 180 94 60 334
117 Kentucky Power Co. - Generation 85 9 94 125 89 31 245
180 Kentucky Power Co. - Transmission 32 1 33 16 13 0 29
600 Kentucky Power Co. - Kammer Actives 39 0 39 0 0 0 0
701 Kentucky Power Co. - Mitchell Actives 240 0 240 0 0 0 0
702 Kentucky Power Co. - Mitchell Inactives 0 4 4 96 73 6 175

Kentucky Power Co. 642 26 668 417 269 97 783

250 Ohio Power Co. - Distribution 1,528 26 1,554 1,717 1,010 427 3,154
160 Ohio Power Co. - Transmission 13 4 17 229 160 49 438

Ohio Power Co. 1,541 30 1,571 1,946 1,170 476 3,592

167 Public Service Co. of Oklahoma - Distribution 679 16 695 534 336 158 1,028
198 Public Service Co. of Oklahoma - Generation 371 6 377 214 137 55 406
114 Public Service Co. of Oklahoma - Transmission 95 3 98 55 38 13 106

Public Service Co. of Oklahoma 1,145 25 1,170 803 511 226 1,540

159 Southwestern Electric Power Co. - Distribution 524 10 534 326 203 84 613
168 Southwestern Electric Power Co. - Generation 597 11 608 271 184 78 533
161 Southwestern Electric Power Co. - Texas - Distribution 241 7 248 154 97 39 290
111 Southwestern Electric Power Co. - Texas - Transmission 0 0 0 0 0 0 0
194 Southwestern Electric Power Co. - Transmission 84 1 85 54 34 17 105

Southwestern Electric Power Co. 1,446 29 1,475 805 518 218 1,541

119 AEP Texas North Company - Distribution 252 13 265 241 138 66 445
166 AEP Texas North Company - Generation 0 0 0 114 62 38 214
192 AEP Texas North Company - Transmission 59 0 59 35 18 8 61

AEP Texas North Co. 311 13 324 390 218 112 720

230 Kingsport Power Co. - Distribution 52 1 53 50 31 15 96
260 Kingsport Power Co. - Transmission 5 1 6 7 3 1 11

Kingsport Power Co. 57 2 59 57 34 16 107

210 Wheeling Power Co. - Distribution 46 3 49 62 41 31 134
200 Wheeling Power Co. - Transmission 0 0 0 3 2 9 14

Wheeling Power Co. 46 3 49 65 43 40 148

103 American Electric Power Service Corporation 5,344 54 5,398 2,732 1,639 239 4,610
American Electric Power Service Corporation 5,344 54 5,398 2,732 1,639 239 4,610

143 AEP Pro Serv, Inc. 0 0 0 1 1 0 2
171 CSW Energy, Inc. 90 0 90 8 1 0 9
293 Elmwood 81 3 84 18 4 0 22
292 AEP River Operations LLC 949 17 966 57 21 0 78
189 Central Coal Company 0 0 0 0 0 0 0

Miscellaneous 1,120 20 1,140 84 27 0 111

270 Cook Coal Terminal 22 0 22 8 6 2 16
AEP Generating Company 22 0 22 8 6 2 16

104 Cardinal Operating Company 300 5 305 197 134 46 377
181 Ohio Power Co. - Generation 627 31 658 1,171 778 276 2,225

AEP Generation Resources - FERC 927 36 963 1,368 912 322 2,602
290 Conesville Coal Preparation Company 0 0 0 13 11 1 25

AEP Generation Resources - SEC 927 36 963 1,381 923 323 2,627

Total 18,150 412 18,562 13,429 8,386 3,020 24,835
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AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
2014 NET PERIODIC POSTRETIREMENT BENEFIT COST

Accumulated Expected Net Expected Net Periodic
Postretirement Benefit Fair Value Service Interest Return on Amortizations Postretirement

Location Benefit Obligation Payments of Assets Cost Cost Assets PSC (G)/L Benefit Cost

140 Appalachian Power Co. - Distribution $118,157,017 $9,669,233 $145,663,119 $759,058 $5,364,438 ($9,536,297) ($5,097,397) $1,678,464 ($6,831,734)
215 Appalachian Power Co. - Generation   $97,377,175 $7,844,094 $120,045,879 $652,670 $4,425,183 ($7,859,184) ($4,162,884) $1,383,279 ($5,560,936)
150 Appalachian Power Co. - Transmission $13,122,077 $998,263 $16,176,802 $35,802 $595,231 ($1,059,066) ($781,538) $186,404 ($1,023,167)

Appalachian Power Co. - FERC $228,656,270 $18,511,589 $281,885,800 $1,447,530 $10,384,852 ($18,454,547) ($10,041,819) $3,248,147 ($13,415,837)
225 Cedar Coal Co $968,900 $131,773 $1,194,453 $0 $42,477 ($78,199) ($8,202) $13,764 ($30,160)

Appalachian Power Co. - SEC $229,625,170 $18,643,362 $283,080,253 $1,447,530 $10,427,329 ($18,532,746) ($10,050,021) $3,261,911 ($13,445,997)

211 AEP Texas Central Company - Distribution $83,219,618 $6,492,837 $102,592,545 $642,132 $3,790,672 ($6,716,546) ($3,881,048) $1,182,165 ($4,982,625)
147 AEP Texas Central Company - Generation $0 $0 $0 $0 $0 $0 ($15,337) $0 ($15,337)
169 AEP Texas Central Company - Transmission $7,537,590 $558,466 $9,292,286 $73,815 $344,763 ($608,349) ($391,921) $107,074 ($474,618)

AEP Texas Central Co. $90,757,208 $7,051,303 $111,884,831 $715,947 $4,135,435 ($7,324,895) ($4,288,306) $1,289,239 ($5,472,580)

170 Indiana Michigan Power Co. - Distribution $58,886,073 $5,123,042 $72,594,326 $420,670 $2,668,408 ($4,752,617) ($2,601,438) $836,498 ($3,428,479)
132 Indiana Michigan Power Co. - Generation $32,934,203 $2,421,875 $40,601,048 $304,351 $1,505,951 ($2,658,076) ($1,850,054) $467,842 ($2,229,986)
190 Indiana Michigan Power Co. - Nuclear $50,585,607 $3,235,097 $62,361,571 $938,318 $2,346,473 ($4,082,698) ($3,561,730) $718,587 ($3,641,050)
120 Indiana Michigan Power Co. - Transmission $11,777,027 $870,402 $14,518,634 $85,089 $537,300 ($950,508) ($596,815) $167,297 ($757,637)
280 Ind Mich River Transp Lakin $12,515,063 $774,793 $15,428,480 $198,914 $579,558 ($1,010,074) ($811,278) $177,781 ($865,099)

Indiana Michigan Power Co. - FERC $166,697,973 $12,425,210 $205,504,059 $1,947,342 $7,637,690 ($13,453,973) ($9,421,315) $2,368,005 ($10,922,251)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC $166,697,973 $12,425,210 $205,504,059 $1,947,342 $7,637,690 ($13,453,973) ($9,421,315) $2,368,005 ($10,922,251)

110 Kentucky Power Co. - Distribution $21,384,752 $1,584,274 $26,362,968 $161,414 $975,867 ($1,725,935) ($1,210,578) $303,778 ($1,495,454)
117 Kentucky Power Co. - Generation $14,385,672 $1,073,051 $17,734,552 $58,348 $653,942 ($1,161,049) ($611,828) $204,354 ($856,233)
180 Kentucky Power Co. - Transmission $2,028,778 $138,214 $2,501,063 $20,958 $93,127 ($163,740) ($198,150) $28,820 ($218,985)
600 Kentucky Power Co. - Kammer Actives $1,101,990 $9,347 $1,358,525 $38,072 $53,366 ($88,940) ($42,530) $15,654 ($24,378)
701 Kentucky Power Co. - Mitchell Actives $5,375,970 $30,388 $6,627,457 $193,796 $261,073 ($433,887) ($160,767) $76,368 ($63,417)
702 Kentucky Power Co. - Mitchell Inactives $8,249,696 $870,798 $10,170,166 $0 $367,507 ($665,822) ($200,743) $117,190 ($381,868)

Kentucky Power Co. $52,526,857 $3,706,072 $64,754,731 $472,588 $2,404,882 ($4,239,373) ($2,424,596) $746,164 ($3,040,335)

250 Ohio Power Co. - Distribution $149,118,692 $12,162,005 $183,832,448 $1,018,052 $6,773,901 ($12,035,173) ($5,890,962) $2,118,286 ($8,015,896)
160 Ohio Power Co. - Transmission $18,388,360 $1,592,521 $22,669,038 $7,709 $827,621 ($1,484,100) ($1,031,548) $261,213 ($1,419,105)

Ohio Power Co. $167,507,052 $13,754,526 $206,501,486 $1,025,761 $7,601,522 ($13,519,273) ($6,922,510) $2,379,499 ($9,435,001)

167 Public Service Co. of Oklahoma - Distribution $49,017,029 $3,709,829 $60,427,840 $473,165 $2,239,859 ($3,956,100) ($2,477,659) $696,305 ($3,024,430)
198 Public Service Co. of Oklahoma - Generation $23,322,978 $1,605,694 $28,752,399 $302,793 $1,073,111 ($1,882,367) ($1,498,642) $331,311 ($1,673,794)
114 Public Service Co. of Oklahoma - Transmission $5,720,671 $476,378 $7,052,402 $63,397 $260,785 ($461,708) ($313,349) $81,264 ($369,611)

Public Service Co. of Oklahoma $78,060,678 $5,791,901 $96,232,641 $839,355 $3,573,755 ($6,300,175) ($4,289,650) $1,108,880 ($5,067,835)

159 Southwestern Electric Power Co. - Distribution $33,352,261 $2,356,757 $41,116,427 $366,001 $1,530,010 ($2,691,817) ($1,794,965) $473,781 ($2,116,990)
168 Southwestern Electric Power Co. - Generation $32,483,420 $2,204,904 $40,045,325 $440,234 $1,496,191 ($2,621,694) ($2,137,691) $461,439 ($2,361,521)
161 Southwestern Electric Power Co. - Texas - Distribution $15,805,678 $1,140,657 $19,485,126 $158,283 $723,808 ($1,275,655) ($942,674) $224,525 ($1,111,713)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission $5,290,957 $407,667 $6,522,654 $47,535 $241,439 ($427,026) ($280,205) $75,160 ($343,097)

Southwestern Electric Power Co. $86,932,316 $6,109,985 $107,169,532 $1,012,053 $3,991,448 ($7,016,192) ($5,155,535) $1,234,905 ($5,933,321)

119 AEP Texas North Company - Distribution $23,093,100 $1,676,795 $28,469,007 $197,018 $1,055,683 ($1,863,814) ($1,276,048) $328,046 ($1,559,115)
166 AEP Texas North Company - Generation $6,619,112 $614,112 $8,159,993 $0 $296,832 ($534,220) ($67,677) $94,027 ($211,038)
192 AEP Texas North Company - Transmission $2,906,286 $177,266 $3,582,849 $38,020 $134,264 ($234,563) ($233,844) $41,285 ($254,838)

AEP Texas North Co. $32,618,498 $2,468,173 $40,211,849 $235,038 $1,486,779 ($2,632,597) ($1,577,569) $463,358 ($2,024,991)

230 Kingsport Power Co. - Distribution $4,589,372 $380,110 $5,657,744 $38,726 $208,691 ($370,402) ($177,403) $65,194 ($235,194)
260 Kingsport Power Co. - Transmission $565,307 $42,890 $696,907 $2,365 $25,684 ($45,625) ($40,419) $8,030 ($49,965)

Kingsport Power Co. $5,154,679 $423,000 $6,354,651 $41,091 $234,375 ($416,027) ($217,822) $73,224 ($285,159)

210 Wheeling Power Co. - Distribution $6,062,819 $527,131 $7,474,200 $37,214 $274,456 ($489,322) ($259,071) $86,125 ($350,598)
200 Wheeling Power Co. - Transmission $370,008 $47,132 $456,143 $0 $16,295 ($29,863) ($2,613) $5,256 ($10,925)

Wheeling Power Co. $6,432,827 $574,263 $7,930,343 $37,214 $290,751 ($519,185) ($261,684) $91,381 ($361,523)

103 American Electric Power Service Corporation $299,312,497 $20,190,069 $368,990,290 $3,652,339 $13,770,331 ($24,157,117) ($17,282,221) $4,251,844 ($19,764,824)
American Electric Power Service Corporation $299,312,497 $20,190,069 $368,990,290 $3,652,339 $13,770,331 ($24,157,117) ($17,282,221) $4,251,844 ($19,764,824)

143 AEP Pro Serv, Inc. $145,010 $15,539 $178,767 $0 $6,454 ($11,704) ($1,133) $2,060 ($4,323)
171 CSW Energy, Inc. $932,330 $13,054 $1,149,370 $49,139 $45,826 ($75,247) ($47,052) $13,244 ($14,090)
293 Elmwood $1,795,917 $76,131 $2,213,994 $83,888 $86,582 ($144,946) ($276,067) $25,512 ($225,031)
292 AEP River Operations LLC $9,465,286 $361,295 $11,668,736 $641,437 $466,623 ($763,931) ($1,245,634) $134,458 ($767,047)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $12,338,543 $466,018 $15,210,867 $774,464 $605,485 ($995,828) ($1,569,886) $175,274 ($1,010,491)

270 Cook Coal Terminal $1,293,965 $79,393 $1,595,190 $9,499 $59,418 ($104,434) ($67,747) $18,381 ($84,883)
AEP Generating Company $1,293,965 $79,393 $1,595,190 $9,499 $59,418 ($104,434) ($67,747) $18,381 ($84,883)

104 Cardinal Operating Company $22,103,467 $1,698,577 $27,248,994 $222,482 $1,009,861 ($1,783,942) ($1,116,823) $313,988 ($1,354,434)
181 Ohio Power Co. - Generation $108,456,596 $9,188,959 $133,704,509 $483,610 $4,906,728 ($8,753,389) ($4,359,566) $1,540,666 ($6,181,951)

AEP Generation Resources - FERC $130,560,063 $10,887,536 $160,953,503 $706,092 $5,916,589 ($10,537,331) ($5,476,389) $1,854,654 ($7,536,385)
290 Conesville Coal Preparation Company $1,337,357 $127,251 $1,648,683 $0 $59,900 ($107,936) ($51,555) $18,998 ($80,593)

AEP Generation Resources - SEC $131,897,419 $11,014,787 $162,602,186 $706,092 $5,976,489 ($10,645,267) ($5,527,944) $1,873,652 ($7,616,978)

Total $1,361,155,680 $102,698,063 $1,678,022,909 $12,916,313 $62,195,689 ($109,857,082) ($69,056,806) $19,335,717 ($84,466,169)
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ASC 715-60
Cost

Estimated Net Periodic Postretirement Benefit Cost
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Location

140 Appalachian Power Co. - Distribution ($6,831,734) ($7,160,322) ($6,953,083) ($7,190,415) ($7,432,114) ($7,669,296) ($7,848,932) ($8,030,848) ($8,211,434) ($7,767,997) ($4,231,158)
215 Appalachian Power Co. - Generation   ($5,560,936) ($5,835,157) ($5,668,397) ($5,871,744) ($6,079,187) ($6,279,243) ($6,435,165) ($6,597,326) ($6,767,883) ($6,392,552) ($3,572,131)
150 Appalachian Power Co. - Transmission ($1,023,167) ($1,055,564) ($1,034,159) ($1,064,634) ($1,097,510) ($1,128,312) ($1,155,781) ($1,185,639) ($1,216,839) ($1,150,830) ($611,977)

Appalachian Power Co. - FERC ($13,415,837) ($14,051,043) ($13,655,639) ($14,126,793) ($14,608,811) ($15,076,851) ($15,439,878) ($15,813,813) ($16,196,156) ($15,311,379) ($8,415,266)
225 Cedar Coal Co ($30,160) ($31,210) ($28,136) ($28,136) ($28,229) ($28,131) ($27,538) ($26,916) ($26,220) ($22,030) ($16,567)

Appalachian Power Co. - SEC ($13,445,997) ($14,082,253) ($13,683,775) ($14,154,929) ($14,637,040) ($15,104,982) ($15,467,416) ($15,840,729) ($16,222,376) ($15,333,409) ($8,431,833)

211 AEP Texas Central Company - Distribution ($4,982,625) ($5,228,212) ($5,093,336) ($5,274,070) ($5,457,580) ($5,647,779) ($5,792,251) ($5,944,741) ($6,097,907) ($5,778,047) ($3,100,098)
147 AEP Texas Central Company - Generation ($15,337) ($15,337) ($15,337) ($15,337) ($15,337) ($15,337) ($15,337) ($15,337) ($15,337) ($9,150) ($170)
169 AEP Texas Central Company - Transmission ($474,618) ($498,386) ($487,673) ($506,032) ($523,750) ($542,771) ($557,516) ($572,128) ($587,853) ($558,223) ($288,842)

AEP Texas Central Co. ($5,472,580) ($5,741,935) ($5,596,346) ($5,795,439) ($5,996,667) ($6,205,887) ($6,365,104) ($6,532,206) ($6,701,097) ($6,345,420) ($3,389,110)

170 Indiana Michigan Power Co. - Distribution ($3,428,479) ($3,589,382) ($3,479,937) ($3,587,004) ($3,697,375) ($3,807,400) ($3,882,688) ($3,961,492) ($4,041,957) ($3,783,332) ($1,985,592)
132 Indiana Michigan Power Co. - Generation ($2,229,986) ($2,335,093) ($2,288,120) ($2,363,197) ($2,438,320) ($2,512,936) ($2,570,357) ($2,629,080) ($2,681,774) ($2,528,167) ($1,227,430)
190 Indiana Michigan Power Co. - Nuclear ($3,641,050) ($3,845,383) ($3,803,964) ($3,945,536) ($4,088,628) ($4,242,654) ($4,364,482) ($4,493,129) ($4,626,121) ($4,385,758) ($1,926,367)
120 Indiana Michigan Power Co. - Transmission ($757,637) ($792,547) ($774,766) ($802,662) ($830,822) ($859,301) ($882,587) ($907,331) ($933,795) ($881,797) ($476,476)
280 Ind Mich River Transp Lakin ($865,099) ($914,729) ($902,875) ($936,606) ($972,356) ($1,009,688) ($1,038,228) ($1,067,344) ($1,098,892) ($1,048,275) ($485,525)

Indiana Michigan Power Co. - FERC ($10,922,251) ($11,477,134) ($11,249,662) ($11,635,005) ($12,027,501) ($12,431,979) ($12,738,342) ($13,058,376) ($13,382,539) ($12,627,329) ($6,101,390)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC ($10,922,251) ($11,477,134) ($11,249,662) ($11,635,005) ($12,027,501) ($12,431,979) ($12,738,342) ($13,058,376) ($13,382,539) ($12,627,329) ($6,101,390)

110 Kentucky Power Co. - Distribution ($1,495,454) ($1,560,559) ($1,528,050) ($1,577,818) ($1,623,909) ($1,672,146) ($1,710,749) ($1,747,079) ($1,782,346) ($1,689,905) ($838,175)
117 Kentucky Power Co. - Generation ($856,233) ($895,961) ($872,834) ($902,981) ($935,236) ($966,790) ($992,499) ($1,020,047) ($1,045,891) ($996,394) ($579,041)
180 Kentucky Power Co. - Transmission ($218,985) ($225,887) ($222,753) ($228,501) ($233,793) ($239,452) ($244,674) ($249,351) ($255,741) ($243,606) ($102,604)
600 Kentucky Power Co. - Kammer Actives ($24,378) ($31,705) ($32,843) ($38,110) ($43,267) ($47,797) ($51,881) ($55,013) ($57,386) ($60,453) ($33,303)
701 Kentucky Power Co. - Mitchell Actives ($63,417) ($99,395) ($106,097) ($132,501) ($160,289) ($187,282) ($206,264) ($227,263) ($246,529) ($263,186) ($184,775)
702 Kentucky Power Co. - Mitchell Inactives ($381,868) ($395,969) ($375,128) ($384,402) ($393,921) ($407,186) ($417,356) ($429,896) ($441,688) ($454,381) ($375,259)

Kentucky Power Co. ($3,040,335) ($3,209,476) ($3,137,705) ($3,264,313) ($3,390,415) ($3,520,653) ($3,623,423) ($3,728,649) ($3,829,581) ($3,707,925) ($2,113,157)

250 Ohio Power Co. - Distribution ($8,015,896) ($8,432,549) ($8,177,533) ($8,481,462) ($8,795,246) ($9,107,607) ($9,336,647) ($9,574,931) ($9,818,776) ($9,287,682) ($5,259,750)
160 Ohio Power Co. - Transmission ($1,419,105) ($1,459,569) ($1,419,173) ($1,453,206) ($1,490,742) ($1,529,789) ($1,558,533) ($1,589,149) ($1,622,856) ($1,518,645) ($804,201)

Ohio Power Co. ($9,435,001) ($9,892,118) ($9,596,706) ($9,934,668) ($10,285,988) ($10,637,396) ($10,895,180) ($11,164,080) ($11,441,632) ($10,806,327) ($6,063,951)

167 Public Service Co. of Oklahoma - Distribution ($3,024,430) ($3,179,013) ($3,104,714) ($3,216,027) ($3,330,544) ($3,452,636) ($3,544,894) ($3,636,660) ($3,737,027) ($3,543,426) ($1,833,386)
198 Public Service Co. of Oklahoma - Generation ($1,673,794) ($1,757,315) ($1,728,951) ($1,785,952) ($1,846,974) ($1,909,828) ($1,958,125) ($2,004,773) ($2,056,202) ($1,954,335) ($896,813)
114 Public Service Co. of Oklahoma - Transmission ($369,611) ($386,253) ($378,009) ($390,489) ($404,298) ($417,752) ($429,312) ($440,477) ($452,426) ($428,918) ($212,342)

Public Service Co. of Oklahoma ($5,067,835) ($5,322,581) ($5,211,674) ($5,392,468) ($5,581,816) ($5,780,216) ($5,932,331) ($6,081,910) ($6,245,655) ($5,926,679) ($2,942,541)

159 Southwestern Electric Power Co. - Distribution ($2,116,990) ($2,228,303) ($2,183,265) ($2,267,710) ($2,354,364) ($2,444,717) ($2,514,856) ($2,589,494) ($2,663,055) ($2,656,243) ($1,353,319)
168 Southwestern Electric Power Co. - Generation ($2,361,521) ($2,478,927) ($2,442,168) ($2,525,554) ($2,611,107) ($2,694,808) ($2,764,517) ($2,836,778) ($2,905,414) ($2,765,618) ($1,259,574)
161 Southwestern Electric Power Co. - Texas - Distribution ($1,111,713) ($1,163,084) ($1,141,245) ($1,178,133) ($1,218,314) ($1,257,304) ($1,290,155) ($1,323,053) ($1,360,088) ($1,297,503) ($638,009)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission ($343,097) ($358,542) ($351,136) ($363,886) ($376,205) ($389,598) ($401,206) ($412,997) ($425,878) ($405,253) ($214,765)

Southwestern Electric Power Co. ($5,933,321) ($6,228,856) ($6,117,814) ($6,335,283) ($6,559,990) ($6,786,427) ($6,970,734) ($7,162,322) ($7,354,435) ($7,124,617) ($3,465,667)

119 AEP Texas North Company - Distribution ($1,559,115) ($1,631,883) ($1,598,573) ($1,653,792) ($1,704,697) ($1,758,334) ($1,799,313) ($1,840,259) ($1,882,874) ($1,784,135) ($885,815)
166 AEP Texas North Company - Generation ($211,038) ($223,978) ($210,184) ($220,869) ($231,467) ($241,887) ($248,347) ($255,143) ($261,114) ($237,308) ($202,248)
192 AEP Texas North Company - Transmission ($254,838) ($265,809) ($263,047) ($270,990) ($278,478) ($286,374) ($292,207) ($297,918) ($303,721) ($286,017) ($118,526)

AEP Texas North Co. ($2,024,991) ($2,121,670) ($2,071,804) ($2,145,651) ($2,214,642) ($2,286,595) ($2,339,867) ($2,393,320) ($2,447,709) ($2,307,460) ($1,206,589)

230 Kingsport Power Co. - Distribution ($235,194) ($248,030) ($240,693) ($250,493) ($260,647) ($270,064) ($278,464) ($287,240) ($295,981) ($281,518) ($163,022)
260 Kingsport Power Co. - Transmission ($49,965) ($51,420) ($50,696) ($51,894) ($52,828) ($54,352) ($55,504) ($56,830) ($58,186) ($54,010) ($26,084)

Kingsport Power Co. ($285,159) ($299,450) ($291,389) ($302,387) ($313,475) ($324,416) ($333,968) ($344,070) ($354,167) ($335,528) ($189,106)

210 Wheeling Power Co. - Distribution ($350,598) ($366,189) ($354,923) ($366,659) ($378,751) ($392,161) ($401,427) ($410,488) ($419,647) ($395,371) ($214,093)
200 Wheeling Power Co. - Transmission ($10,925) ($11,408) ($10,303) ($10,468) ($10,511) ($10,467) ($10,192) ($9,848) ($9,440) ($7,861) ($5,857)

Wheeling Power Co. ($361,523) ($377,597) ($365,226) ($377,127) ($389,262) ($402,628) ($411,619) ($420,336) ($429,087) ($403,232) ($219,950)

103 American Electric Power Service Corporation ($19,764,824) ($20,824,114) ($20,458,333) ($21,224,455) ($22,008,776) ($22,817,462) ($23,473,074) ($24,159,739) ($24,899,804) ($23,504,059) ($11,856,560)
American Electric Power Service Corporation ($19,764,824) ($20,824,114) ($20,458,333) ($21,224,455) ($22,008,776) ($22,817,462) ($23,473,074) ($24,159,739) ($24,899,804) ($23,504,059) ($11,856,560)

143 AEP Pro Serv, Inc. ($4,323) ($4,662) ($4,252) ($4,320) ($4,057) ($4,170) ($3,920) ($4,218) ($4,544) ($4,420) ($4,125)
171 CSW Energy, Inc. ($14,090) ($20,980) ($22,419) ($27,411) ($33,215) ($39,774) ($45,558) ($52,526) ($60,390) ($64,066) ($39,051)
293 Elmwood ($225,031) ($236,767) ($237,950) ($245,336) ($253,277) ($261,821) ($269,313) ($277,263) ($285,637) ($276,620) ($76,973)
292 AEP River Operations LLC ($767,047) ($843,039) ($857,206) ($901,928) ($955,278) ($1,013,658) ($1,066,830) ($1,127,338) ($1,193,450) ($1,173,653) ($322,118)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous ($1,010,491) ($1,105,448) ($1,121,827) ($1,178,995) ($1,245,827) ($1,319,423) ($1,385,621) ($1,461,345) ($1,544,021) ($1,518,759) ($442,267)

270 Cook Coal Terminal ($84,883) ($89,379) ($87,831) ($90,821) ($93,985) ($96,617) ($98,284) ($99,896) ($101,546) ($96,066) ($48,894)
AEP Generating Company ($84,883) ($89,379) ($87,831) ($90,821) ($93,985) ($96,617) ($98,284) ($99,896) ($101,546) ($96,066) ($48,894)

104 Cardinal Operating Company ($1,354,434) ($1,422,724) ($1,391,834) ($1,440,665) ($1,493,705) ($1,546,794) ($1,590,262) ($1,634,731) ($1,679,120) ($1,590,868) ($824,772)
181 Ohio Power Co. - Generation ($6,181,951) ($6,463,199) ($6,256,801) ($6,451,291) ($6,659,187) ($6,863,303) ($7,012,450) ($7,174,269) ($7,344,163) ($6,847,135) ($3,809,345)

AEP Generation Resources - FERC ($7,536,385) ($7,885,923) ($7,648,635) ($7,891,956) ($8,152,892) ($8,410,097) ($8,602,712) ($8,809,000) ($9,023,283) ($8,438,003) ($4,634,117)
290 Conesville Coal Preparation Company ($80,593) ($83,489) ($79,996) ($81,902) ($84,141) ($85,892) ($86,665) ($87,542) ($87,519) ($81,284) ($44,418)

AEP Generation Resources - SEC ($7,616,978) ($7,969,412) ($7,728,631) ($7,973,858) ($8,237,033) ($8,495,989) ($8,689,377) ($8,896,542) ($9,110,802) ($8,519,287) ($4,678,535)

Total ($84,466,169) ($88,741,423) ($86,718,723) ($89,805,399) ($92,982,417) ($96,210,670) ($98,724,340) ($101,343,520) ($104,064,451) ($98,556,097) ($51,149,550)
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AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
ESTIMATED 2015 NET PERIODIC POSTRETIREMENT BENEFIT COST

Accumulated Expected Net Expected Net Periodic
Postretirement Benefit Fair Value Service Interest Return on Amortizations Postretirement

Location Benefit Obligation Payments of Assets Cost Cost Assets PSC (G)/L Benefit Cost

140 Appalachian Power Co. - Distribution $110,617,122 $9,853,462 $145,857,646 $723,413 $5,643,303 ($9,542,264) ($5,097,397) $1,112,623 ($7,160,322)
215 Appalachian Power Co. - Generation   $91,313,780 $7,962,119 $120,404,624 $622,021 $4,664,325 ($7,877,082) ($4,162,884) $918,463 ($5,835,157)
150 Appalachian Power Co. - Transmission $12,310,346 $928,473 $16,232,190 $34,121 $629,970 ($1,061,938) ($781,538) $123,821 ($1,055,564)

Appalachian Power Co. - FERC $214,241,248 $18,744,054 $282,494,460 $1,379,555 $10,937,598 ($18,481,284) ($10,041,819) $2,154,907 ($14,051,043)
225 Cedar Coal Co $848,950 $126,428 $1,119,409 $0 $41,687 ($73,234) ($8,202) $8,539 ($31,210)

Appalachian Power Co. - SEC $215,090,198 $18,870,482 $283,613,869 $1,379,555 $10,979,285 ($18,554,518) ($10,050,021) $2,163,446 ($14,082,253)

211 AEP Texas Central Company - Distribution $78,331,205 $6,646,444 $103,286,046 $611,978 $4,010,132 ($6,757,155) ($3,881,048) $787,881 ($5,228,212)
147 AEP Texas Central Company - Generation $0 $0 $0 $0 $0 $0 ($15,337) $0 ($15,337)
169 AEP Texas Central Company - Transmission $7,139,895 $567,986 $9,414,531 $70,349 $367,286 ($615,915) ($391,921) $71,815 ($498,386)

AEP Texas Central Co. $85,471,100 $7,214,430 $112,700,577 $682,327 $4,377,418 ($7,373,070) ($4,288,306) $859,696 ($5,741,935)

170 Indiana Michigan Power Co. - Distribution $54,870,835 $5,229,767 $72,351,646 $400,916 $2,792,603 ($4,733,372) ($2,601,438) $551,909 ($3,589,382)
132 Indiana Michigan Power Co. - Generation $31,196,199 $2,543,957 $41,134,718 $290,059 $1,602,227 ($2,691,106) ($1,850,054) $313,781 ($2,335,093)
190 Indiana Michigan Power Co. - Nuclear $48,870,680 $3,487,742 $64,439,955 $894,255 $2,546,310 ($4,215,775) ($3,561,730) $491,557 ($3,845,383)
120 Indiana Michigan Power Co. - Transmission $11,127,233 $875,796 $14,672,159 $81,093 $571,132 ($959,878) ($596,815) $111,921 ($792,547)
280 Ind Mich River Transp Lakin $12,082,469 $867,433 $15,931,715 $189,573 $627,728 ($1,042,281) ($811,278) $121,529 ($914,729)

Indiana Michigan Power Co. - FERC $158,147,416 $13,004,695 $208,530,193 $1,855,896 $8,140,000 ($13,642,412) ($9,421,315) $1,590,697 ($11,477,134)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC $158,147,416 $13,004,695 $208,530,193 $1,855,896 $8,140,000 ($13,642,412) ($9,421,315) $1,590,697 ($11,477,134)

110 Kentucky Power Co. - Distribution $20,208,086 $1,644,944 $26,646,000 $153,834 $1,036,154 ($1,743,228) ($1,210,578) $203,259 ($1,560,559)
117 Kentucky Power Co. - Generation $13,536,148 $1,092,363 $17,848,509 $55,608 $691,789 ($1,167,681) ($611,828) $136,151 ($895,961)
180 Kentucky Power Co. - Transmission $1,934,788 $148,030 $2,551,175 $19,974 $99,730 ($166,902) ($198,150) $19,461 ($225,887)
600 Kentucky Power Co. - Kammer Actives $1,142,816 $32,958 $1,506,896 $36,284 $61,630 ($98,584) ($42,530) $11,495 ($31,705)
701 Kentucky Power Co. - Mitchell Actives $5,598,307 $122,328 $7,381,822 $184,695 $303,299 ($482,932) ($160,767) $56,310 ($99,395)
702 Kentucky Power Co. - Mitchell Inactives $7,476,446 $830,781 $9,858,300 $0 $374,520 ($644,947) ($200,743) $75,201 ($395,969)

Kentucky Power Co. $49,896,591 $3,871,404 $65,792,702 $450,395 $2,567,122 ($4,304,274) ($2,424,596) $501,877 ($3,209,476)

250 Ohio Power Co. - Distribution $139,704,206 $12,284,607 $184,211,326 $970,245 $7,134,407 ($12,051,429) ($5,890,962) $1,405,190 ($8,432,549)
160 Ohio Power Co. - Transmission $17,016,730 $1,562,641 $22,437,939 $7,347 $861,401 ($1,467,929) ($1,031,548) $171,160 ($1,459,569)

Ohio Power Co. $156,720,936 $13,847,248 $206,649,265 $977,592 $7,995,808 ($13,519,358) ($6,922,510) $1,576,350 ($9,892,118)

167 Public Service Co. of Oklahoma - Distribution $46,346,738 $3,849,561 $61,111,933 $450,945 $2,379,581 ($3,998,050) ($2,477,659) $466,170 ($3,179,013)
198 Public Service Co. of Oklahoma - Generation $22,288,399 $1,732,820 $29,389,062 $288,574 $1,151,253 ($1,922,684) ($1,498,642) $224,184 ($1,757,315)
114 Public Service Co. of Oklahoma - Transmission $5,374,416 $451,500 $7,086,603 $60,420 $276,236 ($463,618) ($313,349) $54,058 ($386,253)

Public Service Co. of Oklahoma $74,009,553 $6,033,881 $97,587,598 $799,939 $3,807,070 ($6,384,352) ($4,289,650) $744,412 ($5,322,581)

159 Southwestern Electric Power Co. - Distribution $31,745,259 $2,445,600 $41,858,699 $348,814 $1,637,014 ($2,738,470) ($1,794,965) $319,304 ($2,228,303)
168 Southwestern Electric Power Co. - Generation $31,092,263 $2,351,859 $40,997,670 $419,561 $1,608,607 ($2,682,140) ($2,137,691) $312,736 ($2,478,927)
161 Southwestern Electric Power Co. - Texas - Distribution $15,005,301 $1,186,934 $19,785,706 $150,850 $772,228 ($1,294,416) ($942,674) $150,928 ($1,163,084)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission $4,992,012 $389,895 $6,582,373 $45,303 $256,779 ($430,630) ($280,205) $50,211 ($358,542)

Southwestern Electric Power Co. $82,834,835 $6,374,288 $109,224,448 $964,528 $4,274,628 ($7,145,656) ($5,155,535) $833,179 ($6,228,856)

119 AEP Texas North Company - Distribution $21,879,000 $1,752,359 $28,849,236 $187,766 $1,123,701 ($1,887,368) ($1,276,048) $220,066 ($1,631,883)
166 AEP Texas North Company - Generation $6,082,216 $579,551 $8,019,895 $0 $307,198 ($524,676) ($67,677) $61,177 ($223,978)
192 AEP Texas North Company - Transmission $2,800,194 $196,483 $3,692,283 $36,235 $145,191 ($241,556) ($233,844) $28,165 ($265,809)

AEP Texas North Co. $30,761,410 $2,528,393 $40,561,414 $224,001 $1,576,090 ($2,653,600) ($1,577,569) $309,408 ($2,121,670)

230 Kingsport Power Co. - Distribution $4,301,366 $369,851 $5,671,700 $36,907 $220,254 ($371,053) ($177,403) $43,265 ($248,030)
260 Kingsport Power Co. - Transmission $531,282 $40,011 $700,538 $2,254 $27,231 ($45,830) ($40,419) $5,344 ($51,420)

Kingsport Power Co. $4,832,648 $409,862 $6,372,238 $39,161 $247,485 ($416,883) ($217,822) $48,609 ($299,450)

210 Wheeling Power Co. - Distribution $5,643,580 $516,137 $7,441,518 $35,466 $287,488 ($486,837) ($259,071) $56,765 ($366,189)
200 Wheeling Power Co. - Transmission $327,351 $45,815 $431,639 $0 $16,151 ($28,239) ($2,613) $3,293 ($11,408)

Wheeling Power Co. $5,970,931 $561,952 $7,873,157 $35,466 $303,639 ($515,076) ($261,684) $60,058 ($377,597)

103 American Electric Power Service Corporation $286,210,613 $21,619,572 $377,391,904 $3,480,829 $14,788,122 ($24,689,642) ($17,282,221) $2,878,798 ($20,824,114)
American Electric Power Service Corporation $286,210,613 $21,619,572 $377,391,904 $3,480,829 $14,788,122 ($24,689,642) ($17,282,221) $2,878,798 ($20,824,114)

143 AEP Pro Serv, Inc. $131,188 $18,558 $172,982 $0 $6,468 ($11,317) ($1,133) $1,320 ($4,662)
171 CSW Energy, Inc. $978,895 $20,075 $1,290,752 $46,831 $53,838 ($84,443) ($47,052) $9,846 ($20,980)
293 Elmwood $1,824,382 $97,524 $2,405,596 $79,949 $98,379 ($157,378) ($276,067) $18,350 ($236,767)
292 AEP River Operations LLC $9,856,165 $474,094 $12,996,153 $611,315 $542,375 ($850,231) ($1,245,634) $99,136 ($843,039)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $12,790,630 $610,251 $16,865,483 $738,095 $701,060 ($1,103,369) ($1,569,886) $128,652 ($1,105,448)

270 Cook Coal Terminal $1,238,760 $92,487 $1,633,406 $9,053 $63,715 ($106,860) ($67,747) $12,460 ($89,379)
AEP Generating Company $1,238,760 $92,487 $1,633,406 $9,053 $63,715 ($106,860) ($67,747) $12,460 ($89,379)

104 Cardinal Operating Company $20,883,184 $1,703,746 $27,536,172 $212,034 $1,073,480 ($1,801,465) ($1,116,823) $210,050 ($1,422,724)
181 Ohio Power Co. - Generation $101,010,685 $9,364,299 $133,190,780 $460,900 $5,133,044 ($8,713,575) ($4,359,566) $1,015,998 ($6,463,199)

AEP Generation Resources - FERC $121,893,869 $11,068,045 $160,726,952 $672,934 $6,206,524 ($10,515,040) ($5,476,389) $1,226,048 ($7,885,923)
290 Conesville Coal Preparation Company $1,225,747 $133,387 $1,616,247 $0 $61,475 ($105,738) ($51,555) $12,329 ($83,489)

AEP Generation Resources - SEC $123,119,616 $11,201,432 $162,343,199 $672,934 $6,267,999 ($10,620,778) ($5,527,944) $1,238,377 ($7,969,412)

Total $1,287,095,237 $106,240,377 $1,697,139,453 $12,309,771 $66,089,441 ($111,029,848) ($69,056,806) $12,946,019 ($88,741,423)
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  AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
ESTIMATED 2016 NET PERIODIC POSTRETIREMENT BENEFIT COST

Accumulated Expected Net Expected Net Periodic
Postretirement Benefit Fair Value Service Interest Return on Amortizations Postretirement

Location Benefit Obligation Payments of Assets Cost Cost Assets PSC (G)/L Benefit Cost

140 Appalachian Power Co. - Distribution $108,559,870 $9,861,383 $144,790,705 $708,970 $5,742,228 ($9,468,358) ($5,097,397) $1,161,474 ($6,953,083)
215 Appalachian Power Co. - Generation   $89,820,748 $7,953,644 $119,797,577 $609,602 $4,757,872 ($7,833,972) ($4,162,884) $960,985 ($5,668,397)
150 Appalachian Power Co. - Transmission $12,206,699 $929,744 $16,280,570 $33,440 $647,982 ($1,064,642) ($781,538) $130,599 ($1,034,159)

Appalachian Power Co. - FERC $210,587,317 $18,744,771 $280,868,852 $1,352,012 $11,148,082 ($18,366,972) ($10,041,819) $2,253,058 ($13,655,639)
225 Cedar Coal Co $774,406 $120,512 $1,032,857 $0 $39,323 ($67,542) ($8,202) $8,285 ($28,136)

Appalachian Power Co. - SEC $211,361,723 $18,865,283 $281,901,709 $1,352,012 $11,187,405 ($18,434,514) ($10,050,021) $2,261,343 ($13,683,775)

211 AEP Texas Central Company - Distribution $77,325,072 $6,674,148 $103,131,587 $599,760 $4,104,783 ($6,744,126) ($3,881,048) $827,295 ($5,093,336)
147 AEP Texas Central Company - Generation $0 $0 $0 $0 $0 $0 ($15,337) $0 ($15,337)
169 AEP Texas Central Company - Transmission $7,103,076 $576,321 $9,473,661 $68,944 $378,824 ($619,515) ($391,921) $75,995 ($487,673)

AEP Texas Central Co. $84,428,148 $7,250,469 $112,605,248 $668,704 $4,483,607 ($7,363,641) ($4,288,306) $903,290 ($5,596,346)

170 Indiana Michigan Power Co. - Distribution $53,539,585 $5,193,425 $71,407,918 $392,912 $2,825,380 ($4,669,607) ($2,601,438) $572,816 ($3,479,937)
132 Indiana Michigan Power Co. - Generation $30,952,099 $2,650,515 $41,282,071 $284,268 $1,646,087 ($2,699,575) ($1,850,054) $331,154 ($2,288,120)
190 Indiana Michigan Power Co. - Nuclear $49,474,980 $3,766,355 $65,986,789 $876,401 $2,667,137 ($4,315,101) ($3,561,730) $529,329 ($3,803,964)
120 Indiana Michigan Power Co. - Transmission $11,049,155 $885,702 $14,736,706 $79,474 $588,044 ($963,683) ($596,815) $118,214 ($774,766)
280 Ind Mich River Transp Lakin $12,192,891 $929,721 $16,262,154 $185,788 $655,602 ($1,063,438) ($811,278) $130,451 ($902,875)

Indiana Michigan Power Co. - FERC $157,208,710 $13,425,718 $209,675,638 $1,818,843 $8,382,250 ($13,711,404) ($9,421,315) $1,681,964 ($11,249,662)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC $157,208,710 $13,425,718 $209,675,638 $1,818,843 $8,382,250 ($13,711,404) ($9,421,315) $1,681,964 ($11,249,662)

110 Kentucky Power Co. - Distribution $20,016,706 $1,687,631 $26,697,093 $150,763 $1,063,422 ($1,745,814) ($1,210,578) $214,157 ($1,528,050)
117 Kentucky Power Co. - Generation $13,367,199 $1,137,181 $17,828,376 $54,498 $707,339 ($1,165,858) ($611,828) $143,015 ($872,834)
180 Kentucky Power Co. - Transmission $1,931,901 $135,711 $2,576,655 $19,575 $103,649 ($168,496) ($198,150) $20,669 ($222,753)
600 Kentucky Power Co. - Kammer Actives $1,223,888 $54,992 $1,632,349 $35,560 $67,778 ($106,745) ($42,530) $13,094 ($32,843)
701 Kentucky Power Co. - Mitchell Actives $6,043,553 $230,079 $8,060,532 $181,008 $336,108 ($527,106) ($160,767) $64,660 ($106,097)
702 Kentucky Power Co. - Mitchell Inactives $7,113,859 $785,172 $9,488,042 $0 $369,959 ($620,455) ($200,743) $76,111 ($375,128)

Kentucky Power Co. $49,697,106 $4,030,766 $66,283,047 $441,404 $2,648,255 ($4,334,474) ($2,424,596) $531,706 ($3,137,705)

250 Ohio Power Co. - Distribution $137,332,619 $12,328,388 $183,166,088 $950,874 $7,271,099 ($11,977,855) ($5,890,962) $1,469,311 ($8,177,533)
160 Ohio Power Co. - Transmission $16,540,641 $1,447,885 $22,060,924 $7,200 $870,847 ($1,442,639) ($1,031,548) $176,967 ($1,419,173)

Ohio Power Co. $153,873,260 $13,776,273 $205,227,012 $958,074 $8,141,946 ($13,420,494) ($6,922,510) $1,646,278 ($9,596,706)

167 Public Service Co. of Oklahoma - Distribution $45,932,533 $3,865,742 $61,262,084 $441,942 $2,445,711 ($4,006,137) ($2,477,659) $491,429 ($3,104,714)
198 Public Service Co. of Oklahoma - Generation $22,288,902 $1,807,587 $29,727,613 $282,813 $1,192,401 ($1,943,990) ($1,498,642) $238,467 ($1,728,951)
114 Public Service Co. of Oklahoma - Transmission $5,329,753 $458,519 $7,108,508 $59,214 $283,953 ($464,850) ($313,349) $57,023 ($378,009)

Public Service Co. of Oklahoma $73,551,188 $6,131,848 $98,098,205 $783,969 $3,922,065 ($6,414,977) ($4,289,650) $786,919 ($5,211,674)

159 Southwestern Electric Power Co. - Distribution $31,702,945 $2,459,743 $42,283,505 $341,850 $1,695,726 ($2,765,063) ($1,794,965) $339,187 ($2,183,265)
168 Southwestern Electric Power Co. - Generation $31,179,133 $2,481,738 $41,584,875 $411,184 $1,670,133 ($2,719,377) ($2,137,691) $333,583 ($2,442,168)
161 Southwestern Electric Power Co. - Texas - Distribution $14,938,148 $1,219,506 $19,923,614 $147,838 $796,642 ($1,302,873) ($942,674) $159,822 ($1,141,245)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission $4,969,638 $399,189 $6,628,208 $44,399 $264,941 ($433,441) ($280,205) $53,170 ($351,136)

Southwestern Electric Power Co. $82,789,864 $6,560,176 $110,420,202 $945,271 $4,427,442 ($7,220,754) ($5,155,535) $885,762 ($6,117,814)

119 AEP Texas North Company - Distribution $21,724,167 $1,812,715 $28,974,403 $184,017 $1,155,768 ($1,894,735) ($1,276,048) $232,425 ($1,598,573)
166 AEP Texas North Company - Generation $5,887,387 $582,992 $7,852,247 $0 $307,989 ($513,485) ($67,677) $62,989 ($210,184)
192 AEP Texas North Company - Transmission $2,822,300 $218,754 $3,764,216 $35,512 $151,244 ($246,155) ($233,844) $30,196 ($263,047)

AEP Texas North Co. $30,433,854 $2,614,461 $40,590,866 $219,529 $1,615,001 ($2,654,375) ($1,577,569) $325,610 ($2,071,804)

230 Kingsport Power Co. - Distribution $4,244,568 $372,642 $5,661,153 $36,170 $225,330 ($370,202) ($177,403) $45,412 ($240,693)
260 Kingsport Power Co. - Transmission $527,705 $46,153 $703,822 $2,209 $27,893 ($46,025) ($40,419) $5,646 ($50,696)

Kingsport Power Co. $4,772,273 $418,795 $6,364,975 $38,379 $253,223 ($416,227) ($217,822) $51,058 ($291,389)

210 Wheeling Power Co. - Distribution $5,523,124 $503,800 $7,366,415 $34,758 $292,014 ($481,715) ($259,071) $59,091 ($354,923)
200 Wheeling Power Co. - Transmission $301,659 $44,160 $402,335 $0 $15,393 ($26,310) ($2,613) $3,227 ($10,303)

Wheeling Power Co. $5,824,783 $547,960 $7,768,750 $34,758 $307,407 ($508,025) ($261,684) $62,318 ($365,226)

103 American Electric Power Service Corporation $286,634,336 $22,372,343 $382,295,848 $3,411,334 $15,345,507 ($24,999,629) ($17,282,221) $3,066,676 ($20,458,333)
American Electric Power Service Corporation $286,634,336 $22,372,343 $382,295,848 $3,411,334 $15,345,507 ($24,999,629) ($17,282,221) $3,066,676 ($20,458,333)

143 AEP Pro Serv, Inc. $120,687 $19,215 $160,965 $0 $6,116 ($10,526) ($1,133) $1,291 ($4,252)
171 CSW Energy, Inc. $1,073,626 $25,252 $1,431,939 $45,896 $60,889 ($93,639) ($47,052) $11,487 ($22,419)
293 Elmwood $1,930,608 $110,594 $2,574,930 $78,353 $107,492 ($168,383) ($276,067) $20,655 ($237,950)
292 AEP River Operations LLC $10,676,345 $511,923 $14,239,475 $599,110 $606,261 ($931,168) ($1,245,634) $114,225 ($857,206)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $13,801,266 $666,984 $18,407,309 $723,359 $780,758 ($1,203,716) ($1,569,886) $147,658 ($1,121,827)

270 Cook Coal Terminal $1,235,307 $105,460 $1,647,579 $8,872 $65,569 ($107,741) ($67,747) $13,216 ($87,831)
AEP Generating Company $1,235,307 $105,460 $1,647,579 $8,872 $65,569 ($107,741) ($67,747) $13,216 ($87,831)

104 Cardinal Operating Company $20,738,026 $1,768,448 $27,659,147 $207,801 $1,104,039 ($1,808,726) ($1,116,823) $221,875 ($1,391,834)
181 Ohio Power Co. - Generation $98,537,857 $9,337,649 $131,423,939 $451,698 $5,191,077 ($8,594,259) ($4,359,566) $1,054,249 ($6,256,801)

AEP Generation Resources - FERC $119,275,883 $11,106,097 $159,083,086 $659,499 $6,295,116 ($10,402,985) ($5,476,389) $1,276,124 ($7,648,635)
290 Conesville Coal Preparation Company $1,169,231 $120,908 $1,559,451 $0 $61,027 ($101,978) ($51,555) $12,510 ($79,996)

AEP Generation Resources - SEC $120,445,114 $11,227,005 $160,642,537 $659,499 $6,356,143 ($10,504,963) ($5,527,944) $1,288,634 ($7,728,631)

Total $1,276,056,932 $107,993,541 $1,701,928,925 $12,064,007 $67,916,578 ($111,294,934) ($69,056,806) $13,652,432 ($86,718,723)
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                        Towers Watson Confidential  

  AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
ESTIMATED 2017 NET PERIODIC POSTRETIREMENT BENEFIT COST

Accumulated Expected Net Expected Net Periodic
Postretirement Benefit Fair Value Service Interest Return on Amortizations Postretirement

Location Benefit Obligation Payments of Assets Cost Cost Assets PSC (G)/L Benefit Cost

140 Appalachian Power Co. - Distribution $104,185,460 $9,711,708 $143,668,361 $714,839 $5,606,193 ($9,396,317) ($5,097,397) $982,267 ($7,190,415)
215 Appalachian Power Co. - Generation   $86,434,635 $7,885,258 $119,190,550 $614,648 $4,656,980 ($7,795,399) ($4,162,884) $814,911 ($5,871,744)
150 Appalachian Power Co. - Transmission $11,848,718 $916,867 $16,338,997 $33,717 $640,094 ($1,068,617) ($781,538) $111,710 ($1,064,634)

Appalachian Power Co. - FERC $202,468,813 $18,513,833 $279,197,908 $1,363,204 $10,903,267 ($18,260,333) ($10,041,819) $1,908,888 ($14,126,793)
225 Cedar Coal Co $686,860 $105,985 $947,158 $0 $35,537 ($61,947) ($8,202) $6,476 ($28,136)

Appalachian Power Co. - SEC $203,155,673 $18,619,818 $280,145,066 $1,363,204 $10,938,804 ($18,322,280) ($10,050,021) $1,915,364 ($14,154,929)

211 AEP Texas Central Company - Distribution $74,664,455 $6,622,214 $102,959,855 $604,725 $4,032,178 ($6,733,866) ($3,881,048) $703,941 ($5,274,070)
147 AEP Texas Central Company - Generation $0 $0 $0 $0 $0 $0 ($15,337) $0 ($15,337)
169 AEP Texas Central Company - Transmission $6,910,566 $594,169 $9,529,446 $69,515 $374,474 ($623,253) ($391,921) $65,153 ($506,032)

AEP Texas Central Co. $81,575,021 $7,216,383 $112,489,301 $674,240 $4,406,652 ($7,357,119) ($4,288,306) $769,094 ($5,795,439)

170 Indiana Michigan Power Co. - Distribution $51,091,605 $5,028,179 $70,453,662 $396,164 $2,744,444 ($4,607,869) ($2,601,438) $481,695 ($3,587,004)
132 Indiana Michigan Power Co. - Generation $29,954,711 $2,683,922 $41,306,572 $286,621 $1,619,388 ($2,701,567) ($1,850,054) $282,415 ($2,363,197)
190 Indiana Michigan Power Co. - Nuclear $48,800,519 $3,933,242 $67,294,328 $883,656 $2,673,683 ($4,401,239) ($3,561,730) $460,094 ($3,945,536)
120 Indiana Michigan Power Co. - Transmission $10,731,651 $896,068 $14,798,598 $80,132 $580,712 ($967,870) ($596,815) $101,179 ($802,662)
280 Ind Mich River Transp Lakin $11,993,561 $947,900 $16,538,731 $187,326 $655,950 ($1,081,680) ($811,278) $113,076 ($936,606)

Indiana Michigan Power Co. - FERC $152,572,047 $13,489,311 $210,391,891 $1,833,899 $8,274,177 ($13,760,225) ($9,421,315) $1,438,459 ($11,635,005)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC $152,572,047 $13,489,311 $210,391,891 $1,833,899 $8,274,177 ($13,760,225) ($9,421,315) $1,438,459 ($11,635,005)

110 Kentucky Power Co. - Distribution $19,364,048 $1,748,951 $26,702,392 $152,011 $1,044,596 ($1,746,412) ($1,210,578) $182,565 ($1,577,818)
117 Kentucky Power Co. - Generation $12,872,719 $1,102,396 $17,751,061 $54,949 $693,503 ($1,160,970) ($611,828) $121,365 ($902,981)
180 Kentucky Power Co. - Transmission $1,901,813 $148,582 $2,622,538 $19,737 $103,503 ($171,521) ($198,150) $17,930 ($228,501)
600 Kentucky Power Co. - Kammer Actives $1,260,568 $80,716 $1,738,282 $35,854 $70,370 ($113,689) ($42,530) $11,885 ($38,110)
701 Kentucky Power Co. - Mitchell Actives $6,272,538 $331,303 $8,649,626 $182,506 $352,332 ($565,710) ($160,767) $59,138 ($132,501)
702 Kentucky Power Co. - Mitchell Inactives $6,637,219 $699,503 $9,152,509 $0 $352,365 ($598,600) ($200,743) $62,576 ($384,402)

Kentucky Power Co. $48,308,905 $4,111,451 $66,616,408 $445,057 $2,616,669 ($4,356,902) ($2,424,596) $455,459 ($3,264,313)

250 Ohio Power Co. - Distribution $132,004,516 $12,109,969 $182,029,934 $958,745 $7,111,482 ($11,905,273) ($5,890,962) $1,244,546 ($8,481,462)
160 Ohio Power Co. - Transmission $15,824,350 $1,358,100 $21,821,264 $7,260 $849,061 ($1,427,172) ($1,031,548) $149,193 ($1,453,206)

Ohio Power Co. $147,828,866 $13,468,069 $203,851,198 $966,005 $7,960,543 ($13,332,445) ($6,922,510) $1,393,739 ($9,934,668)

167 Public Service Co. of Oklahoma - Distribution $44,542,211 $3,839,529 $61,422,260 $445,600 $2,413,275 ($4,017,190) ($2,477,659) $419,947 ($3,216,027)
198 Public Service Co. of Oklahoma - Generation $21,755,187 $1,801,935 $29,999,695 $285,154 $1,184,492 ($1,962,065) ($1,498,642) $205,109 ($1,785,952)
114 Public Service Co. of Oklahoma - Transmission $5,166,585 $443,940 $7,124,553 $59,704 $280,411 ($465,966) ($313,349) $48,711 ($390,489)

Public Service Co. of Oklahoma $71,463,983 $6,085,404 $98,546,508 $790,458 $3,878,178 ($6,445,221) ($4,289,650) $673,767 ($5,392,468)

159 Southwestern Electric Power Co. - Distribution $30,993,932 $2,509,477 $42,739,624 $344,680 $1,685,654 ($2,795,292) ($1,794,965) $292,213 ($2,267,710)
168 Southwestern Electric Power Co. - Generation $30,496,470 $2,554,983 $42,053,640 $414,588 $1,660,454 ($2,750,427) ($2,137,691) $287,522 ($2,525,554)
161 Southwestern Electric Power Co. - Texas - Distribution $14,528,661 $1,199,710 $20,034,551 $149,062 $788,818 ($1,310,316) ($942,674) $136,977 ($1,178,133)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission $4,835,041 $406,924 $6,667,364 $44,767 $262,031 ($436,064) ($280,205) $45,585 ($363,886)

Southwestern Electric Power Co. $80,854,104 $6,671,094 $111,495,179 $953,097 $4,396,957 ($7,292,099) ($5,155,535) $762,297 ($6,335,283)

119 AEP Texas North Company - Distribution $21,056,363 $1,894,113 $29,036,040 $185,540 $1,137,234 ($1,899,039) ($1,276,048) $198,521 ($1,653,792)
166 AEP Texas North Company - Generation $5,560,918 $561,288 $7,668,325 $0 $295,909 ($501,530) ($67,677) $52,429 ($220,869)
192 AEP Texas North Company - Transmission $2,764,715 $235,440 $3,812,452 $35,806 $150,327 ($249,345) ($233,844) $26,066 ($270,990)

AEP Texas North Co. $29,381,996 $2,690,841 $40,516,817 $221,346 $1,583,470 ($2,649,914) ($1,577,569) $277,016 ($2,145,651)

230 Kingsport Power Co. - Distribution $4,095,522 $369,164 $5,647,592 $36,469 $221,196 ($369,368) ($177,403) $38,613 ($250,493)
260 Kingsport Power Co. - Transmission $506,962 $46,132 $699,084 $2,227 $27,240 ($45,722) ($40,419) $4,780 ($51,894)

Kingsport Power Co. $4,602,484 $415,296 $6,346,676 $38,696 $248,436 ($415,090) ($217,822) $43,393 ($302,387)

210 Wheeling Power Co. - Distribution $5,297,072 $486,611 $7,304,490 $35,046 $285,159 ($477,734) ($259,071) $49,941 ($366,659)
200 Wheeling Power Co. - Transmission $270,390 $41,992 $372,859 $0 $13,982 ($24,386) ($2,613) $2,549 ($10,468)

Wheeling Power Co. $5,567,462 $528,603 $7,677,349 $35,046 $299,141 ($502,120) ($261,684) $52,490 ($377,127)

103 American Electric Power Service Corporation $280,423,541 $22,848,712 $386,694,943 $3,439,573 $15,265,289 ($25,290,945) ($17,282,221) $2,643,849 ($21,224,455)
American Electric Power Service Corporation $280,423,541 $22,848,712 $386,694,943 $3,439,573 $15,265,289 ($25,290,945) ($17,282,221) $2,643,849 ($21,224,455)

143 AEP Pro Serv, Inc. $106,601 $19,829 $146,999 $0 $5,422 ($9,614) ($1,133) $1,005 ($4,320)
171 CSW Energy, Inc. $1,144,566 $32,069 $1,578,319 $46,276 $65,801 ($103,227) ($47,052) $10,791 ($27,411)
293 Elmwood $1,987,465 $126,196 $2,740,650 $79,002 $112,237 ($179,246) ($276,067) $18,738 ($245,336)
292 AEP River Operations LLC $11,265,532 $552,272 $15,534,802 $604,069 $649,445 ($1,016,020) ($1,245,634) $106,212 ($901,928)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $14,504,164 $730,366 $20,000,770 $729,347 $832,905 ($1,308,107) ($1,569,886) $136,746 ($1,178,995)

270 Cook Coal Terminal $1,193,245 $107,702 $1,645,446 $8,945 $64,348 ($107,617) ($67,747) $11,250 ($90,821)
AEP Generating Company $1,193,245 $107,702 $1,645,446 $8,945 $64,348 ($107,617) ($67,747) $11,250 ($90,821)

104 Cardinal Operating Company $20,095,437 $1,720,822 $27,710,954 $209,521 $1,089,551 ($1,812,375) ($1,116,823) $189,461 ($1,440,665)
181 Ohio Power Co. - Generation $93,973,270 $8,901,888 $129,586,083 $455,437 $5,042,150 ($8,475,297) ($4,359,566) $885,985 ($6,451,291)

AEP Generation Resources - FERC $114,068,707 $10,622,710 $157,297,037 $664,958 $6,131,701 ($10,287,672) ($5,476,389) $1,075,446 ($7,891,956)
290 Conesville Coal Preparation Company $1,099,177 $113,376 $1,515,729 $0 $58,423 ($99,133) ($51,555) $10,363 ($81,902)

AEP Generation Resources - SEC $115,167,884 $10,736,086 $158,812,766 $664,958 $6,190,124 ($10,386,805) ($5,527,944) $1,085,809 ($7,973,858)

Total $1,236,599,375 $107,719,136 $1,705,230,318 $12,163,871 $66,955,693 ($111,526,889) ($69,056,806) $11,658,732 ($89,805,399)

Exhibit HEM- 2C 
Page 49 of 56



                        46               Non-UMWA Postretirement Health Care Plan 

                  Towers Watson Confidential 

  AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
ESTIMATED 2018 NET PERIODIC POSTRETIREMENT BENEFIT COST

Accumulated Expected Net Expected Net Periodic
Postretirement Benefit Fair Value Service Interest Return on Amortizations Postretirement

Location Benefit Obligation Payments of Assets Cost Cost Assets PSC (G)/L Benefit Cost

140 Appalachian Power Co. - Distribution $99,870,493 $9,594,833 $142,601,118 $720,756 $5,464,038 ($9,328,937) ($5,097,397) $809,426 ($7,432,114)
215 Appalachian Power Co. - Generation   $83,052,364 $7,846,191 $118,587,178 $619,736 $4,548,792 ($7,757,950) ($4,162,884) $673,119 ($6,079,187)
150 Appalachian Power Co. - Transmission $11,499,238 $939,799 $16,419,306 $33,996 $630,981 ($1,074,148) ($781,538) $93,199 ($1,097,510)

Appalachian Power Co. - FERC $194,422,095 $18,380,823 $277,607,602 $1,374,488 $10,643,811 ($18,161,035) ($10,041,819) $1,575,744 ($14,608,811)
225 Cedar Coal Co $610,759 $97,468 $872,079 $0 $32,074 ($57,051) ($8,202) $4,950 ($28,229)

Appalachian Power Co. - SEC $195,032,854 $18,478,291 $278,479,681 $1,374,488 $10,675,885 ($18,218,086) ($10,050,021) $1,580,694 ($14,637,040)

211 AEP Texas Central Company - Distribution $72,012,674 $6,499,057 $102,824,043 $609,731 $3,956,821 ($6,726,729) ($3,881,048) $583,645 ($5,457,580)
147 AEP Texas Central Company - Generation $0 $0 $0 $0 $0 $0 ($15,337) $0 ($15,337)
169 AEP Texas Central Company - Transmission $6,698,393 $580,417 $9,564,370 $70,090 $369,491 ($625,699) ($391,921) $54,289 ($523,750)

AEP Texas Central Co. $78,711,067 $7,079,474 $112,388,413 $679,821 $4,326,312 ($7,352,428) ($4,288,306) $637,934 ($5,996,667)

170 Indiana Michigan Power Co. - Distribution $48,752,832 $4,916,231 $69,612,236 $399,443 $2,663,509 ($4,554,019) ($2,601,438) $395,130 ($3,697,375)
132 Indiana Michigan Power Co. - Generation $28,909,246 $2,684,157 $41,278,366 $288,994 $1,588,861 ($2,700,423) ($1,850,054) $234,302 ($2,438,320)
190 Indiana Michigan Power Co. - Nuclear $47,980,561 $3,932,976 $68,509,541 $890,971 $2,675,141 ($4,481,881) ($3,561,730) $388,871 ($4,088,628)
120 Indiana Michigan Power Co. - Transmission $10,400,174 $890,374 $14,849,996 $80,795 $572,391 ($971,484) ($596,815) $84,291 ($830,822)
280 Ind Mich River Transp Lakin $11,779,915 $970,770 $16,820,074 $188,877 $654,938 ($1,100,366) ($811,278) $95,473 ($972,356)

Indiana Michigan Power Co. - FERC $147,822,728 $13,394,508 $211,070,213 $1,849,080 $8,154,840 ($13,808,173) ($9,421,315) $1,198,067 ($12,027,501)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC $147,822,728 $13,394,508 $211,070,213 $1,849,080 $8,154,840 ($13,808,173) ($9,421,315) $1,198,067 ($12,027,501)

110 Kentucky Power Co. - Distribution $18,639,200 $1,698,708 $26,614,175 $153,269 $1,023,428 ($1,741,094) ($1,210,578) $151,066 ($1,623,909)
117 Kentucky Power Co. - Generation $12,403,978 $1,098,290 $17,711,149 $55,404 $679,317 ($1,158,660) ($611,828) $100,531 ($935,236)
180 Kentucky Power Co. - Transmission $1,859,264 $144,127 $2,654,769 $19,900 $103,062 ($173,674) ($198,150) $15,069 ($233,793)
600 Kentucky Power Co. - Kammer Actives $1,274,283 $102,464 $1,819,498 $36,151 $71,815 ($119,031) ($42,530) $10,328 ($43,267)
701 Kentucky Power Co. - Mitchell Actives $6,416,687 $441,190 $9,162,133 $184,017 $363,840 ($599,385) ($160,767) $52,006 ($160,289)
702 Kentucky Power Co. - Mitchell Inactives $6,232,401 $596,531 $8,898,998 $0 $338,481 ($582,171) ($200,743) $50,512 ($393,921)

Kentucky Power Co. $46,825,813 $4,081,310 $66,860,722 $448,741 $2,579,943 ($4,374,015) ($2,424,596) $379,512 ($3,390,415)

250 Ohio Power Co. - Distribution $126,791,334 $11,996,531 $181,040,320 $966,681 $6,945,044 ($11,843,622) ($5,890,962) $1,027,613 ($8,795,246)
160 Ohio Power Co. - Transmission $15,182,063 $1,323,372 $21,677,866 $7,320 $828,601 ($1,418,162) ($1,031,548) $123,047 ($1,490,742)

Ohio Power Co. $141,973,397 $13,319,903 $202,718,186 $974,001 $7,773,645 ($13,261,784) ($6,922,510) $1,150,660 ($10,285,988)

167 Public Service Co. of Oklahoma - Distribution $43,162,096 $3,773,519 $61,629,446 $449,289 $2,379,794 ($4,031,786) ($2,477,659) $349,818 ($3,330,544)
198 Public Service Co. of Oklahoma - Generation $21,226,449 $1,829,081 $30,308,405 $287,514 $1,174,889 ($1,982,770) ($1,498,642) $172,035 ($1,846,974)
114 Public Service Co. of Oklahoma - Transmission $5,016,334 $447,888 $7,162,624 $60,198 $276,774 ($468,577) ($313,349) $40,656 ($404,298)

Public Service Co. of Oklahoma $69,404,879 $6,050,488 $99,100,475 $797,001 $3,831,457 ($6,483,133) ($4,289,650) $562,509 ($5,581,816)

159 Southwestern Electric Power Co. - Distribution $30,234,968 $2,523,465 $43,171,312 $347,533 $1,672,280 ($2,824,259) ($1,794,965) $245,047 ($2,354,364)
168 Southwestern Electric Power Co. - Generation $29,741,277 $2,612,311 $42,466,391 $418,020 $1,645,661 ($2,778,143) ($2,137,691) $241,046 ($2,611,107)
161 Southwestern Electric Power Co. - Texas - Distribution $14,136,004 $1,223,082 $20,184,240 $150,296 $779,944 ($1,320,449) ($942,674) $114,569 ($1,218,314)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission $4,691,496 $388,383 $6,698,801 $45,138 $259,073 ($438,234) ($280,205) $38,023 ($376,205)

Southwestern Electric Power Co. $78,803,745 $6,747,241 $112,520,744 $960,987 $4,356,958 ($7,361,085) ($5,155,535) $638,685 ($6,559,990)

119 AEP Texas North Company - Distribution $20,297,176 $1,845,426 $28,981,533 $187,076 $1,115,737 ($1,895,966) ($1,276,048) $164,504 ($1,704,697)
166 AEP Texas North Company - Generation $5,246,979 $543,352 $7,491,953 $0 $283,807 ($490,122) ($67,677) $42,525 ($231,467)
192 AEP Texas North Company - Transmission $2,690,508 $236,187 $3,841,670 $36,102 $148,779 ($251,321) ($233,844) $21,806 ($278,478)

AEP Texas North Co. $28,234,663 $2,624,965 $40,315,156 $223,178 $1,548,323 ($2,637,409) ($1,577,569) $228,835 ($2,214,642)

230 Kingsport Power Co. - Distribution $3,947,489 $369,132 $5,636,463 $36,771 $216,728 ($368,736) ($177,403) $31,993 ($260,647)
260 Kingsport Power Co. - Transmission $485,801 $36,671 $693,656 $2,245 $26,788 ($45,379) ($40,419) $3,937 ($52,828)

Kingsport Power Co. $4,433,290 $405,803 $6,330,119 $39,016 $243,516 ($414,115) ($217,822) $35,930 ($313,475)

210 Wheeling Power Co. - Distribution $5,083,618 $467,321 $7,258,697 $35,336 $278,646 ($474,863) ($259,071) $41,201 ($378,751)
200 Wheeling Power Co. - Transmission $240,157 $39,144 $342,911 $0 $12,589 ($22,433) ($2,613) $1,946 ($10,511)

Wheeling Power Co. $5,323,775 $506,465 $7,601,608 $35,336 $291,235 ($497,296) ($261,684) $43,147 ($389,262)

103 American Electric Power Service Corporation $273,746,199 $22,904,612 $390,871,347 $3,468,043 $15,157,479 ($25,570,725) ($17,282,221) $2,218,648 ($22,008,776)
American Electric Power Service Corporation $273,746,199 $22,904,612 $390,871,347 $3,468,043 $15,157,479 ($25,570,725) ($17,282,221) $2,218,648 ($22,008,776)

143 AEP Pro Serv, Inc. $91,349 $12,020 $130,434 $0 $4,869 ($8,533) ($1,133) $740 ($4,057)
171 CSW Energy, Inc. $1,213,345 $40,448 $1,732,487 $46,659 $70,683 ($113,339) ($47,052) $9,834 ($33,215)
293 Elmwood $2,033,686 $136,704 $2,903,820 $79,656 $116,618 ($189,967) ($276,067) $16,483 ($253,277)
292 AEP River Operations LLC $11,857,038 $633,649 $16,930,195 $609,069 $692,759 ($1,107,570) ($1,245,634) $96,098 ($955,278)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $15,195,418 $822,821 $21,696,936 $735,384 $884,929 ($1,419,409) ($1,569,886) $123,155 ($1,245,827)

270 Cook Coal Terminal $1,148,209 $116,355 $1,639,482 $9,019 $62,692 ($107,255) ($67,747) $9,306 ($93,985)
AEP Generating Company $1,148,209 $116,355 $1,639,482 $9,019 $62,692 ($107,255) ($67,747) $9,306 ($93,985)

104 Cardinal Operating Company $19,493,279 $1,722,458 $27,833,680 $211,255 $1,074,749 ($1,820,874) ($1,116,823) $157,988 ($1,493,705)
181 Ohio Power Co. - Generation $89,738,449 $8,713,851 $128,133,974 $459,207 $4,896,363 ($8,382,499) ($4,359,566) $727,308 ($6,659,187)

AEP Generation Resources - FERC $109,231,728 $10,436,309 $155,967,654 $670,462 $5,971,112 ($10,203,373) ($5,476,389) $885,296 ($8,152,892)
290 Conesville Coal Preparation Company $1,034,648 $117,405 $1,477,333 $0 $55,675 ($96,647) ($51,555) $8,386 ($84,141)

AEP Generation Resources - SEC $110,266,376 $10,553,714 $157,444,987 $670,462 $6,026,787 ($10,300,020) ($5,527,944) $893,682 ($8,237,033)

Total $1,196,922,413 $107,085,950 $1,709,038,069 $12,264,557 $65,914,001 ($111,804,933) ($69,056,806) $9,700,764 ($92,982,417)
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                        Towers Watson Confidential  

  AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
ESTIMATED 2019 NET PERIODIC POSTRETIREMENT BENEFIT COST

Accumulated Expected Net Expected Net Periodic
Postretirement Benefit Fair Value Service Interest Return on Amortizations Postretirement

Location Benefit Obligation Payments of Assets Cost Cost Assets PSC (G)/L Benefit Cost

140 Appalachian Power Co. - Distribution $95,575,909 $9,255,802 $141,530,529 $726,722 $5,320,917 ($9,266,680) ($5,097,397) $647,142 ($7,669,296)
215 Appalachian Power Co. - Generation   $79,637,663 $7,495,628 $117,928,887 $624,866 $4,440,917 ($7,721,367) ($4,162,884) $539,225 ($6,279,243)
150 Appalachian Power Co. - Transmission $11,121,488 $877,554 $16,468,900 $34,277 $621,944 ($1,078,298) ($781,538) $75,303 ($1,128,312)

Appalachian Power Co. - FERC $186,335,060 $17,628,984 $275,928,316 $1,385,865 $10,383,778 ($18,066,345) ($10,041,819) $1,261,670 ($15,076,851)
225 Cedar Coal Co $540,364 $88,720 $800,181 $0 $28,804 ($52,392) ($8,202) $3,659 ($28,131)

Appalachian Power Co. - SEC $186,875,424 $17,717,704 $276,728,497 $1,385,865 $10,412,582 ($18,118,737) ($10,050,021) $1,265,329 ($15,104,982)

211 AEP Texas Central Company - Distribution $69,437,532 $6,376,144 $102,824,349 $614,778 $3,880,732 ($6,732,401) ($3,881,048) $470,160 ($5,647,779)
147 AEP Texas Central Company - Generation $0 $0 $0 $0 $0 $0 ($15,337) $0 ($15,337)
169 AEP Texas Central Company - Transmission $6,497,424 $577,021 $9,621,503 $70,670 $364,452 ($629,966) ($391,921) $43,994 ($542,771)

AEP Texas Central Co. $75,934,956 $6,953,165 $112,445,852 $685,448 $4,245,184 ($7,362,367) ($4,288,306) $514,154 ($6,205,887)

170 Indiana Michigan Power Co. - Distribution $46,469,483 $4,772,026 $68,812,848 $402,749 $2,582,151 ($4,505,506) ($2,601,438) $314,644 ($3,807,400)
132 Indiana Michigan Power Co. - Generation $27,845,239 $2,621,868 $41,233,732 $291,386 $1,556,962 ($2,699,769) ($1,850,054) $188,539 ($2,512,936)
190 Indiana Michigan Power Co. - Nuclear $47,177,078 $3,951,108 $69,860,667 $898,346 $2,675,407 ($4,574,112) ($3,561,730) $319,435 ($4,242,654)
120 Indiana Michigan Power Co. - Transmission $10,069,791 $859,548 $14,911,528 $81,464 $564,197 ($976,329) ($596,815) $68,182 ($859,301)
280 Ind Mich River Transp Lakin $11,546,102 $989,132 $17,097,676 $190,440 $652,439 ($1,119,467) ($811,278) $78,178 ($1,009,688)

Indiana Michigan Power Co. - FERC $143,107,693 $13,193,682 $211,916,451 $1,864,385 $8,031,156 ($13,875,183) ($9,421,315) $968,978 ($12,431,979)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC $143,107,693 $13,193,682 $211,916,451 $1,864,385 $8,031,156 ($13,875,183) ($9,421,315) $968,978 ($12,431,979)

110 Kentucky Power Co. - Distribution $17,951,054 $1,654,727 $26,582,244 $154,538 $1,002,814 ($1,740,466) ($1,210,578) $121,546 ($1,672,146)
117 Kentucky Power Co. - Generation $11,929,998 $1,052,591 $17,666,156 $55,863 $665,085 ($1,156,688) ($611,828) $80,778 ($966,790)
180 Kentucky Power Co. - Transmission $1,821,244 $136,906 $2,696,931 $20,065 $102,882 ($176,581) ($198,150) $12,332 ($239,452)
600 Kentucky Power Co. - Kammer Actives $1,268,049 $105,599 $1,877,750 $36,450 $72,642 ($122,945) ($42,530) $8,586 ($47,797)
701 Kentucky Power Co. - Mitchell Actives $6,463,535 $517,123 $9,571,319 $185,540 $370,861 ($626,680) ($160,767) $43,764 ($187,282)
702 Kentucky Power Co. - Mitchell Inactives $5,919,566 $556,813 $8,765,800 $0 $327,415 ($573,939) ($200,743) $40,081 ($407,186)

Kentucky Power Co. $45,353,446 $4,023,759 $67,160,200 $452,456 $2,541,699 ($4,397,299) ($2,424,596) $307,087 ($3,520,653)

250 Ohio Power Co. - Distribution $121,581,306 $11,707,587 $180,039,789 $974,683 $6,773,513 ($11,788,065) ($5,890,962) $823,224 ($9,107,607)
160 Ohio Power Co. - Transmission $14,559,862 $1,309,373 $21,560,506 $7,381 $807,463 ($1,411,669) ($1,031,548) $98,584 ($1,529,789)

Ohio Power Co. $136,141,168 $13,016,960 $201,600,295 $982,064 $7,580,976 ($13,199,734) ($6,922,510) $921,808 ($10,637,396)

167 Public Service Co. of Oklahoma - Distribution $41,830,523 $3,775,033 $61,943,392 $453,008 $2,344,512 ($4,055,730) ($2,477,659) $283,233 ($3,452,636)
198 Public Service Co. of Oklahoma - Generation $20,668,486 $1,842,296 $30,606,267 $289,894 $1,162,912 ($2,003,938) ($1,498,642) $139,946 ($1,909,828)
114 Public Service Co. of Oklahoma - Transmission $4,860,435 $426,192 $7,197,420 $60,696 $273,240 ($471,249) ($313,349) $32,910 ($417,752)

Public Service Co. of Oklahoma $67,359,444 $6,043,521 $99,747,079 $803,598 $3,780,664 ($6,530,917) ($4,289,650) $456,089 ($5,780,216)

159 Southwestern Electric Power Co. - Distribution $29,458,679 $2,530,528 $43,622,943 $350,410 $1,656,576 ($2,856,202) ($1,794,965) $199,464 ($2,444,717)
168 Southwestern Electric Power Co. - Generation $28,924,950 $2,521,253 $42,832,587 $421,480 $1,630,007 ($2,804,454) ($2,137,691) $195,850 ($2,694,808)
161 Southwestern Electric Power Co. - Texas - Distribution $13,716,220 $1,171,658 $20,311,226 $151,540 $770,831 ($1,329,873) ($942,674) $92,872 ($1,257,304)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission $4,565,075 $371,349 $6,760,045 $45,512 $256,797 ($442,612) ($280,205) $30,910 ($389,598)

Southwestern Electric Power Co. $76,664,924 $6,594,788 $113,526,801 $968,942 $4,314,211 ($7,433,141) ($5,155,535) $519,096 ($6,786,427)

119 AEP Texas North Company - Distribution $19,573,413 $1,814,405 $28,984,663 $188,625 $1,094,322 ($1,897,764) ($1,276,048) $132,531 ($1,758,334)
166 AEP Texas North Company - Generation $4,941,699 $530,260 $7,317,757 $0 $271,458 ($479,128) ($67,677) $33,460 ($241,887)
192 AEP Texas North Company - Transmission $2,615,000 $240,537 $3,872,339 $36,401 $146,904 ($253,541) ($233,844) $17,706 ($286,374)

AEP Texas North Co. $27,130,112 $2,585,202 $40,174,759 $225,026 $1,512,684 ($2,630,433) ($1,577,569) $183,697 ($2,286,595)

230 Kingsport Power Co. - Distribution $3,796,718 $338,858 $5,622,248 $37,075 $212,672 ($368,115) ($177,403) $25,707 ($270,064)
260 Kingsport Power Co. - Transmission $473,778 $37,771 $701,579 $2,264 $26,531 ($45,936) ($40,419) $3,208 ($54,352)

Kingsport Power Co. $4,270,496 $376,629 $6,323,827 $39,339 $239,203 ($414,051) ($217,822) $28,915 ($324,416)

210 Wheeling Power Co. - Distribution $4,885,068 $474,169 $7,233,897 $35,628 $271,843 ($473,638) ($259,071) $33,077 ($392,161)
200 Wheeling Power Co. - Transmission $211,643 $36,450 $313,405 $0 $11,233 ($20,520) ($2,613) $1,433 ($10,467)

Wheeling Power Co. $5,096,711 $510,619 $7,547,302 $35,628 $283,076 ($494,158) ($261,684) $34,510 ($402,628)

103 American Electric Power Service Corporation $266,996,088 $22,435,670 $395,372,621 $3,496,750 $15,047,122 ($25,886,933) ($17,282,221) $1,807,820 ($22,817,462)
American Electric Power Service Corporation $266,996,088 $22,435,670 $395,372,621 $3,496,750 $15,047,122 ($25,886,933) ($17,282,221) $1,807,820 ($22,817,462)

143 AEP Pro Serv, Inc. $83,426 $12,313 $123,539 $0 $4,487 ($8,089) ($1,133) $565 ($4,170)
171 CSW Energy, Inc. $1,278,407 $47,173 $1,893,088 $47,045 $75,527 ($123,950) ($47,052) $8,656 ($39,774)
293 Elmwood $2,074,061 $138,960 $3,071,307 $80,315 $120,981 ($201,093) ($276,067) $14,043 ($261,821)
292 AEP River Operations LLC $12,410,360 $640,830 $18,377,485 $614,111 $737,097 ($1,203,262) ($1,245,634) $84,030 ($1,013,658)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $15,846,254 $839,276 $23,465,419 $741,471 $938,092 ($1,536,394) ($1,569,886) $107,294 ($1,319,423)

270 Cook Coal Terminal $1,093,445 $115,400 $1,619,193 $9,094 $60,648 ($106,016) ($67,747) $7,404 ($96,617)
AEP Generating Company $1,093,445 $115,400 $1,619,193 $9,094 $60,648 ($106,016) ($67,747) $7,404 ($96,617)

104 Cardinal Operating Company $18,882,073 $1,664,987 $27,960,914 $213,004 $1,059,910 ($1,830,735) ($1,116,823) $127,850 ($1,546,794)
181 Ohio Power Co. - Generation $85,588,060 $8,356,651 $126,740,342 $463,008 $4,752,035 ($8,298,295) ($4,359,566) $579,515 ($6,863,303)

AEP Generation Resources - FERC $104,470,133 $10,021,638 $154,701,256 $676,012 $5,811,945 ($10,129,030) ($5,476,389) $707,365 ($8,410,097)
290 Conesville Coal Preparation Company $963,996 $115,807 $1,427,503 $0 $52,601 ($93,465) ($51,555) $6,527 ($85,892)

AEP Generation Resources - SEC $105,434,129 $10,137,445 $156,128,759 $676,012 $5,864,546 ($10,222,495) ($5,527,944) $713,892 ($8,495,989)

Total $1,157,304,290 $104,543,820 $1,713,757,055 $12,366,078 $64,851,843 ($112,207,858) ($69,056,806) $7,836,073 ($96,210,670)
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  AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
ESTIMATED 2020 NET PERIODIC POSTRETIREMENT BENEFIT COST

Accumulated Expected Net Expected Net Periodic
Postretirement Benefit Fair Value Service Interest Return on Amortizations Postretirement

Location Benefit Obligation Payments of Assets Cost Cost Assets PSC (G)/L Benefit Cost

140 Appalachian Power Co. - Distribution $92,367,746 $9,066,380 $140,714,006 $743,982 $5,141,261 ($9,218,901) ($5,097,397) $582,123 ($7,848,932)
215 Appalachian Power Co. - Generation   $77,207,818 $7,270,916 $117,619,210 $639,707 $4,307,272 ($7,705,842) ($4,162,884) $486,582 ($6,435,165)
150 Appalachian Power Co. - Transmission $10,900,155 $852,271 $16,605,412 $35,091 $609,877 ($1,087,906) ($781,538) $68,695 ($1,155,781)

Appalachian Power Co. - FERC $180,475,719 $17,189,567 $274,938,628 $1,418,780 $10,058,410 ($18,012,649) ($10,041,819) $1,137,400 ($15,439,878)
225 Cedar Coal Co $480,448 $79,688 $731,920 $0 $25,588 ($47,952) ($8,202) $3,028 ($27,538)

Appalachian Power Co. - SEC $180,956,167 $17,269,255 $275,670,548 $1,418,780 $10,083,998 ($18,060,601) ($10,050,021) $1,140,428 ($15,467,416)

211 AEP Texas Central Company - Distribution $67,556,898 $6,244,142 $102,916,896 $629,379 $3,776,276 ($6,742,617) ($3,881,048) $425,759 ($5,792,251)
147 AEP Texas Central Company - Generation $0 $0 $0 $0 $0 $0 ($15,337) $0 ($15,337)
169 AEP Texas Central Company - Transmission $6,355,525 $576,781 $9,682,074 $72,348 $356,326 ($634,323) ($391,921) $40,054 ($557,516)

AEP Texas Central Co. $73,912,423 $6,820,923 $112,598,970 $701,727 $4,132,602 ($7,376,940) ($4,288,306) $465,813 ($6,365,104)

170 Indiana Michigan Power Co. - Distribution $44,682,357 $4,584,069 $68,069,578 $412,314 $2,484,427 ($4,459,590) ($2,601,438) $281,599 ($3,882,688)
132 Indiana Michigan Power Co. - Generation $27,071,719 $2,614,398 $41,241,344 $298,306 $1,512,712 ($2,701,933) ($1,850,054) $170,612 ($2,570,357)
190 Indiana Michigan Power Co. - Nuclear $46,799,723 $3,993,750 $71,295,195 $919,682 $2,653,539 ($4,670,916) ($3,561,730) $294,943 ($4,364,482)
120 Indiana Michigan Power Co. - Transmission $9,855,904 $842,268 $15,014,589 $83,399 $552,398 ($983,683) ($596,815) $62,114 ($882,587)
280 Ind Mich River Transp Lakin $11,399,849 $996,047 $17,366,651 $194,963 $644,021 ($1,137,779) ($811,278) $71,845 ($1,038,228)

Indiana Michigan Power Co. - FERC $139,809,552 $13,030,532 $212,987,357 $1,908,664 $7,847,097 ($13,953,901) ($9,421,315) $881,113 ($12,738,342)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC $139,809,552 $13,030,532 $212,987,357 $1,908,664 $7,847,097 ($13,953,901) ($9,421,315) $881,113 ($12,738,342)

110 Kentucky Power Co. - Distribution $17,453,679 $1,674,438 $26,589,120 $158,208 $973,615 ($1,741,991) ($1,210,578) $109,997 ($1,710,749)
117 Kentucky Power Co. - Generation $11,598,355 $1,027,853 $17,669,057 $57,190 $646,634 ($1,157,591) ($611,828) $73,096 ($992,499)
180 Kentucky Power Co. - Transmission $1,807,285 $143,085 $2,753,237 $20,542 $101,923 ($180,379) ($198,150) $11,390 ($244,674)
600 Kentucky Power Co. - Kammer Actives $1,271,542 $128,956 $1,937,081 $37,316 $72,227 ($126,908) ($42,530) $8,014 ($51,881)
701 Kentucky Power Co. - Mitchell Actives $6,502,813 $545,040 $9,906,454 $189,947 $372,597 ($649,023) ($160,767) $40,982 ($206,264)
702 Kentucky Power Co. - Mitchell Inactives $5,690,168 $510,203 $8,668,462 $0 $315,442 ($567,916) ($200,743) $35,861 ($417,356)

Kentucky Power Co. $44,323,842 $4,029,575 $67,523,411 $463,203 $2,482,438 ($4,423,808) ($2,424,596) $279,340 ($3,623,423)

250 Ohio Power Co. - Distribution $117,621,915 $11,378,042 $179,186,475 $997,832 $6,554,633 ($11,739,431) ($5,890,962) $741,281 ($9,336,647)
160 Ohio Power Co. - Transmission $14,065,333 $1,245,120 $21,427,278 $7,556 $780,628 ($1,403,812) ($1,031,548) $88,643 ($1,558,533)

Ohio Power Co. $131,687,248 $12,623,162 $200,613,753 $1,005,388 $7,335,261 ($13,143,243) ($6,922,510) $829,924 ($10,895,180)

167 Public Service Co. of Oklahoma - Distribution $40,853,010 $3,757,927 $62,235,910 $463,767 $2,288,929 ($4,077,396) ($2,477,659) $257,465 ($3,544,894)
198 Public Service Co. of Oklahoma - Generation $20,278,996 $1,870,651 $30,893,238 $296,779 $1,139,911 ($2,023,976) ($1,498,642) $127,803 ($1,958,125)
114 Public Service Co. of Oklahoma - Transmission $4,768,179 $434,213 $7,263,895 $62,138 $267,744 ($475,895) ($313,349) $30,050 ($429,312)

Public Service Co. of Oklahoma $65,900,185 $6,062,791 $100,393,043 $822,684 $3,696,584 ($6,577,267) ($4,289,650) $415,318 ($5,932,331)

159 Southwestern Electric Power Co. - Distribution $28,935,137 $2,522,049 $44,080,095 $358,732 $1,626,936 ($2,887,915) ($1,794,965) $182,356 ($2,514,856)
168 Southwestern Electric Power Co. - Generation $28,455,184 $2,555,399 $43,348,930 $431,490 $1,602,365 ($2,840,012) ($2,137,691) $179,331 ($2,764,517)
161 Southwestern Electric Power Co. - Texas - Distribution $13,466,933 $1,171,173 $20,515,669 $155,139 $756,595 ($1,344,087) ($942,674) $84,872 ($1,290,155)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission $4,496,035 $373,094 $6,849,308 $46,593 $252,805 ($448,734) ($280,205) $28,335 ($401,206)

Southwestern Electric Power Co. $75,353,289 $6,621,715 $114,794,002 $991,954 $4,238,701 ($7,520,748) ($5,155,535) $474,894 ($6,970,734)

119 AEP Texas North Company - Distribution $19,041,955 $1,801,218 $29,008,717 $193,105 $1,064,134 ($1,900,511) ($1,276,048) $120,007 ($1,799,313)
166 AEP Texas North Company - Generation $4,682,897 $503,906 $7,133,975 $0 $257,201 ($467,384) ($67,677) $29,513 ($248,347)
192 AEP Texas North Company - Transmission $2,557,768 $244,087 $3,896,531 $37,266 $143,533 ($255,282) ($233,844) $16,120 ($292,207)

AEP Texas North Co. $26,282,620 $2,549,211 $40,039,223 $230,371 $1,464,868 ($2,623,177) ($1,577,569) $165,640 ($2,339,867)

230 Kingsport Power Co. - Distribution $3,707,607 $335,170 $5,648,208 $37,956 $207,660 ($370,043) ($177,403) $23,366 ($278,464)
260 Kingsport Power Co. - Transmission $464,802 $36,192 $708,084 $2,318 $26,058 ($46,390) ($40,419) $2,929 ($55,504)

Kingsport Power Co. $4,172,409 $371,362 $6,356,292 $40,274 $233,718 ($416,433) ($217,822) $26,295 ($333,968)

210 Wheeling Power Co. - Distribution $4,718,370 $469,462 $7,188,015 $36,474 $262,358 ($470,924) ($259,071) $29,736 ($401,427)
200 Wheeling Power Co. - Transmission $186,426 $33,573 $284,003 $0 $9,853 ($18,607) ($2,613) $1,175 ($10,192)

Wheeling Power Co. $4,904,796 $503,035 $7,472,018 $36,474 $272,211 ($489,531) ($261,684) $30,911 ($411,619)

103 American Electric Power Service Corporation $263,104,290 $22,278,129 $400,815,873 $3,579,800 $14,830,718 ($26,259,516) ($17,282,221) $1,658,145 ($23,473,074)
American Electric Power Service Corporation $263,104,290 $22,278,129 $400,815,873 $3,579,800 $14,830,718 ($26,259,516) ($17,282,221) $1,658,145 ($23,473,074)

143 AEP Pro Serv, Inc. $75,600 $3,598 $115,170 $0 $4,282 ($7,545) ($1,133) $476 ($3,920)
171 CSW Energy, Inc. $1,353,806 $48,811 $2,062,402 $48,162 $79,919 ($135,119) ($47,052) $8,532 ($45,558)
293 Elmwood $2,136,397 $153,408 $3,254,610 $82,222 $124,294 ($213,226) ($276,067) $13,464 ($269,313)
292 AEP River Operations LLC $13,120,738 $717,509 $19,988,272 $628,696 $776,953 ($1,309,535) ($1,245,634) $82,690 ($1,066,830)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $16,686,541 $923,326 $25,420,454 $759,080 $985,448 ($1,665,425) ($1,569,886) $105,162 ($1,385,621)

270 Cook Coal Terminal $1,047,787 $111,433 $1,596,210 $9,310 $58,126 ($104,576) ($67,747) $6,603 ($98,284)
AEP Generating Company $1,047,787 $111,433 $1,596,210 $9,310 $58,126 ($104,576) ($67,747) $6,603 ($98,284)

104 Cardinal Operating Company $18,490,000 $1,667,496 $28,167,863 $218,063 $1,037,392 ($1,845,422) ($1,116,823) $116,528 ($1,590,262)
181 Ohio Power Co. - Generation $82,446,452 $7,945,778 $125,599,801 $474,004 $4,582,207 ($8,228,692) ($4,359,566) $519,597 ($7,012,450)

AEP Generation Resources - FERC $100,936,452 $9,613,274 $153,767,664 $692,067 $5,619,599 ($10,074,114) ($5,476,389) $636,125 ($8,602,712)
290 Conesville Coal Preparation Company $900,790 $109,397 $1,372,273 $0 $49,118 ($89,905) ($51,555) $5,677 ($86,665)

AEP Generation Resources - SEC $101,837,242 $9,722,671 $155,139,937 $692,067 $5,668,717 ($10,164,019) ($5,527,944) $641,802 ($8,689,377)

Total $1,129,978,391 $102,917,120 $1,721,421,091 $12,659,776 $63,330,487 ($112,779,185) ($69,056,806) $7,121,388 ($98,724,340)
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  AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
ESTIMATED 2021 NET PERIODIC POSTRETIREMENT BENEFIT COST

Accumulated Expected Net Expected Net Periodic
Postretirement Benefit Fair Value Service Interest Return on Amortizations Postretirement

Location Benefit Obligation Payments of Assets Cost Cost Assets PSC (G)/L Benefit Cost

140 Appalachian Power Co. - Distribution $89,186,609 $8,932,583 $139,981,922 $761,652 $4,961,605 ($9,175,528) ($5,097,397) $518,820 ($8,030,848)
215 Appalachian Power Co. - Generation   $74,883,881 $7,070,254 $117,533,223 $654,900 $4,179,102 ($7,704,062) ($4,162,884) $435,618 ($6,597,326)
150 Appalachian Power Co. - Transmission $10,692,852 $853,935 $16,782,856 $35,924 $597,854 ($1,100,082) ($781,538) $62,203 ($1,185,639)

Appalachian Power Co. - FERC $174,763,342 $16,856,772 $274,298,001 $1,452,476 $9,738,561 ($17,979,672) ($10,041,819) $1,016,641 ($15,813,813)
225 Cedar Coal Co $426,348 $72,031 $669,170 $0 $22,669 ($43,863) ($8,202) $2,480 ($26,916)

Appalachian Power Co. - SEC $175,189,690 $16,928,803 $274,967,171 $1,452,476 $9,761,230 ($18,023,535) ($10,050,021) $1,019,121 ($15,840,729)

211 AEP Texas Central Company - Distribution $65,718,411 $6,234,144 $103,147,654 $644,327 $3,670,797 ($6,761,117) ($3,881,048) $382,300 ($5,944,741)
147 AEP Texas Central Company - Generation $0 $0 $0 $0 $0 $0 ($15,337) $0 ($15,337)
169 AEP Texas Central Company - Transmission $6,207,418 $562,727 $9,742,789 $74,066 $348,237 ($638,620) ($391,921) $36,110 ($572,128)

AEP Texas Central Co. $71,925,829 $6,796,871 $112,890,443 $718,393 $4,019,034 ($7,399,737) ($4,288,306) $418,410 ($6,532,206)

170 Indiana Michigan Power Co. - Distribution $42,995,029 $4,446,602 $67,482,404 $422,106 $2,391,060 ($4,423,333) ($2,601,438) $250,113 ($3,961,492)
132 Indiana Michigan Power Co. - Generation $26,268,339 $2,658,575 $41,229,201 $305,391 $1,465,264 ($2,702,490) ($1,850,054) $152,809 ($2,629,080)
190 Indiana Michigan Power Co. - Nuclear $46,379,194 $4,051,131 $72,793,986 $941,524 $2,628,775 ($4,771,497) ($3,561,730) $269,799 ($4,493,129)
120 Indiana Michigan Power Co. - Transmission $9,649,433 $836,380 $15,145,168 $85,380 $540,706 ($992,735) ($596,815) $56,133 ($907,331)
280 Ind Mich River Transp Lakin $11,242,786 $981,416 $17,645,999 $199,593 $635,598 ($1,156,659) ($811,278) $65,402 ($1,067,344)

Indiana Michigan Power Co. - FERC $136,534,781 $12,974,104 $214,296,758 $1,953,994 $7,661,403 ($14,046,714) ($9,421,315) $794,256 ($13,058,376)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC $136,534,781 $12,974,104 $214,296,758 $1,953,994 $7,661,403 ($14,046,714) ($9,421,315) $794,256 ($13,058,376)

110 Kentucky Power Co. - Distribution $16,911,064 $1,653,152 $26,542,586 $161,965 $942,970 ($1,739,812) ($1,210,578) $98,376 ($1,747,079)
117 Kentucky Power Co. - Generation $11,274,326 $1,040,687 $17,695,502 $58,548 $627,552 ($1,159,904) ($611,828) $65,585 ($1,020,047)
180 Kentucky Power Co. - Transmission $1,786,665 $127,938 $2,804,242 $21,030 $101,188 ($183,812) ($198,150) $10,393 ($249,351)
600 Kentucky Power Co. - Kammer Actives $1,252,129 $139,518 $1,965,266 $38,202 $70,850 ($128,819) ($42,530) $7,284 ($55,013)
701 Kentucky Power Co. - Mitchell Actives $6,520,317 $613,139 $10,233,896 $194,458 $371,927 ($670,811) ($160,767) $37,930 ($227,263)
702 Kentucky Power Co. - Mitchell Inactives $5,495,407 $506,678 $8,625,259 $0 $304,247 ($565,368) ($200,743) $31,968 ($429,896)

Kentucky Power Co. $43,239,908 $4,081,112 $67,866,751 $474,203 $2,418,734 ($4,448,526) ($2,424,596) $251,536 ($3,728,649)

250 Ohio Power Co. - Distribution $113,796,338 $11,176,052 $178,607,868 $1,021,531 $6,339,899 ($11,707,380) ($5,890,962) $661,981 ($9,574,931)
160 Ohio Power Co. - Transmission $13,608,397 $1,196,214 $21,358,919 $7,735 $755,534 ($1,400,033) ($1,031,548) $79,163 ($1,589,149)

Ohio Power Co. $127,404,735 $12,372,266 $199,966,787 $1,029,266 $7,095,433 ($13,107,413) ($6,922,510) $741,144 ($11,164,080)

167 Public Service Co. of Oklahoma - Distribution $39,847,779 $3,663,711 $62,542,670 $474,781 $2,233,958 ($4,099,544) ($2,477,659) $231,804 ($3,636,660)
198 Public Service Co. of Oklahoma - Generation $19,845,035 $1,831,940 $31,147,570 $303,828 $1,116,257 ($2,041,659) ($1,498,642) $115,443 ($2,004,773)
114 Public Service Co. of Oklahoma - Transmission $4,663,848 $428,401 $7,320,095 $63,614 $261,944 ($479,817) ($313,349) $27,131 ($440,477)

Public Service Co. of Oklahoma $64,356,662 $5,924,052 $101,010,335 $842,223 $3,612,159 ($6,621,020) ($4,289,650) $374,378 ($6,081,910)

159 Southwestern Electric Power Co. - Distribution $28,398,756 $2,579,272 $44,572,975 $367,252 $1,594,684 ($2,921,667) ($1,794,965) $165,202 ($2,589,494)
168 Southwestern Electric Power Co. - Generation $27,933,640 $2,632,907 $43,842,957 $441,738 $1,570,494 ($2,873,816) ($2,137,691) $162,497 ($2,836,778)
161 Southwestern Electric Power Co. - Texas - Distribution $13,207,494 $1,136,448 $20,729,686 $158,824 $742,754 ($1,358,788) ($942,674) $76,831 ($1,323,053)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission $4,422,339 $367,565 $6,941,037 $47,700 $248,753 ($454,971) ($280,205) $25,726 ($412,997)

Southwestern Electric Power Co. $73,962,229 $6,716,192 $116,086,655 $1,015,514 $4,156,685 ($7,609,242) ($5,155,535) $430,256 ($7,162,322)

119 AEP Texas North Company - Distribution $18,497,976 $1,776,179 $29,033,307 $197,691 $1,033,565 ($1,903,074) ($1,276,048) $107,607 ($1,840,259)
166 AEP Texas North Company - Generation $4,436,192 $495,795 $6,962,779 $0 $243,124 ($456,396) ($67,677) $25,806 ($255,143)
192 AEP Texas North Company - Transmission $2,494,480 $244,719 $3,915,185 $38,151 $139,896 ($256,632) ($233,844) $14,511 ($297,918)

AEP Texas North Co. $25,428,648 $2,516,693 $39,911,271 $235,842 $1,416,585 ($2,616,102) ($1,577,569) $147,924 ($2,393,320)

230 Kingsport Power Co. - Distribution $3,618,053 $336,311 $5,678,678 $38,857 $202,485 ($372,226) ($177,403) $21,047 ($287,240)
260 Kingsport Power Co. - Transmission $456,986 $37,405 $717,258 $2,373 $25,573 ($47,015) ($40,419) $2,658 ($56,830)

Kingsport Power Co. $4,075,039 $373,716 $6,395,936 $41,230 $228,058 ($419,241) ($217,822) $23,705 ($344,070)

210 Wheeling Power Co. - Distribution $4,547,740 $464,282 $7,137,858 $37,340 $252,660 ($467,872) ($259,071) $26,455 ($410,488)
200 Wheeling Power Co. - Transmission $162,706 $30,766 $255,374 $0 $8,557 ($16,739) ($2,613) $947 ($9,848)

Wheeling Power Co. $4,710,446 $495,048 $7,393,232 $37,340 $261,217 ($484,611) ($261,684) $27,402 ($420,336)

103 American Electric Power Service Corporation $259,236,679 $21,977,717 $406,882,254 $3,664,819 $14,619,916 ($26,670,296) ($17,282,221) $1,508,043 ($24,159,739)
American Electric Power Service Corporation $259,236,679 $21,977,717 $406,882,254 $3,664,819 $14,619,916 ($26,670,296) ($17,282,221) $1,508,043 ($24,159,739)

143 AEP Pro Serv, Inc. $76,284 $3,683 $119,731 $0 $4,319 ($7,848) ($1,133) $444 ($4,218)
171 CSW Energy, Inc. $1,433,076 $58,071 $2,249,270 $49,306 $84,318 ($147,435) ($47,052) $8,337 ($52,526)
293 Elmwood $2,189,505 $165,227 $3,436,515 $84,175 $127,149 ($225,257) ($276,067) $12,737 ($277,263)
292 AEP River Operations LLC $13,808,878 $813,112 $21,673,582 $643,628 $814,997 ($1,420,659) ($1,245,634) $80,330 ($1,127,338)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $17,507,743 $1,040,093 $27,479,098 $777,109 $1,030,783 ($1,801,199) ($1,569,886) $101,848 ($1,461,345)

270 Cook Coal Terminal $1,003,790 $105,683 $1,575,488 $9,531 $55,751 ($103,270) ($67,747) $5,839 ($99,896)
AEP Generating Company $1,003,790 $105,683 $1,575,488 $9,531 $55,751 ($103,270) ($67,747) $5,839 ($99,896)

104 Cardinal Operating Company $18,077,959 $1,676,079 $28,374,074 $223,242 $1,013,548 ($1,859,862) ($1,116,823) $105,164 ($1,634,731)
181 Ohio Power Co. - Generation $79,556,885 $7,708,310 $124,867,688 $485,262 $4,422,054 ($8,184,821) ($4,359,566) $462,802 ($7,174,269)

AEP Generation Resources - FERC $97,634,844 $9,384,389 $153,241,762 $708,504 $5,435,602 ($10,044,683) ($5,476,389) $567,966 ($8,809,000)
290 Conesville Coal Preparation Company $840,511 $110,302 $1,319,215 $0 $45,596 ($86,472) ($51,555) $4,889 ($87,542)

AEP Generation Resources - SEC $98,475,355 $9,494,691 $154,560,977 $708,504 $5,481,198 ($10,131,155) ($5,527,944) $572,855 ($8,896,542)

Total $1,103,051,534 $101,797,041 $1,731,283,156 $12,960,444 $61,818,186 ($113,482,061) ($69,056,806) $6,416,717 ($101,343,520)
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AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
ESTIMATED 2022 NET PERIODIC POSTRETIREMENT BENEFIT COST

Accumulated Expected Net Expected Net Periodic
Postretirement Benefit Fair Value Service Interest Return on Amortizations Postretirement

Location Benefit Obligation Payments of Assets Cost Cost Assets PSC (G)/L Benefit Cost

140 Appalachian Power Co. - Distribution $85,977,283 $8,665,229 $139,266,780 $779,741 $4,784,157 ($9,136,250) ($5,097,397) $458,315 ($8,211,434)
215 Appalachian Power Co. - Generation   $72,647,629 $6,833,119 $117,675,286 $670,454 $4,057,081 ($7,719,793) ($4,162,884) $387,259 ($6,767,883)
150 Appalachian Power Co. - Transmission $10,472,695 $859,972 $16,963,766 $36,777 $584,962 ($1,112,866) ($781,538) $55,826 ($1,216,839)

Appalachian Power Co. - FERC $169,097,607 $16,358,320 $273,905,832 $1,486,972 $9,426,200 ($17,968,909) ($10,041,819) $901,400 ($16,196,156)
225 Cedar Coal Co $376,986 $64,107 $610,645 $0 $20,032 ($40,060) ($8,202) $2,010 ($26,220)

Appalachian Power Co. - SEC $169,474,593 $16,422,427 $274,516,477 $1,486,972 $9,446,232 ($18,008,969) ($10,050,021) $903,410 ($16,222,376)

211 AEP Texas Central Company - Distribution $63,799,391 $6,143,740 $103,342,830 $659,630 $3,562,966 ($6,779,548) ($3,881,048) $340,093 ($6,097,907)
147 AEP Texas Central Company - Generation $0 $0 $0 $0 $0 $0 ($15,337) $0 ($15,337)
169 AEP Texas Central Company - Transmission $6,066,994 $548,479 $9,827,372 $75,825 $340,602 ($644,700) ($391,921) $32,341 ($587,853)

AEP Texas Central Co. $69,866,385 $6,692,219 $113,170,202 $735,455 $3,903,568 ($7,424,248) ($4,288,306) $372,434 ($6,701,097)

170 Indiana Michigan Power Co. - Distribution $41,361,593 $4,264,965 $66,997,882 $432,131 $2,302,095 ($4,395,229) ($2,601,438) $220,484 ($4,041,957)
132 Indiana Michigan Power Co. - Generation $25,380,419 $2,547,736 $41,111,432 $312,644 $1,417,355 ($2,697,013) ($1,850,054) $135,294 ($2,681,774)
190 Indiana Michigan Power Co. - Nuclear $45,898,362 $3,974,362 $74,346,582 $963,885 $2,604,378 ($4,877,322) ($3,561,730) $244,668 ($4,626,121)
120 Indiana Michigan Power Co. - Transmission $9,439,139 $846,708 $15,289,603 $87,408 $528,331 ($1,003,036) ($596,815) $50,317 ($933,795)
280 Ind Mich River Transp Lakin $11,096,561 $958,021 $17,974,310 $204,333 $628,061 ($1,179,160) ($811,278) $59,152 ($1,098,892)

Indiana Michigan Power Co. - FERC $133,176,074 $12,591,792 $215,719,809 $2,000,401 $7,480,220 ($14,151,760) ($9,421,315) $709,915 ($13,382,539)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC $133,176,074 $12,591,792 $215,719,809 $2,000,401 $7,480,220 ($14,151,760) ($9,421,315) $709,915 ($13,382,539)

110 Kentucky Power Co. - Distribution $16,362,847 $1,563,164 $26,504,687 $165,812 $913,969 ($1,738,774) ($1,210,578) $87,225 ($1,782,346)
117 Kentucky Power Co. - Generation $10,919,739 $1,002,474 $17,687,892 $59,939 $608,159 ($1,160,370) ($611,828) $58,209 ($1,045,891)
180 Kentucky Power Co. - Transmission $1,780,945 $136,676 $2,884,791 $21,529 $100,636 ($189,250) ($198,150) $9,494 ($255,741)
600 Kentucky Power Co. - Kammer Actives $1,221,663 $132,341 $1,978,861 $39,109 $69,341 ($129,818) ($42,530) $6,512 ($57,386)
701 Kentucky Power Co. - Mitchell Actives $6,473,563 $645,463 $10,485,936 $199,076 $368,558 ($687,904) ($160,767) $34,508 ($246,529)
702 Kentucky Power Co. - Mitchell Inactives $5,292,976 $479,272 $8,573,610 $0 $293,290 ($562,450) ($200,743) $28,215 ($441,688)

Kentucky Power Co. $42,051,733 $3,959,390 $68,115,777 $485,465 $2,353,953 ($4,468,566) ($2,424,596) $224,163 ($3,829,581)

250 Ohio Power Co. - Distribution $109,981,716 $10,927,506 $178,149,378 $1,045,792 $6,127,164 ($11,687,045) ($5,890,962) $586,275 ($9,818,776)
160 Ohio Power Co. - Transmission $13,175,452 $1,190,117 $21,341,716 $7,919 $730,609 ($1,400,070) ($1,031,548) $70,234 ($1,622,856)

Ohio Power Co. $123,157,168 $12,117,623 $199,491,094 $1,053,711 $6,857,773 ($13,087,115) ($6,922,510) $656,509 ($11,441,632)

167 Public Service Co. of Oklahoma - Distribution $38,892,807 $3,631,737 $62,998,920 $486,057 $2,180,138 ($4,132,887) ($2,477,659) $207,324 ($3,737,027)
198 Public Service Co. of Oklahoma - Generation $19,433,180 $1,830,021 $31,478,041 $311,044 $1,092,842 ($2,065,038) ($1,498,642) $103,592 ($2,056,202)
114 Public Service Co. of Oklahoma - Transmission $4,561,005 $425,385 $7,387,957 $65,125 $256,153 ($484,668) ($313,349) $24,313 ($452,426)

Public Service Co. of Oklahoma $62,886,992 $5,887,143 $101,864,918 $862,226 $3,529,133 ($6,682,593) ($4,289,650) $335,229 ($6,245,655)

159 Southwestern Electric Power Co. - Distribution $27,781,420 $2,557,925 $45,000,595 $375,974 $1,559,995 ($2,952,152) ($1,794,965) $148,093 ($2,663,055)
168 Southwestern Electric Power Co. - Generation $27,312,965 $2,572,705 $44,241,788 $452,229 $1,536,824 ($2,902,372) ($2,137,691) $145,596 ($2,905,414)
161 Southwestern Electric Power Co. - Texas - Distribution $12,972,624 $1,136,309 $21,013,174 $162,596 $729,354 ($1,378,517) ($942,674) $69,153 ($1,360,088)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission $4,351,227 $368,189 $7,048,157 $48,833 $244,676 ($462,377) ($280,205) $23,195 ($425,878)

Southwestern Electric Power Co. $72,418,236 $6,635,128 $117,303,714 $1,039,632 $4,070,849 ($7,695,418) ($5,155,535) $386,037 ($7,354,435)

119 AEP Texas North Company - Distribution $17,953,053 $1,754,898 $29,080,518 $202,386 $1,002,841 ($1,907,755) ($1,276,048) $95,702 ($1,882,874)
166 AEP Texas North Company - Generation $4,183,521 $483,576 $6,776,505 $0 $228,818 ($444,556) ($67,677) $22,301 ($261,114)
192 AEP Texas North Company - Transmission $2,427,808 $243,669 $3,932,585 $39,057 $136,111 ($257,987) ($233,844) $12,942 ($303,721)

AEP Texas North Co. $24,564,382 $2,482,143 $39,789,608 $241,443 $1,367,770 ($2,610,298) ($1,577,569) $130,945 ($2,447,709)

230 Kingsport Power Co. - Distribution $3,523,084 $329,088 $5,706,723 $39,780 $197,237 ($374,375) ($177,403) $18,780 ($295,981)
260 Kingsport Power Co. - Transmission $447,527 $39,288 $724,908 $2,429 $24,974 ($47,556) ($40,419) $2,386 ($58,186)

Kingsport Power Co. $3,970,611 $368,376 $6,431,631 $42,209 $222,211 ($421,931) ($217,822) $21,166 ($354,167)

210 Wheeling Power Co. - Distribution $4,373,458 $463,597 $7,084,167 $38,227 $242,623 ($464,739) ($259,071) $23,313 ($419,647)
200 Wheeling Power Co. - Transmission $140,497 $27,783 $227,578 $0 $7,354 ($14,930) ($2,613) $749 ($9,440)

Wheeling Power Co. $4,513,955 $491,380 $7,311,745 $38,227 $249,977 ($479,669) ($261,684) $24,062 ($429,087)

103 American Electric Power Service Corporation $255,543,697 $21,539,102 $413,931,988 $3,751,860 $14,423,312 ($27,154,972) ($17,282,221) $1,362,217 ($24,899,804)
American Electric Power Service Corporation $255,543,697 $21,539,102 $413,931,988 $3,751,860 $14,423,312 ($27,154,972) ($17,282,221) $1,362,217 ($24,899,804)

143 AEP Pro Serv, Inc. $76,920 $3,777 $124,596 $0 $4,353 ($8,174) ($1,133) $410 ($4,544)
171 CSW Energy, Inc. $1,508,629 $68,995 $2,443,691 $50,477 $88,455 ($160,312) ($47,052) $8,042 ($60,390)
293 Elmwood $2,235,602 $166,507 $3,621,248 $86,174 $129,902 ($237,563) ($276,067) $11,917 ($285,637)
292 AEP River Operations LLC $14,454,391 $852,623 $23,413,353 $658,914 $852,194 ($1,535,975) ($1,245,634) $77,051 ($1,193,450)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $18,275,542 $1,091,902 $29,602,888 $795,565 $1,074,904 ($1,942,024) ($1,569,886) $97,420 ($1,544,021)

270 Cook Coal Terminal $963,389 $96,532 $1,560,506 $9,757 $53,682 ($102,373) ($67,747) $5,135 ($101,546)
AEP Generating Company $963,389 $96,532 $1,560,506 $9,757 $53,682 ($102,373) ($67,747) $5,135 ($101,546)

104 Cardinal Operating Company $17,638,670 $1,637,510 $28,571,277 $228,544 $989,480 ($1,874,347) ($1,116,823) $94,026 ($1,679,120)
181 Ohio Power Co. - Generation $76,755,891 $7,514,390 $124,329,886 $496,787 $4,265,809 ($8,156,352) ($4,359,566) $409,159 ($7,344,163)

AEP Generation Resources - FERC $94,394,561 $9,151,900 $152,901,163 $725,331 $5,255,289 ($10,030,699) ($5,476,389) $503,185 ($9,023,283)
290 Conesville Coal Preparation Company $775,805 $92,909 $1,256,656 $0 $42,340 ($82,440) ($51,555) $4,136 ($87,519)

AEP Generation Resources - SEC $95,170,366 $9,244,809 $154,157,819 $725,331 $5,297,629 ($10,113,139) ($5,527,944) $507,321 ($9,110,802)

Total $1,076,033,123 $99,619,966 $1,742,968,176 $13,268,254 $60,331,213 ($114,343,075) ($69,056,806) $5,735,963 ($104,064,451)
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AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
ESTIMATED 2023 NET PERIODIC POSTRETIREMENT BENEFIT COST

Accumulated Expected Net Expected Net Periodic
Postretirement Benefit Fair Value Service Interest Return on Amortizations Postretirement

Location Benefit Obligation Payments of Assets Cost Cost Assets PSC (G)/L Benefit Cost

140 Appalachian Power Co. - Distribution $82,875,952 $8,390,768 $138,731,988 $798,260 $4,613,202 ($9,110,139) ($4,467,940) $398,620 ($7,767,997)
215 Appalachian Power Co. - Generation   $70,542,045 $6,507,329 $118,085,378 $686,377 $3,945,196 ($7,754,335) ($3,609,086) $339,296 ($6,392,552)
150 Appalachian Power Co. - Transmission $10,234,462 $894,967 $17,132,199 $37,650 $570,194 ($1,125,023) ($682,877) $49,226 ($1,150,830)

Appalachian Power Co. - FERC $163,652,459 $15,793,064 $273,949,565 $1,522,287 $9,128,592 ($17,989,497) ($8,759,903) $787,142 ($15,311,379)
225 Cedar Coal Co $332,911 $57,385 $557,284 $0 $17,668 ($36,595) ($4,704) $1,601 ($22,030)

Appalachian Power Co. - SEC $163,985,370 $15,850,449 $274,506,849 $1,522,287 $9,146,260 ($18,026,092) ($8,764,607) $788,743 ($15,333,409)

211 AEP Texas Central Company - Distribution $61,878,247 $5,983,853 $103,582,427 $675,296 $3,457,020 ($6,801,967) ($3,406,020) $297,624 ($5,778,047)
147 AEP Texas Central Company - Generation $0 $0 $0 $0 $0 $0 ($9,150) $0 ($9,150)
169 AEP Texas Central Company - Transmission $5,934,942 $538,524 $9,934,924 $77,626 $333,332 ($652,399) ($345,328) $28,546 ($558,223)

AEP Texas Central Co. $67,813,189 $6,522,377 $113,517,351 $752,922 $3,790,352 ($7,454,366) ($3,760,498) $326,170 ($6,345,420)

170 Indiana Michigan Power Co. - Distribution $39,830,854 $4,070,668 $66,675,718 $442,394 $2,219,463 ($4,378,407) ($2,258,362) $191,580 ($3,783,332)
132 Indiana Michigan Power Co. - Generation $24,562,682 $2,504,152 $41,117,232 $320,069 $1,371,603 ($2,700,053) ($1,637,929) $118,143 ($2,528,167)
190 Indiana Michigan Power Co. - Nuclear $45,492,263 $3,946,852 $76,152,755 $986,777 $2,582,939 ($5,000,737) ($3,173,548) $218,811 ($4,385,758)
120 Indiana Michigan Power Co. - Transmission $9,208,170 $819,673 $15,414,215 $89,484 $515,828 ($1,012,208) ($519,191) $44,290 ($881,797)
280 Ind Mich River Transp Lakin $10,970,934 $928,351 $18,365,032 $209,186 $621,904 ($1,205,980) ($726,153) $52,768 ($1,048,275)

Indiana Michigan Power Co. - FERC $130,064,903 $12,269,696 $217,724,952 $2,047,910 $7,311,737 ($14,297,385) ($8,315,183) $625,592 ($12,627,329)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC $130,064,903 $12,269,696 $217,724,952 $2,047,910 $7,311,737 ($14,297,385) ($8,315,183) $625,592 ($12,627,329)

110 Kentucky Power Co. - Distribution $15,879,464 $1,524,458 $26,581,771 $169,750 $887,268 ($1,745,550) ($1,077,751) $76,378 ($1,689,905)
117 Kentucky Power Co. - Generation $10,585,363 $973,232 $17,719,597 $61,363 $589,684 ($1,163,596) ($534,759) $50,914 ($996,394)
180 Kentucky Power Co. - Transmission $1,766,434 $136,300 $2,956,960 $22,040 $99,835 ($194,175) ($179,802) $8,496 ($243,606)
600 Kentucky Power Co. - Kammer Actives $1,197,772 $135,036 $2,005,036 $40,038 $67,932 ($131,665) ($42,519) $5,761 ($60,453)
701 Kentucky Power Co. - Mitchell Actives $6,395,734 $584,652 $10,706,277 $203,804 $366,057 ($703,051) ($160,758) $30,762 ($263,186)
702 Kentucky Power Co. - Mitchell Inactives $5,106,994 $455,467 $8,548,963 $0 $283,183 ($561,386) ($200,742) $24,564 ($454,381)

Kentucky Power Co. $40,931,761 $3,809,145 $68,518,604 $496,995 $2,293,959 ($4,499,423) ($2,196,331) $196,875 ($3,707,925)

250 Ohio Power Co. - Distribution $106,227,166 $10,579,677 $177,821,257 $1,070,630 $5,920,786 ($11,677,022) ($5,113,012) $510,936 ($9,287,682)
160 Ohio Power Co. - Transmission $12,723,863 $1,168,924 $21,299,385 $8,107 $705,033 ($1,398,671) ($894,314) $61,200 ($1,518,645)

Ohio Power Co. $118,951,029 $11,748,601 $199,120,642 $1,078,737 $6,625,819 ($13,075,693) ($6,007,326) $572,136 ($10,806,327)

167 Public Service Co. of Oklahoma - Distribution $37,927,265 $3,605,025 $63,489,164 $497,601 $2,125,570 ($4,169,155) ($2,179,866) $182,424 ($3,543,426)
198 Public Service Co. of Oklahoma - Generation $19,007,045 $1,842,995 $31,817,253 $318,431 $1,068,184 ($2,089,349) ($1,343,022) $91,421 ($1,954,335)
114 Public Service Co. of Oklahoma - Transmission $4,456,898 $402,028 $7,460,721 $66,672 $250,873 ($489,925) ($277,975) $21,437 ($428,918)

Public Service Co. of Oklahoma $61,391,208 $5,850,048 $102,767,138 $882,704 $3,444,627 ($6,748,429) ($3,800,863) $295,282 ($5,926,679)

159 Southwestern Electric Power Co. - Distribution $27,159,464 $2,497,908 $45,464,171 $384,903 $1,526,155 ($2,985,504) ($1,712,430) $130,633 ($2,656,243)
168 Southwestern Electric Power Co. - Generation $26,729,313 $2,494,676 $44,744,110 $462,969 $1,505,826 ($2,938,220) ($1,924,757) $128,564 ($2,765,618)
161 Southwestern Electric Power Co. - Texas - Distribution $12,728,265 $1,175,342 $21,306,754 $166,458 $714,289 ($1,399,155) ($840,316) $61,221 ($1,297,503)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission $4,276,547 $368,116 $7,158,818 $49,993 $240,414 ($470,099) ($246,131) $20,570 ($405,253)

Southwestern Electric Power Co. $70,893,589 $6,536,042 $118,673,853 $1,064,323 $3,986,684 ($7,792,978) ($4,723,634) $340,988 ($7,124,617)

119 AEP Texas North Company - Distribution $17,403,382 $1,730,432 $29,132,767 $207,193 $971,938 ($1,913,067) ($1,133,906) $83,707 ($1,784,135)
166 AEP Texas North Company - Generation $3,928,763 $468,087 $6,576,638 $0 $214,485 ($431,869) ($38,821) $18,897 ($237,308)
192 AEP Texas North Company - Transmission $2,359,307 $233,797 $3,949,413 $39,985 $132,474 ($259,347) ($210,477) $11,348 ($286,017)

AEP Texas North Co. $23,691,452 $2,432,316 $39,658,818 $247,178 $1,318,897 ($2,604,283) ($1,383,204) $113,952 ($2,307,460)

230 Kingsport Power Co. - Distribution $3,431,013 $308,750 $5,743,418 $40,725 $192,533 ($377,154) ($154,125) $16,503 ($281,518)
260 Kingsport Power Co. - Transmission $435,642 $40,007 $729,252 $2,487 $24,268 ($47,888) ($34,972) $2,095 ($54,010)

Kingsport Power Co. $3,866,655 $348,757 $6,472,670 $43,212 $216,801 ($425,042) ($189,097) $18,598 ($335,528)

210 Wheeling Power Co. - Distribution $4,190,711 $449,489 $7,015,131 $39,135 $232,480 ($460,664) ($226,479) $20,157 ($395,371)
200 Wheeling Power Co. - Transmission $120,068 $24,633 $200,990 $0 $6,260 ($13,198) ($1,501) $578 ($7,861)

Wheeling Power Co. $4,310,779 $474,122 $7,216,121 $39,135 $238,740 ($473,862) ($227,980) $20,735 ($403,232)

103 American Electric Power Service Corporation $252,179,767 $21,074,578 $422,141,760 $3,840,967 $14,246,650 ($27,720,861) ($15,083,759) $1,212,944 ($23,504,059)
American Electric Power Service Corporation $252,179,767 $21,074,578 $422,141,760 $3,840,967 $14,246,650 ($27,720,861) ($15,083,759) $1,212,944 ($23,504,059)

143 AEP Pro Serv, Inc. $77,496 $4,145 $129,726 $0 $4,376 ($8,519) ($650) $373 ($4,420)
171 CSW Energy, Inc. $1,578,566 $68,894 $2,642,475 $51,676 $92,584 ($173,524) ($42,395) $7,593 ($64,066)
293 Elmwood $2,285,171 $173,558 $3,825,311 $88,221 $132,694 ($251,197) ($257,329) $10,991 ($276,620)
292 AEP River Operations LLC $15,112,876 $887,302 $25,298,525 $674,563 $890,302 ($1,661,283) ($1,149,926) $72,691 ($1,173,653)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $19,054,109 $1,133,899 $31,896,037 $814,460 $1,119,956 ($2,094,523) ($1,450,300) $91,648 ($1,518,759)

270 Cook Coal Terminal $930,296 $81,805 $1,557,289 $9,989 $52,198 ($102,263) ($60,465) $4,475 ($96,066)
AEP Generating Company $930,296 $81,805 $1,557,289 $9,989 $52,198 ($102,263) ($60,465) $4,475 ($96,066)

104 Cardinal Operating Company $17,219,184 $1,576,550 $28,824,425 $233,972 $967,207 ($1,892,819) ($982,050) $82,822 ($1,590,868)
181 Ohio Power Co. - Generation $74,004,097 $7,246,858 $123,880,755 $508,586 $4,114,539 ($8,134,901) ($3,691,307) $355,948 ($6,847,135)

AEP Generation Resources - FERC $91,223,281 $8,823,408 $152,705,180 $742,558 $5,081,746 ($10,027,720) ($4,673,357) $438,770 ($8,438,003)
290 Conesville Coal Preparation Company $725,236 $81,658 $1,214,024 $0 $39,729 ($79,722) ($44,779) $3,488 ($81,284)

AEP Generation Resources - SEC $91,948,517 $8,905,066 $153,919,204 $742,558 $5,121,475 ($10,107,442) ($4,718,136) $442,258 ($8,519,287)

Total $1,050,012,624 $97,036,901 $1,757,691,288 $13,583,377 $58,914,155 ($115,422,642) ($60,681,383) $5,050,396 ($98,556,097)
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 AMERICAN ELECTRIC POWER 
NON-UMWA POSTRETIREMENT WELFARE PLAN
ESTIMATED 2024 NET PERIODIC POSTRETIREMENT BENEFIT COST

Accumulated Expected Net Expected Net Periodic
Postretirement Benefit Fair Value Service Interest Return on Amortizations Postretirement

Location Benefit Obligation Payments of Assets Cost Cost Assets PSC (G)/L Benefit Cost

140 Appalachian Power Co. - Distribution $79,896,646 $8,018,076 $138,377,668 $817,219 $4,452,157 ($9,097,423) ($750,141) $347,030 ($4,231,158)
215 Appalachian Power Co. - Generation   $68,666,289 $6,337,002 $118,927,157 $702,678 $3,842,217 ($7,818,679) ($596,598) $298,251 ($3,572,131)
150 Appalachian Power Co. - Transmission $9,947,339 $890,041 $17,228,377 $38,544 $553,734 ($1,132,653) ($114,808) $43,206 ($611,977)

Appalachian Power Co. - FERC $158,510,274 $15,245,119 $274,533,202 $1,558,441 $8,848,108 ($18,048,755) ($1,461,547) $688,487 ($8,415,266)
225 Cedar Coal Co $293,194 $51,066 $507,800 $0 $15,545 ($33,385) $0 $1,273 ($16,567)

Appalachian Power Co. - SEC $158,803,468 $15,296,185 $275,041,002 $1,558,441 $8,863,653 ($18,082,140) ($1,461,547) $689,760 ($8,431,833)

211 AEP Texas Central Company - Distribution $60,026,710 $5,811,799 $103,963,765 $691,334 $3,355,480 ($6,834,935) ($572,702) $260,725 ($3,100,098)
147 AEP Texas Central Company - Generation $0 $0 $0 $0 $0 $0 ($170) $0 ($170)
169 AEP Texas Central Company - Transmission $5,807,376 $525,893 $10,058,134 $79,470 $326,401 ($661,256) ($58,681) $25,224 ($288,842)

AEP Texas Central Co. $65,834,086 $6,337,692 $114,021,899 $770,804 $3,681,881 ($7,496,191) ($631,553) $285,949 ($3,389,110)

170 Indiana Michigan Power Co. - Distribution $38,422,043 $3,856,057 $66,545,381 $452,901 $2,144,497 ($4,374,922) ($374,954) $166,886 ($1,985,592)
132 Indiana Michigan Power Co. - Generation $23,750,202 $2,371,427 $41,134,362 $327,671 $1,328,715 ($2,704,314) ($282,661) $103,159 ($1,227,430)
190 Indiana Michigan Power Co. - Nuclear $45,115,127 $3,857,975 $78,137,524 $1,010,213 $2,564,965 ($5,137,029) ($560,473) $195,957 ($1,926,367)
120 Indiana Michigan Power Co. - Transmission $8,993,809 $820,972 $15,576,903 $91,609 $503,482 ($1,024,079) ($86,552) $39,064 ($476,476)
280 Ind Mich River Transp Lakin $10,873,673 $888,770 $18,832,749 $214,154 $617,683 ($1,238,130) ($126,462) $47,230 ($485,525)

Indiana Michigan Power Co. - FERC $127,154,854 $11,795,201 $220,226,919 $2,096,548 $7,159,342 ($14,478,474) ($1,431,102) $552,296 ($6,101,390)
202 Price River Coal $0 $0 $0 $0 $0 $0 $0 $0 $0

Indiana Michigan Power Co. - SEC $127,154,854 $11,795,201 $220,226,919 $2,096,548 $7,159,342 ($14,478,474) ($1,431,102) $552,296 ($6,101,390)

110 Kentucky Power Co. - Distribution $15,412,024 $1,456,837 $26,692,985 $173,782 $862,324 ($1,754,888) ($186,335) $66,942 ($838,175)
117 Kentucky Power Co. - Generation $10,263,178 $947,994 $17,775,397 $62,820 $571,804 ($1,168,616) ($89,627) $44,578 ($579,041)
180 Kentucky Power Co. - Transmission $1,752,009 $137,044 $3,034,407 $22,563 $99,007 ($199,492) ($32,292) $7,610 ($102,604)
600 Kentucky Power Co. - Kammer Actives $1,170,706 $127,258 $2,027,614 $40,989 $66,640 ($133,302) ($12,715) $5,085 ($33,303)
701 Kentucky Power Co. - Mitchell Actives $6,380,943 $575,727 $11,051,528 $208,644 $365,735 ($726,565) ($60,305) $27,716 ($184,775)
702 Kentucky Power Co. - Mitchell Inactives $4,934,710 $451,697 $8,546,712 $0 $273,299 ($561,890) ($108,102) $21,434 ($375,259)

Kentucky Power Co. $39,913,570 $3,696,557 $69,128,643 $508,798 $2,238,809 ($4,544,753) ($489,376) $173,365 ($2,113,157)

250 Ohio Power Co. - Distribution $102,638,905 $10,119,543 $177,766,315 $1,096,057 $5,727,297 ($11,686,967) ($841,947) $445,810 ($5,259,750)
160 Ohio Power Co. - Transmission $12,268,079 $1,158,876 $21,247,803 $8,300 $678,896 ($1,396,903) ($147,780) $53,286 ($804,201)

Ohio Power Co. $114,906,984 $11,278,419 $199,014,118 $1,104,357 $6,406,193 ($13,083,870) ($989,727) $499,096 ($6,063,951)

167 Public Service Co. of Oklahoma - Distribution $36,945,411 $3,490,866 $63,987,915 $509,419 $2,072,572 ($4,206,785) ($369,064) $160,472 ($1,833,386)
198 Public Service Co. of Oklahoma - Generation $18,550,665 $1,753,216 $32,128,980 $325,994 $1,044,720 ($2,112,269) ($235,833) $80,575 ($896,813)
114 Public Service Co. of Oklahoma - Transmission $4,372,415 $396,267 $7,572,841 $68,255 $246,229 ($497,865) ($47,953) $18,992 ($212,342)

Public Service Co. of Oklahoma $59,868,491 $5,640,349 $103,689,736 $903,668 $3,363,521 ($6,816,919) ($652,850) $260,039 ($2,942,541)

159 Southwestern Electric Power Co. - Distribution $26,572,614 $2,433,963 $46,022,662 $394,044 $1,494,476 ($3,025,688) ($331,569) $115,418 ($1,353,319)
168 Southwestern Electric Power Co. - Generation $26,203,432 $2,492,229 $45,383,254 $473,965 $1,476,033 ($2,983,651) ($339,735) $113,814 ($1,259,574)
161 Southwestern Electric Power Co. - Texas - Distribution $12,433,670 $1,122,075 $21,534,599 $170,411 $698,955 ($1,415,758) ($145,622) $54,005 ($638,009)
111 Southwestern Electric Power Co. - Texas - Transmission $0 $0 $0 $0 $0 $0 $0 $0 $0
194 Southwestern Electric Power Co. - Transmission $4,198,838 $380,391 $7,272,213 $51,180 $235,625 ($478,100) ($41,708) $18,238 ($214,765)

Southwestern Electric Power Co. $69,408,554 $6,428,658 $120,212,728 $1,089,600 $3,905,089 ($7,903,197) ($858,634) $301,475 ($3,465,667)

119 AEP Texas North Company - Distribution $16,852,081 $1,651,126 $29,187,103 $212,114 $942,516 ($1,918,860) ($194,782) $73,197 ($885,815)
166 AEP Texas North Company - Generation $3,675,161 $451,112 $6,365,226 $0 $200,261 ($418,472) $0 $15,963 ($202,248)
192 AEP Texas North Company - Transmission $2,297,969 $218,899 $3,979,987 $40,935 $129,398 ($261,658) ($37,182) $9,981 ($118,526)

AEP Texas North Co. $22,825,211 $2,321,137 $39,532,316 $253,049 $1,272,175 ($2,598,990) ($231,964) $99,141 ($1,206,589)

230 Kingsport Power Co. - Distribution $3,355,521 $309,571 $5,811,623 $41,692 $188,187 ($382,076) ($25,400) $14,575 ($163,022)
260 Kingsport Power Co. - Transmission $422,390 $41,024 $731,562 $2,546 $23,473 ($48,095) ($5,843) $1,835 ($26,084)

Kingsport Power Co. $3,777,911 $350,595 $6,543,185 $44,238 $211,660 ($430,171) ($31,243) $16,410 ($189,106)

210 Wheeling Power Co. - Distribution $4,012,837 $424,989 $6,950,067 $40,064 $222,917 ($456,921) ($37,583) $17,430 ($214,093)
200 Wheeling Power Co. - Transmission $101,695 $21,574 $176,132 $0 $5,281 ($11,580) $0 $442 ($5,857)

Wheeling Power Co. $4,114,532 $446,563 $7,126,199 $40,064 $228,198 ($468,501) ($37,583) $17,872 ($219,950)

103 American Electric Power Service Corporation $249,192,806 $20,592,671 $431,591,576 $3,932,189 $14,092,479 ($28,374,311) ($2,589,281) $1,082,364 ($11,856,560)
American Electric Power Service Corporation $249,192,806 $20,592,671 $431,591,576 $3,932,189 $14,092,479 ($28,374,311) ($2,589,281) $1,082,364 ($11,856,560)

143 AEP Pro Serv, Inc. $77,727 $4,242 $134,620 $0 $4,387 ($8,850) $0 $338 ($4,125)
171 CSW Energy, Inc. $1,653,932 $75,790 $2,864,541 $52,903 $96,829 ($188,325) ($7,642) $7,184 ($39,051)
293 Elmwood $2,332,528 $180,377 $4,039,841 $90,316 $135,368 ($265,593) ($47,195) $10,131 ($76,973)
292 AEP River Operations LLC $15,790,439 $932,382 $27,348,384 $690,584 $929,241 ($1,797,977) ($212,552) $68,586 ($322,118)
189 Central Coal Company $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $19,854,626 $1,192,791 $34,387,386 $833,803 $1,165,825 ($2,260,745) ($267,389) $86,239 ($442,267)

270 Cook Coal Terminal $910,678 $76,055 $1,577,256 $10,226 $51,238 ($103,694) ($10,620) $3,956 ($48,894)
AEP Generating Company $910,678 $76,055 $1,577,256 $10,226 $51,238 ($103,694) ($10,620) $3,956 ($48,894)

104 Cardinal Operating Company $16,843,813 $1,545,505 $29,172,784 $239,529 $946,646 ($1,917,919) ($166,189) $73,161 ($824,772)
181 Ohio Power Co. - Generation $71,380,364 $6,912,773 $123,627,822 $520,665 $3,972,615 ($8,127,717) ($484,947) $310,039 ($3,809,345)

AEP Generation Resources - FERC $88,224,177 $8,458,278 $152,800,606 $760,194 $4,919,261 ($10,045,636) ($651,136) $383,200 ($4,634,117)
290 Conesville Coal Preparation Company $683,307 $61,883 $1,183,459 $0 $37,862 ($77,805) ($7,443) $2,968 ($44,418)

AEP Generation Resources - SEC $88,907,484 $8,520,161 $153,984,065 $760,194 $4,957,123 ($10,123,441) ($658,579) $386,168 ($4,678,535)

Total $1,025,473,255 $93,973,034 $1,776,077,028 $13,905,979 $57,597,186 ($116,765,397) ($10,341,448) $4,454,130 ($51,149,550)
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Plan Less Qualified Additional Balance of

Contribution FAS 87 Cost Contribution Rate Amount Plan Assets

2002 Contributions -                    (2,471,778)        2,471,778          

2003 Contributions 2,497,386          (1,058,869)        3,556,255          

2004 Contributions 551,238             671,532             (120,294)           

2005 Contributions 29,430,947        2,135,256          27,295,691        27,295,691        

2006 Return on 2005 Balance 8.50% 2,320,134          29,615,825        

2006 Contributions -                    1,928,538          (1,928,538)        27,687,287        

2007 Return on 2006 Balance 8.50% 2,517,345          30,204,632        

2007 Contributions -                    1,268,242          (1,268,242)        28,936,390        

2008 Return on 2007 Balance 8.00% 2,416,371          31,352,760        

2008 Contributions -                    1,243,528          (1,243,528)        30,109,232        

2009 Return on 2008 Balance 8.00% 2,508,221          32,617,453        

2009 Contributions -                    3,172,307          (3,172,307)        29,445,146        

2010 Return on 2009 Balance 8.00% 2,609,396          32,054,542        

2010 Contributions 13,012,606        4,704,090          8,308,516          40,363,058        

2011 Return on 2010 Balance 7.75% 3,128,137          43,491,196        

2011 Contributions 22,146,267        4,103,290          18,042,977        61,534,173        

2012 Return on 2011 Balance 7.25% 4,461,228          65,995,400        

2012 Contributions 8,482,245          4,179,727          4,302,518          70,297,918        

2013 Return on 2012 Balance 6.50% 4,569,365          74,867,283        

2013 Contributions -                    5,607,308          (5,607,308)        69,259,975        

2014 Return on 2013 Balance 6.00% 4,155,598          73,415,573        

2014 Contributions Through September 30 1,923,000          3,892,737          (1,969,737)        71,445,836        

Total Additional Contributions Above 78,043,689        29,375,908        48,667,781        

Cumulative Prior Years 5,042,187          

Prepaid Pension Balance at September 2014 53,709,968        

Calendar Year
2014

Actual Total Pension Cost (Qualified and SERP) 4,311,543          

Prepaid Contribution Savings Above 4,155,598          

Pension Cost Without Contribution Savings 8,467,141          

Effect of Additional Pension Contributions Recorded As Prepaid Pension Asset in Reducing Pension Cost
Kentucky Power Company

Investment Return

FAS 87 
Savings
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Plan Less Qualified Additional Balance of

Contribution FAS 87 Cost Contribution Rate Amount Plan Assets

2002 Contributions -                    (1,405,859)        1,405,859          

2003 Contributions 1,613,800          (582,318)           2,196,118          

2004 Contributions 451,453             554,622             (103,169)           

2005 Contributions 15,775,528        1,486,940          14,288,588        14,288,588        

2006 Return on 2005 Balance 8.50% 1,214,530          15,503,118        

2006 Contributions -                    1,427,413          (1,427,413)        14,075,705        

2007 Return on 2006 Balance 8.50% 1,317,765          15,393,470        

2007 Contributions -                    1,014,052          (1,014,052)        14,379,418        

2008 Return on 2007 Balance 8.00% 1,231,478          15,610,896        

2008 Contributions -                    990,244             (990,244)           14,620,652        

2009 Return on 2008 Balance 8.00% 1,248,872          15,869,523        

2009 Contributions -                    2,215,416          (2,215,416)        13,654,107        

2010 Return on 2009 Balance 8.00% 1,269,562          14,923,669        

2010 Contributions 6,183,898          2,995,603          3,188,295          18,111,964        

2011 Return on 2010 Balance 7.75% 1,403,677          19,515,641        

2011 Contributions 10,535,000        2,894,613          7,640,387          27,156,028        

2012 Return on 2011 Balance 7.25% 1,968,812          29,124,840        

2012 Contributions 4,902,000          3,244,941          1,657,059          30,781,899        

2013 Return on 2012 Balance 6.50% 2,000,823          32,782,723        

2013 Contributions -                    4,057,917          (4,057,917)        28,724,806        

2014 Return on 2013 Balance 6.00% 1,723,488          30,448,294        

Total Additional Contributions Above 39,461,679        18,893,584        20,568,095        

Cumulative Prior Years 2,696,523          

Prepaid Pension Balance at December 2013 23,264,618        

FAS 87 
Savings

Investment Return

Effect of Additional Pension Contributions Recorded As Prepaid Pension Asset in Reducing Pension Cost
Kentucky Power Company Through December 2013 - Without Mitchell Plant 



Exhibit HEM-3

Page 3 of 3

Plan Less Qualified Additional Balance of

Contribution FAS 87 Cost Contribution Rate Amount Plan Assets

2002 Contributions -                    (1,065,919)        1,065,919          

2003 Contributions 883,586             (476,551)           1,360,137          

2004 Contributions 99,785              116,910             (17,125)             

2005 Contributions 13,655,419        648,316             13,007,103        13,007,103        

2006 Return on 2005 Balance 8.50% 1,105,604          14,112,707        

2006 Contributions -                    501,125             (501,125)           13,611,582        

2007 Return on 2006 Balance 8.50% 1,199,580          14,811,162        

2007 Contributions -                    254,190             (254,190)           14,556,972        

2008 Return on 2007 Balance 8.00% 1,184,893          15,741,865        

2008 Contributions -                    253,284             (253,284)           15,488,581        

2009 Return on 2008 Balance 8.00% 1,259,349          16,747,930        

2009 Contributions -                    956,891             (956,891)           15,791,039        

2010 Return on 2009 Balance 8.00% 1,339,834          17,130,873        

2010 Contributions 6,828,708          1,708,487          5,120,221          22,251,094        

2011 Return on 2010 Balance 7.75% 1,724,460          23,975,554        

2011 Contributions 11,611,267        1,208,677          10,402,590        34,378,144        

2012 Return on 2011 Balance 7.25% 2,492,415          36,870,560        

2012 Contributions 3,580,245          934,786             2,645,459          39,516,019        

2013 Return on 2012 Balance 6.50% 2,568,541          42,084,560        

2013 Contributions -                    1,549,391          (1,549,391)        40,535,169        

2014 Return on 2013 Balance 6.00% 2,432,110          42,967,279        

Total Additional Contributions Above 36,659,010        6,589,587          30,069,423        

Cumulative Prior Years 2,345,664          

Prepaid Pension Balance at December 2013 32,415,087        

Effect of Additional Pension Contributions Recorded As Prepaid Pension Asset in Reducing Pension Cost
Kentucky Power Company Through December 2013 - Mitchell Plant

Investment Return

FAS 87 
Savings
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DIRECT TESTIMONY OF 

JOHN M. MCMANUS, ON BEHALF OF 
KENTUCKY POWER COMPANY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
 

 
I. INTRODUCTION 

 
Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A. My name is John M. McManus.  I am employed by American Electric Power 2 

Service Corporation as Vice President - Environmental Services.  American 3 

Electric Power Service Corporation (“AEPSC”) is a wholly owned subsidiary of 4 

American Electric Power Company, Inc. (“AEP”), the parent of Kentucky Power 5 

Company (“Kentucky Power” or the “Company”).  My business address is 1 6 

Riverside Plaza, Columbus, Ohio 43215. 7 

II. BACKGROUND 
 
Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND 8 

BUSINESS EXPERIENCE. 9 

A. I earned a Bachelor of Science Degree in Environmental Engineering from 10 

Rensselaer Polytechnic Institute in 1976 and undertook graduate studies there 11 

from 1976-77.  I joined AEPSC’s Environmental Engineering Division in 12 

September 1977.  After holding various positions in the environmental division 13 

over the years, I was appointed as Manager, Environmental Services in December 14 

2002 and remained in that position until April 2003.  I was appointed to my 15 

current position as Vice President - Environmental Services in April 2003.  I am 16 

also a registered professional engineer in the State of Ohio. 17 
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Q. WHAT ARE YOUR RESPONSIBILITIES AS VICE PRESIDENT-1 

ENVIRONMENTAL SERVICES? 2 

A. I am responsible for oversight of environmental support for all generation and 3 

energy delivery facilities owned by AEP operating companies.  Environmental 4 

Services provides permitting and compliance support, guidance, procedures, 5 

recommendations and training for AEP’s operating companies in order to 6 

maintain and improve their environmental programs and enhance compliance 7 

with environmental laws, regulations, and policies.  As part of this effort, 8 

Environmental Services is also involved in the development process for 9 

environmental regulations, coordinating with operating company staffs to support 10 

AEP’s corporate strategies and values concerning the environment. 11 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION? 12 

A.  Yes. I have testified before the Kentucky Public Service Commission 13 

(“Commission”) on a number of occasions.  In addition, I have testified before the 14 

Virginia State Corporation Commission, Indiana Utility Regulatory Commission, 15 

Public Service Commission of West Virginia, Public Utilities Commission of 16 

Ohio, and I have submitted testimony before the Public Utility Commission of 17 

Texas.   18 

III. PURPOSE OF TESTIMONY 
 
Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 19 

PROCEEDING? 20 

A. The purpose of my testimony is to describe the applicable environmental rules 21 

that affect the generating units owned by Kentucky Power.  In addition, my 22 
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testimony addresses anticipated rules that will require further environmental 1 

projects to be performed at Kentucky Power’s Big Sandy and Mitchell Plants as 2 

well as the Rockport Plant in Indiana.  Kentucky Power purchases 393 megawatts 3 

(“MW”) of the output of the Rockport Plant, which is operated by Indiana 4 

Michigan Power (“I&M”).  Similar to Kentucky Power, I&M is a subsidiary of 5 

AEP.  Finally, as part of my testimony I address the environmental regulatory 6 

requirements which necessitate the projects identified in the Environmental 7 

Compliance Plan, as presented by Company Witness Elliott.   8 

Q. ARE YOU SPONSORING ANY EXHIBITS? 9 

A. Yes.  I am sponsoring Exhibits No. JMM-1 and JMM-2.  Exhibit JMM-1 is a copy 10 

of AEP’s New Source Review (NSR) Consent Decree (the “Consent Decree”), a 11 

document entered into between AEP, the United States Department of Justice 12 

(“DOJ”), various states in the northeastern United States, and other involved 13 

parties.  Exhibit JMM-2 is a copy of the Third Joint Modification to the Consent 14 

Decree (“Modified Consent Decree”).  15 

IV. CURRENT EPA ENVIRONMENTAL REGULATIONS 
 
Q. PLEASE DESCRIBE THE REGULATORY PROGRAMS THAT DRIVE 16 

THE NEED FOR THE ENVIRONMENTAL CONTROLS CURRENTLY 17 

INSTALLED AT THE BIG SANDY, MITCHELL, AND ROCKPORT 18 

PLANTS.   19 

A. The following major known, existing federal rulemakings, and previously-20 

established requirements, create the need for the environmental controls currently 21 

installed on the Big Sandy, Mitchell, and Rockport generating plants: 22 
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1. Clean Air Interstate Rule (“CAIR”) - The United States 1 

Environmental Protection Agency (“EPA”) promulgated the CAIR in 2 

order to significantly reduce emissions of sulfur dioxide (SO2) and 3 

nitrogen oxides (NOx) primarily from the power generation sector in 4 

two phases, with compliance deadlines in 2009/2010 and 2015.  These 5 

emissions reductions are implemented through an interstate cap and 6 

trade program.  The cap and trade program provides emission 7 

allowances for SO2 and NOx for sources and for states.  Electric 8 

generating units’ compliance with the annual NOx reduction 9 

requirements began January 1, 2009.  The ozone season (summer) NOx 10 

reduction requirements began May 1, 2009.  Electric generating units’ 11 

compliance with the annual SO2 reduction requirements began January 12 

1, 2010.  As of these dates, operators of electric generating units were 13 

required to hold enough CAIR allowances in their respective accounts 14 

to cover every ton of NOx or SO2 emitted. 15 

In 2008 the D.C. Circuit Court of Appeals remanded the CAIR back to 16 

the EPA for rewriting.  This remand was ordered without vacating the 17 

rule, so that CAIR would remain in place while a replacement was 18 

created.   19 

2. Cross-State Air Pollution Rule (“CSAPR”) – The CSAPR was 20 

created to serve as the replacement for the CAIR, and was initially 21 

proposed by the EPA in August 2010 as the Clean Air Transport Rule.  22 

The CSAPR addresses National Ambient Air Quality Standards 23 

(“NAAQS”) for ozone and particulate matter, and is focused on the 24 

reduction of emissions of SO2 and NOX from electric generating units 25 

in 28 eastern, southern and mid-western states—including Kentucky, 26 

Indiana and West Virginia.1  Along with other requirements, the final 27 

CSAPR established state-specific annual emission “budgets” for SO2 28 

and annual and seasonal budgets for NOX.  Based on this budget, each 29 

                                                 
1  Final CSAPR issued by the USEPA on July 6, 2011 and published in the Federal Register on August 8, 
2011. 
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emitting unit within affected states was allocated a specified number of 1 

NOx and SO2 allowances for the applicable compliance period, whether 2 

annual or ozone season.  Allowance trading within and between states 3 

is allowed on a regional basis.   4 

The CSAPR was stayed on December 30, 2011 by the D.C. Circuit 5 

Court of Appeals, and was subsequently vacated by the same Court.  6 

EPA and DOJ appealed the ruling to the Supreme Court.  On April 29, 7 

2014, the Supreme Court issued its decision reversing the decision of 8 

the lower court, and remanded the case to the DC Circuit Court for 9 

additional proceedings.  The CAIR remained in effect throughout this 10 

process.  On June 26, 2014, EPA filed a motion to lift the stay of 11 

CSAPR which the D.C Circuit Court granted on October 23, 2014. 12 

While legal challenges associated with the final outcome of this rule are 13 

still pending, the Court’s decision to lift the stay will result in the 14 

application of CSAPR Phase 1 emission budgets starting in 2015.  The 15 

CSAPR Phase 2 emission budgets will be applicable beginning in 2017.   16 

3. Clean Water Act 316(b) Rule – A final rule under Section 316(b) of 17 

the Clean Water Act was issued by EPA on August 15, 2014, with an 18 

effective date of October 14, 2014 affecting all existing power plants 19 

withdrawing more than two million gallons of cooling water per day.  20 

The rule offers seven technology options to comply with a standard that 21 

addresses impingement of aquatic organisms on cooling water intake 22 

screens and requires site-specific studies to determine appropriate 23 

compliance measures to address entrainment of organisms in cooling 24 

water systems for those facilities withdrawing more than 125 million 25 

gallons per day.  The overall goal of the rule is to decrease impacts on 26 

fish and other aquatic organisms from operation of cooling water 27 

systems.  Additional requirements may be imposed as a result of 28 

consultation with other federal agencies to protect threatened and 29 

endangered species and their habitats.  Facilities with existing closed 30 

cycle recirculating cooling systems, such as Big Sandy, Mitchell, and 31 
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Rockport units, may not be required to make any technology changes.  1 

This determination would be made by the applicable state 2 

environmental agency during the plants’ next National Pollutant 3 

Discharge Elimination System (“NPDES”) permit renewal cycle. 4 

4. Mercury and Air Toxics Standard (“MATS”) - The Mercury and Air 5 

Toxics Standard Rule creates additional environmental requirements at 6 

coal- and oil-fired electric generating units for emissions of hazardous 7 

air pollutants (“HAPs”).  This rule replaces the former Clean Air 8 

Mercury Rule that was vacated in 2008 by the D.C. Circuit Court of 9 

Appeals. The final MATS Rule became effective on April 16, 2012, 10 

with compliance required within three years of that date (with the 11 

possibility of a compliance extension in certain circumstances).  The 12 

emission parameters regulated by this rule are: 1) mercury; 2) several 13 

non-mercury metals such as arsenic, lead, cadmium and selenium; 3) 14 

various acid gases including hydrochloric acid (HCl); and 4) many 15 

organic HAPs.  The rule includes stringent emission rate limits for 16 

these parameters.  In addition, the rule contains alternative stringent 17 

emission rate limits for surrogates representing two classes of HAPs, 18 

acid gases and non-mercury particulate metal HAPs.  The surrogates for 19 

the non-mercury particulate metal and acid gas HAPs are filterable 20 

particulate matter (PM) and HCl respectively.  The rule regulates 21 

organic HAPs through work practice standards.  Recently, on 22 

November 25, 2014, the US Supreme Court indicated that it will review 23 

whether EPA should have considered the cost of complying with 24 

MATS in developing the rule.  While MATS is being reviewed by the 25 

US Supreme Court the rule will remain in effect. 26 

5. NSR Consent Decree - In December 2007, AEP, Kentucky Power and 27 

its affiliated eastern Operating Companies entered into a Consent 28 

Decree that settled outstanding litigation with the DOJ, EPA, numerous 29 

states, and other litigants that stemmed from differences in 30 

interpretation of various New Source Review requirements associated 31 
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with coal unit maintenance practices.  The AEP Companies admitted no 1 

violations of law and the claims against them were released.  There 2 

have been three modifications to the initial Consent Decree, but only 3 

the third modification is relevant to Kentucky Power.  For the Big 4 

Sandy, Mitchell, and Rockport plants, the Consent Decree, as modified, 5 

called for the following schedule of NOx and SO2 controls: 6 

• Big Sandy Unit 2:  The initial requirement to install a flue gas 7 
desulfurization system (“FGD”) for SO2 emission reduction by 8 
December 31, 2015 was revised to Retrofit, Retire, Re-Power or 9 
Refuel by the same date in the Third Modification to the Consent 10 
Decree 11 

• Big Sandy Unit 2: Continuously operate the existing selective 12 
catalytic reduction (“SCR”) system to minimize NOx emissions 13 
starting January 1, 2009 14 

• Big Sandy Unit 1:  Install Low-NOX Burner technology and limit 15 
the sulfur content of its coal to no greater than 1.75 lb. per million 16 
British thermal units (MMBtu), on an annual average basis, by the 17 
effective date of the Consent Decree. 18 

• Mitchell Units 1 and 2: install and continuously operate SCR 19 
systems by January 1, 2009.   20 

• Mitchell Units 1 and 2: install and continuously operate FGD 21 
systems by December 31, 2007.   22 

• Rockport Units 1 and 2: install and continuously operate Dry 23 
Sorbent Injection (“DSI”) by April 16, 20152 24 

• Rockport Units 1 and 2: install and continuously operate  SCR 25 
systems on the generating units by December 31, 2017 and 26 
December 31, 2019, respectively 27 

• Rockport Units 1 and 2:  Retrofit, Retire, Re-Power, or Refuel by 28 
December 31, 2025 and December 31, 2028, respectively.   29 

Q. WHAT ARE THE IMPLICATIONS OF THE MATS RULE FOR THE BIG 30 
SANDY, MITCHELL, AND ROCKPORT PLANTS? 31 

A. The MATS Rule establishes stringent unit-specific emission limits that are 32 

applicable to all three plants.  To comply with the MATS limits, the Big Sandy 33 

units are required to install additional emission controls, switch fuels, or be 34 
                                                 
2 The Third Joint Modification to the Consent Decree was filed by AEP, the Department of Justice, the 
EPA and other parties on February 22, 2013 in United States District Court for the Southern District of 
Ohio, Eastern Division.  The Third Joint Modification was entered on May 14, 2013. 
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retired.  Kentucky Power elected to retire Big Sandy Unit 2 and to refuel Big 1 

Sandy Unit 1 with natural gas.  The Commission approved the Company’s 2 

decisions in Case Nos. 2012-00578 and 2013-00430, respectively.  The Mitchell 3 

units are expected to be able to achieve the MATS limits without any significant 4 

upgrades to existing emission control equipment, or installations of new emission 5 

control equipment.  The Rockport units are installing DSI control technology and 6 

upgrading the activated carbon injection systems on both units to ensure 7 

compliance with the MATS limits. 8 

Q. WHAT IS THE COMPLIANE TIMELINE FOR THE MATS RULE? 9 

A. The initial MATS compliance date is April 16, 2015, three years after the 10 

effective date of the rule.  However, a one-year administrative extension of the 11 

initial compliance date (a fourth year) can be granted by a state’s Department of 12 

Environmental Protection for units undertaking major retrofit or replacement 13 

projects, or for units that will retire but are required for reliability purposes.  An 14 

additional one year extension (a fifth year) may also be available for units 15 

identified as “critical for reliability purposes” via an Enforcement Order from 16 

EPA. Kentucky Power requested and was granted a one year extension at Big 17 

Sandy Unit 1 to complete the project to refuel the unit to natural gas and an 18 

extension until June 1, 2015 at Big Sandy Unit 2 to ensure consistency with the 19 

PJM capacity planning year.  No extensions were necessary for the Mitchell and 20 

Rockport Plants as these units are expected to meet the compliance timeline for 21 

the MATS Rule.      22 

 23 
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Q. WHAT ARE THE IMPLICATIONS FOR KENTUCKY POWER OF THE 1 

DC CIRCUIT COURT’S DECISION TO GRANT EPA’S MOTION TO 2 

LIFT THE STAY OF CSAPR? 3 

A. The DC Circuit Court granted the EPA’s motion to lift the stay of CSAPR and 4 

implement the rule’s Phase 1 emission budgets beginning in 2015, with the Phase 5 

2 emission budgets beginning in 2017.  Similar to Kentucky Power’s compliance 6 

with the Title IV and CAIR allowance programs, to comply with CSAPR it will 7 

need to surrender a sufficient number of allowances relative to its generating 8 

facilities’ emissions.  Dependent upon Kentucky Power’s actual generation this 9 

may require the purchase of allowances in addition to those already held.   10 

Q. DO AEP AND ITS SUBSIDIARIES HAVE PLANS IN PLACE TO 11 

FULFILL THE REQUIREMENTS OF THE 2007 AEP NSR CONSENT 12 

DECREE AND SUBSEQUENT MODIFICATIONS? 13 

A. Yes.  The planned retirement of Big Sandy Unit 2 and the fuel-conversion to 14 

natural gas at Big Sandy Unit 1 will meet the requirements of the Consent Decree.  15 

With respect to the Mitchell Plant, the existing environmental controls in place 16 

meet the requirements of the Consent Decree, included in Exhibit JMM-1 to my 17 

testimony, and no additional environmental controls are necessary.  Finally, the 18 

Rockport Plant’s retrofit with DSI technology is consistent with the Third Joint 19 

Modification to the Consent Decree, included as Exhibit JJM-2 to my testimony.  20 

In addition to the current DSI installation, the Consent Decree as modified 21 

requires the installation of SCR technology and provides the option to retire, re-22 
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power, refuel, or retrofit with FGD technology in future years for both of the 1 

Rockport Units.   2 

V. FUTURE EPA ENVIRONMENTAL REGULATIONS 

Q. PLEASE DISCUSS OTHER PROPOSED AND EMERGING 3 

ENVIRONMENTAL REGULATIONS THAT MAY CREATE THE NEED 4 

FOR ADDITIONAL ENVIRONMENTAL CONTROL RETROFITS AT 5 

KENTUCKY POWER’S GENERATING PLANTS. 6 

A. The following proposed and anticipated environmental regulations have the 7 

potential to establish more stringent requirements and the subsequent need for 8 

upgrades to and/or new installation of environmental control systems at the Big 9 

Sandy, Mitchell, and Rockport generating plants: 10 

1. New 1-hour SO2 NAAQS – In 2010, the EPA revised the NAAQS for 11 

SO2, establishing a new 1-hour standard, which is more stringent than the 12 

prior standards. In April 2014, EPA proposed a Data Requirements Rule 13 

that provided guidance on the schedule for final designations from EPA 14 

for areas that have not been designated as non-attainment based on 15 

monitoring data. According to this proposal, the designation process will 16 

not be completed until the end of 2017 at the earliest and may extend to 17 

2020 for those states utilizing air quality monitoring as the basis for their 18 

designations.  Given that State Implementation Plans (“SIPs”) would then 19 

have to be developed and approved, the timing and extent of any potential 20 

emission reductions at Kentucky Power’s plants from the revised SO2 21 

NAAQS rule is uncertain and, based on the proposed Data Requirements 22 

Rule, would not be expected until late this decade at the earliest.   23 

2. Interstate Transport Rule for the 2008 Ozone NAAQS – EPA has 24 

indicated it will propose regulations to address ozone nonattainment areas 25 

based on the 2008 ozone NAAQS but the schedule is uncertain.  26 

Regulation of NOx emissions, which are a precursor to ozone formation, 27 
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will be a component of this proposal. 1 

3. Revision to the 2008 Ozone NAAQS – On November 26, 2014, EPA 2 

announced its intent to propose a revision to the 2008 ozone NAAQS with 3 

a final rule anticipated by October 1, 2015.   4 

4. Section 176(A) Petition – On December 13, 2013, eight Northeast and 5 

Mid-Atlantic states filed a petition with USEPA asking the agency to add 6 

nine upwind states to the Ozone Transport Region (OTR).  Kentucky, 7 

Indiana, and West Virginia were included in this list of nine states.  If 8 

added to the OTR, these states would be required to take additional steps 9 

to reduce their air pollution, including NOX emissions, that has been found 10 

to significantly affect downwind states.  EPA has 18 months to issue a 11 

decision on this petition. 12 

5. Revisions to the NAAQS for particulate matter with a diameter less 13 

than 2.5 microns (PM2.5) – EPA lowered the PM2.5 NAAQS in 2013.  14 

While implementation of this revised standard is just underway, there is 15 

the potential for future SO2 and NOX reduction requirements associated 16 

with this revised NAAQS. 17 

6. Steam Electric Effluent Limitations Guidelines (“ELG”) – EPA 18 

proposed an update to the ELG (40 CFR 423) for the steam electric power 19 

generating category on June 7, 2013. The proposed ELG would require 20 

more stringent controls on certain discharges from certain electric 21 

generating units, and will set technology-based limits for waste water 22 

discharges from power plants with a main focus on process and 23 

wastewater from FGD, fly ash sluice water, bottom ash sluice water and 24 

landfill/pond leachate.  Kentucky Power anticipates that wastewater 25 

treatment projects will be necessary at the Mitchell and Rockport Plants in 26 

response to this rulemaking.  The expected date for a final ELG rule is 27 

September 30, 2015.     28 

7. Coal Combustion Residuals (“CCR”) Rule – EPA proposed the CCR 29 

Rule in June 2010 to address the disposal of coal combustion byproducts 30 

(coal ash, etc.).  The proposed rule includes specific design and 31 
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monitoring standards for new and existing landfills and surface 1 

impoundments, as well as measures to ensure and maintain the structural 2 

integrity of surface impoundment/ponds. The proposed CCR rulemaking 3 

would require the conversion of most “wet” ash impoundments to “dry” 4 

ash landfills, the relining or closing of any remaining ash impoundment 5 

ponds, and the construction of additional waste water treatment facilities 6 

by approximately the first half of 2020. Kentucky Power anticipates that 7 

the CCR Rule—based on the preliminary assumption that these residual 8 

materials will be categorized as “Subtitle D,” or non-hazardous 9 

materials—would require plant modifications and capital expenditures to 10 

address these requirements by approximately 2019. At the time of this 11 

writing, the final rule is scheduled to be complete by December 19, 2014.  12 

8. Greenhouse Gas (“GHG”) Regulations – EPA has been working on a 13 

regulatory program for greenhouse gas emissions from existing power 14 

plants since December 2010.  On March 27, 2012, EPA proposed New 15 

Source Performance Standards (“NSPS”) for new fossil fuel power plants 16 

with a carbon dioxide (CO2) emission limit of 1,000 lb/MWh, which is 17 

equivalent to the rate EPA assumes for a new natural gas combined cycle 18 

unit.  More recently, on June 25, 2013, President Obama announced a 19 

climate action plan to address GHG emissions from all fossil-fired power 20 

plants which included a specific schedule for EPA to propose, finalize and 21 

implement greenhouse gas regulations. Under President Obama’s 22 

direction, the EPA issued a revised proposal for the GHG NSPS for new 23 

sources on January 8, 2014, and must finalize it in a “timely fashion.”  24 

EPA issued proposed GHG NSPS guidelines, referred to as the Clean 25 

Power Plan for existing sources on June 2, 2014 and plans to finalize these 26 

guidelines by June 1, 2015. States would develop and submit a plan to 27 

EPA for implementing the existing source guidelines by June 30, 2016, 28 

however a one year extension to this deadline is available for states 29 

submitting an individual plan, and a two year extension is available for 30 

states combining to submit a multi-state implementation plan.  31 
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Q. PLEASE DESCRIBE THE MAJOR PROVISIONS OF THE PROPOSED 1 
CLEAN POWER PLAN.   2 

A. The proposed Clean Power Plan is built upon four “building blocks,” which the 3 

EPA uses to calculate a proposed CO2 emission rate target for each state.  These 4 

four building blocks, and their basic assumptions in the proposed Clean Power 5 

Plan, are as follows:  6 

1. Coal plant heat rate improvement - The EPA assumed that all coal 7 

generators can improve operating efficiency by 6%, resulting in lower 8 

CO2 emission rates for those generating units;  9 

2. Redispatch of natural gas generation – The EPA assumed that existing and 10 

new natural gas combined cycle (NGCC) generating units could increase 11 

their capacity factor to 70%, with the resulting increase in NGCC 12 

generation displacing more CO2-intensive, coal and oil/gas steam 13 

generation; 14 

3.  Renewable Energy and Nuclear Energy – The EPA assumes that states 15 

will implement what in effect is a 13% national renewable portfolio 16 

standard by 2030, that no unplanned nuclear plant retirements occur, and 17 

that nuclear units currently under construction are completed;   18 

4. End-use Energy Efficiency programs – The EPA assumes that states can 19 

eventually achieve annual incremental end-use energy efficiency levels 20 

equivalent to 1.5% of sales, up to approximately 10% cumulative energy 21 

savings by 2030.   22 

  Relying on various technical and economic assumptions for each of these 23 

building blocks, some generic and some state-specific, the EPA calculated what it 24 
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believes to be an achievable CO2 emission rate for each state, starting with 2012 1 

fossil unit operations and emissions as a baseline.  The proposed Kentucky target 2 

is 1,844 lbs of CO2/MWh on an average basis from 2020 through 2029, and is 3 

reduced to 1,763 lbs of CO2/MWh for 2030 and beyond.  The yearly targets from 4 

2020 – 2029 can be met as an average over that 10 year period.  For Kentucky 5 

these targets result in proposed reductions of the state-wide CO2 emission rate of 6 

15% on average during 2020 – 2029, and 18% by 2030, based on 2012 operation 7 

and emissions.  Similarly, the Indiana target is 1,607 lb. CO2/MWh on an average 8 

basis from 2020 through 2029, and is reduced to 1,531 lb. CO2/MWh for 2030 9 

and beyond.  These targets result in proposed reductions of the state-wide CO2 10 

emission rate in Indiana of 16% on average during 2020 through 2029, and 20% 11 

by 2030, based on 2012 operation and emissions.  Lastly, the West Virginia target 12 

is 1,748 lb. CO2/MWh on an average basis from 2020 through 2029, and is 13 

reduced to 1,620 lb. CO2/MWh for 2030 and beyond.  These targets result in 14 

proposed reductions of the state-wide CO2 emission rate in West Virginia of 13% 15 

on average during 2020 through 2029, and 20% by 2030, based on 2012      16 

Q. PLEASE GENERALLY DESCRIBE AEP’S INITIAL ASSESSMENT OF 17 
THE PROPOSED CLEAN POWER PLAN.   18 

A. It is important to keep in mind that the emission rate targets proposed by the EPA 19 

vary widely by state.  The proposed rule could result in significant costs to 20 

customers based on the overly aggressive goals proposed in each of the building 21 

blocks.   22 

The timeline for regulatory development is very aggressive. State 23 

implementation plans likely won’t be finalized and approved until 2018, and 24 
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possibly beyond 2019.  This tight timeframe limits the actions that can be taken to 1 

achieve the 2020 target.    2 

The proposal provides little credit for the significant carbon dioxide 3 

emission reductions that have already been made by the electricity sector and that 4 

will continue to be made through the remainder of this decade with the retirement 5 

of coal-fired generation in response to environmental regulations and other 6 

factors.   Across its eleven-state footprint, AEP’s carbon dioxide emissions have 7 

been reduced by more than 21 percent since 2005, and will be even lower after 8 

AEP retires more than one-fourth of its existing coal-fueled power plant fleet by 9 

2016 to comply with other EPA regulations such as MATS. The coal-fired plants 10 

that will remain, like the Mitchell and Rockport Plants, are the most efficient in 11 

the AEP fleet and are equipped with emission controls that were recently installed 12 

to meet other EPA requirements.  13 

AEP views the targets included in each building block as aggressive, 14 

making overall compliance very difficult to achieve under the proposal as it 15 

currently exists.   16 

VI. BIG SANDY PLANT ENVIRONMENTAL COMPLIANCE 

Q. PLEASE DISCUSS THE CURRENT STATUS OF ENVIRONMENTAL 17 

CONTROLS AT BIG SANDY UNITS 1 AND 2. 18 

A. Big Sandy Unit 2 currently operates with SCR and low NOx burner (“LNB”) 19 

systems for NOx control, and an electrostatic precipitator (“ESP”) for particulate 20 

matter control.  Big Sandy Unit 1 currently operates with LNBs with over-fire air 21 

(“OFA”) for NOx control, and an ESP for particulate matter control.  These 22 
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controls allow the Big Sandy units to operate in compliance with existing 1 

requirements, including the CAIR NOx program.  Solid wastes, including fly ash 2 

and bottom ash, are handled through pond systems which allow for the treatment 3 

of ash sluice water and storage of the waste.  The plant’s wastewater is also 4 

treated through these pond systems in compliance with the plant’s approved 5 

NPDES permit.     6 

Q. FOR HOW LONG WILL KENTUCKY POWER CONTINUE 7 
CONSUMING COAL AT THE BIG SANDY PLANT? 8 

 
A.   Kentucky Power has announced that Big Sandy Unit 2 will retire the unit by June 9 

1, 2015, and Big Sandy Unit 1 will be converted to burn natural gas during 2016.  10 

After the retirement of Unit 2, coal operations will continue for Unit 1 until the 11 

point at which that unit shuts down for the gas conversion outage.  Beyond that 12 

date no coal will be consumed at the Big Sandy Plant.  While the effective date 13 

for the MATS Rule is April 16, 2015, the MATS Rule allows for an extension of 14 

the Rule’s effective date under certain circumstances.  For Big Sandy Unit 2, an 15 

extension was granted from the Kentucky Department of Environmental 16 

Protection (“KDEP”) to be consistent with the PJM capacity planning year.  For 17 

Big Sandy Unit 1, an extension of one calendar year was granted by the KDEP to 18 

accommodate the schedule for the conversion to natural gas.     19 

Q. WILL THERE BE ANY ENVIRONMENTAL REQUIREMENTS 20 

ASSOCIATED WITH THE RETIREMENT OF BIG SANDY UNIT 2 AND 21 

THE CONVERSION TO NATURAL GAS OF BIG SANDY UNIT 1?  22 

A. Upon the retirement of Big Sandy Unit 2 and the conversion to natural gas at Big 23 

Sandy Unit 1, the closure of the fly ash pond will take place because it will no 24 
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longer be needed.  Currently that project is in the permitting stage.  A closure 1 

design and application have been developed and submitted to the KYDEP for 2 

approval.  Kentucky Power will be closing the ash pond consistent with the 3 

Kentucky solid waste requirements including dewatering the pond, regrading the 4 

ash to achieve appropriate drainage, installing a flexible membrane liner (FML) to 5 

prevent the infiltration of rainwater, placing 2 feet of soil cover to sustain 6 

vegetation and protect the FML, mitigating any impacted streams associated with 7 

borrow sites for the soil cover, and installing a groundwater monitoring system to 8 

ensure the adequate detection of any contamination.    Construction associated 9 

with this project is slated to commence in 2016 and is expected to be a multi-year, 10 

phased project.  The Company plans to file for a certificate of public convenience 11 

and necessity for the work in 2015. 12 

VII. MITCHELL PLANT ENVIRONMENTAL COMPLIANCE 

Q. PLEASE DISCUSS THE CURRENT STATUS OF ENVIRONMENTAL 13 

EMISSIONS CONTROLS AT THE MITCHELL PLANT.   14 

A. Each Mitchell unit currently operates with an FGD system, an SCR system, 15 

LNBs, ESP, and trona injection to mitigate SO3 emissions.  Additionally, the 16 

majority of gypsum produced in the plant’s FGD process is beneficially reused as 17 

a raw ingredient at the neighboring wallboard plant.  Any excess or off-spec 18 

gypsum, along with the plant’s fly ash and any bottom ash that cannot be 19 

beneficially reused, is disposed of in the Mitchell Plant’s on-site landfill.  20 

Wastewater from the FGD system is treated in a treatment plant prior to 21 

discharge.  Other plant wastewater discharges, such as cooling tower blowdown 22 

and bottom ash sluice water, are treated though the plant’s pond system.        23 
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Q. DESCRIBE THE REGULATORY PROGRAMS THAT DROVE THE 1 

NEED FOR THE INITIAL INSTALLATION OF THESE CONTROLS AT 2 

MITCHELL PLANT. 3 

A. The primary federal statute that drove the initial installation of electrostatic 4 

precipitators was the Clean Air Act, as implemented in the West Virginia SIP.   5 

Installation of LNBs and SCRs at Mitchell Plant was driven by the Clean Air Act 6 

Title IV and CAIR NOX programs while the FGD system was installed to also 7 

comply with the Clean Air Act Title IV program and the CAIR SO2 program.   8 

Q. WILL THE EXISTING ENVIRONMENTAL CONTROLS AT THE 9 

MITCHELL PLANT MEET THE COMPLIANCE NEEDS OF THE MATS 10 

RULE? 11 

A. Yes.  The existing controls are expected to allow the plant to meet the 12 

requirements of the MATS Rule.  A mercury monitoring system was installed and 13 

began service in December of 2014 to comply with the monitoring requirements 14 

of this rule.   15 

Q. HAVE ANY MAJOR ENVIRONMENTAL PROJECTS ALREADY 16 

BEGUN AT THE MITCHELL PLANT TO MEET PROPOSED AND 17 

ANTICIPATED REGULATORY COMPLIANCE NEEDS? 18 

A. Yes.  As described in the Case No. 2012-00578 before this Commission, both 19 

Units 1 and 2 at the Mitchell Plant recently underwent a conversion to a dry fly 20 

ash handling system for the purpose of meeting more stringent limits in the 21 

facilities’ NPDES permit.  As necessitated by the dry fly ash conversion, a new 22 

landfill and haul road have been constructed to dispose of fly ash in dry form.  23 
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The appropriate disposal of solid waste is a requirement of West Virginia’s solid 1 

waste regulations.  It should be noted that these projects were planned and 2 

approved for funding prior to the transfer of Mitchell Plant to Kentucky Power.  3 

In addition to currently satisfying the plant’s NPDES permit in meeting stringent 4 

wastewater discharge limits, these projects are also expected to help satisfy the 5 

anticipated requirements of the CCR Rule, although there may be a need to re-line 6 

the bottom ash pond for compliance with the final CCR Rule as well.  Finally, 7 

additional waste water treatment technology may be needed at Mitchell Units 1 8 

and 2 for compliance with the emerging ELG Rule.   9 

Q. DOES THE COMPANY’S FOURTH AMENDED ENVIRONMENTAL 10 

COMPLIANCE PLAN (“2014 ENVIRONMETNAL COMPLIANCE 11 

PLAN”) INCLUDE ANY NORMAL AND ON-GOING CAPITAL WORK 12 

NOT COVERED IN THE DESCRIPTIONS ABOVE? 13 

A. Yes, the 2014 Environmental Compliance Plan includes periodic modifications 14 

and upgrades to Mitchell Plant’s ESPs. This work is necessary to ensure this 15 

equipment can continuously meet the 10% opacity limit and particulate matter 16 

mass emissions limit contained in the Plant’s Title V Air Permit.  Similarly, the 17 

2014 Environmental Compliance Plan also includes periodic modifications and 18 

upgrades to Mitchell Plant’s ash (Bottom and Fly) handling systems.  This work is 19 

necessary to ensure that these wastes are managed in conformance with West 20 

Virginia’s solid waste regulations.   21 
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VIII. ROCKPORT PLANT ENVIRONMENTAL COMPLIANCE 
 
Q. PLEASE DISCUSS THE CURRENT STATUS OF ENVIRONMENTAL 1 

CONTROLS AT THE ROCKPORT PLANT. 2 

A. Both units at the Rockport Plant currently operate with LNBs and OFA for NOx 3 

reduction, ESPs for particulate control, and activated carbon injection (“ACI”) to 4 

achieve mercury reduction.  The units consume a high percentage of low-sulfur 5 

coal from the Powder River Basin to minimize SO2 emissions.  In addition to 6 

these air emission controls, the plant operates a landfill for the disposal of fly ash 7 

and any bottom ash which is not beneficially reused.  Wastewater is treated 8 

through the plant’s pond system in accordance with the approved NPDES permit.   9 

Q. DESCRIBE THE REGULATORY PROGRAMS THAT DROVE THE 10 

NEED FOR THE INITIAL INSTALLATION OF THESE CONTROLS AT 11 

THE ROCKPORT PLANT. 12 

A. The primary federal statute that drove the initial installation of electrostatic 13 

precipitators was the Clean Air Act, as implemented in the Indiana SIP.  14 

Installation of LNBs and OFA at Rockport Plant was driven by the Clean Air Act 15 

Title IV and CAIR NOX programs. Prior to its vactur, the Clean Air Mercury 16 

Rule (“CAMR”) drove Rockport Plant’s installation of the ACI system.  17 

Currently, the ACI system is undergoing minor upgrades and a switch to 18 

brominated activated carbon which is being driven by the mercury emission rate 19 

limit under the MATS Rule.    20 

Q. WHAT PROJECTS ARE PLANNED AT THE ROCKPORT PLANT TO 21 

COMPLY WITH FUTURE REGULATIONS? 22 
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A. Currently both units at the Rockport Plant are in the process of being retrofitted 1 

with DSI systems.  These systems will be operational prior to the April 16, 2015 2 

effective date of the MATS Rule.  In conjunction with the upgraded ACI system, 3 

the DSI systems will reduce acid gas emissions in a manner sufficient to comply 4 

with the Rule.  The impact of the DSI systems on the Rockport Plant’s fly ash 5 

waste stream requires an upgrade to the coal combustion waste landfill.     6 

In addition to the DSI systems, I&M has requested permission from the 7 

Indiana Utility Regulatory Commission to retrofit Rockport Unit 1 with an SCR 8 

system by December 31, 2017.   9 

Also, similar to the Mitchell Plant, I&M may be required to re-line the 10 

bottom ash pond for compliance with the final CCR Rule. 11 

Q. ARE THE PROJECTS LISTED IN KENTUCKY POWER’S 2014 12 

ENVIRONMENTAL COMPLIANCE PLAN REQUIRED TO COMPLY 13 

WITH THE ENVIRONMENTAL STATUTES AND REGULATIONS 14 

IDENTIFIED IN THIS PROCEEDING?  15 

A. Yes.  The projects listed are required to comply with the Federal Clean Air Act 16 

and those federal, state, or local environmental requirements which apply to coal 17 

combustion wastes and by-products from facilities utilized for the production of 18 

energy from coal.   19 

VII.   CONCLUSION 
 
Q. PLEASE SUMMARIZE THE ENVIRONMENTAL REQUIREMENTS 20 

FOR THE BIG SANDY, MITCHELL, AND ROCKPORT PLANTS. 21 

A. The environmental regulations facing Kentucky Power are stringent and will 22 
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require reductions in the emissions of several air pollutants.  The compliance 1 

requirements contained in the MATS Rule as well as the promise of potential 2 

future regulation of solid wastes and more stringent waste water standards will 3 

require the reduction of multiple emissions from Kentucky Power’s generating 4 

plants.  These emission reductions will be achieved through existing, planned, and 5 

anticipated environmental retrofits at the Mitchell and Rockport Plants, the 6 

retirement of Big Sandy Unit 2, and the refueling of Big Sandy Unit 1.     7 

Q. WHY ARE THE PROJECTS LISTED IN KENTUCKY POWER 8 

COMPANY’S 2014 ENVIRONMENTAL COMPLIANCE PLAN 9 

NECESSARY FOR CONTINUED OPERATION OF KENTUCKY 10 

POWER’S GENERATING PLANTS?   11 

A. The projects listed in the 2014 Environmental Compliance Plan allow Big Sandy, 12 

Mitchell, and Rockport Plants the ability to operate in compliance with the 13 

requirements of federal statutes which include the Clean Air Act, the Resource 14 

Conservation and Recovery Act, and the Clean Water Act.  Without the 15 

implementation of these projects the Big Sandy, Mitchell, and Rockport Plants 16 

would not be able to legally operate.  The placement in-service of these projects 17 

allows Kentucky Power to remain in compliance with environmental regulations 18 

so that these Plants can continue to provide Kentucky Power’s customers with 19 

reliable generation.      20 

Q. DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY? 21 

A. Yes. 22 
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WHEREAS, the following complaints have been filed against American Electric Power 

Service Corporation, Indiana Michigan Power Company, Ohio Power Company, Appalachian 

Power Company, Cardinal Operating Company, and Columbus Southern Power Company in the 

above-captioned cases, United States, eta!. v. American Electric Power Service Corp., et al., 

Civil Action Nos. C2-99-1182 and C2-99-1250 ("AEP I') and United States. et al. v. American 

Electric Pm-ver Service Corp., et al.. Civil Action Nos. C2-04-1 098 and C2-05-360 ("AEP If'): 

(a) the United States of America ("United States"), on behalf of the United States 

Environmental Protection Agency ("EPA"), filed initial complaints on November 3, 1999 and 

April &, 2005, and filed amended complaints on March 3, 2000 and September 17, 2004, 

pursuant to Sections 113(b), 165, and 167 ofthe Clean Air Act (the "Act"), 42 U.S.C. §§ 7413, 

7475, and 7477; 

(b) the States ofNew York, Connecticut, New Jersey, Vennont, New Hampshire, 

Maryland, and Rhode Island, and the Commonwealth of Massachusetts, after their motion to 

intervene was granted, filed initial complaints on December 14, ] 999 and November 1 8, 2004, 

and filed amended complaints on April 5, 2000, September 24, 2002, and September 17, 2004, 

pursuant to Section 304 of the Act, 42 U.S.C. § 7604; and 

(c) Ohio Citizen Action, Citizens Action Coalition oflndiana, Hoosier 

Environmental Council, Valley Watch, Inc., Ohio Valley Environmental Coalition, West 

Virginia Environmental Council, Clean Air Council, Izaak Walton League of America, United 

States Public Interest Research Group, National Wildlife Federation, Indiana Wildlife 

Federation, League of Ohio Sportsmen, Sierra Club, and Natural Resources Defense Council, 
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Inc. filed an initial complaint on November 19, 1999, and filed amended complaints on January 

1, 2000 and September 16,2004, pursuant to Section 304 of the Act, 42 U.S.C. § 7604; 

WHEREAS, the complaints filed against Defendants in AEP I and AEP II sought 

injunctive relief and the assessment of civil penalties for alleged violations of, inter alia, the: 

(a) Prevention of Significant Deterioration and Nonattainment New Source 

Review provisions in Part C and D of Subchapter 1 of the Act, 42 U.S.C. §§ 7470-

7492,7501-7515: and 

(b) federally-enforceable state implementation plans developed by Indiana, 

Ohio, Virginia, and West Virginia; 

W~REAS, EPA issued notices of violation ("NOVs") to Defendants with respect to 

such allegations on November 2, 1999, November 22, 1999, and June 18, 2004; 

WHEREAS, EPA provided Defendant
1

s and the States oflndiana, Ohio, and West 

Virginia, and the Commonwealth of Virginia, with actual notice pertaining to Defendants' 

alleged violations, in accordance with Section 113(a)(l) and (b) ofthe Act, 42 U.S.C. 

§ 7413(a)(l) and (b); 

WHEREAS, in their complaints, the United States, the States, and Citizen Plaintiffs 

(collectively, the "Plaintiffs") alleged, inter alia, that Defendants made major modifications to 

major emitting facilities, and failed to obtain the necessary permits and install the controls 

necessary under the Act to reduce sulfur dioxide, nitrogen oxides, and/or particulate matter 

emissions, and further alleged that such emissions damage human health and the environment; 

2 

--------------------~--------~------~--~~------------------·~·~·-~-
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WHEREAS, the Plaintiffs' complaints state claims upon which relief can be granted 

against Defendants under Sections 113, 165, and 167 ofthe Act, 42 U.S.C. §§ 7413, 7475, and 

7477, and 28 U.S.C. § 1355; 

WHEREAS, Defendants have denied and continue to deny the violations alleged in the 

complaints and NOVs, maintain that they have been and remain in compliance with the Act and 

arc not liable for civil penalties or injunctive relict and state that they are agreeing to the 

obligations imposed by this Consent Decree solely to avoid the costs and uncertainties of 

litigation and to improve the environment; 

WHEREAS, Defendants have installed and operated SCR technology on several Units in 

the AEP Eastern System, as those tenns are defined herein, during the five t5) month ozone 

season to achieve emission reductions in compliance with the NOx SIP Call; 

WHEREAS, the Plaintiffs and Defendants anticipate that this Consent Decree, including 

the installation and operation of pollution control technology and other measures adopted 

pursuant to this Consent Decree, will achieve significant reductions of emissions from the AEP 

Eastern System and thereby significantly improve air quality; 

WHEREAS, the liability phase ofAEP /was tried on July 6-7,2005, and July 11-12, 

2005, and no decision has been rendered; 

WHEREAS, the Parties have agreed, and the Court by entering this Consent Decree 

finds, that this Consent Decree has been negotiated in good faith and at arm's length; that this 

settlement is fair, reasonable, and in the public interest, and consistent with the goals of the Act; 

and that entry of this Consent Decree without further litigation is the most appropriate means of 

resolving this matter; 

3 
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NOW, THEREFORE, without any admission by Defend~nts, and without adjudication of 

the violations alleged in the complaints or the NOVs, it is hereby ORDERED, i\IJJUDGED, 

AND DECREED as follmvs: 

I. JURISDICTION AND VENUE 

1. This Court has jurisdiction over this action, the subject matter herein, and the 

Parties consenting hereto, pursuant to 28 U.S.C. §§ 1331, 1345, 1355, and 1367, Sections 113, 

167, and 304 of the Act, 42 U.S.C. §§ 7413, 7477, and 7604. Solely for the purposes of this 

Consent Decree, venue is proper under Section 113(b) of the Act, 42 U.S. C. § 7413(b), and 

under 28 U.S.C. § 139l(b) and (c). Solely for the purposes of this Consent Decree and the 

underlying complaints, and for no other purpose, Defendants waive all objections and defenses 

that they may have to the Court's jurisdiction over this action, to the Court's jurisdiction over 

Defendants, and to venue in this District. Defendants shall not challenge the tenns of this 

Consent Decree or this Court's jurisdiction to enter and enforce this Consent Decree. Solely for 

the purposes of the complaints filed by the Plaintiffs in this matter and resolved by the Consent 

Decree, for the purposes of entry and enforcement of this Consent Decree, and for no other 

purpose, Defendants waive any defense or objection based on standing. Except as expressly 

provided for herein, this Consent Decree shall not create any rights in or obligations of any party 

other than the Plaintiffs and Defendants. Except as provided in Section XXV (Public Comment) 

of this Consent Decree, the Parties consent to entry of this Consent Decree without further 

notice. To facilitate entry of this Consent Decree, upon the Date of Lodging of this Consent 

Decree the Parties shall file a Joint Motion to Consolidate AEP I and AEP II so that AEP II is 

consolidated into AEP I. 
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II. APPLICABILITY 

2. Upon entry, the provisions of the Consent Decree shall apply to and be binding 

upon and inure to the benefit ofPlaintiffs and Defendants, and their respective successors and 

assigns, and upon their officers, employees, and agents, solely in their capacities as such. 

3. Defendants shall be responsible for providing a copy of this Consent Decree to all 

vendors, suppliers, consultants, contractors, agents, and any other company or other organization 

retained to perform any of the work required by this Consent Decree. Notwithstanding any 

retention of contractors, subcontractors, or agents to perform any work required under this 

Consent Decree, Defendants shall be responsible for ensuring that all work is performed in 

accordance with the requirements of this Consent Decree. Por this reason, in any action to 

enforce thls Consent Decree, Defendants shall not assert as a defense the failure of their officers, 

directors, employees, servants, agents, or contractors to take actions necessary to comply with 

this Consent Decree, unless Defendants establish that such failure resulted from a Force Majeure 

Event, as defined in Paragraph 158 of this Consent Decree. 

III. DEFINITIONS 

Every term expressly defined by this Consent Decree shall have the meaning given to 

that tenn by this Consent Decree and, except as otherwise provided in this Consent Decree, 

every other term used in this Consent Decree that is also a term under the Act or the regulations 

implementing the Act shall mean in this Consent Decree what such term means under the Act or 

those implementing regulations. 

4. A" 1-hour Average NOx Emission Rate" for are-powered gas-fired, electric 

generating unit means, and shall be expressed as, the average concentration in p:u1s per million 
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("ppm") by dry volume, corrected to 15%02, as averaged over one (1) hour. In detennining the 

1-Hour Average NOx Emission Rate, Defendants shall use CEMS in accordance with applicable 

reference med10ds specified in40 C.P.R. Part 60 to calculate the emissions for each 15-minute 

interval within each clock hour, except as provided in this Paragraph. Compliance with the 1-

Hour Average NOx Emission Rate shall be shown by averaging all 15-minute CEMS interval 

readings within a clock hour, except that any 15-minute CEMS interval that contains any part of 

a startup or shutdown shall not be included in the calculation ofthat 1-Hour average. A 

minimum of two 15-minute CEMS interval readings within a clock hour, not including startup or 

shutdown intervals, is required to determine compliance with the 1-Hour average NOx Emission 

Rate. All emissions recorded by CEMS shall be reported in 1-Hour averages. 

5. A "30-Day Rolling Average Emission Rate'' for a Unit means, and shall be 

expressed as, a lb/mmBTU and calculated in accordance with the following procedure: first, sum 

the total pounds of the pollutant in question emitted from the Unit during an Operating Day and 

the previous twenty-nine (29) Operating Days; second, sum the total heat input to the Unit in 

mmBTU during the Operating Day and the previous twenty-nine (29) Operating Days; and third, 

divide the total number of pounds of the pollutant emitted during the thirty (30) Operating Days 

by the total heat input during the thirty (30) Operating Days. A new 30-Day Rolling Average 

Emission Rate shall be calculated for each new Operating Day. Each 30-Day Rolling Average 

Emission Rate shall include all emissions that occur during all periods of startup, shutdown, and 

Malfunction within an Operating Day, except as follows: 

a. Emissions and BTU inputs that occur during a period of Malfunction shall 

be excluded from the calculation of the 30-Day Rolling Average Emission 
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Rate ifDefendants provide notice of the Malfunction to EPA in 

accordance with Paragraph 159 in Section XIV (Force Majeure) of this 

Consent Decree; 

b. Emissions ofNOx and BTU inputs that occur during the fifth and 

subsequent Cold Start Up Period(s) that occur at a given Unit during any 

30-day period shall be excluded from the calculation ofthe 30-Day 

Rolling Average Emission Rate if inclusion of such emissions would 

result in a violation of any applicable 30-Day Rolling Average Emission 

Rate and Defendants have installed, operated, and maintained the SCR in 

question in accordance with manufacturers' specificalions and good 

engineering practices. A "Cold Start Up Period" occurs whenever there 

has been no fire in the boiler of a Unit (no combustion of any Fossil Fuel) 

for a period of six (6) hours or more. The NOx emissions to be excluded 

during the fifth and subsequent Cold Start Up Period(s) shall be the lesser 

of (i) those NOx emissions emitted during the eight (8) hour period 

commencing when the Unit is synchronized with a utility electric 

distribution system and concluding eight (8) hours later, or (ii) those NOx 

emissions emitted prior to the time that the f1uc gas has achieved the 

minimum SCR operational temperature specified by the catalyst 

manufacturer; and 

c. For S02, shall include all emissions and BTUs commencing from the time 

the Unit is synchronized with a utility electric distribution system through 
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the time that the Unit ceases to combust fossil fuel and the fire is out in the 

boiler. 

6. A "30-Day Rolling Average Removal Efficiency'' means, for S02, at a Unit other 

than Conesville Unit 5 and Conesville Unit 6, the percent reduction in the mass ofS02 achieved 

by a Unit's FGD system over a 30-0perating Day period and shall be calculated as follows: step 

one, sum the total pounds of S02 emitted as measured at the outlet of the FGD system for the 

Unit during the cunent Operating Day and the previous twenty-nine (29) Operating Days as 

measured at the outlet of the FGD system for that Unit; step two, sum the total pounds of S02 

delivered to the inlet of the FGD system for the Unit during the current Operating Day and the 

previous twenty-nine (29) Operating Days as measured at the inlet to the FGD system for that 

Unit; step three, subtract the outlet S02 emissions calculated in step one from the inlet S02 

emissions calculated in step two; step four, divide the remainder calculated in step three by the 

inlet S02 emissions calculated in step two; and step five, multiply the quotient calculated in step 

four by 100 to express as a percentage of removal efficiency. A new 30-day Rolling Average 

Removal Efficiency shall be calculated for each new Operating Day, and shall include all 

emissions that occur during all periods within each Operating Day except that emissions that 

occur during a period of Malfunction may be excluded from the calculation ifDefendants 

provide Notice of the Malfunction to Plaintiffs in accordance with Section XIV (Force Majeure) 

and it is determined to be a Force Majeure Event pursuant to that Section. 

7. "AEP Eastern System" means, solely for purposes of this Consent Decree, the 

following coal-fired, electric steam generating Units (with the nominal nameplate net capacity of 

each Unit): 
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a. Amos Unit 1 (800 MW), Amos Unit 2 (800 MW), and Amos Unit 3 (1300 

MW) located in St. Albans, West Virginia; 

b. Big Sandy Unit 1 (260 MW) and Big Sandy Unit 2 (800 MW) located in 

Louisa, Kentucky; 

c. Cardinal Unit 1 (600 MW), Cardinal Unit 2 (600 MW), and Cardinal Unit 

3 (630 MW) located in Brilliant, Ohio; 

d. Clinch River Unit 1 (235 MW), Clinch River Unit 2 (235 MW), and 

Clinch River Unit 3 (235 MW) located in Carbo, Virginia; 

e. Conesville Unit 1 (125 MW), Conesville Unit 2 (125 MW), Conesville 

Unit 3 (165 MW), Conesville Unit 4 (780 MW), Conesville Unit 5 (375 

MW), and Conesville Unit 6 (375 MW) located in Conesville, Ohio; 

f. Gavin Unit 1 (1300 MW) and Gavin Unit 2 (1300 MW) located in 

Cheshire, Ohio; 

g. Glen Lyn Unit 5 (95 MW) and Glen Lyn Unit 6 (240 MW) located in Glen 

L yn, Virginia; 

h. Kammer Unit 1 (21 0 MW), Kammer Unit 2 (21 0 MW), and Kammer Unit 

3 (21 0 MW) located in Moundsville, West Virginia; 

i. Kanawha River Unit 1 (200 MW) and Kanawha River Unit 2 (200 MW) 

located in Glasgow, West Virginia; 

j. Mitchell Unit 1 (800 MW) and Mitchell Unit 2 (800 MW) located in 

?-.foundsville, West Virginia; 

k. Mountaineer Unit 1 ( 1300 MW) located in New Haven, West Virginia; 

9 



Exhibit JMM-1 
Page 14 of 121

Case 2:99-cv-01250-EAS-TPK Document 363 Filed 10/09/2007 Page 14 of 121 

1. Muskingum River Unit 1 (205 MW), Muskingum River Unit 2 (205 MW), 

Muskingum River Unit 3 (215 MW), Muskingum River Unit 4 (215 .\1\V), 

and Muskingum River Unit 5 (585 MW) located in Beverly, Ohio; 

m. Pic way Unit 9 (1 00 MW) located in Lockbourne, Ohio; 

n. Rockport Unit 1 (1300 MW) and Rockport Unit 2 (1300 MW) located in 

Rockport, Indiana; 

o. Sporn Unit l (l50 MW), Sporn Unit 2 (150 MW), Sporn Unit 3 (150 

MW), Sporn Unit 4 (150), and Sporn Unit 5 (450 MW) located in New 

Haven, West Virginia; and 

p. Tanners Creek Unit 1 (145 MW), Tanners Creek Unit 2 (145 MW), 

Tanners Creek Unit 3 (205 MW), and Tanners Creek Unit 4 (500 MW) 

located in Lawrenceburg, Indiana. 

8. "Boiler Island" means: a Unit's (a) fuel combustion system (including bunker, 

coal pulverizers, crusher, stoker, and fuel burners); (b) combustion air system; (c) steam 

generating system (firebox, boiler tubes, and walls); and (d) draft system (excluding the stack), 

all as further described in "Interpretation of Reconstruction," by John B. Rasnic, U.S. EPA 

(November 25, 1986) and attachments thereto. 

9. "CEMS" or "Continuous Emission Monitoring System'' means, for obligations 

involving NOx and S02 under this Consent Decree, the devices defined in 40 C.F.R. § 72.2 and 

installed and maintained as required by 40 C.F.R. Part 75. 

10. "Citizen Plaintiffs" means, collectively, Ohio Citizen Action, Citizens Action 

Coalition of Indiana, Hoosier Environmental Council, Ohio Valley Environmental Coalition, 

10 



Exhibit JMM-1 
Page 15 of 121

{ 

Case 2:99-cv-01250-EAS-TPK Document 363 Filed 10/09/2007 Page 15 of 121 

West Virginia Environmental Council, Clean Air Council, h:aak Walton League of America, 

United States Public Interest Research Group, National Wildlife Federation, Indiana Wildlife 

Federation, League of Ohio Sportsmen, Sierra Club, and Natural Resources Defense Council, 

Inc. 

11. "Clean Air Act" or "Act" means the tederal Clean Air Act, 42 U.S.C. §§ 7401-

7671 q, and its implementing regulations. 

12. "Clean Air Interstate Rule" or "CATR" means the regulations promulgated by 

EPA on May 12, 2005, at 70 Fed. Reg. 25,161, which are entitled, "Rule to Reduce Interstate 

Transport of Fine Particulate Matter and Ozone (Clean Air Interstate Rule); Revisions to Acid 

Rain Program; Revisions to NOx SIP Call; Final Rule," and any subsequent amendments to that 

regulation, and any applicable, federally-approved state implementation plan or the federal 

implementation plan to implement CAIR. 

13. "Consent Decree" or "Decree" means this Consent Decree and the appendices 

attached hereto, which are incorporated into this Consent Decree. 

14. "Continuously Operate" or "Continuous Operation" means that when an SCR, 

FGD, ESP, or Other NOx Pollution Controls are used at a Unit, except during a Malfunction, 

they shall be operated at all times such Unit is in operation, consistent with the technological 

limitations, manufacturers' specifications, and good engineering and maintenance practices for 

such equipment and the Unit so as to minimize emissions to the greatest extent practicable. 

15. "Date of Entry" means the date this Consent Decree is approved or signed by the 

United States District Com1 Judge; provided, however, that if the Parties' Joint Motion to 

Consolidate, as specified in Paragraph 1, is denied or not decided, then the "Date ofEntry" 
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means the date that the last of the two United States District Court Judges hearing these cases 

approves or signs this Consent Decree. 

16. "Date of Lodging" means the date this Consent Decree is filed for lodging with 

the Clerk ofthc Court tor the United States District Court for the Southern District of Ohio. 

17. "Day" means, unless otherwise specified, calendar day. 

18. "Defendants" or "AEP" means American Electric Power Service Corporation, 

Kentucky Power Company d/b/a American Electric Power, Indiana Michigan Power Company 

d/b/a American Electric Power, Ohio Power Company d/b/a American Electric Power, Cardinal 

Operating Company and its owners (Ohio Power and Buckeye Power, Inc.), Appalachian Power 

Company d/b/a American Electric Power, and Columbus Southt:rn Power Company d/b/a 

American Electric Power. 

19. "Eastern System-Wide Annual Tonnage Limitation" means the limitations, as 

specified in this Consent Decree, on the number of tons of the air pollutants that may be emitted 

from the AEP Eastern System during the relevant calendar year <J.&., January 1 through 

December 31), and shall include all emissions of the air pollutants emitted during all periods of 

startup, shutdown, and Malfunction, except that emissions that occur during a period of 

Malfunction may be excluded from the calculation if Defendants provide Notice ofthe 

Malfunction to Plaintiffs in accordance with Section XIV (Force Majeure) and it is determined to 

be a Force Majeure Event pursuant to that Section. 

20. "Emission Rate" means the number of pounds of pollutant emitted per million 

BTU of heat input ("lb/mmBTU"), measured in accordance with this Consent Decree. 

21. "EPA" means the United States Environmental Protection Agency. 
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22. "ESP" means electrostatic precipitator, a pollution control device for the 

reduction of PM. 

23. "Environmental Mitigation Project" means a project funded or implemented by 

Defendants as a remedial measure to mitigate alleged damage to human health or the 

environment, including National Parks or Wilderness Areas, claimed to have been caused by the 

alleged violations described in the complaints or to compensate Plaintiffs for costs necessitated 

as a result of the alleged damages. 

24. "Existing Unit'' means a Unit that commenced operation prior to the Date of 

Lodging of this Consent Decree. 

25. "Flue Gas Desulfurization System,'' or "FGD," means a pollution control device 

with one or more absorber vessels that employs flue gas desulfurization technology for the 

reduction of so2. 

26. "Fossil Fuel" means any hydrocarbon fuel, including coal, petroleum coke, 

petroleum oil, or natural gas. 

27. An "Improved Unit" for NOx means an AEP Eastern System Unit equipped with 

an SCR or scheduled under this Consent Decree to be equipped with an SCR. or required to be 

Retired, Retrofitted, or Rc-powered. A Unit may be an Improved Unit for one pollutant without 

being an Improved Unit for another. Any Other Unit in the AEP Eastern System can become an 

Tmproved Unit for NOx if it is equipped with an SCR and the requirement to Continuously 

Operate such SCR is incorporated into a federally~enforceable non-Title V permit or site-specific 

amendment to the state implementation plan and the Title V Permit applicable to that Unit. 
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28. An "Improved Unit" for S02 means an AEP Eastern System Unit equipped with 

an FGD or scheduled under this Consent Decree to be equipped with an FGD, or required to be 

Retired, Retrofitted, or Re-powered. A Unit may be an Improved Unit for one pollutant without 

being an Improved Unit for another. Any Other Unit in the AEP Eastern System can become an 

Improved Unit for S02 if it is equipped with an FGD and the requirement to Continuously 

Operate such FGD is incorporated into a federally-enforceable non-Title V permit or site

specific amendment to the state implementation plan and the Title V Permit applicable to that 

Unit. 

29. "KW" means kilowatt or one thousand watts. 

30. "lb/mmBTU" means one pound per million British thermal units. 

31 . "Malfunction" means any sudden, infrequent, and not reasonably preventable 

failure of air pollution control equipment, process equipment, or a process to operate in a normal 

or usual manner. Failures that are caused in part by poor maintenance or careless operation are 

not Malfunctions. 

32. "MW" means a megawatt or one million watts. 

33. "NSR Permit" means a preconstruction permit issued by the permitting authority 

pursuant to Parts CorD of Subchapter I of the Clean Air Act. 

34. "1\ational Ambient Air Quality Standards" or "NAAQS" means national ambient 

air quality standards that are promulgated pursuant to Section 109 of the Act, 42 U.S.C. § 7409. 

35. "New and Newly Permitted Unit" means a Unit that commenced operation after 

the Date of Lodging of this Consent Decree, and that has been issued a final NSR Permit for S02 

and NOx that includes applicable Best Available Control Technology ("BACT") and/or Lowest 
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Achievable Emission Rate ("LAER") limitations, as those tenns are respectively defined at 42 

u.s.c. §§ 7479(3), 7501(3). 

36. ''Nonattainment NSR" means the nonattainment area New Source Review 

program within the meaning ofPart D of Subchapter I ofthe Act, 42 U.S.C. §§ 7501-7515, and 

its regulations, 40 C.F .R. Part 51. 

37. "NOx" means oxides of nitrogen, measured in accordance with the provisions of 

this Consent Decree. 

38. "NOx Allowance" means an authorization to emit a specified amount ofNOx that 

is allocated or issued under an emissions trading or marketable pennit program of any kind that 

has been established under the Clean Air Act or a state implementation plan. 

39. ''NOx CATR Allocations" means the number ofNOx Allowances allocated to the 

AEP Eastern System Units pursuant to the Clean Air Interstate Rule, excluding any NOx 

Allowances awarded by Indiana, Kentucky, Ohio, West Virginia, and Virginia to an AEP 

Eastern System Unit from the "compliance supplement pool," as that phrase is defined at 40 

C.F .R. § 96.143, in a federally-approved state implementation plan, or federal implementation 

plan to implement CAIR. 

40. "Operating Day" means any day on which a Unit fires Fossil Fuel. 

41. "Other NOx Pollution Controls" means the measures identified in the table in 

Paragraph 69 that will achieve reductions in NOx emissions at the Units specified therein. 

42. "Other S02 Measures" means the measures identified in Paragraph 90 that will 

achieve reductions in S02 emissions at the Units specified therein. 
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43. "Other Unit" means any Unit of the AEP Eastern System that is not an Improved 

Unit for the pollutant in question. 

44. "Operational or Ownership Interest" means part or all of Defendants' legal or 

equitable operational or ownership interests in any Unit in the AEP Eastern System. 

45. "Parties" means the United States, the States, the Citizen Plaintiffs, and 

Defendants. "Party" means one of the Parties. 

46. "Plaintiffs" means the United States, the States, and the Citizen Plaintiffs. 

47. "Plant-Wide Annual Rolling Tonnage Limitation for SOz at Clinch River" means 

the sum of the tons of S02 emitted during all periods of operation from the Clinch River plant, 

including, without limitation, all S02 emitted during periods of startup, shutdown, and 

Malfunction, in the most recent month and the previous eleven ( 11) months. A new Annual 

Rolling Average Tonnage Limitation for years 2010 through 2014, and for 2015 and continuing 

thereafter, shall be calculated in accordance with Paragraph 88. 

48. "Plant-Wide Annual Tonnage Limitation for S02 at Kammer" means the sum of 

the tons of S02 emitted during all periods of operation from the Kammer plant, including, 

without limitation, all S02 emitted during periods of startup, shutdown, and Malfunction, during 

the relevant calendar year~., January I through December 31). A new Plant-Wide Annual 

Tonnage Limitation shall be calculated for each new calendar year. 

49. "PM" means particulate matter, as measured in accordance with the provisions of 

this Consent Decree. 
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50. "PM CEMS" or "PM Continuous Emission Monitoring System" means the 

equipment that samples, analyzes, measures, and provides, by readings taken at frequent 

intervals, an electronic or paper record of PM emissions. 

51. "PM Emission Rate" means the number of pounds of PM emitted per million 

BTU of heat input (lb/mmBTU), as measured in annual stack tests in accordance with EPA 

Method 5, 5B, or 17, 40 C.P.R. Part 60, including Appendix A. 

52. "Project Dollars" means Defendants' expenditures and payments incurred or 

made in carrying out the Environmental Mitigation Projects identified in Section VIII 

(Environmental Mitigation Projects) of this Consent Decree to the extent that such expenditures 

or payments both: (a) comply with the requirements set forth in Section VIII (Environmental 

Mitigation Projects) and Appendix A of this Consent Decree, and (b) constitute Defendants' 

direct payments for such projects, or Defendants' external costs for contractors, vendors, and 

equipment. 

53. "PSD" means Prevention of Significant Deterioration within the meaning of Part 

C of Subchapter T of the Clean Air Act, 42 U.S.C. §§ 7470-7492, and its regulations, 40 C.F.R. 

Part 52. 

54. "Re-power" means either (I) the replacement of an existing pulverized coal 

boiler through the construction of a new circulating fluidized bed (''CFB") boiler or other 

technology of equivalent environmental performance that at a minimum achieves and maintains 

a 30-Day Rolling Average Emission Rate not greater than 0.100 lb/mmBTU or a 30-Day Rolling 

Average Removal Efficiency of at least ninety-five percent (95%) for S02 and a 30-Day Rolling 

Average Emission Rate not greater than 0.070 lb/mmBTU for NOx; or (2) the modification of 
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such Unit, or removal and replacement of Unit components, such that the modit1ed or replaced 

Unit generates electricity through the use of new combined cycle combustion turbine technology 

fueled by natural gas containing no more than 0.5 grains of sulfur per l 00 standard cubic feet of 

natural gas, and at a minimum, achieves a 1-hour Average NOx Emission Rate not greater than 

2.0ppm. 

55. "Relire" means that Defendants shall: (a) permanently shut down and cease to 

operate the Unit; and (b) comply with any state and/or federal requirements applicable to that 

Unit. Defendants shall amend any applicable pennits so as to reflect the permanent shutdown 

status of such Unit. 

56. "Retrofit" means that the Unit must install and Continuously Operate both an 

SCR and an FGD. For the 600 MW listed in the table in Paragraph 68 and 87, "Retrofit" means 

that the Unit must meet a federally-enforceable 30-Day Rolling Average Emission Rate ofO.lOO 

lb/mmBTU forNOx and a 30-Day Rolling Average Emission Rate ofO.lOO lb/mmBTU for S02, 

measured in accordance with the requirements of this Consent Decree. 

57. "Selective Catalytic Reduction System" or "SCR" means a pollution control 

device that employs selective catalytic reduction technology for the reduction ofNOx emissions. 

58. "Selective Non-Catalytic Reduction" means a pollution control device for the 

reduction ofNOx emissions that utilizes ammonia or urea injection into the boiler. 

59. "S02" means sulfur dioxide, as measured in accordance with the provisions of 

this Consent Decree. 
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60. "S02 Allowance" means "allowance" as defined at 42 U.S.C. § 7651 a(3): "an 

authorization, allocated to an affected unit by the Administrator of EPA under Subchapter IV of 

the Act, to emit, during or after a specified calendar year, one ton of sulfur dioxide." 

61. "S02 Allocations" means the number ofS02 Allowances allocated to the AEP 

Eastern System Units. 

62. "Super-Compliant NOx Allowance" means an allowance attributable to reductions 

beyond the requirements of this Consent Decree as determined in accordance with Paragraph 80. 

63. "Super-Compliant S02 Allowance" means an allowance attributable to reductions 

beyond the requirements of this Consent Decree as determined in accordance with Paragraph 98. 

64. "States·· means the States of Connecticut, Maryland, New Hampshire, New 

Jersey, New York, Rhode Island, and Vennont, and the Commonwealth of~assachusetts. 

65. "Title V Permit" means the permit required for Defendants' major sources under 

Subchapter Vofthe Act, 42 U.S.C. §§ 7661-766le. 

66. "Unit" means collectively, the coal pulverizer, stationary equipment that feeds 

coal to the boiler, the boiler that produces steam for the steam turbine, the steam turbine, the 

generator, the equipment necessary to operate the generator, steam turbine, and boiler, and all 

ancillary equipment, including pollution control equipment. An electric steam generating station 

may comprise one or more Units. 

N. NO,. EMISSION REDUCTIONS AND CONTROLS 

A. Eastern System-Wide Annual Tonnage Limitations for NO'£. 

6 7. Notwithstanding any other provisions of this Consent Decree, except Section XIV 

(Force ~ajeure), during each calendar year specified in the table below, all Units in the AEP 
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Eastern System, collectively, shall not emit NOx: in excess of the following Eastern System-Wide 

Annual Tonnage Limitations: 

Calendar Year Eastern System-Wide Annual Tonnage 
Limitations for NO. 

2009 96,000 tons 

2010 92,500 tons 

2011 92,500 tons 

2012 85,000 tons 

2013 85.000 tons 

2014 85,000 tons 

2015 75,000 tons 

201 6, and each year thereafter 72,000 tons 

B. NOx Emission Limitations and Control Requirements. 

68. No later than the dates set fcmh in the table below, Defendants shall install and 

Continuously Operate SCR on each Unit identified therein, or, if indicated in the table, Retire, 

Retrofit, or Re-power such Unit: 

Unit NO, Pollution Control Date 

Amos Unit 1 SCR January 1 , 2008 

Amos Unit2 SCR January 1, 2009 

Amos Unit3 SCR January I, 2008 

Big Sandy Unit 2 SCR January 1, 2009 

Cardinal Unit 1 SCR January 1, 2009 

Cardinal Unit 2 SCR January 1, 2009 
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Unit NO~ Pollution Control Date 

Cardinal Unit 3 SCR January 1, 2009 

Conesville Unit 1 Retire, Retrofit, or Re-power Date of Entry of this 
Consent Decree 

Conesville Unit 2 Retire, Retrofit, or Re-power Date of Entry ofthis 
Consent Decree 

Conesville Unit 3 Retire, Retrofit, or Re-power December 31, 2012 

Conesville Unit 4 SCR December 31,2010 

Gavin Unit 1 SCR January 1, 2009 

Gavin Unit2 SCR January 1, 2009 

Mitchell Unit 1 SCR January t, 2009 

Mitchell Unit 2 SCR January 1, 2009 

Mountaineer Unit 1 SCR January 1, 2008 

Muskingum River Units 1-4 Retire, Retrofit, or Re-power December 31,2015 

Muskingum River Unit 5 SCR January 1, 2008 

Rockport Unit 1 SCR December 31, 2017 

Rockport Unit 2 SCR December 31, 20 t 9 

Sporn 1Jnit 5 Retire, Retrofit, or Re-power December 31, 2013 

A total of at least 600 MW from Retire, Retrofit, or Re-power December 31, 2018 
ihe following list of Units: Sporn 
Units 1-4, Clinch River Units 1-3, 
Tanners Creek Units 1-3, and/or 
Kammer Units 1-3 
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69. Other NOx Pollution Controls. No later than the dates set forth in the table below, 

Defendants shall Continuously Operate the Other NOx Pollution Controls on the Units identified 

therein: 

Unit Other NOx Pollution Date 
Controls 

Big Sandy Unit 1 Low NOx Burners Date of Entry 

Glen Lyn Units 5 and 6 Low NOx Burners Date of Entry 

Clinch River Units 1, 2, and 3 Low NOx Burners, and For LowNOx Burners, Date 
Selective Non-catalytic of Entry, and, t(1r Selective 
Reduction Non-Catalytic Reduction, 

December 31, 2009 

Conesville Units 5 and 6 Low NOx Burners Date of Entry 

Kammer Units l, 2, and 3 Overfire Air Date of Entry 

Kanawha River Units 1 and 2 Low NOx Burners Date of Entry 

Picway Unit 9 Low NOx Burners Date of Entry 

Tanners Creek Units 1, 2, and 3 Low NO" Burners Date ofEntry 

Tanners Creek Unit 4 Overfire Air Date ofEntry 

C. General Provisions for Use and Surrender ofNOx Allowances. 

70. Except as may be necessary to comply with this Section and Section XTII 

(Stipulated Penalties), Defendants may not use NOx Allowances to comply with any requirement 

of this Consent Decree, including by claiming compliance with any emission limitation or 

Eastern System-Wide Annual Tonnage Limitation required by this Decree, by using, tendering, 
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or otherwise applying NOx Allowances to achieve compliance or offset any emissions above the 

limits specified in this Consent Decree. 

71. As required by this Section TV of this Consent Decree, Defendants shall surrender 

NOx Allowances that would otherwise be available for sale, trade, or transfer as a result of 

actions taken by Defendants to comply with the requirements of this Consent Decree. 

72. NOx Allowances allocated to the AEP Eastern System may be used by 

Defendants to meet their own federal and/or state Clean Air Act regulatory requirements for the 

Units included in the AEP Eastern System. Subject to Paragraph 70, nothing in this Consent 

Decree shall prevent Defendants from purchasing or otherwise obtaining NOx Allowances from 

another source for purposes of complying with their own federal and/or state Clean Air Act 

requirements to the extent otherwise allowed by law. 

73. The requirements in this Consent Decree pertaining to Defendants' use and 

surrender ofNOx Allowances are pemmnent injunctions not subject to any termination provision 

of this Consent Decree. These provisions shall survive any tennination of this Consent Decree. 

D. Use of Excess NOx Allowances. 

74. Calculation of Unrestricted and Restricted NO, Allowances. On an annual basis, 

beginning in 2009, Defendants shall calculate the difference between the NOx CAIR Allocations 

for the Units in the AEP Eastern System for that year and the annual Eastern System-Wide 

Tonnage Limitations for NOx for that calendar year. This difference represents the total Excess 

NOx Allowances for that calendar year. For purposes of this Consent Decree, for each year 

commencing in 2009 and ending in 2015, forty-two percent (42%) ofthe Excess NOx 

Allowances shall be Unrestricted Excess NOx Allow<mces and fifty-eight percent (58%) shall be 
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Restricted Excess NOx Allowances. Commencing in 2016, and continuing thereafter, all Excess 

NOx Allowances shall be Restricted Excess NOx Allowances. 

75. Use and Surrender of Unrestricted Excess NO, Allowances. For each calendar 

year commencing in 2009 and ending in 2015, Defendants may use Unrestricted Excess NOx 

Allowances in any manner authorized by law. No later than March 1, 2016, Defendants must 

surrender, or transfer to a non-profit third party selected by Defendants for surrender, all unused 

Unrestricted Excess NOx Allowances subject to surrender accumulated during the period from 

2009 through 2015. 

76. Use and Surrender of Restricted Excess NOli Allowances. Beginning in calendar 

year 2009, and for each calendar year thereafter, Defendants shall calculate the difference 

between the number of any Restricted Excess NOx Allowances and the number ofNOx 

Allowances that is equal to the amount of actual NO, emissions from: (a) any New and Newly 

Permitted Unit as defined in this Consent Decree, and (b) the following five natural-gas plants 

but only up to a cumulative total of 1200 tons ofNOx: in any single year: Ceredo Generating 

Station located near Ceredo, West Virginia, with a nominal generating capacity of 505 

megawatts; Waterford Energy Center located in southeastern Ohio, with a nominal generating 

capacity of821 megawatts; Darby Electric Generating Station located near Columbus, Ohio, 

with a nomina[ generating capacity of 480 megawatts; Lawrenceburg Generating Station located 

in Lawrenceburg, Indiana, with a generating capacity of 1,096 megawatts; and a natural gas-fired 

power plant under construction near Dresden, Ohio, with a nominal generating capacity of 580 

megawatts. This difference shall be the amount of Restricted Excess NOx Allowances 
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potentially subject to surrender in 2016. During calendar years 2009 through 2015, Defendants 

may accumulate Restricted Excess NO, Allowances potentially subject to sm1·ender in 2016. 

77. NOx Allowances from Renewable Energy. Beginning in calendar year 2009, and 

for each calendar year thereafter, Defendants may subtract from the number of Restricted Excess 

NOx Allowances potentially subject to surrender, a number of allowances calculated in 

accordance with this Paragraph. To calculate such number, Defendants shall use the following 

method: multiply 0.0002 by the sum of (a) the actual annual generation in MWH/ycar generated 

from solar or wind power projects first owned or operated by Defendants after the Date of 

Lodging of this Consent Decree, and (b) the actual annual generation in MWH/year purchased 

by Defendants from solar or wind power projects in any year after the Date of Lodging of this 

Consent Decree. Such figure so calculated shall be subtracted from the number of Restricted 

Excess NOx Allowances potentially subject to surrender each year. The remainder shall be the 

Restricted Excess NOx Allowances subject to surrender. 

78. Defendants may, solely at their discretion, use Restricted Excess NOx Allowances 

at a New and Newly Pennitted Unit for which Defendants have received a final NSR Permit 

from the permitting agency even if the NSR Permit has been appealed but not stayed during the 

permit appeal process. If Defendants use Restricted Excess NOx Allowances at such New and 

Newly Permitted Unit, and the emissions from such New and Newly Pcnnittcd Unit are greater 

than what such Unit is permitted to emit after final adjudication of the appeal process, 

Defendants shall, within thirty (30) days of such final adjudication, retire an amount ofNOx 

Allowances equal to the number of tons ofNOx actually emitted that exceeded the finally 

adjudicated pennit limit. 
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79. No later than March 1, 2016, the total number of Restricted Excess NOx 

Allowances subject to surrender accumulated during 2009 through 2015 as calculated in 

accordance with Paragraphs 74, 76, and 77, shall be surrendered or transferred to a non-profit 

third party selected by Defendants for surrender, pursuant to Subsection F, below. Beginning in 

calendar year 2016, and for each calendar year thereafter, the total number of Restricted Excess 

NOx Allowances subject to surrender for that year calculated in accordance with Paragraph 74, 

76 and 77, shall be surrendered, or transferred to a non-profit third party selected by Defendants 

for surrender, by March 1 of the following calendar year. 

E. Super-Compliant N021 Allowances. 

80. In each calendar year beginning in 2009, and continuing thereafter, Defendants 

may usc in any manner authorized by law any NOx Allowances made available in that year as a 

result of maintaining actual NOx emissions from the AEP Eastern System below the Eastern 

System-Wide Annual Tonnage Limitations for NOx under this Consent Decree for each calendar 

year. Defendants shall timely rep011 the generation of such Super-Compliant NOx Allowances in 

accordance with Section XI (Periodic Reporting) and Appendix B of this Consent Decree. 

F. Method for Surrender ofExcess NO, Allowances. 

81. For purposes of this Consent Decree, the "surrender'' of Excess Restricted or 

Unrestricted Excess NOx Allm,..ances subject to sunender means permanently suncndering to 

EPA NO" Allowances from the accounts administered by EPA so that such NOx Allowances can 

never be used thereafter to meet any compliance requirement under the Clean Air Act, a state 

implementation plan, or this Consent Decree. 
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82. For all Restricted or Unrestricted Excess NOx Allowances subject to surrender 

required to be surrendered to EPA in Paragraphs 79 and 75, above, Defendants or the third party 

recipient(s) (as the case may be) shall first submit a NOx Allowance transfer request form to 

EPA's Office of Air and Radiation's Clean Air Markers Division directing the transfer of such 

NOx Allowances to the EPA Enforcement Surrender Account or to any other EPA account that 

EPA may direct in writing. As part of submitting these transfer requests, Defendants or the third 

party recipient(s) shall irrevocably authorize the transfer of these NOx Allowances and identify

by name of account and any applicable serial or other identification numbers or station names

the source and location of the NOx Allowances being surrendered. 

83. If any NOx Allowances required to be surrendered under tllis Consent Decree are 

transferred directly to a non-profit third party, Defendants shall include a description of such 

transfer in the next report submitted to EPA as required by Section XI (Periodic Reporting) of 

this Consent Decree. Such report shall: (a) identify the non-profit third party recipient(s) of the 

NOx Allowances and list the serial numbers of the transferred NOx Allowances; and (b) include a 

certification by the third party recipient(s) stating that the recipient(s) will not sell, trade, or 

otherwise exchange any of the NOx Allowances and will not use any of the NOx Allowances to 

meet any obligation imposed by any environmental law. No later than the second periodic report 

due after the transfer of any NOx Allowances, Defendanis shall include a statement that the third 

party recipient(s) surrendered the NOx Allowances for permanent surrender to EPA in 

accordance with the provisions of Paragraph 82 within one (1) year after Defendants transferred 

the NO:x Allowances to them. Defendants shall not have complied with the NOx Allowance 
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surrender requirements of this Paragraph until all third party recipient(s) have actually 

surrendered the transferred NOx Allowances to EPA. 

G. Reporting Requirements for NOK Allowances. 

84. Defendants shall comply with the reporting requirements for NOx Allowances as 

described in Section XI (Periodic Reporting) and Appendix B. 

H. General NOx Provisions. 

85. To the extent a NOx Emission Rate is required under this Consent Decree, 

Defendants shall use CEMS in accordance with the reference methods specified in 40 C.F.R. 

Part 75 to detennine such Emission Rate. 

V. SO:z. EMlSSlON REDUCTIONS AND CONTROLS 

A. Eastern System-Wide Annual Tonnage Limitations for S02. 

86. Notwithstanding any other provisions of this Consent Decree, except Section XTV 

(Force Majeure), during each calendar year specified in the table below, all Units in the AEP 

Eastern System, collectively, shall not emit S02 in excess ofthe following Eastern System-Wide 

Annual Tonnage Limitations: 

Calendar Year Eastern System-Wide Annual Tonnage 
Limitations for SOz 

2010 450,000 tons 

2011 450,000 tons 

2012 4:?.0,000 tons 

2013 350,000 tons 

2014 340,000 tons 
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Calendar Year Eastern System-Wide Annual Tonnage 
Limitations for so2 

2015 275,000 tons 

2016 260,000 lons 

2017 235,000 tons 

2018 184,000 tons 

2019, and each year thereafter 174,000 tons 

B. so~ Emission Limitations and Control Requirements. 

87. No later than the dates set forth in the to1.ble below, Defendants shall install and 

Continuously Operate an FGD on each Unit identified therein, or, if indicated in the table, 

Retire, Retrofit, or Re-power such Unit: 

( Unit S02 Pollution Control Date 

Amos Pnits 1 and 3 FGD December 31 , 2009 

Amos Unit2 FGD December 31,2010 

Big Sandy Unit 2 FGD December 31, 2015 

Cardinal Units 1 and 2 FGD December 31, 2008 

Cardinal Unit 3 FGD December 31,2012 

Conesvi lie Units 1 and 2 Retire, Retrofit, or Re-power Date of Entry 

Conesville Unit 3 Retire, Retrofit, or Re-power December 31, 2012 

Conesville Unit 4 FGD December 31, 201 0 

Conesville Unit 5 Upgrade existing FGD and December 31,2009 
meet a 95% 30-day Rolling 
Average Removal Efficiency 
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Unit S02 Pollution Control Date 

Conesville Unjt 6 Upgrade existing FGD and December 3 I, 2009 
meet a 95% 30-day Rolling 
A vcragc Removal Efficiency 

Gavin Units l and 2 FGD Date of Entry 

Mitchell Units I and 2 FGD December 31, 2007 

Mountaineer Unit 1 FGD December 31, 2007 

Mu~kingum River Units l-4 Retire, Retrofit, or Re-power December 31,2015 

Muskingum River Unit 5 FGD December 3 L 20 I 5 

Rockport Unit 1 FGD December 31, 20 17 

Rockport Unit 2 FGD December 31, 2019 

Sporn Unit 5 Retire, Retrofit, or Re-power December 31, 2013 

A total of at least 600 MW from Retire, Retrofit, or Re-power December 31, 2018 
the following list of Units: Sporn 
Units 1-4, Clinch River Units 1-3, 
Tanners Creek Units 1-3, and/or 
Kammer Units 1-3 

88. Plant-Wide Annual Rolling Average Tonna2e Limitation for S02 at Clinch River. 

Beginning on January l, 2010, and continuing through December 31,2014, Defendants shall 

limit their total annual S02 emissions at the Clinch River plant to a Plant-Wide Annual Rolling 

Average Tonnage Limitation of21,700 tons. Beginning on January 1, 2015, and continuing 

thereafter, Defendants shall limit their total annual S02 emissions at the Clinch River plant to a 

Plant-Wide Annual Rolling Average Tonnage Limitation of 16,300 tons. For purposes of 

calculating the P !ant-Wide Annual Rolling Average Tonnage Limitation that begins in 201 0, 

Defendants shall use the period beginning January 1 , 201 0 through December 31, 2010 to 
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establish the initial annual period that is subject to the Plant-Wide Annual Rolling Average 

Tonnage Limitation for 2010 through 2014. Defendants shall then calculate a new Plant-Wide 

Annual Rolling Average Tonnage Limitation each month thereafter through December 3 I, 2014, 

by averaging the most recent month with the previous eleven (11) months. For putposes of 

calculating the Plant-Wide Annual Rolling Average Tmmage Limitation that begins in 2015, 

Defendants shall use the period beginning January 1, 2015 through December 31, 2015 to 

establish the initial annual period that is subject to the Plant-Wide Annual Average Rolling 

Tonnage Limitation for 2015. Defendants shall then calculate a new Plant-Wide Annual Rolling 

Average Tonnage Limitation each month thereafter by averaging the most recent month with the 

previous eleven (11) months. 

89. Plant-Wide Annual Tonnag:e Limitation for S02 at Kammer. Beginning on 

J anuaty 1, 20 I 0, and continuing annually thereafter, Defendants shall limit their total annual S02 

emissions at the Kammer plant to a Plant· Wide Annual Tonnage Limitation of 35,000 tons. 

90. Other S02 Measures. No later than the dates set forth in the table below, 

Defendants shall comply with the limit on coal sulfur content for such Units, at all times that the 

Units are in operation: 

Unit Other S02 Measures Date 

Big Sandy Unit l Units can only bum coal with a Date ofEntry 
sulfur content no greater than 
1.75 lb/mmBTU on an annual 
average basis 

Glen Lyn Units 5 and 6 Units can only bum coal with a Date of Entry 
sulfur content no greater than 
1.75 lb/mmBTU on an annual 
average basis. 
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Unit Other S02 Measures Date 

Kanawha River Units 1 Units can only burn coal with a Date of Entry 
and 2 sulfur content no greater than 

1.75 lb/mmBTU on an annual 
average basis 

Tanners Creek Units 1, 2, Units can only bum coal with a Date of Entry 
and 3 sulfur content no greater than 

1.2 lb/mrnBTU on an annual 
average basis 

Tanners Creek Unit 4 Unit can only bum coal with a Date ofEntry 
sulfur content no greater than 
1.2 % on an annual average 
basis 

C. Use and Surrender ofSOz Allowances. 

91. Defendants may use S02 Allowances allocated to the AEP Eastern System by the 

Administrator of EPA under the Act, or by any state w1der its state implementation plan, to meet 

their own federal and/or state regulatory requirements for the Units included in the AEP Eastern 

System. Subject to Paragraph 92, nothing in this Consent Decree shall prevent Defendants from 

purchasing or otherwise obtaining S02 Allowances from another source for purposes of 

complying with their o"\Nn federal and/or state Clean Air Act requirements to the extent otherwise 

allowed by law. 

92. Except as may be necessary to comply with this Section and Section XIII 

(Stipulated Penalties), Defendants may not use any S02 Allowances to comply with any 

requirement of this Consent Decree, including by claiming compliance with any emission 

limitation, Eastem System-Wide Annual Tonnage Limitations, Plant-Wide Annual Rolling 

Average Tonnage Limitation for S02 at Clinch River, or Plant-Wide Annual Tonnage Limitation 
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for S02 at Kammer required by this Consent Decree by using, tendering, or ot11erwise applying 

S02 Allowances to achieve compliance or offset any emissions above the limits specified in this 

Consent Decree. 

93. On an annual basis beginning in 2010, and continuing thereafter, Defendants shall 

calculate the number of Excess S02 Allowances by subtracting the number of S02 Allowances 

equal to the annual Eastern System-Wide Tonnage Limitations for SOz for each calendar year 

times the applicable allowance surrender ratio from the annual S02 Allocations for all Units 

within the AEP Eastern System for the same calendar year. Defendants shall surrender, or 

transfer to a non-profit third party selected by Defendants for surrender, all Excess S02 

Allowances that have been allocated to the AEP Eastern System for the specified calendar year 

by the Administrator of EPA under the Act or by any state under its state implementation plan. 

Defendants shall make the surrender of S02 Allowances required by this Paragraph to EPA by 

March I of the immediately following calendar year. 

D. Method for Surrender of Excess SO? Allowances. 

94. For purposes of this Subsection, the "surrender" of Excess S02 Allowances 

means permanently surrendering allowances from the accounts administered by EPA so that 

such allowances can never be used thereafter to meet any compliance requirement under the 

Clean Air Act, a state implementation plan, or this Consent Decree. 

95. If any S02 Allowances required to be surrendered under this Consent Decree are 

transferred directly to a non-profit third party, Defendants shall include a description of such 

transfer in the next report submitted to EPA pursuant to Section XI (Periodic Reporting) ofthis 

Consent Decree. Such report shall: (i) identify the non-profit third party recipient(s) of the S02 
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Allowances and list the serial numbers of the transferred S02 Allowances; and (ii) include a 

certification by the third pruty recipient(s) stating that the recipient(s) will not sell, trade, or 

otherwise exchange any ofthe allowances and will not usc any of the S02 Allowances to meet 

any obligation imposed by any environmental law. No later than the second periodic report due 

after the transfer of any S02 Allowances, Defendants shall include a statement that the third 

party recipient(s) Sut1·endered the so2 Allowances for permanent surrender to EPA in 

accordance with the provisions of Paragraph 96 within one ( 1) year after Defendants transferred 

the S02 Allowances to them. Defendants shall not have complied with the SOz Allowance 

surrender requirements of this Paragraph until all third party recipient(s) have actually 

surrendered the transferred S02 Allowances to EPA. 

96. For all S02 Allowances suncndered to EPA, Defendants or the third party 

recipient(s) (as the case may be) shall first submit an S02 Allowance transfer request form to 

EPA's Office of Air and Radiation's Clean Air Markets Division directing the transfer of such 

SOz Allowances to the EPA Enforcement Surrender Account or to any other EPA account that 

EPA may direct in writing. As part of submitting these transfer requests, Defendants or the third 

party recipient(s) shall irrevocably authorize the transfer of these S02 Allowances and identifY

by name of account and any applicable serial or other identification numbers or station names

the source and location ofthc S02 Allowances being surrendered. 

97. The requirements in this Consent Decree pertaining to Defendants' surrender of 

S02 Allowances are permanent injunctions not subject to any termination provision of this 

Decree. These provisions shall survive any termination of this Consent Decree in whole or in 

part. 
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98. In each calendar year beginning in 2010, and continuing thereafter, Defendants 

may use in any manner authorized by law any S02 Allowances made available in that year as a 

result of maintaining actual S02 emissions from the AEP Eastern System below the Eastern 

System~ Wide Annual Tonnage Limitations for S02 under this Consent Decree for each calendar 

year. Defendants shall timely report the generation of such Super-Compliant S02 Allowances in 

accordance with Section XI (Periodic Reporting) and Appendix B of this Consent Decree. 

F. Reporting Requirements for SO.f. Allowances. 

99. Defendants shall comply with the reporting requirements for S02 Allowances as 

described in Section XI (Periodic Reporting) and Appendix B. 

G. General SOz Provisions. 

100. To the extent an Emission Rate or 30-Day Rolling Average Removal Efficiency 

for S02 is required under this Consent Decree, Defendants shall use CEMS in accordance with 

the reference methods spccifled in 40 C.F.R. Part 75 to determine such Emission Rate or 

Removal Efficiency. 

101. Notwithstanding Paragraphs 6 and 100, the 30-Day Rolling Average Removal 

Efficiency for S02 at Conesville Unit 5 and Conesville Unit 6 shall be determined in accordance 

with Appendix C. 

VI. PM EMISSION REDUCTIONS AND CONTROLS 

A. Optimization of Existing ESPs. 

102. Beginning thirty (30) days after the Date of Entry, and continuing thereafter, 

Defendants shall Continuously Operate each ESP on Cardinal Unit 1, Cardinal Unit 2, and 

Muskingum River Unit 5 to maximize PM emission reductions at all times when the Unit is in 
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operation, provided that such operation of the ESP is consistent with the technological 

limitations, manufacturers' specifications, and good engineering and maintenance practices for 

the ESP. Defendants shall, at a minimum, to the extent reasonably practicable: (a) fully energize 

each section of the ESP for each unit, and repair any failed ESP section at the next planned Unit 

outage (or unplanned outage of sufficient length); (b) operate automatic control systems on each 

ESP to maximize PM collection efficiency; (c) maintain power levels delivered to the ESPs, 

consistent with manufacturers' specifications, the operational design of the Unit, and good 

engineering practices; and (d) inspect for and repair during the next planned Unit outage (or 

unplanned outage of sufficient length) any openings in ESP casings, ductwork, and expansion 

joints to minimize air leakage. 

B. PM Emission Rate and Testing. 

103. No later than the dates specified in the table below, Defendants shall 

Continuously Operate each Unit specified therein to achieve and maintain a PM Emission Rate 

no greater than 0.030 lb/mmBTU: 

Unit Date to Achieve and Maintain PM 
Emission Rate 

Cardinal Unit I December 31, 2009 

Cardinal Unit 2 December 31, 2009 

Muskingum River Unit 5 December 31,2012 
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104. On or before the date established by this Consent Decree for Defendants to 

achieve and maintain 0.030 lb/mmBTU at Cardinal Unit 1, Cardinal Unit 2, and Muskingum 

River Unit 5, Defendants shall conduct a performance test for PM that demonstrates compliance 

with the PM Emission Rate required by this Consent Decree. Within forty-five ( 45) days of each 

such performance test, Defendants shall submit the results of the performance test to Plaintiffs 

pursuant to Section XVIII (Notices) ofthis Consent Decree. 

C. PM Emissions Monitoring. 

105. Beginning in calendar year 2010 for Cardinal Unit 1 and Cardinal Unit 2, and 

calendar year 2013 for Muskingum River Unit 5, and continuing in each calendar year thereafter, 

Defendants shall conduct a stack test for PM on each stack servicing Cardinal Unit 1, Cardinal 

Unit 2, and Muskingum River Unit 5. The annual stack test requirement imposed by this 

Paragraph may be satisfied by stack tests conducted by Defendants as required by their permits 

from the State of Ohio for any year that such stack tests are required under the permits. 

106. The reference methods and procedures for determining compliance with PM 

Emission Rates shall be those specified in 40 C.F.R. Part 60, Appendix A, Method 5, 5B, or 17, 

or an alternative method that is promu I gated by EPA, requested for use herein by Defendants, 

and approved for use herein by EPA. Use of any particular method shall conform to the EPA 

requirements specified in 40 C.F.R. Part 60, Appendix A and 40 C.F.R. § 60.48Da(b) and (c), or 

any federally-approved method contained in the Ohio State Implementation Plan. Defendants 

shall calculate the PM Emission Rates from the stack test results in accordance with 40 C.P.R. 

§ 60.8(f). The results of each PM stack test shall be submitted to EPA within forty-five (45) 

days of completion of each test. 
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D. Installation and Operation of PM CEMS. 

107. Defendants shall install, calibrate, operate, and maintain PM CEMS, as specified 

below. Each PM CEMS shall comprise a continuous particle mass monitor measuring 

particulate matter concentration, directly or indirectly, on an hourly average basis and a diluent 

monitor used to convert the concentration to units of lb/mmBTU. Defendants shall maintain, in 

an electronic database, the hourly average emission values produced by all PM CEMS in 

lb/mmBTU. Defendants shall use reasonable efforts to keep each PM CEMS running and 

producing data whenever any Unit served by the PM CEMS is operating. 

108. No later than December 3 I, 2011, Defendants shall submit to EPA pursuant to 

Section XII (Review and Approval of Submittals) of this Consent Decree: (a) a plan for the 

installation and certification of each PM CEMS, and (b) a proposed Quality Assurance/Quality 

Control ("QA/QC") protocol that shall be followed in calibrating such PM CEMS. ln 

developing both the plan for installation and certification of the PM CEMS and the QA/QC 

protocol, Defendants shall use the criteria set forth in 40 C.F.R. Part 60, Appendix B, 

Performance Specification 11, and Appendix F, Procedure 3. Following approval by EPA of the 

protocol, Defendants shall thereafter operate each PM CEMS in accordance with the approved 

protocol. 

109. No later than the dates specified below, Defendants shall install, cetiify, and 

operate PM CEMS on the stacks or common stacks for Cardinal Unit 1, Cardinal Unit 2, and a 

third Unit, as further described in Paragraph 110: 
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Stack Date to Commence Operation of PM 
CEMS 

Cardinal Unit 1 December 31,2012 

Cardinal Unit 2 December 31,2012 

Unit to be identified pursuant to Paragraph December 31, 201 2 
110 

llO. No later than December 31, 2011, Defendants shall identify, subject to Plaintiffs' 

approval, the third Unit required by Paragraph 109. 

lll. No later than ninety (90) days after Defendants begin operation of the PM CEMS, 

Defendants shall conduct tests of each PM CEiv1S to demonstrate compliance with the PM 

CEMS installation and certification plan submitted to and approved by EPA. 

112. Demonstration that PM CEMS are Infeasible. Defendants shall operate the PM 

CEMS tor at least two (2) years on each of the Units specified in Paragraphs 109 and 1 J 0. After 

two (2) years of operation, Defendants may attempt to demonstrate that it is infeasible to 

continue operating PM CEMS. As part of such demonstration, Defendants shall submit an 

alternative PM monitoring plan for review and approval by EPA. The plan shall explain the 

basis for stopping operation of the PM CEMS and propose an alternative PM monitoring plan. If 

the United States disapproves the alternative PM monitoring plan, or if the United States rejects 

Defendants' claim that it is infeasible to continue operating PM CEMS, such disagreement is 

subject to Section XV (Dispute Resolution). 

113. "Infeasible to Continue Operating PM CEMS" Standard. Operation of a PM 

CEMS shall be considered no longer feasible if: (a) the PM CEMS cannot be kept in proper 
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condition for sufficient periods of time to produce reliable, adequate, or useful data consistent 

with the QA/QC protocol, or (b) Defendants demonstrate thai recurring, chronic, or unusual 

equipment adjustment or servicing needs in relation to other types of continuous emission 

monitors cannot be resolved through reasonable expenditures of resources. Tf EPA determines 

that Defendants have demonstrated pursuant to this Paragraph that operation is no longer 

feasible, Defendants shall be entitled to discontinue operation of and remove the PM CEMS. 

114. PM CEMS Operations Will Continue During Dispute Resolution or Proposals for 

Alternative Monitoring. Until EPA approves an alternative monitoring plan, or until the 

conclusion of any proceeding under Section XV (Dispute Resolution), Defendants shall continue 

to operate the PM CEMS. If EPA has not issued a decision regarding an alternative monitoring 

plan within 120 days, Defendants may initiate action under Section XV (Dispute Resolution). 

E. PM Reporting. 

115. Defendants shall comply with the reporting requirements for PM as described in 

Section XT (Periodic Reporting) and Appendix B. 

F. General PM Provisions. 

116. Although stack testing shall be used to determine compliance with the PM 

Emission Rate established by this Consent Decree, data from the PM CEMS shall he used, at a 

minimum, to monitor progress in reducing PM emissions. 
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VII. PROHTBTTION ON NETTING CREDITS OR 
OFFSETS FROM REQUIRED CONTROLS 

117. Emission reductions that result from actions required to be taken by Defendants 

after the Date ofEntry of this Consent Decree to comply with the requirements of this Ct)nsent 

Decree shall not be considered as a creditable contemporaneous emission decrease for the 

purpose of obtaining a netting credit or offset under the Clean Air Act's Nonattainment NSR and 

PSD programs. 

118. Nothing in this Consent Decree is intended to preclude the emission reductions 

generated under this Consent Decree from being considered by a State or EPA as creditable 

contemporaneous emission decreases for the purpose of attainment demonstrations submitted 

pursuant to § II 0 of the Act, 42 U .S.C. § 7410, or in determining impacts on NAAQS, PSD 

increment, or air quality related values, including visibility, in a Class I area. 

VIII. ENVIRONMENTAL MJTTGATION PROJECTS 

119. Defendants shall implement the Environmental Mitigation Projects ("Projects") 

described in Appendix A to this Consent Decree and fund the categories of Projects described in 

Subsection 13, below, in compliance with the approved plans and schedules for such Projects and 

other terms of this Consent Decree. In funding and/or implementing all such Projects in 

Appendix A and Subsection B, Defendants shall expend moneys and/or implement Projects 

valued at no less than $36 million for the Projects identified in Appendix A and $24 million for 

the payments to the States to fund Projects within the categories set forth in Subsection B. 

Defendants shall fund and/or implement such Projects over a period of no later than five (5) 

years from the Date ofEntry. Defendants may propose establishing one or more qualified 

settlement funds within the meaning of Treas. Reg. § 1.468B-l in conjunction with one or more 
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Mitigation Projects. Any such trust would be established pursuant to a tmst agreement in a fonn 

to be mutually agreed upon by the affected Parties. Nothing in the foregoing is intended by the 

United States to be a determination or opinion regarding whether such trust would meet the 

requirements of Treas. Reg. § 1 .468B-1 or is otherwise appropriate. 

A. Requirements for Projects Described in Appendix A ($36 million). 

120. Defendants shall maintain, and present to EPA upon request, all documents to 

substantiate the Project Dollars expended to implement the Projects described in Appendix A, 

and shall provide these documents to EPA within thirty (30) days of a request for the documents. 

121. All plans and reports prepared by Defendants pursuant to the requirements of this 

Section of the Consent Decree and required to be submitted to EPA shall be publicly available 

from Defendants without charge. 

122. Defendants shall certify, as part of each plan submiUed to EPA for any Project, 

that Defendants are not otherwise required by law to perform the Project described in the plan, 

that Defendants are unaware of any other person who is required by law to perform the Project, 

and that Defendants will not use any Project, or portion thereof, to satisfy any obligations that it 

may have under other applicable requirements of law, including any applicable renewable 

portfolio standards. 

123. Defendants shall use good faith efforts to secure as much benefit as possible for 

the Project Dollars expended, consistent with the applicable requirements and limits of this 

Consent Decree. 

124. If Defendants elect (where such an election is allowed) to undertake a Project by 

contributing funds to another person or entity that will carry out the Project in lieu of 

Defendants, but not including Defendants' agents or contractors, that person or instrumentality 
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must, in writing: (a) identify its legal authority for accepting such funding; and (b) identifY its 

legal authority to conduct the Project for which Defendants contribute the funds. Regardless of 

whether Defcndm1ls elect (where such election is allowed) to undertake a Project by itself or to 

do so by contributing foods to another person or instrumentality that will carry out the Project, 

Defendants acknowledge that they will receive credit for the expenditure of such funds as Project 

Dollars only if Defendants demonstrate that the funds have been actually spent by either 

Defendants or by the person or instrumentality receiving them, and that such expenditures met 

all requirements of this Consent Decree. 

125. Defendants shall comply with the reporting requirements for Appendix A Projects 

as described in Section XI (Periodic Reporting) and Appendix B. 

126. Within sixty (60) days following the completion of each Project required under 

this Consent Decree (including any applicable periods of demonstration or testing), Defendants 

shall submit to the United States a report that documents the date that the Project was comp1eted, 

Defendants' results of implementing the Project, including the emission reductions or other 

environmental benefits achieved, and the Project Dollars expended by Defendants in 

implementing the Project. 

B. Mitigation Projects to be Conducted by the States ($24 million). 

127. The States, by and through their respective Attorneys General, shall jointly 

submit to Defendants Projects within the categories identified in this Subsection B for funding in 

amounts not to exceed $4.8 million per calendar year for no less than five (5) years following the 

Date of Entry of this Consent Decree beginning as early as calendar year 2008. The funds for 

these Projects will be apportioned by and among the States, and Defendants shall not have 

approval rights for the Projects or the apportionment. Defendants shall pay proceeds as 
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designated by the States in accordance with the Projects submitted for funding each year within 

seventy-five (75) days after being notified in \vTiting by the States. Notwithstanding the $4.8 

million and 5-year limitation above, if the total costs of the projects submitted in any one or 

more years are less than $4.8 million, the difference between that amount and $4.8 million will 

be available for funding by Defendants of new or previously submitted projects in the following 

years, except that all amounts not designated by the States within ten ( 1 0) years after the Date of 

Entry of this Consent Decree shall expire. 

128. Categories of Projects. The States agree to use money funded by Defendants to 

implement Projects that pertain to energy efficiency and/or pollution reduction. Such projects 

may include, but are not limited by, the following: 

a. Retrofitting land and marine vehicles ~. automobiles, off-road and on-

road construction and other vehicles, trains, fcn·ies) and transportation 

terminals and ports, with pollution control devices, such as particulate 

matter traps, computer chip reflashing, and battery hybrid technology; 

b. Truck-stop and marine port electrification; 

c. Purchase and installation of photo-voltaic cells on buildings; 

d. Projects to conserve energy use in new and existing buildings, including 

appliance efficiency improvement projects, weatherization projects, and 

projects intended to meet EPA's Green Building guidelines (see 

hUp://wv-.rw.epa.gov/grccnbuilding/pubs/enviro-issucs.htm) and/or the 

Leadership in Energy and Environmental Design (LEED) Green Building 

Rating System (see 

http://www.usgbc.org/DisplayPage.aspx?CatcgoryiD= 19), and projects to 
44 

----------------~~___..c.~-~~---····~-- -



Exhibit JMM-1 
Page 49 of 121

Case 2:99-cv-01250~EAS-TPK Document 363 Filed 10/09/2007 Page 49 of 121 

collect information in rental markets to assist in design of efficiency and 

conservation programs; 

e. Construction associated with the production of energy from wind, solar, 

and biomass; 

f. "Buy back" programs for dirty old motors (u, automobile, lawnmowers, 

landscape equipment); 

g. Programs to remove and/or replace oil-fired home heating equipment to 

allow use of ultra-low sulfur oil, and outdoor wood-fired boilers; 

h. Purchase and retirement of S02 and NOx allowances; and 

i. Funding program to improve modeling of mobile source sector. 

IX. CIVIL PENALTY 

129. Within thirty (30) days after the Date of Entry, Defendants shall pay to the United 

States a civil penalty in the amount of $15,000,000. The civil penalty shall be paid by Electronic 

Funds Transfer ("EFT") to the United States Department of Justice, in accordance with current 

EFT procedures, referencing USAO File Number 1999v0l542 and DOJ Case Number 90-5-2-1-

06893 and the civil action case name and consolidated case numbers of this action. The costs of 

such EFT shall be Defendants' responsibility. Payment shall be made in accordance with 

instructions provided to Defendants by the Financial Litigation Unit of the U.S. Attorney's 

Office tor the Southern District of Ohio. Any funds received after 2:00p.m. EDT shall be 

credited on the next business day. At the time of payment, Defendants shall provide notice of 

payment, referencing the USAO File Number, the DOJ Case Number, and the civil action case 

name and consolidated case numbers, to the Department of Justice and to EPA in accordance 

with Section XVIII (Notices) of this Consent Decree. 
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.... 
130. Failure to timely pay the civil penalty shall subject Defendants to interest 

accruing from the date payment is due until the date payment is made at the rate prescribed by 28 

U.S.C. § 1961, and shall render Defendants liable for all charges, costs, fees, and penalties 

established by law for the benefit of a creditor or of the United States in securing payment. 

131. Payment made pursuant to this Section is a penalty within the meaning of Section 

162(£) of the Internal Revenue Code, 26 U.S.C. § 162(f), and is not a tax-deductible expenditure 

for purposes offederallaw. 

X. RESOLUTION or CIVIL CLAlMS AGAINST DEPENDANTS 

A. Resolution ofthe United States' Civil Claims. 

132. Claims Based on Modifications Occurring Before the Date of Lodging of this 

Consent Decree. Entry of this Decree shall resolve all civil claims of the United States against 

Defendants that arose from any modifications commenced at any AEP Eastern System Unit prior 

to the Date of Lodging of this Consent Decree, including but not limited to, those modifications 

alleged in the Notices of Violation and complaints tiled inAEP I and AEP II, under any or all of: 

(a) Parts C or D of Subchapter I of the Clean Air Act, 42 U.S.C. §§ 7470-7492, 7501-7515; (b) 

Section Ill ofthe Clean Air Act, 42 U.S.C. § 7411, and 40 C.F.R. § 60.14; (c) the federally-

approved and enforceable Indiana State Implementation Plan, Kentucky State Implementation 

Plan, Ohio State Implementation Plan, Virginia State Implementation Plan, and West Virginia 

State Implementation Plan; or (d) Sections 502(a) and 504(a) of Title V of the Clean Air Act, 42 

U.S.C §§ 76ll(a) and 7611(c), but only to the extent that such claims are based on Defendants' 

failure to obtain an operating permit that reflects applicable requirements imposed under Parts C 

or D of Subchapter I, or Section Ill of the Clean Air Act. 
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133. Claims Based on ModificatioJ1sj1JteJ"~the Date ofLodging of This Consent 

Decree. Entry ofthis Consent Decree also shall resolve all civil claims of the United States 

against Defendants that arise based on a modification commenced before December 31, 2018, or 

solely for Rockport Unit 2, before December 31,2019, for all pollutants, except Particulate 

Matter. regulated under Parts CorD of Subchapter I of the Clean Air Act, and under regulations 

promulgated thereunder, as of the Date of Lodging of this Consent Decree, and: 

a. where such modification is commenced at any AEP Eastern System Unit 

after the Date of Lodging of this Consent Decree; or 

b. where such modification is one this Consent Decree expressly directs 

Defendants to undertake. 

The term "modification" as used in this Paragraph shall have the meaning that tenn is given 

under the Clean Air Act and under the rcgu lations in effect as of the Date of Lodging of this 

Consent Decree, as alleged in the complaints in AEP I and AEP II. 

134. Reopener. The resolution of the United States' civil claims against Defendants, 

as provided by this Subsection A, is subject to the provisions of Subsection B of this Section. 
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B. Pursuit by lhe United States of Civil Claims Otherwise Resolved by Subsection 

135. Bases for Pursuing Resolved Claims for the AEP Eastern System. If Defendants 

violate: (a) the Eastern System-Wide Annual Tonnage Limitations for NOx required pursuant to 

Paragraph 67; (b) the Eastern System-Wide Annual Tonnage Limitations for S02 required 

pursuant to Paragraph 86; or (c) operate a Unit more than ninety (90) days past a date established 

in this Consent Decree without completing the required installation, upgrade, or commencing 

Continuous Operation of any emission control device required pursuant to Paragraphs 68, 69, 87, 

1 02, and 103 then the U n itcd States may pursue any claim at any A EP Eastern System Unit that 

is otherwise resolved under Subsection A (Resolution of United States' Civil Claims), subject to 

(a) and (b) below. 

a. For any claims based on modifications undertaken at any Unit in the A EP 

Eastern System that is not an Improved Unit tor the pollutant in question, 

claims may be pursued only where the modification(s) on which such 

claim is based was commenced within the five (5) years preceding the 

violation or failure specified in this Paragraph. 

b. For any claims based on modifications undertaken at an Improved Unit, 

claims may be pursued only where the modification(s) on which such 

claim is based was commenced: (1) after the Date of Lodging of this 

Consent Decree and (2) within the five (5) years preceding the violation or 

failure specified in this Paragraph. 

136. Additional Bases for Pursuing Resolved Claims for Modifications at an Improved 

Unit. Solely with respect to an Improved Unit, the United States may also pursue claims arising 
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from a modification (or collection of modifications) at an Improved Unit that has otherwise been 

resolved under Subsection A (Resolution of the United States' Civil Claims) if the modification 

(or collection of modifications) at the Improved Unit on which such claim is based (a) was 

commenced after the Date of Lodging ofthis Consent Decree and (b) individually (or 

collectively) increased the maximum hourly emission rate of that Unit for NOx or S02 (as 

measured by 40 C.P.R.§ 60.14 (b) and (h)) by more than ten percent (10%). 

137. Any Other Unit can become an Improved Unit forNOx if(a) it is equipped with 

an SCR, and (b) the operation of such SCR is incorporated into a federally-enforceable non-Title 

V permit or site-specific amendment to the state implementation plan and incorporated into a 

Title V pennit applicable to that Unit. Any Other Unit can become an Improved Unit for S02 if 

(a) it is equipped with an FGD, and (b) the operation of such FGD is incorporated into a 

federally-enforceable non-Title V permit or site-specific amendment to the state implementation 

plan and incorporated into a Title V permit applicable to that Unit. 

138. Additional Bases for Pursuing Resolved Claims for Modifications at Other Units. 

a. Solely with respect to Other Units, i.e., a Unit that is not an Improved Unit 

under the tcnns of this Consent Decree. the United States may also pursue claims arising from a 

modification (or collection of modifications) at an Other Unit that has otherwise been resolved 

under Subsection A (Resolution of the United States' Civil Claims), if the modification (or 

collection of modifications) at the Other Unit on which the c !aim is based was commenced 

within the five (5) years preceding any ofthe following events: 

1. a modification (or collection of modifications) at such Other Unit 

commenced after the Date of Lodging of this Consent Decree increases the maximum hourly 
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emission rate for such Other Unit for the relevant pollutant (NOx or S02) (as measured by 40 

C.F.R. § 60.14(b) and (h)); 

2. the aggregate of all Capital Expenditures made at such Other Unit 

exceed $125/KW on the Unit's Boiler Island (based on the generating capacities identified in 

Paragraph 7) during the period from the Date of Entry of this Consent Decree through December 

31,2015. (Capital Expenditures shall be measured in calendar year 2007 constant dollars, as 

adjusted by the McGraw-Hill Engineering News-Record Construction Cost Index); or 

3. a modification (or collection of modifications) at such Other Unit 

commenced after the Date of Lodging of this Consent Decree results in an emissions increase of 

NOx and/or S02 at such Other Unit, and such increase: (i) presents, by itself: or in combination 

with other emissions or sources, "an imminent and substantial endangerment" within the 

meaning of Section 303 of the Act, 42 U.S.C. §7603; (ii) causes or contributes to violation of a 

NAAQS in any Air Quality Control Area that is in attainment with that NAAQS; (iii) causes or 

contributes to violation of a PSD increment; or (iv) causes or contributes to any adverse impact 

on any formally-recognized air quality and related values in any Class I area. The introduction 

of any new or changed NAAQS shall not, standing alone, provide the showing needed under 

Subparagraphs (3)(ii) or (3)(iii) of this Paragraph, to pursue any claim for a modification at an 

Other Unit resolved under Subparagraph A of this Section. 

b. Solely with respect to Other Units at the plant listed below, the United States may 

also pursue claims arising from a modification (or collection of modifications) at such Other 

Units commenced after the Date of Lodging of this Consent Decree if such modification (or 

collection of modifications) results in an emissions increase of S02 at such Other Unit, and such 

increase causes the emissions at the plant at issue to exceed the Plant-Wide Annual Rolling 
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Average Tonnage Limitation for S02 at Clinch River listed in the table below for year 2010-

2014 and/or 2015 and beyond: 

Plant Year S02 Tons Limit 

Clinch River 2010-2014 21,700 

Clinch River 201 5 and each year 16,300 
thereafter 

C. Resolution of Past Claims of the States and Citizen Plaintiffs and Reservation of 
Rights. 

139. The States and Citizen Plaintiffs agree that this Consent Decree resolves all civil 

claims that have been alleged in their respective complaints or could have been alleged against 

Defendants prior to the Date of Lodging of this Consent Decree for violations of': (a) Parts Cor 

D of Subchapter I of the Clean Air Act, 42 U.S.C. §§ 7470-7492, 7501-7515, and (b) Section 

Ill of the Act, 42 U.S.C. § 7411, and 40 C.F.R § 60.14, at Units within the AEP Eastern 

System. 

140. The States and Citizen Plaintiffs expressly do not join in giving the Defendants 

the covenant provided by the United States through Paragraph 133 of this Consent Decree, do 

not release any claims under the Clean Air Act and its implementing regulations arising after the 

Date of Lodging of this Consent Decree, and reserve their rights, if any, to bring any actions 

against the Defendants pursuant to 42 U.S.C. § 7604 for any claims arising after the Date of 

Lodging of this Consent Decree. 

141. Notwithstanding Paragraph 140, the States and Citizen Plaintiffs release 

Defendants from any civil claim that may arise under the Clean Air Act for Defendants' 

performance of activities that this Consent Decree expressly directs Defendants to undertake, 
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except to the extent that such activities would cause a significant increase in the emission of a 

criteria pollutant other than S02, NOx, or PM. 

142. Retention of Authority Regarding NAAQSEx:~eedences. Nothing in this Consent 

Decree shall be construed to affect the authority of the United States or any state under 

applicable federal statutes or regulations and applicable state statutes or regulations to impose 

appropriate requirements or sanctions on any Unit in the AEP Eastern System, including, but not 

limited to, the Units at the Clinch River plant, if the United States or a state determines that 

emissions from any Unit in the AEP Eastem System result in violation of, or interfere with the 

attainment and maintenance of, any ambient air quality standard. 

XL PERIODIC REPORTING 

143. Beginning on March 31, 2008, and continuing annually thereafter on March 31 

until termination of this Consent Decree, and in addition to any other express reporting 

requirement in this Consent Decree, Defendants shall submit to the Unites States, the States, and 

the Citizen Plaintiff.." a progress report in compliance with Appendix B of this Consent Decree. 

144. In any periodic progress report submitted pursuant to this Section, Defendants 

may incorporate by reference information previously submitted under their Title V permitting 

requirements, provided that Defendants attach the Title V permit report, or the relevant portion 

thereof, and provide a specific reference to the provisions of the Title V permit report that are 

responsive to the infonnation required in the periodic progress report. 

145. In addition to the progress reports required pursuant to this Section, Defendants 

shall provide a written report to the United States, the States, and the Citizen Plaintiffs of any 

violation of the requirements of this Consent Decree within fifteen (15) days of when Defendants 

knew or should have known of any such violation. In this report, Defendants shall explain the 
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cause or causes of the violation and all measures taken or to be taken by Defendants to prevent 

such violations in the future. 

146. Each report shall be signed by Defendants' Vice President of Environmental 

Services or his or her equivalent or designee of at least the rank of Vice President, and shall 

contain the following cc1iification: 

This information was prepared either by me or under my direction or supervision 

in accordance with a system designed to assure that qualified personnel properly 

gather and evaluate the infonnation submitted. Based on my evaluation, or the 

direction and my inquiry of the person(s) who manage the system, or the 

person(s) directly responsible for gathering the information, 1 hereby certify under 

penalty of law that, to the best of my knowledge and belief, this infonnation is 

true, accuratt:, and complete. I understand that there arc significant penalties for 

submitting false, inaccurate, or incomplete infom1ation to the United States. 

147. Tf any S02 or NOx Allowances are surrendered to any third party pursuant to this 

Consent Decree, the third party's certification pursuant to Paragraphs 83 and 95 shall be signed 

by a managing officer of the third party and shall contain the following language: 

I certify under penalty of law that,~~~~· ~~-[name ofthird party] 

will not sell, trade, or otherwise exchange any of the allowances and will not use 

any of the allowances to meet any obligation imposed by any environmental law. 

I understand that there are significant penalties for submitting false, inaccurate, or 

incomplete information to the United States. 
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XTT. REVIEW AND APPROVAL OF SUBMITTALS 

148. Defendants shall submit each plan, report, or other submission required by this 

Consent Decree to the Plaintiffs specified, whenever such a document is required to be submitted 

for review or approval pursuant to this Consent Decree. The Plaintiff(s) to whom the report is 

submitted, as required, may approve the submittal or decline to approve it and provide written 

comments explaining the bases for declining such approval as soon as reasonably practicable. 

Such Plaintiff(s) will endeavor to coordinate their comments into one document when explaining 

their bases for declining such approval. Within sixty (60) days of receiving written comments 

from any of the Plaintiff(s), Defendants shall either: (a) revise the submittal consistent with the 

written comments and provide the revised submittal to the Plaintiff(s); or (b) submit the matter 

for dispute resolution, including the period of infonnal negotiations, under Section XV (Dispute 

Resolution) of this Consent Decree. 

149. Upon receipt of Plaintiffs' or Plaintiff's (as the case may be) final approval ofthe 

submittal, or upon completion of the submittal pursuant to dispute resolution, Defendants shall 

implement the approved submittal in accordance with the schedule specified therein. 

54 



Exhibit JMM-1 
Page 59 of 121

Case 2:99-cv-01250-EAS-TPK Document 363 Filed 10/09/2007 Page 59 of 121 

XIII. STTPULA TED PENAL TIES 

150. For any failure by Defendants to comply with the terms of this Consent Decree, 

and subject to the provisions of Sections XIV (Force Majeure) and XV (Dispute Resolution), 

Defendants shall pay, within thirty (30) days after receipt of written demand to Defendants by 

the United States, the following stipulated penalties to the United States: 

Consent Decree Violation Stipulated Penalty (Per Day, 
Per Violation, Unless 
Othenvise Specified) 

a. Failure to pay the civil penalty as specified in Section IX $10,000 per day 
(Civil Penalty) of this Consent Decree 

b. Failure to comply with any applicable 30-Day Rolling $2,500 per day per violation 
Average Emission Rate, 30-Day Rolling Average Removal 
Efficiency, Emission Rate for PM, or Other SCh Measures 
where the violation is Jess than 5% in excess of lhc limits 
set forth in this Consent Decree 

c. Failure to comply with any applicable 30-Day Rolling $5,000 per day per violation 
Average Emission Rate, 30-Day Rolling Average Removal 
Efficiency, Emission Rate for PM, or Other S02 Measures 
vvht:re the violation is equal to or greater than 5% but less 
than I 0% in excess of the limits set forth in this Consent 
Decree 

d. Failure to comply with any applicable 30-Day Rolling $10,000 per day per violation 
Average Emission Rate, 30-Day Rolling Average Removal 
Efficiency, Emission Rate for PM, or Other S02 Measures 
where the violation is equal to or greater than J 0% in 
excess of the limits set forth in this Consent Decree 
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Per Violation, Unless 
Otherwise Specified) 

e. Failure to comply with the Eastern System-Wide Annual $5,000 per ton for the first 1000 
Tonnage Limitation for S02 tons, and $1 0,000 per ton for 

each additional ton above 1000 
tons, plus the surrender, 
pursuant to the procedures set 
forth in Paragraphs 95 and 96, 
of S02 Allowances in an 
amount equal to two times the 
number of tons by which the 
limitation was exceeded 

f. Failure to comply with the Plant-Wide Annual Rolling $40,000 per ton, plus the 
Tonnage Limitation for S02 at Clinch River surrender, pursuant to the 

procedures set forth in 
Paragraphs 95 and 96, ofS02 
Allowances in an amount equal 
to two times the number of tons 
by which the limitation was 
exceeded 

g. Failure to comply with the Eastem System-Wide Annual $5,000 per ton for the first 1000 
Tonnage Limitation for NOx tons, and $10,000 per ton tor 

each additional ton above 1000 
tons, plus the surrender, 
pursuant to the procedures set 
forth in Paragraphs 82 and 83, 
ofNOx Allowances in an 
amount equal to two times the 
number of tons by which the 
limitation was exceeded 

h. Failure to install, commence operation, or Continuously $10,000 per day per violation 
Operate a pollution control device required under this during the first 30 days, 
Consent Decree $32,500 per day per violation 

thereafter 

i. Failure to Retire, Retro lit, or Re-power a Unit by the date $10,000 per day per violation 
specified in this Consent Decree during the :first 30 days, 

$32,500 per day per violation 
thereafter 
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Consent Decree Violation Stipulated Penalty (Per Day, 
Per Violation, Unless 
Othenvise Specified) 

j. Failure to install or operate CEMS as required in this $1,000 per day per violation 
Consent Decree 

k. Failure to conduct performance tests of PM emissions, $1,000 per day per violation 
as required in this Consent Decree 

I. Failure to apply for any permit required by Section XVI $1 ,000 per day per violation 
(Permits) 

m. Failure to timely submit, modify, or implement, as $750 per day per violation 
approved, the reports, plans, studies, analyses, protocols, or during the first ten days, $1,000 
other submittals required in this Consent Decree per day per violation thereafter 

n. Using NOx Allowances except as pcm1itted by The surrender ofNOx 
Paragraphs 75, 76, and 78 Allowances in an amount equal 

to four times the number of 
NOx Allowances used in 
violation of this Consent 
Decree 

o. Failure to surrender NOx Allowances as required by (a) $32,500 per day plus (b) 
Paragraphs 75 and 79 $7,500 per NOx Allowance not 

surrendered 

p. Failure to surrender SCh Allowances as required by (a) $32,500 per day plus (b) 
Paragraph 93 $1 ,000 per S02 Allowance not 

surrendered 

q. Failure to demonstrate the third party surrender of an $2,500 per day per violation 
S02 Allowance or NOxAl lowance in accordance with 
Paragraphs 95-96 and 82-83. 

r. Failure to implement any of the Environmental The dit1erence between the cost 
Mitigation Projects described in Appendix A in compliance of the Project, as identitied in 
with Section VTTT (Environmental Mitigation Projects) of Appendix A, and the dollars 
this Consent Decree Defendants spent to implement 

the Project 
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Consent Decree Violation Stipulated Penalty (Per Day, 
Per Violation, Unless 
Otherwise Specified) 

s. Failure to fund an Environmental Mitigation Project, as $1 ,000 per day per violation 
submitted by the States, in compliance with Section VTTI during the first 30 days, $5,000 
(Environmental Mitigation Projects) of this Consent Decree per day per violation thereafter 

~ 

t. Failure to Continuously Operate required Other NOx $1 0,000 per day during the t1rst 
Pollution Controls required in Paragraph 69 30 days, and $32,500 each day 

thereafter 

u. Failure to comply \vith the Plant-Wide Annual Tonnage $40,000 per ton, plus the 
Limitation for S02 at Kammer sunender, pursuant to the 

procedures set fmih in 
Paragraphs 95 and 96 of S02 
Allowances in an amount equal 
to two times the number of tons 
by which the limitation was 
exceeded 

v. Any other violation of this Consent Decree $1,000 per day per violation 

151. Violation of an Emission Rate or 30-Day Rolling Average Removal Efficiency 

that is based on a 30-Day Rolling Average is a violation on every day on which the average is 

based. Where a violation of a 30-Day Rolling Average Emission Rate or 30-Day Rolling 

Average Removal Efficiency (for the same pollutant and from the same source) recurs within 

periods of less than thirty (30) days, Defendants shall not pay a daily stipulated penalty for any 

day of the recurrence for which a stipulated penalty has already been paid. 

152. All stipulated penalties shall begin to accrue on the day after the performance is 

due or on the day a violation occurs, whichever is applicable, and shall continue to accrue until 

performance is satisfactorily completed or until the violation ceases, whichever is applicable. 

Nothing in this Consent Decree shall prevent the simultaneous accrual of separate stipulated 

penalties for separate violations of this Consent Decree. 
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153. Defendants shall pay all stipulated penalties to the United States within thirty (30) 

days of receipt ofwritten demand to Defendants from the United States, and shall continue to 

make such payments every thirty (30) days thereafter until the violation(s) no longer continues, 

unless Defendants elect within twenty (20) days of receipt of written demand to Defendants from 

the United States to dispute the accrual of stipulated penalties in accordance with the provisions 

in Section XV (Dispute Resolution) of this Consent Decree. 

154. Stipulated penalties shall continue to accrue as provided in accordance with 

Paragraph 152 during any dispute, with interest on accrued stipulated penalties payable and 

calculated at the rate established by the Secretary of the Treasury, pursuant to 28 U.S.C. § 1961, 

but need not be paid until the following: 

a. If the dispute is resolved by agreement, or by a decision of Plaintiffs 

pursuant to Section XV (Dispute Resolution) of this Consent Decree that 

is not appealed to the Court, accmed stipulated penalties agreed or 

determined to be owing, together with accrued interest, shall be paid 

within thirty (30) days of the effective date of the agreement or of the 

receipt of Plaintiffs' decision; 

b. If the dispute is appealed to the Court and Plaintiffs prevail in whole or in 

part, Defendants shall, within sixty (60) days of receipt ofthe Court's 

decision or order, pay all accrued stipulated penalties detennincd by the 

Court to be owing, together with interest accrued on such penalties 

determined by the Court to be owing, except as provided in Subparagraph 

c, below; 
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c. If the Court's decision is appealed by any Party, Defendants shall. within 

fifteen (15) days of receipt ofthe final appellate court decision, pay all 

accrued stipulated penalties detennined to be owing, together with interest 

accrued on such stipulated penalties determined to be owing by the 

appellate court. 

Notwithstanding any other provision of this Consent Decree, the accrued stipulated penalties 

agreed by the Plaintiffs and Defendants, or determined by the Plaintiffs through Dispute 

Resolution, to be owing may be less than the stipulated penalty amounts set forth in Paragraph 

150. 

155. All stipulated penalties shall be paid in the manner set forth in Section IX (Civil 

Penalty) of this Consent Decree. 

156. Should Defendants fail to pay stipulated penalties in compliance with the tenns of 

this Consent Decree, the United States shall be entitled to collect interest on such penalties, as 

provided for in 28 U.S.C. § 1961. 

157. The stipulated penalties provided for in this Consent Decree shall be in addition 

to any other rights, remedies, or sanctions available to Plaintiffs by reason of Defendants' failure 

to comply with any requirement of this Consent Decree or applicable law, except that for any 

violation of the Act for which this Consent Decree provides for payment of a stipulated penalty, 

Defendants shall be allowed a credit for stipulated penalties paid against any statutory penalties 

also imposed for such violation. 
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XIV. FORCE MAJEURE 

158. For purposes of this Consent Decree, including, but not limited to, Paragraphs 67 

and 86, a "Force Majeure Event" shall mean an event that has been or will be caused by 

circumstances beyond the control of Defendants or any entity controlled by Defendants that 

delays compliance with any provision of this Consent Decree or otherwise causes a violation of 

any provision of this Consent Decree despite Defendants' best efforts to fulfill the obligation. 

"Best efforts to fulfill the obligation" include using best efforts to anticipate any potential Force 

Majeure Event and to address the effects or any such event (a) as it is occurring and (b) after it 

has occurred, such that the delay or violation is minimized to the greatest extent possible. 

159. Notice of Force Majeure Events. If any event occurs or has occurred that may 

delay compliance with or otherwise cause a violation of any obligation under this Consent 

Decree, as to which Defendants intend to assert a claim of force Majeure, Defendants shall 

notify the Plaintiffs in writing as soon as practicable, but in no event later than twenty-one (21) 

business days following the date Defendants first knew, or by the exercise of due diligence 

should have known, that the event caused or may cause such delay or violation. In this notice, 

Defendants shall reference this Paragraph of this Consent Decree and describe the anticipated 

length oftime that the delay or violation may persist, the cause or causes of the delay or 

violation, all measures taken or to be taken by Defendants to prevent or minimize the delay or 

violation, the schedule by which Defendants propose to implement those measures, and 

Defendants' rationale for attributing a delay or violation to a Force Mqjeure Event. Defendants 

shall adopt all reasonable measures to avoid or minimize such delays or violations. Defendants 

shall be deemed to know of any circumstance which Defendants or any entity controlled by 

Defendants knew or should have known. 
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160. Failure to Give Notice. If Defendants materially fail to comply with the notice 

requirements ofthis Section, the Plaintiffs may void Defendants' claim for Force Majeure as to 

the specific event for which Defendants have failed to comply with such notice requirement. 

161. Plaintiffs' Response. The Plaintiffs shall notify Defendants in 'WTiting regarding 

Defendants' claim of Force Majeure as soon as reasonably practicable. If the Plaintiffs agree 

that a delay in performance has been or will be caused by a Force Majeure Event, the Parties 

shall stipulate to an extension of deadline(s) for performance of the a1Tected compliance 

requirement(s) by a period equal to the delay actually caused by the event, or the extent to which 

Defendants may be relieved of stipulated penalties or other remedies provided under the terms of 

this Consent Decree. Such agreement shall be reduced to writing, and signed by all Parties. If 

the agreement results in a material change to the terms of this Consent Decree, an appropriate 

modification shall be made pursuant to Section XXIl (Moditlcation). If such change is not 

material, no modification of this Consent Decree shall be required. 

162. Disagreement. If Plaintiffs do not accept Defendants' claim of Force Majeure, or 

if the Plaintiffs and Defendants cannot agree on the length of the delay actually caused by the 

Force Majeure Event, or the extent of relief required to address lhc delay actually caused by the 

Force Majeure Event, the matter shall be resolved in accordance with Section XV (Dispute 

Resolution) of this Consent Decree. 

163. Burden of Proof. In any dispute regarding Force Majeure, Defendants shall bear 

the burden of proving that any delay in perfommnce or any other violation of any requirement of 

this Consent Decree was caused by or will be caused by a Force Majeure Event. Defendants 

shall also bear the burden of proving that Defendants gave the notice required by this Section 

and the burden of proving the anticipated duration and extent of any delay(s) attributable to a 
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Force Majeure Event. An extension of one compliance date based on a particular event may, but 

will not necessarily, result in an extension of a subsequent compliance date. 

164. Events Excluded. Unanticipated or increased costs or expenses associated with 

the performance of Defendants' obligations under this Consent Decree shall not constitute a 

Force Majeure Event. 

165. Potential Force Majeure Events. The Parties agree that, depending upon the 

circumstances related to an event and Defendants' response to such circumstances, the kinds of 

events listed below are among those that could qualify as Force Majeure Events within the 

meaning of this Section: construction, labor, or equipment delays; Malfunction of a Unit or 

emission control device; unanticipated coal supply or pollution control reagent delivery 

interruptions; acts of God; acts of war or terrorism; and orders by a government official, 

government agency, other regulatory authority, or a regional transmission organization, acting 

under and authorized by applicable law, that directs Defendants to operate an AEP Eastern 

System Unit in response to a local or system-wide (state-wide or regional) emergency (which 

could include unanticipated required operation to avoid loss of load or unserved load). 

Depending upon the circumstances and Defendants' response to such circumstances, failure of a 

permitting authority to issue a necessary permit in a timely fashion may constitute a Force 

Majeure Event where the failure of the permitting authority to act is beyond the control of 

Defendants and Defendants have taken all steps available to it to obtain the necessary permit, 

including, but not limited to: submitting a complete pcnnit application; responding to requests 

for additional information by the permitting authority in a timely fashion; and accepting lawful 

permit terms and conditions after expeditiously exhausting any legal rights to appeal terms and 

conditions imposed by the permitting authority. 
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166. As part of the resolution of any matter submitted to this Court under Section XV 

(Dispute Resolution) of this Consent Decree regarding a claim ofForcc Majeure, the Plaintiffs 

and Defendants by agreement, or this Court by order, may in appropriate circumstances extend 

or modify the schedule for completion of work under this Consent Decree to account for the 

delay in the work that occurred as a result of any delay agreed to hy the Plaintiffs or approved by 

the Court. Defendants shall be liable for stipulaLed penalties for their failure thereafter to 

complete the work in accordance with the extended or modified schedule (provided that 

Defendants shall not be precluded from making a further claim of Force Majeure with regard to 

meeting any such extended or modified schedule). 

XV. DISPUTE RESOLUTION 

167. The dispute resolution procedure provided by this Section shall be available to 

resolve all disputes arising under this Consent Decree, provided that the Party invoking such 

procedure has flrst made a good faith attempt to resolve the matter with the other Parties. 

168. The dispute resolution procedure required herein shall be invoked by one Party 

giving written notice to the other Parties advising of a dispute pursuant to this Section. The 

notice shall describe the nature of the dispute and shall state the noticing Party's position with 

regard to such dispute. The Parties receiving such a notice shall acknowledge receipt of the 

notice, and the Parties in dispute shall expeditiously schedule a meeting to discuss the dispute 

informally not later than fourteen (14) days following receipt of such notice. 

169. Disputes submitted to dispute resolution under this Section shall, in the first 

instance, be the subject of informal negotiations among the disputing Parties. Such period of 

infonnal negotiations shall not extend beyond thirty (30) days from the date of the first meeting 

among the disputing Parties' representatives unless they agree in writing to shorten or extend 
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this period. During the informal negotiations period, the disputing Parties may also submit their 

dispute to a mutually agreed upon alternative dispute resolution (ADR) forum if the Parties agree 

that the ADR activities can be completed within the 30-day informal negotiations period (or such 

longer period as the Parties may agree to in writing). 

170. If the disputing Parties are unable to reach agreement during the informal 

negotiation period, the Plaintiffs shall provide Defendants with a written summary oftheir 

position regarding the dispute. The written position provided by Plaintiffs shall be considered 

binding unless, within forty-five (45) days thereafter, Defendants seek judicial resolution of the 

dispute by filing a petition with this Court. The Plaintiffs may respond to the petition within 

forty-five ( 45) days of filing. In their initial filings with the Court under this Paragraph, the 

disputing Pat1ies shall state their respective positions as to the applicable standard of law for 

resolving the particular dispute. 

171. The time periods set out in this Section may be shortened or lengthened upon 

motion to the Court of one of the Parties to the dispute, explaining the Party's basis for seeking 

such a scheduling modification. 

172. This Court shall not draw any inferences nor establish any presumptions adverse 

to any disputing Party as a result of invocation of this Section or the disputing Parties' inability 

to reach agreement. 

173. As part of the resolution of any dispute under this Section, in appropriate 

circumstances the disputing Parties may agree, or this Court may order, an extension or 

modification of the schedule for the completion of the activities required under this Consent 

Decree to account for the delay that occurred as a result of dispute resolution. Defendants shall 

be liable for stipulated penalties for their failure thereafter to complete the work in accordance 
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with the extended or modified schedule, provided that Defendants shall not be precluded from 

asserting that a Force Majeure Event has caused or may cause a delay in complying with the 

extended or modified schedule. 

174. The Court shall decide all disputes pursuant to applicable principles of law for 

resolving such disputes. In their initial filings with the Court under Paragraph 170, the disputing 

Parties shall state their respective positions as to the applicable standard oflaw for resolving the 

particular dispute. 

XVI. PERMITS 

175. Unless expressly stated otherwise in this Consent Decree, in any instance where 

otherwise applicable law or this Consent Decree requires Defendants to secure a permit to 

authorize construction or operation of any device contemplated herein, including all 

prcconstruction, construction, and operating permits required under state law, Defendants shall 

make such application in a timely manner. Defendants shall provide Notice to Plaintiffs under 

Section XVIII (Notices), for each Unit that Defendants submit an application for any permit 

described in this Paragraph 175. 

176. Notwithstanding the previous Paragraph, nothing in this Consent Decree shall be 

construed to require Defendants to apply for or obtain a PSD or Nonattainment NSR permit for 

physical changes in, or changes in the method of operation of, any AEP Eastern System Unit that 

would give rise to claims resolved by Paragraph 132 and 133, subject to Paragraphs 134 through 

13 8, or Paragraphs 139 and 141 ofthis Consent Decree. 

177. When permits are required as described in Para!,>Taph 175, Defendants shall 

complete and submit applications for such permits to the appropriate authorities to allow time for 

all legally required processing and review of the permit request, including requests for additional 
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information by the permitting authorities. Any failure by Defendants to submit a timely permit 

application for any Unit in the AEP Eastem System shall bar any use by Defendants of Section 

XIV (Force Majeure) of this Consent Decree, where a Force Majeure claim is based on 

permitting delays. 

178. Notwithstanding the reference to Title V penn its in this Consent Decree, the 

enforcement of such permits shall be in accordance with their own terms and the Act The Title 

V pennits shall not be enforceable under this Consent Decree, although any term or limit 

established by or under this Consent Decree shall be enforceable under this Consent Decree 

regardless of whether such term or limit has or will become part of a Title V pennit, subject to 

the terms of Section XXVI (Conditional Termination of Enforcement Under Decree) ofthis 

Consent Decree. 

179. Within three (3) years from the Date of Entry of this Consent Decree, and in 

accordance with federal and/or state requirements for modifYing or renewing a Title V pennit, 

Defendants shall amend any applicable Title V pennit application, or apply for amendments to 

their Title V permits, to include a schedule tor any Unit-specific performance, operational, 

maintenance, and control technology requirements established by this Consent Decree including, 

but not limited to, required emission rates or other limitations. For Units subject to a 

requirement to Retire, Retrofit, or Re-power, Defendants shall apply to modify, renew, or obtain 

any applicable Title V pcnnit to include a schedule for any Unit~specific performance, operation, 

maintenance, and control technology requirements established by this Consent Decree including, 

but not limited to, required emission rates or other limitations, within (12) twelve months of 

making such election to Retire, Retrofit, or Re-power. 

67 



Exhibit JMM-1 
Page 72 of 121

Case 2:99-cv-01250-EAS-TPK Document 363 Filed 10/09/2007 Page 72 of 121 

180. Within one (1) year from commencement of operation of each pollution control 

device to be installed, upgraded, and/or operated under this Consent Decree, Defendants shall 

apply to include the requirements and limitations enumerated in this Consent Decree into 

federally-enforceable non-Title V permits and/or site-specific amendments to the applicable state 

implementation plans to reflect all new requirements applicable to each Unit in the AEP Eastern 

System, the Plant-Wide Annual Rolling Average Tonnage Limitation for S02 at Clinch River, 

and the Plant-Wide Annual Tonnage Limitation for S02 at Kammer. 

181. Defendants shall provide the United States with a copy of each application for a 

federally-enforceable non-Title V permit or amendment to a state implementation plan, as well 

as a copy of any permit proposed as a result of such application, to allow for timely participation 

in any public comment period. 

182. Prior to termination of this Consent Decree, Derendants shall obtain enforceable 

provisions in their Title V pennits for the AEP Eastern System that incorporate (a) any Unit-

specific requirements and limitations of this Consent Decree, such as performance, operational, 

maintenance, and control technology requirements, (b) the Plant-Wide Annual Rolling Average 

Tonnage Limitation for S02 at Clinch River and the Plant-Wide Annual Tonnage Limitation for 

S02 at Kammer, and (c) the Eastern System· Wide Annual Tonnage Limitations for S02 and 

NOx. If Defendants do not obtain enforceable provisions for the Eastern System-Wide Annual 

Tonnage Limitations for S02 and NOx in such Title V permits, then the requirements in 

Paragraphs 86 and 67 shall remain enforceable under this Consent Decree and shall not be 

subject to termination. 

183. If Defendants sell or transfer to an entity unrelated to Defendants ("Third-Party 

Purchaser") part or all of Defendants' Ownership Interest in a Unit in the AEP Eastern System, 
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Defendants shall comply with the requirements of Section XIX (Sales or Transfers of 

Operational or Ownership Interests) with regard to that Unit prior to any such sale or transfer 

unless, following any such sale or transfer, Defendants remain the holder of the Title V permit 

for such facility. 

XVII. INFORMATION COLLECTION AND RETENTION 

184. Any authorized representative of the United States, including attorneys, 

contractors, and consultants, upon presentation of credentials, shall have a right of entry upon the 

premises of any facility in the AEP Eastern System at any reasonable time for the purpose of: 

a. monitoring the progress of activities required under this Consent Decree; 

b. verifYing any data or information submitted to the United States in 

accordance with the terms of this Consent Decree; 

c. obtaining samples and, upon request, splits of any samples taken by 

Defendants or their representatives, contractors, or consultants; and 

d. assessing Defendants' compliance with this Consent Decree. 

185. Defendants shall retain, and instruct their contractors and agents to preserve, all 

non-identical copies of all records and documents (including records and documents in electronic 

form) now in their or their contractors' or agents' possession or control (with the exception of 

their contractors' copies of field drawings and specifications), and that directly relate to 

Defendants' performance of their obligations under this Consent Decree until six (6) years 

following completion of performance of such obligations. This record retention requirement 

shall apply regardless of any corporate document retention policy to the contrary. 

186. All information and documents submitted by Defendants pursuant to this Consent 

Decree shall be subject to any requests under applicable law providing public disclosure of 
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documents unless (a) the information and documents are subject to legal ptivileges or protection 

or (b) Defendants claim and substantiate in accordance with 40 C.F.R. Part 2 that the information 

and documents contain confidential business information. 

187. Nothing in this Consent Decree shall limit the authority ofEPA to conduct tests 

and inspections at Defendants' facilities under Section 114 of the Act, 42 U.S.C. § 7414, or any 

other applicable federal or state laws, regulations, or permits. 

XVIII. NOTICES 

188. Unless otherwise provided herein, whenever notifications, submissions, or 

communications are required by this Consent Decree, they shall be made in writing and 

addressed as follows: 

As to the United States: 

Chief, Environmental Enforcement Section 
Environment and Natural Resources Division 
U.S. Department of Justice 
P.O. Box 7611, Ben Franklin Station 
Washington, DC 20044-7611 
DJ# 90-5-2-1-06893 

and 

Director, Air Enforcement Division 
Office of Enforcement and Compliance Assurance 
U.S. Environmental Protection Agency 
Ariel Rios Building [Mail Code 2242A] 
1200 Pennsylvania Avenue, N.W. 
Washington, DC 20460 

and 

Air Enforcement & Compliance Assurance Branch 
U.S. EPA Region V 
77 W. Jackson St. 
Mail Code AE 1 7 J 
Chicago, TL 60604 
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and 

Air Protection Division Director 
U.S. EPA Region HI 
1650 Arch Street 
Philadelphia, PA 19103 

As to the State of Connecticut: 

Office of the Attorney General 
Environmental Department 
P.O. Box 120 
Hartford, Connecticut 
06141-0120 

As to the State of Maryland: 

Frank Courtright 
Program Manager 
Air Quality Compliance Program 
Mary land Department of the Environment 
1800 Washington Blvd. 
Baltimore, Maryland 21230 
fcourtrightr~mde.state.md.us 

As to the Commonwealth of Massachusetts: 

Frederick D. Augenstem, Assistant Attomcy General 
Office of the Attorney General 
1 Ashburton Place, 18th tloor 
Boston, Massachusetts 02108 
fred.augenstem@state.ma. us 

and 

Douglas Shallcross, Esquire 
Department of Environmental Protection 
Office of General Counsel 
1 Winter Street 
Boston, Massachusetts 02108 
Douglas.Shallcross@state.ma.us 
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As to the State ofNew Hampshire: 

Director, Air Resources Division 
New Hampshire Department of Environmental Services 
29 Hazen Dive 
Concord, New I Iampshire 03302-0095 

As to the State ofNew Jersev: 

Kevin P. Auerbacher 
Section Chief 
Environmental Enforcement Section 
R.J. Hughes Justice Complex 
25 Market Street 
P.O. Box 093 
Trenton, New Jersey 08625-0093 

As to the State ofNew York: 

Robert Rosenthal 
Assistant Attorney General 
New York State Attorney General's Office 
The Capitol 
Albany, New York 12224 

As to the State ofRhode Island: 

Tricia K. Jedele 
Special Assistant Attorney General 
150 South Main Street 
Providence, Rl 02903 
(401) 274-4400, Ext. 2400 
tjedele@riag.ri .gov 

As to the State ofVermont: 

Environmental Division 
Office of the Attorney General 
1 09 State Street 
Montpelier, Vermont 05609-1001 

and 
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Director 
Air Pollution Control Division 
Department of Environmental Conservation 
Agency ofNatural Resources 
Building 3 South 
1 03 South Main Street 
Waterbury, Vermont 05671-0402 

As to the Citizen Plaintiffs: 

Nancy S. Marks 
Natural Resources Defense Council, Inc. 
40 West 20th Street 
New York, New York 10011 
(212) 727-4414 
nmarks@nrdc.org 

and 

Albert F. Ettinger 
Environmental Law and Policy Center 
35 East Wacker Dr. Suite 1300 
Chicago, Illinois 60601-2110 
(312) 673-6500 
aettinger@clpc.org 

As to Defendants: 

Vice President, Environmental Services 
American Electric Power Service Corporation 
1 Riverside Plaza 
Columbus, OTT 43215 
jmmcmanus@.aep.com 

and 

General Counsel 
American Electric Power 
1 Riverside Plaza 
Columbus, OH 43215 
jbkeanc@aep.com 
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189. All notifications, communications, or submissions made pursuant to this Section 

shall be sent as follows: (a) by overnight mail or overnight delivery service to the United States; 
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and (b) by electronic mail to all Plaintiffs, if practicable, but if not practicable, then by overnight 

mail or overnight delivery service to the States and Citizen Plaintiffs. All notifications, 

communications, and transmissions sent by overnight delivery service shall be deemed submitted 

on the date they arc delivered to the delivery service. 

190. Any Party may change either the notice recipient or the address for providing 

notices to it by serving all other Parties with a notice setting forth such new notice recipient or 

address. 

XIX. SALES OR TRANSFERS OF OPERATIONAL OR OWNERSTTTP fNTERESTS 

191. If Defendants propose to sell or transfer an Operational or Ownership Interest to 

an entity unrelated to Defendants ("Third Party"), they shall advise the Third Party in writing of 

the existence of this Consent Decree prior to such sale or transfer, and shall send a copy of such 

written notification to the Plaintiffs pursuant to Section XVIII (Notices) of this Consent Decree 

at least sixty (60) days before such proposed sale or transfer. 

192. No sale or transfer of an Operational or Ownership Interest shall take place before 

the Third Party and Plaintiffs have executed, and the Court has approved, a modification 

pursuant to Section XXTT (Modification) of this Consent Decree making the Third Party a party 

to this Consent Decree and jointly and severally liable with Defendants for all the requirements 

of this Decree that may be applicable to the transferred or purchased Interests. 

193. This Consent Decree shall not be construed to impede the transfer of any Interests 

between Defendants and any Third Party so long as the requirements of this Consent Decree are 

met. This Consent Decree shall not be construed to prohibit a contractual allocation- as 

between Defendants and any Third Party- of the burdens of compliance with this Decree, 
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provided that both Defendants and such Third Party shall remain jointly and severally liable for 

the obligations of the Consent Decree applicable to the transferred or purchased Interest5. 

194. If the Plaintiffs agree, the Plaintiffs, Defendants, and the Third Party that has 

become a party to this Consent Decree pursuant to Paragraph 192, may execute a modification 

that relieves Defendants of liability under this Consent Decree for, and makes the Third Party 

liable for, all obligations and liabilities applicable to the purchased or transferred Interests. 

Notwithstanding the foregoing, however, Defendants may not assign, and may not be released 

from, any obligation under this Consent Decree that is not specific to the purchased or 

transferred Interests, including the obligations set forth in Section VITI (Environmental 

Mitigation Projects), Paragraphs 86 and 67, and Section IX (Civil Penalty). 

195. Defendants may propose and Plaintiffs may agree to restrict the scope of joint and 

several liability of any purchaser or transferee for any AEP Eastern System obligations to the 

extent such obligations may be adequately separated in an enforceable manner using the methods 

provided by or approved under Section XVI (Permits). 

196. Paragraphs 191-195 of this Consent Decree do not apply if an Interest is sold or 

transferred solely as collateral security in order to consummate a financing arrangement (not 

including a sale-leaseback), so long as Defendants: (a) remain the operator (as that term is used 

and interpreted under the Clean Air Act) ofthe subject AEP Eastern System Unit(s); (b) remain 
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subject to and liable for all obligations and liabilities of this Consent Decree; and (c) supply 

Plaintiffs with the following certification within thirty (30) days of the sale or transfer: 

"Certification of Change in Ownership Interest Solely for Purpose of Consummating 
Financing. We, the ChiefExecutive Officer and General Counsel of American Electric 
Power (AEP"), hereby jointly certify under Title 18 U .S.C. Section I 001, on our own 
behalf and on behalf of AEP, that any change in AEP' s Ownership Interest in any A EP 
Eastem System Unit that is caused by the sale or transfer as collateral security of such 
Ownership Interest in such Unit(s) pursuant to the financing agreement consummaled on 
[insert applicable date] between AEP and linsert applicable entity]: a) is made solely for 
the purpose of providing collateral security in order to consummate a financing 
arrangement; b) does not impair AEP's ability, legally or otherwise, to comply timely 
with all tenus and provisions of the Consent Decree entered in United States, eta/. v. 
American Electric Power Service Corp .. et al.. Civil Action No. CZ-99-12:50 ("AEP I") 
and Ui1ited States, et al. v. American Electric Power Service Corp., et al., Civil Action 
Nos. C2-04~1098 and C2~05-360 ("AEP II"): c) does not affect AEP's operational control 
of any Unit covered by that Consent Decree in a manner that is inconsistent with AEP's 
performance of its obligations under the Consent Decree; and d) in no way affects the 
status of AEP's obligations or liabilities under that Consent Decree." 

XX. EFFECTiVE DATE 

197. The effective date of this Consent Decree shall be the Date of Entry. 

XXI. RETENTION OF JLlRlSDICTION 

198. The Court shall retain jurisdiction of this case after the Date of Entry of this 

Consent Decree to enforce compliance with the tenns and conditions of this Consent Decree and 

to take any action necessary or appropriate for its interpretation, construction, execution, 

modification, or adjudication of disputes. During the tenn of this Consent Decree, any Party to 

this Consent Decree may apply to the Court for any relief necessary to construe or effectuate this 

Consent Decree. 
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XXII. MODIFTCA TION 

199. The terms of this Consent Decree may be modified only by a subsequent written 

agreement signed by the Plaintiffs and Defendants. Where the modification constitutes a 

material change to any tenn of this Decree, it shall be effective only upon approval by the Court. 

XXIII. GENER<\L PROVISIONS 

200. This Consent Decree is not a permit. Compliance with the terms of this Consent 

Decree does not guarantee compliance with all applicable federal, state, or local laws or 

regulations. The limitations and requirements set forth herein do not relieve Defendants from 

any obligation to comply with other state and federal requirements under the Clean Air Act at 

any Units covered by this Consent Decree, including the Defendants' obligation to satisfy any 

state modeling requirements set forth in a state implementation plan. 

201. This Consent Decree does not apply to any claim(s) of alleged criminal liability. 

202. In any subsequent administrative or judicial action initiated by any of the 

Plaintiffs for injunctive relief or civil penalties relating to the facilities covered by this Consent 

Decree, Defendants shall not assert any defense or claim based upon principles of waiver, 

res judicata, collateral estoppel, issue preclusion, claim preclusion, or claim splitting, or any 

other defense based upon the contention that the claims raised by any of the Plaintiffs in the 

subsequent proceeding were brought, or should have been brought, in the instant case; provided, 

however, that nothing in this Paragraph affects the validity of Paragraphs Paragraph J 32 and 

133, subject to Paragraphs 134 through 138, or Paragraphs 139 and 141. 

203. Except as specifically provided by this Consent Decree, nothing in this Consent 

Decree shall relieve Defendants of their obligation to comply with all applicable federal, state, 

and local laws and regulations. Subject to the provisions in Section X (Resolution of Civil 
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Claims Against Defendants), nothing contained in this Consent Decree shall be construed to 

prevent or limit the rights of the Plaintiffs to obtain penalties or injunctive relief under the Act or 

other federal, state, or local statutes, regulations, or permits. 

204. At any time prior to termination of this Consent Decree, Defendants may request 

approval from Plaintiffs to implement other control technology for S02 or NOx than what is 

required by this Consent Decree. In seeking such approval, Defendants must demonstrate that 

such alternative control technology is capable of achieving pollution reductions equivalent to an 

FGD (for S02) or SCR (tor NOx) at the Units in the AEP Eastern System at which Defendants 

seek approval to implement such other control technology for S02 or NOx. Approval of such a 

request is solely at the discretion of the Plaintiffs. 

205. Nothing in this Consent Decree is intended to, or shall, alter or waive any 

applicable law (including but not limited to any defenses, entitlements, challenges, or 

clarifications related to the Credible Evidence Rule, 62 Fed. Reg. &314 (Feb. 24, 1997)) 

concerning the use of data for any purpose under the Act generated either by the reference 

methods specified herein or otherwise. 

206. Each limit and/or other requirement established by or under this Consent Decree 

is a separate, independent requirement. 

207. Performance standards, emissions limits, and other quantitative standards set by 

or under this Consent Decree must be met to the number of significant digits in which the 

standard or limit is expressed. For example, an Emission Rate ofO.lOO is not met if the actual 

Emission Rate is 0.1 01. Defendants shall round the fourth significant digit to the nearest third 

significant digit, or the third significant digit to the nearest second significant digit, depending 

upon whether the limit is expressed to three or two significant digits. For example, if an actual 
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Emission Rate is 0.1004, that shall be reported as 0.100, and shall be in compliance with an 

Emission Rate ofO.lOO, and if an actual Emission Rate is 0.1005, that shall be reported as 0.101, 

and shall not be in compliance with an Emission Rate ofO.lOO. Defendants shall report data to 

the number of significant digits in which the standard or limit is expressed. 

208. This Consent Decree does not limit, enlarge, or affect the rights of any Party to 

this Consent Decree as against any third parties. 

209. This Consent Decree constitutes the final, complete, and exclusive agreement and 

understanding among the Parties with respect to the settlement embodied in this Consent Decree, 

and supersedes all prior agreements and understandings among the Parties related to the subject 

matter herein. No document, representation, inducement, agreement, understanding, or promise 

constitutes any part ofthis Consent Decree or the settlement it represents, nor shall they be used 

in construing the terms of this Consent Decree. 

210. Except for Citizen Plaintiffs, each Party to this action shall bear its own costs and 

attorneys' fees. Defendants shall reimburse the Citizen Plaintiffs' attorneys' fees and costs, 

pursuant to 42 U.S.C. § 7604(d), and the agreement between counsel for Defendants and Citizen 

Plaintiffs within thirty (30) days of the Date of Entry ofthis Consent Decree. 

XXIV. SIGNATORIES AND SERVICE 

211. Each undersigned representative of the Parties certifies that he or she is fully 

authorized to enter into the tcnns and conditions of this Consent Decree and to execute and 

legally bind to this document the Party he or she represents. 

212. This Consent Decree may be signed in counterparts, and such counterpart 

signature pages shall be given full force and effect. 
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213. Each Party hereby agrees to accept service ofproccss by mail with respect to all 

matters arising under or relating to this Consent Decree and to waive the formal service 

requirements set forth in Rule 4 of the Federal Rules of Civil Procedure and any applicable Local 

Rules of this Court including, but not limited to, service of a summons. 

XXV. PUBLIC COMMENT 

2 t 4. The Parties agree and acknowledge that final approval by the United States and 

the entry of this Consent Decree is subject to the procedures of28 C.F.R. § 50.7, which provides 

tbr notice of lodging of this Consent Decree in the Federal Register, an opportunity for public 

comment, and the right of the United States to withdraw or withhold consent if the conunents 

disclose facts or considerations which indicate that the Consent Decree is inappropriate, 

improper, or inadequate. The Defendants shall not oppose entry of this Consent Decree by this 

Court or challenge any provision of this Consent Decree unless the United States has notified the 

Defendants, in \\Titing, that the United States no longer supports entry of the Consent Decree. 

XXVT. CONDITIONAL TERMTNA TJON OF ENFORCEMENT UNDER DECREE 

215. Termination as to Completed Tasks. As soon as Defendants complete a 

construction project or any other requirement of this Consent Decree that is not ongoing or 

recurring, Defendants may, by motion to this Court, seek termination of the provision or 

provisions of this Consent Decree that imposed the requirement. 

216. Conditional Termination of Enforcement Through the Consent Decree. After 

Defendants: 

a. have successfully completed construction, and have maintained 

Continuous Operation, of all pollution controls as required by this Consent 

Decree; 
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b. have obtained final Title V permits (i) as required by the terms of this 

Consent Decree; (ii) that cover all Units in this Consent Decree; and (iii) 

that include as enforceable pennit terms all of the Unit performance and 

other requirements specified in this Consent Decree; and 

c. certify that the date is later than December 31, 2022; 

then Defendants may so certify these facts to the Plaintiffs and this Court. If the Plaintiffs do not 

object in writing with specific reasons within forty-five (45) days of receipt of Defendants' 

certification, then, for any Consent Decree violations that occur after the filing of notice, the 

Plaintiffs shall pursue enforcement of the requirements contained in the Title V pennit through 

the applicable Title V permit and not through this Consent Decree. 

217. Resort to Enforcement under this Consent Decree. Notwithstanding Paragraph 

216, if enforcement of a provision in this Consent Decree cannot be pursued by a Party under the 

applicable Title V permit, or if a Consent Decree requirement was intended to be part of a Title 

V Permit and did not become or remain part of such penn it, then such requirement may be 

enforced under the terms of this Consent Decree at any time. 
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XXVII. FINAL JUDGMENT 

2l8. Upon approval and entry of this Consent Decree by th~ Court, this Consent D~cree 

shall constitute a final judgment among the Parties. 

TT IS SO ORDERED, this lOth day of December, 2007 . 

. SARGUS, JR. 
TES DISTRICT JUDGE 

,, t. 
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United States et al. 
V. 

American Electric Power Service CmyJ., et al. 

FOR THE UNITED STATES: 

·.-~?d:~~'i_·/:c;? :Lz._'-~/ 
RONALD J. Tm\iPAS l 
Acting :\ssislllilt Attorney General 
Environmental and Natural Rc:sourccs Division 
United States 

Deputy Chi f ~ . 
Enviromi1total. EpfOrcement Section 

. '/ . ·I -., / . /.· . /i L. ./ ' y //( . 

THOMAS A. I\1ARIANI 
Assistant Chief 
JAMES A. LOFTON 
Senior Counsel 
MARC BORODTN 
JENNIFER A. LUK-'\.S-JACKSON 
THOMAS A BENSO.\i 
KA THERlNE L. VANDERHOOK 
DEBORAH BEHI .ES 
l\1YLES E. FLINT, II 
Trial Attornc:ys 
LESLIE B. BELLAS 
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By Special Appointment as a Department of Justice 
Attome)' 
Environmental Enforcement Section 
Environrm:ntal and :\'atural Resources Division 
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United States of America 
v. 

Ame1 iccm Electric Power Se1 vice Corp . et al. 

FOR THE UNITED STATES OF AMERICA: 

~y J, LOCKHART 
United States Attorney 
Sou them District of Ohio 

Assistant United States Attorney 
Southern District of Ohio 
Cnited States Department of Justice 
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United States et a!. 
V. 

American Electric Power Service Corp., eta!. 

FOR THE UNITED STATES: 

G 
Assistant Administrator 
Ofil.ce of Enforcement and Compliance Assurance 
United States Environmental Protection Agency 

Director, Office of Civil Enforcement 
Office of Enforcement and Compliance Assurance 
United States Environmental Protection Agency 

Acting Director, Air Enforcement Division 
Office of Enforcement and Compliance Assurance 
United States Environmental Protection Agency 

IL 'A S. SALTZBART 
EDWARD MESSINA 
Attorney-Advisor 
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U'lited States et ul. 
v. 

American Electric Power S.;rt·ice Cotp., et at. 
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.\1ARY A. GADE 
Regional Administrator 
Region 5 
U.S. Environmental Protccrion Agency 

Recrion 5 
"" lJ .S. Environmental Protection Agency 

Air and Radiation Division 
Region 5 
U.S. Environmental Protection Agency 

SABRN.~ ARCfENTIERI 
Asso.:iatc Regional Counsel 
Region 5 
U.S. Environmental Protection Agency 
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v. 

American Electric Power Service Corp., et al. 

DONALD S. WELSH 
Regional Administrator 
U.S. EPA Region JH 

JNI~ WILLIAM C. EARlY 
"("- Regional Counsel 

U.S. EPA Region III 
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DONNA L MASTRO 
Senior Assistant Regional Counsel 
U.S. EPA Region III 

Senior Assistant Regional Counsel 
U.S. EPA Region IIJ 
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United States et al. 
v. 

American Electric Power Service Corp., et al. 

FOR THE STATE OF CONNECTICUT: 

!tt/PL-/1-1 
RICHARD BLUMENTILL\L 
Attorney General 
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Maryland Department of the Environment 
1800 Washington Blvd. 
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Assistant Attorney Ge 1eral 
Office of the Attorney e ral 
1800 Washington Blvd. 
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MARTHA COAKLEY 
ATTORNEY GENERAL 
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Assistant Attorney General 
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FOR THE STATE OF NEW HAMPSHIRE: 
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MAUREEN D. SMITH 
Senior Assistant Attorney General 
33 Capitol Street 
Concord, New Hampshire 03301 

Assistant Attorney General 
33 Capitol Street 
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v. 
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FOR THE STATE OF NEW JERSEY: 

Very Truly Yours, 

ANNE MILGRAM 
ATTORNEY GENERAL OF NEW JERSEY 

By:~ C!l4/~ 
~~n c. Martin 

Deputy Attorney General 



Exhibit JMM-1 
Page 97 of 121

Case 2:99~cv-01250-EAS-TPK Document 363 Filed 10/09/2007 Page 97 of 121 

Signature Page for Consent Decree in: 

United Stales et al. 
v. 

American Electric Power Sen,ice Corp., eta/. 
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Spedal Assistant Attorney General 
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Of counsel 
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Natural Resou ces Defense Council, Inc. 
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For Citizen Plaintiffs Sierra Club and 
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Exhibit JMM-1 
Page 101 of 121

Case 2:99-cv-0 1250-EAS-TPK Document 363 Filed 1 0/09/2007 Page 101 of 121 

Signature Page for Consent Decree in: 

United States et al. 
v. 

American Electric Power Service Corp., et al. 

FOR CITIZEN PLAINTIFFS: 

~E~~ 
Environmental Law & Policy Center 
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For Citizen Plaintiffs Ohio Citizen Action, 
CitizensAction Coalition of Indiana, 
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Clean Air CoWlcil, 
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United States Public Interest Research Group, 
National Wildlife Federation, 
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Local Counsel for Sierra Club and 
Natural Resources Defense Council, Inc. Ohio Citizen 
Action, Citizens Action Coalition of Indiana, Hoosier 
Environmental CounciL Ohio Valley 
Environmental Coalition, West Virginia 
Environmental Council, Clean Air Council, 
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APPE~IHXA 
ENVIRONMENTAL 1\UTIGA TION PRO.JECTS 

In compliance with and in addition to the requirements in Section VIII of this Consent 
Decree (Environmental Mitigation Projects), Defendants shall comply with the requirements of 
this Appendix to ensure that the benefits of the $36 million in federally directed Environmental 
Mitigation Projects are achieved. 

I. National Parks Mitigation 

A. Within 45 days from the Date of Entry, Defendants shall pay to the National Park 
Service the sum of $2 million to be used in accordance with the Park System 
Resource Protection Act, 16 U.S.C. § 19jj, tor the restoration of land, watersheds, 
vegetation, and forests using adaptive management techniques designed to 
improve ecosystem health and mitigate harmful effects from air pollution. This 
may include reforestation or restoration of native species and acquisition of 
equivalent resources and support for collaborative initiatives with state and local 
agencies and other stakeholders to develop plans to assure resource protection 
over the long-tenn. Projects will focus on one or more of the following Class I 
areas alleged in the underlying action to have been injured by emissions from 
Defendants facilities: Shenandoah National Park, Mammoth Cave National Park, 
and Great Smoky Mountains National Park. 

B. Payment of the amount specified in the preceding paragraph shall be made to the 
Natural Resource Damage and Assessment Pund managed by the United States 
Department of the Interior. Instructions for transtcning funds will be provided to 
the Defendants by the National Park Service. Notwithstanding Section LA of this 
Appendix, payment of funds by Defendants is not due until ten (1 0) days at\er 
receipt of payment instructions. 

C. Upon payment of the required funds into the Natural Resource Damage and 
Assessment Fund, Defendants shall have no further responsibilities regarding the 
implementation of any project selected by the National Park Servil:e in 
connection with this provision of the Consent Decree. 

II. Overall Environmental Mitigation Project Schedule and Budget 

A. Within 120 days of the Date of Entry, as further described below, Defendants 
shall submit plans to EPA for review and approval for completing the remaining 
$34 million in federally directed Environmental Mitigation Projects specified in 
this Appendix over a period of not more than five ( 5) years from the Date of 
Entry. EPA will consult with the Citizen Plaintiffs, through their counsel, prior to 
approving or commenting on any proposed plan. The Parties agree that 
Defendants are entitled to spread their payments for Environmental Mitigation 
Projects evenly over the five-year period commencing upon the Date of Entry. 
Defendants are not, however, precluded from accelerating payments to better 
effectuate a proposed mitigation plan, provided however, Defendants shall not be 

1 

_________________ .....;... __ ........; ______ --'---".~.-~---~-



Exhibit JMM-1 
Page 105 of 121

Case 2:99-cv-01250-EAS-TPK Document 363 Filed 10/09/2007 Page 105 of 121 

entitled to any reduction in the nominal amount of the required payments by 
virtue of the early expenditures. EPA may, but is not required to, approve a 
proposed Project budget that results in a back-loading of some expenditures. 
EPA shall determine prior to approval that all Projects are consistent with federal 
law. 

B. Defendants may, at their election, consolidate the plans required by this Appendix 
into a single plan. 

C. In addition to the requirements set forth below, Defendants shall submit within 
120 days of the Date of Entry, a summary-level budget and Project time-line that 
covers all of the Projects proposed. 

D. Beginning March 31, 2008, and continuing on March 31 of each year thereafter 
until completion of each Project (including any applicable periods of 
demonstration or testing), Defendants shall provide the United States and Citizen 
Plaintiffs with written reports detailing the progress of each Project, including 
Project Dollars. 

E. Within 60 days following the completion of each Project required under 
Appendix A, Defendants shall submit to the United States and Citizen Plaintiffs a 
report that documents the date that the Project was completed, the results of 
implementing the Project, including the emission reductions or other 
environmental benefits achieved, and the Project Dollars expended by Defendants 
in implementing the Project. 

F. Upon approval of the plans required by this Appendix by EPA, Defendants shall 
complete the Environmental Mitigation Projects according to the approved plans. 
Nothing in this Consent Decree shall be interpreted to prohibit Defendants from 
completing Environmental Mitigation Projects before the deadlines specified in 
the schedule of an approved plan. 

III. Acquisition and Rcst(wation of Ecologically Significant Areas in Indiana, KcntuckJ', 
North Carolina, Ohio, Pennsylvania, Virginia, and West Virginia 

A. Within 120 days of the Date ofEntry, and.on each anniversary of the initial 
submission tor the following four (4) years, Defendants shall submit a plan to 
EPA for review and approval, in consultation with the Citizen Plaintiffs, for 
acquisition and/or restoration of ecologically significant areas in Indiana, 
Kentucky, Not1h Carolina, Ohio, Pennsylvania, Virginia, and West Virginia 
("Land Acquisition and Restoration"). Defendants shall spend no less than a total 
of $10 million in Project Dollars on Land Acquisition and Restoration over the 
five year period provided under this Appendix for completion of federally 
directed Environmental Mitigation Projects. 
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B. Defendants' proposed plan shall: 

1. Describe the proposed Land Acquisition and Restoration projects in 
sufficient detail to allow the reader to asceJiain how each proposed action 
meets the requirements set out below. For purposes of this Appendix and 
Section VIII (Environmental Mitigation Projects) of this Consent Decree, 
land acquisition means purchase of interests in land, including tee 
ownership, easements, or other restrictions that run with the land that 
provide for perpetual protection of the acquired land. Restoration may 
include, by way of illustration, direct reforestation (particularly of tree 
species that may be affected by acidic deposition) and soil enhancement. 
Any resloration action must also incorporate the acquisition of an interest 
in the restored lands sufficient to ensure perpetual protection of the 
restored land. Any proposal for acquisition of land must identify fully all 
owners of the interests in the land. Every proposal for acquisition of land 
must identify the ultimate holder of the interests to be acquired and 
provide a basis for concluding that the proposed holder of title is 
appropriate for long-term protection ofthe ecological or environmental 
benefits sought to be achieved through the acquisition. 

2. Describe generally the ecological significance ofthe area to be acquired or 
restored. ln particular, identify the environmental/ecological benefits 
expected as a result of the proposed action. ln proposing areas for 
acquisition and restoration, Defendants shall focus on those areas that are 
in most need of conservation action or that promise the greatest 
conservation return on investment. 

3. Describe the expected cost of the Land Acquisition and Restoration, 
including the fair market value of any areas to be acquired. 

4. Identify any person or entity other than Defendants that will be involved 
in the land acquisition or restoration action. Defendants shall describe the 
third-party's role in the action and the basis for asserting that such entity is 
able and suited to perfonn the intended role. For purposes of this Section 
of the Appendix, third-parties shall only include non-profits; federal, state, 
and local agencies; or universities. Any proposed third-party must be 
legally aud1orized to perform the proposed action or to receive Project 
Dollars. 

5. Include a schedule for completing and funding each portion of the project. 

C. Performance- Upon approval of the plan by EPA, after consultation with the 
Citizen Plaintiffs, Defendants shall complete the Land Acquisition and 
Restoration project according to the approved plan and schedule. 
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IV. Nitrogen Impact Mitigation in the Chesapeake Bay 

A. Within 120 days or Date of Entry, Defendants shall submit a plan to EPA for 
review and approval, in consultation with the Citizen Plaintiffs, for the mitigation 
of adverse impacts on the Chesapeake Bay associated with nitrogen ("Chesapeake 
Bay Mitigation Project"). Defendants shall spend no less than a total of $3 
million in Project Dollars on the Chesapeake Bay Mitigation Project. 

B. Defendant's proposed plan shall: 

1. Describe proposed Project(s) that reduce nitrogen loading in the 
Chesapeake Bay or otherwise mitigate the adverse etlects of nitrogen in 
the Chesapeake Bay. Projects that may be approved include, by way of 
illustration, creation of forested stream buffers on agricultural land or 
other land cover to establish a "buffer zone" to keep livestock out of the 
adjoining wate1way and to filter runoff before it enters the waterway. 

2. Describe generally the expected environmental benefit of the proposed 
Chesapeake Bay Mitigation Project. The key criteria for selection of 
components of the Project are the magnitude of the expected 
ecological!cnvirorunental benefit(s) in relation to the cost and the relative 
permanence of the expected benefit(s). Expected loadings benefits should 
be quantified to the extent practicable. 

3. Describe the expected cost of each element of the Chesapeake Bay 
Mitigation Project, including the fair market value of any interests in land 
to he acquired. 

4. Identify any person or entity other than Defendants that will be involved 
in any aspect of the Chesapeake Bay Mitigation Project. Defendants shall 
describe the third-party's role in the action and the basis for asserting that 
such entity is able and suited to perfonn the intended role. For purposes 
ofthis Section of the Appendix, third-parties shall only include non
profits; federal, state, and local agencies; or universities. Any proposed 
third-party must be legally authorized to perform the proposed action or to 
receive Project Dollars. 

5. Include a schedule for completing and funding each portion ofthe Project. 

C. Performance- Upon approval ofthe plan for Chesapeake Bay Mitigation by EPA, 
Defendants shall complete the Project according to the approved plan and 
schedule. 
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V. Mobile Source Emission Reduction Projects 

A. Within 120 days of the Date of Entry, Defendants shall submit a plan to EPA for 
review and approval, in consultation with the Citizen Plaintiffs, for the 
completion of Projects to reduce emissions from Defendants' fleet of barge 
tugboats on the Ohio River, diesel trains at or near power plants, Defendants' 
fleet of motor vehicles in certain eastern states, and/or truck stops in certain 
eastem states (''Mobile Source Projects"). Defendants shall spend no less than a 
total of$21 million in Project Dollars on one or more of the thret: Mobile Source 
Projects specified in this Section, in accordance with the plans for such Projects 
approved by EPA, atter consultation with the Citizen Plaintiffs. The key criteria 
for selection of components of the Mobile Source Projects are the magnitude of 
the expected environmental benefit(s) in relation to the cost. 

B. Diesel Tug!Train Project 

1. Defendants are among the leading barge operators in the country, with 
operations on Lhc Ohio River, the Mississippi River, and the Gulf Coast. 
Barges are propelled by tugboats, which generally use a type of marine 
diesel fud known as No. 2 distillate fuel oil. Tugboats that switch to 
ultra-low sulfur diesel fuel ("ULSD'.) reduce emissions ofNOx, PM, 
volatile organic compounds ("VOCs"), and other air pollutants. All 
marine diesel fuel must be ULSD by June 1, 2012, pursuant to EPA's 
Nonroad Diesel Rule (see "Control of Emissions of Air Pollution from 
Nonroad Diesel Engines and Fuels; Final Rule," 69 Fed. Reg. 38,958 
(June 29, 2004)). Defendants also receive coal by diesel trains. 

2. As part of the plan tor Mobile Source Projects, Defendants may elect to 
achieve accelerated emission reductions from their tugboat t1eet on the 
Ohio River ("Ohio River Tug Fleet") and/or their diesel powered trains 
used at or near their power plants, as one ofthe three possible mobile 
source Projects under this Consent Decree ("Diesel Tug/Train Project''). 

3. The Diesel Tug/Train Project shall require one or more ofthe tollowing: 

a. The accelerated retrofitting or re-powering of Tugs with engines 
that require the use ofCLSD. Selection of this Project is expressly 
conditioned upon identification of satisfactory technology and an 
agreement between EPA and Defendants on how to credit Project 
Dollars towards this project. 

b. The retrofitting or repowering of the marine engines in the Ohio 
River Tug Fleet with diesel oxidation catalysts ("DOCs"), diesel 
particulate filters ("DPFs"), or other equivalent advanced 
technologies that reduce emissions of PM and VOCs from marine 
engines in tugboats (collectively "DOC/DPFs''), Defendants shall 
only install DOCs/DPFs that have received applicable approvals or 
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verifications, if any, from the relevant regulatory agencies for 
reducing emissions from tugboat engines. Defendants must 
maintain any DOCs/DPPs installed as pat1 of the Tug Project for 
the useful life ofthe equipment (as defined in the proposed Plan), 
even after the completion of the Tug Project. Project Dollars may 
be spent on DOCs/DPFs within 5 years ofthe Date ofEntry, in 
accordance with the approved schedule for the mitigation projects 
in this Appendix. 

c. The accelerated usc ofULSD for the Ohio River Tug Fleet, from 
the Date of Entry through January 1, 2012. Notwithstanding any 
other provision of this Consent Decree, including this Appendix, 
Defendants shall only receive credit for the incremental cost of 
ULSD as compared to the cost of the fuel Defcndat1ts would 
otherwise utilize. 

d. Emission reduction measures for diesel powered trains. Such 
measures may include retro-fitting with, or conversion to, Multiple 
Diesel Engine GenSets that are EPA Tier TTT Ofi:.Road certified; 
Diesel Electric Hybrid; Anti-idling controls/strategies and Auto 
Shut-Off capabilities. Selection of this Project is expressly 
conditioned upon identification of satisfactory technology and an 
agreement between EPA and Defendants on how to credit Project 
Dollars towards this project. 

4. The proposed plan for the Diesel Tug/Train Project shall: 

a. Describe the expected cost of the project, including the costs for 
any equipment, material, labor costs, and the proposed method for 
accounting for the cost of each element of the Diesel Tug/Train 
Project, including the incremental cost ofULSD. 

b. Describe generally the expected environmental benefit of the 
project, including any expected fuel efficiency improvements and 
quantify emission reductions expected. 

c. Include a schedule for completing each portion of the Diesel 
Tug/Train Project. 

5. Performance- Upon approval of the Diesel Tug/Train Project plan by 
EPA, Defendants shall complete the project according to the approved 
plan and schedule. 

6 



Exhibit JMM-1 
Page 110 of 121

Case 2:99-cv-01250-EAS-TPK Document 363 Filed 10/09/2007 Page 110 of 121 

C. Hybrid Vehicle Fleet Project 

1. AEP has a fleet of approximately II ,000 motor vehicles in the eleven 
states where it operates, including vehicles in Indiana, Ohio, Michigan, 
Virginia, West Virginia, and Kentucky These motor vehicles are 
generally powered by conventional diesel or gasoline engines and include 
vehicles such as diesel "bucket" trucks. The usc of hybrid engine 
technologies in Defendants' motor vehicles, such as diesel-electric 
engines. will improve fuel efficiency and reduce emissions ofNOx, PM, 
VOCs, and other air pollutants. 

2. As part of the plan for Mobile Sow·ce Projects, Defendants may elect to 
spend Project Dollars on the replacement of conventional motor vehicles 
in their fleet with newly manufactured Hybrid Vehicles ("Hybrid Vehicle 
Fleet Project"). 

3. The proposed plan for the Hybrid Vehicle Fleet Project shall: 

a. Propose the replacement of conventional gasoline or diesel 
powered motor vehicles (such as bucket trucks) with Hybrid 
Vehicles. For purposes ofthis subsection of this Appendix, 
"Hybrid Vehicle" means a vehicle that can generate and utilize 
electric power to reduce the vehicle's consumption of fossil fuel. 
Any Hybrid Vehicle proposed for inclusion in the Hybrid Fleet 
Project shall meet all applicable engine standards, cettit1cations, 
and/or verifications. 

b. Provide for Hybrid Vehicles replacement in that portion of 
Defendants' fleet in Tndiana, Ohio, Michigan, West Virginia, 
Virginia, and/or Kentucky. Notwithstanding any other provision 
of this Consent Decree, including this Appendix, Defendants shall 
only receive credit toward Project Dollars for the incremental cost 
of Hybrid Vehicles as compared to the cost of a newly 
manufactured, similar motor vehicle. 

c. Prioritize the replacement of diesel-powered vehicles in 
Defendants' fleet. 

d. Provide a method to account for the costs of the Hybrid Vehicles, 
including the incremental costs of such vehicles as compared lo 
conventional gasoline or diesel motor vehicles. 

e. Certify that Defendants will use the Hybrid Vehicles for their 
useful life (as defined in the proposed plan). 

f. Include a schedule for completing each portion of the Project. 
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g. Describe generally the expected environmental benefits of the 
Project, including any fuel efficiency improvements, and quantify 
emission reductions expected. 

4. Performance- Upon approval by EPA ofthe plan for the Hybrid Vehicle 
Fleet Project, after consultation with the Citizen Plaintiffs, Defendants 
shall complete the Project according to the approved plan. 

D. Truck Stop Electrification 

1. Long-haul truck drivers typically idle their engines at night at rest areas to 
supply heat or cooling in their sleeper cab compartments, and to maintain 
vehicle battery charge while electrical appliances such as televisions, 
computers, and microwaves are in usc. Modifications to rest areas to 
provide parking spaces with electrical power, heat, and air conditioning 
will allmv tmck drivers to tum their engines ofT. Truck stop electrification 
reduces idling time and therefore reduces diesel fuel usage, and thus 
reduces emissions of PM, NO,_, and VOCs. 

2. As part of the plan for Mobile Source Projects, Defendants may elect to 
achieve emission reductions by truck stop electrification, which shall 
include, \vhere necessary, techniques and inJraslructure needed to support 
such a program ("Truck Stop Eleclrification Project"). 

3. The proposed plan for the Truck Stop Electrification Project shall: 

a. Identify truck stops in one or more of the following States for 
Electrification: Ohio, Indiana, Kentucky, North Carolina, 
Pennsylvania, West Virginia, and Virginia. EPA may give 
preference to electrification Projects that are co-located, if 
possible, along the same transportation cmTidor. 

b. Describe the level of expected usage ofthe planned electrification 
facilities, air quality in the vicinity of the proposed Projects, 
proximity of the proposed Project to population centers, and 
whether the owner or some other entily is willing to pay for some 
potiion of the work. 

c. Provide for the construction of truck stop electrification stations 
with established technologies and equipment. 

d. Account for hardware procurement and installation costs at the 
recipient truck stops. 

e. Include a schedule for completing each portion of the Project. 
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f. Describe generally the expected environmental benefits of the 
Project and quantify emission reductions expected. 

4. Performance - Upon approval of the plan for the Truck Stop 
Electrification Project by EPA, after consultation with the Citizen 
Plaintiffs, Defendants shall complete the Project according to the 
approved plan. 
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APPENDIXB 

REPORTING REQUIREMENTS 

I. Annual Reporting Requirements 

In accordance with the dates specified below, for periods on and after the Date of 
Entry, Defendants shall submit annual reports to the United States, the States, and the 
Citizen Plaintiffs, electronically and in hard copy, as required by Paragraph 143 and 
cettified as required by Paragraph 146. In such annual reports, Defendants shall include 
the following in(()rmation: 

A. Eastern System-Wide Annual Tonnage Limitations for S02 and NOx 

Beginning on March 31, 2010, for the Eastern System-Wide Annual Tonnage 
Limitations for NO,, and March 31, 2011, for the Eastern System-Wide Annual Totmage 
Limitations for S02, and annually thereafter, Defendants shall report ihe following 
information: (a) the total actual ammal tons of the pollutant emitted from each Unit (or 
tor Units vented to a common stack, from each combined stack) within the AEP Eastern 
System, as defined in Paragraph 7, during the prior calendar year; (b) the total actual 
annual tons ofthe pollutant emitted from the AEP Eastern System during the prior 
calendar year; (c) the difference, if any, between the applicable Eastern System-Wide 
Annual Tonnage Limitation for the pollutant in that calendar year and the amount 
reported in subparagraph (b); and (d) the annual average emission rate, expressed as a 
lb/mmBTU for NOx, for each Unit within the AEP Eastern System and for the entire AEP 
Eastern System during the prior calendar year. Data reported pursuant to this subsection 
shall be based upon the CEMS data submitted to the Clean Air Markets Division. 

B. Plant-Wide Annual Rolling Average Tonnage Limitation for S02 at Clinch 
River 

Beginning on March 31, 2011, and continuing annually thereafter, Defendants 
shall report: (a) the actual tons ofS02 emitted from all Units at the Clinch River plant on 
an annual rolling average basis as defined in Paragraphs 47 and 88 for the prior calendar 
year; and (b) the applicable Plant-Wide Annual Rolling Average Tonnage Limitation for 
S02 at the Clinch River plant for the prior calendar year. For calendar years other than 
2010 and 2015, Detendants shall also report the 12~month rolling average emissions for 
each month. 

C. Plant-Wide Tonnage Limitation for S02 at Kammer 

Beginning on March 31,2011, and continuing annually thereafter, Detendants 
shall report: (a) the actual tons of S02 emitted trom all Units at the Kammer plant as 
specified in Paragraph 48 1()r the prior calendar year; and (b) the Plant~ Wide Tonnage 
Limitation for S02 at the Kammer plant tor that calendar year. 

'----------------------'----....... -----------"""'---·--~----·-'··--·-··-·-~·-····-···-
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D. Reporting Requirements for Excess NOx Allowances 

I. Reportin12: Requirements for Unrestricted Excess NO,. Allowances 

Beginning on March 31, 20 J 0, and continuing annually through March 31, 2016, 
Defendants shall report the number of Unrestricted Excess NOx Allowances available 
each year between 2009 through 20 15, and how or whether such allowances were used so 
that Defendants account for each Unrestricted Excess NO" Allowance for each year 
during 2009 through 2015. No later than March 31, 2016, Defendants shall report: (a) the 
cumulative munber of unused unrestricted Excess NOx Allowances subject to surrender 
pursuant to Paragraph 75 and calculated pursuant to Paragraph 74, and (b) the total 
number of unused Unrestricted Excess NOx Allowances that they surrendered. 

2. Reporting Requirements for Restricted Excess NO, Allowances 

a. Beginning on March 31, 2010, and continuing annually through March 31, 
2016, Defendants shall report: (a) the number of Restricted Excess NOx Allowances 
available each year between 2009 through 2015; (h) the actual emissions from any New 
and Newly Pcm1iHed Unit during each year; (c) the actual NOx emissions from the five 
natural gas plants listed in Paragraph 76 during each year; (d) the amount, if any, of 
Restricted Excess NOx Allowances that are not subject to surrender each year because of 
Defendants' investment in renewable energy as defined in Paragraph 77 and the data 
supporting Defendants' calculation; and (e) the difference between the cumulative total 
of Restricted Excess NOx Allowances available from each year and any prior year and the 
actual emissions reported under (b) and (c), above, for that year and any Restricted 
Excess NOx Allowances not subject to surrender reported under (d), above. ~o later than 
March 31,2016, Defendants shall report: (a) the cumulative number ofunused Restricted 
Excess NOx Allowances subject to surrender calculated pursuant to Paragraphs 76 and 
77, and (b) the total number of unused Restricted Excess NOx Allowances that they 
surrendered. 

b. No later than March 31, 2017, and continuing annually thereafter, Defendants 
shall report: (a) the number of Restricted Excess NO, Allowances available in the prior 
year; (b) the actual emissions from any New and Newly Permitted Unit during such year; 
(c) the actual emissions from the five natural gas plants listed in Paragraph 76 during 
such year; (d) the amount, if any, of Restricted Excess NOx A 1\owances that are not 
subject to surrender for such year because of Defendants' investment in renewable energy 
as defined in Paragraph 77 and the data supporting Defendants' calculation; (e) the 
number of Restricted Excess NOx Allowances subject to surrender for such year 
calculated pursuant to Paragraphs 76 and 77; and (f) the total number of unused 
Restricted Excess NOx Allowances that they surrendered for such year. 
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E. Repmiing Requirements for Excess S02 Allowances 

Beginning on March 31, 2011, and continuing annually thereafter, Defendants 
shall report: (a) the number of Excess S02 Allowances subject to surrender calculated 
pursuant to Paragraph 93, and (b) the total number of Excess S02 Allowances Lhat they 
surrendered. 

F. Continuous Operation of Pollution Controls required by Paragraphs 68, 69, 87, 
and 102 

On March 31 of the year following Defendants' obligation pursuant to this 
Consent Decree to commence Continuous Operation of an SCR, FGD. ESP, or 
Additional NOx Pollution Controls, Defendants shall report the date that they commenced 
Continuous Operation of each such pollution control as required by this Consent Decree. 
Beginning on March 31, 2008, and continuing annually thereafter. Defendants shall 
report, for any SCR, FGD, ESP, or Additional NOx Pollution Controls required to 
Continuously Operate during that year, the duration of any period during which that 
pollution control did not Continuously Operate, including the specific dates and times 
that such pollution control did not operate, the reason why Defendants did not 
Continuously Operate such pollution control, and the measures taken to reduce emissions 
of the pollutant controlled by such pollution control. 

G. Installation of S02 and N Ox Pollution Controls 

Beginning on March 31,2008, and continuing annually thereafter, Defendants 
shall report on the progress of construction of NOx and S02 pollution controls reyuired by 
this Consent Decree including: (l) if construction is not underway, any available 
infonnation concerning the constmction schedule, including the dates of any major 
contracts executed during the prior calendar year, and any major components delivered 
during the prior calendar year; (2) if construction is underway, the estimated percent of 
installation as of the end of the prior calendar year, the current estimated construction 
completion date, and a brief description of completion of significant milestones during 
the prior calendar year, including a narrative description or the current construction status 
(y. foundations completed, absorber installation proceeding all material on-site, nev. 
stack erection completed, etc.); and (3) once construction is complete, the dates the 
equipment was placed in service and any acceptanc~ testing was performed during the 
prior calendar year. 

H. Installation and Operation of PM CEMS 

Beginning on March 31, 2013, for Cardinal Units 1 and 2 and a third Unit 
identified pursuant to Paragraph 110, and continuing annually thereafter for all periods of 
operation of PM CEMS as required by this Consent Decree, Defendants shall report the 
data recorded by the P;\1 CEMS, expressed in lb/mmBTU on a 3-hour rolling average 
basis in electronic format for the prior calendar year, in accordance with Paragraph I 07. 
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I. Other S02 Measures 

Commencing in the first annual report Defendants submit pursuant to Paragraph 
143, and continuing annually thereafter, Defendants shall submit ail data necessary to 
determine Defendants' compliance with the annual average coal content specified in the 
table in Paragraph 90. 

J. 1-Hour Average NOx Emission Rate and 30-Day Rolling Average Emission 
Rates for S02 and NOx 

1. Beginning on March 31 of the year following Defendants' obligation pursuant 
to this Consent Decree to first comply with an applicable 1-Hour Average NOx Emission 
Rate and/or 30-Day Rolling Average Emission Rate for S02 and NOx, and continuing 
annually thereafter, Defendants shall report all 1-Hour Average Emission Rate results 
and/or 30-Day Rolling Average Emission Rate results to detcnnine compliance with such 
emission raw, as defined in Paragraph 4 or 5, as appropriate. Defendants shall also 
report: (a) the date and time that the Unit initially combusts any fuel after shutdown; (b) 
the date and time after startup that the Cnit is synchronized with a utility electric 
distribution system; (c) the date and time that the fire is extinguished in a Unit; and (d) 
for the fit1h and subsequent Cold Statt Up Period that occurs within any 30-Day period, 
the earlier of the date and time that is either (i) eight hours after the unit is synchronized 
with a utility electric distribution system, or (ii) the nue gas has reached the SCR 
operational temperature range specified by the catalyst manufacturer. 

2. Within the flrst report that identifies a 1-Hour Average NOx Emission Rate or 
30-Day Rolling Average Emission Rate for S02 or NOx. Defendants shall include at least 
five (5) example calculations (including hourly CEMS data in electronic format for the 
calculation) used to determine the 1-Hour Average NO, Emission Rate and the 30-Day 
Rolling Average Emission Rate tbr S02 or NO, for five (5) randomly selected days. If at 
any time Defendants change the methodology used in detennining the 1-Hour Average 
NO~ Emission Rate or the 30-Day Rolling Average Emission Rate for S02 or NOx, 
Defendants shall explain the change and the reason for using the new methodology. 

K. 30-Day Rolling Average Removal Efficiency for S02 

I. Beginning on March 31 of the year following Defendants' obligation pursuant 
to this Consent Decree to first comply with a 30-Day Rolling Average Removal 
Efi1ciency, and continuing annually thereafter. Defendants shall repmt all 30-Day Rolling 
Average Removal Efficiency results to determine compliance with such removal 
efficiency as defined in Paragraph 6 or, for Conesville Cnits 5 and 6, as specified in 
Appendix C. 

2. Within the first report that identifies a 30-Day Rolling Average Removal 
Efficiency for S02, Defendants shall include at least five (5) example calculations 
(including hourly CEMS data in electronic format for the calculation) used to determine 
the 30-Day Rolling Average Removal Efficiency tor t1vc (5) randomly selected days. If 
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at any time Defendants change the methodology used in detem1ining the 30-Day Rolling 
Average Removal Efficiency, Defendants shall explain the change and the reason for 
using the new methodology. 

L. PM Emission Rates 

Beginning on March 31,2010, for Cardinal Units 1 and 2, and beginning on 
March 31, 2013 for Muskingum River Unit 5, and continuing annually thereafter, 
Defendants shall report the PM Emission Rate as defined in Paragraph 51, for Cardinal 
Unit 1, Cardinal Unit 2, and Muskingum River Unit 5. For all such Units, Defendants 
shall attach a copy of' the executive summary and results of any stack test performed 
during the calendar year covered by the annual report. 

M. Enviromnental Mitigation Projects 

1. Mitigation Projects to be Conducted by the States 

Defendants shall report the disbursement of funds as required in Paragraph 127 of 
the Consent Decree in the next annual progress report that Defendants submit pursuant to 
Paragraph 143 following such disbursement of funds. 

2. Appendix A Projects 

Beginning March 31, 2008, and continuing on March 31 of each year thereafter 
until completion of each Project (including any applicable periods of demonstration or 
testing), Ddendants shall provide the United States and Citizen Plaintiffs with written 
reports detailing the progress or each Project, including Project Dollars. 

N. Other Unit becoming an Improved Unit 

If Defendants decide to make an Other Unit an Improved Unit, Defendants shall 
so state in the next annual progress report they submit pursuant to Paragraph 143 after 
making such decision, and comply with the reporting requirements specified in Section 
l.G ofthis Appendix and any other repmting or notice requirements in accordance with 
the Consent Decree. 

II. Deviation Reports 

Beginning March 31, 2008, and continuing annually thereafter, Defendants shall 
report a summary of all deviations from the requirements of the Consent De~.:ree that 
occurred during the prior calendar year, identifying the date and time that the deviation 
oecum,~d, the date and time the deviation was corrected, the cause and any corrective 
actions taken for each deviation, if necessary, and the date that the deviation was initially 
reported under Paragraph 145. In addition to any express requirements in Section I, 
above, or in the Consent Decree, such deviations required to be reported include, but are 
not limited to, the following requirements: the 1-Hour Average NOx Emission Rate, the 
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30-Day Rolling Average Emission Rates for S02 and NOx, the 30-Day Rolling Average 
Removal Efficiency for S02, and the PM Emission Rate. 

lll. Submissions Pending Review 

ln each annual report Defendants submit pursuant to Paragraph 143, Defendants 
shall include a list of all plans or submissions made pursuant to this Consent Decree 
during the calendar year covered by the annual report, the date(s) such plans or 
submissions were submitted to one or more Plaintiffs for review and/or approval, and 
shall identify which, if any, are sti 11 pending review and approval by Plaintiffs upon the 
date of submission of the annual report. 

IV. Other Information Necessary To Determine Compliance 

To the extent that information not expressly identified above is necessary to 
deterrnine Defendants' compliance with the requirements of this Consent Decree during a 
reporting period, and has not otherwise been submitted in accordance with the provisions 
of the Consent Decree, Defendants shall provide such information as part ofihe annual 
report required pursuant to Section XT of the Consent Decree. 
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APPENDIXC 

MONITORING STRATEGY AND CALCULATION OF 
THE 30-DAY ROLLING AVERAGE REMOVAL EFFICIENCY 

FOR CONESVILLE UNITS 5 AND 6 

I. Monitoring Strategy 

1. The S02 monitoring system for Conesville Units 5 & 6 will consist of two 
separate FGD inlet monitors in each Dfthe two FGD inlet duct<; for each Unit, 
and one FGD outlet monitor in the combined tlow from the outlets of the FGD 
modules for each Unit, prior to the common stack. 

2. Due to space constraints and potential interferences, monitors are currently 
located in the inlet duct for one FGD module on each Unit and at the 
combined outlet from both FGD modules for each Unit prior to entering the 
stack using best engineering judgment. 

3. On or before December 31,2008, Defendants shall submit a monitoring plan 
to EPA for approval that will propose where to site and install an additional 
inlet monitor in each of the unmonitorcd FGD inlet ducts for each Unit, and 
include a requirement that Defendants submit a complete certification 
application for the Conesville Units 5 & 6 monitoring system to EPA and the 
state permitting authority. 

4. The Monitoring Plan will incorporate the applicable procedures and quality 
assurance testing found in 40 C.F .R. Part 75, subject to the following: 

a. The PS-2 siting criteria will not be applied to these monitoring systems; 
however, the majority of the procedures in Section 8.1.3.2 of PS-2 ·will he 
followed. Sampling of at least nine (9) sampling points selected in 
accordance with PS-1 will be perfonncd prior to the initial RAT A. If the 
resultant so2 emission rates for any single sampling point calculated in 
accordance with Equation 19.7 arc all within 10% or 0.02lb/mmBtu of the 
mean of all nine (9) sampling points, the alternative traverse point 
locations (0.4, 1.2, and 2.0 meters from the duct wall) will be 
representative and may be used for all subsequent RA TAs. 

b. The required relative accuracy tesl audit will be performed in accordance 
with the procedures of 40 C.F.R. Part 75, except that the calculations will 
be perfonned on an S02 emission rate basis (i.e., lb/mmBtu). 

c. The criteria for passing the relative accuracy test audit will be the same 
criteria that 40 C.f.R. Part 75 requires for relative accuracy or alternative 
performance specification as provided for N Ox emission rates. 
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d. "Diluent capping" (i.e., 5% C02) will be applied to the S02 emission rate 
for any hours where the measured C02 concentration rounds to zero. 

e. Results of quality assurance testing, data gathered by the inlet and outlet 
monitoring systems, and the resultant 30-day Rolling Average Removal 
Efficiencies for these monitoring systems are not required to be reported 
in the quarterly reports submitted to EPA's Clean Air Markets Division 
for purposes of 40 C.F.R. Part 75. Results will be maintained at the 
facility and available for inspection, and the 30-day Rolling Average 
Removal Efficiency will be reported in accordance with the requirements 
of the Consent Decree and Appendix B. Equivalent data retention and 
reporting requirements will be incorporated into the applicable pem1its for 
these Units. 

f. Missing Data Substitution of 40 C.F.R Part 75 will not be implemented. 

g. Tnitial performance testing will be performed before the effective date of 
the 30-Day Rolling Average Removal Efficiency requirements, and the 
results will be reported to Plaintiffs as part of the annual report submitted 
in accordance with Appendix B. 

II. Calculation of 30-Day Rolling Average Removal Efficiency 

1. Removal efficiency shall be calculated by the equation: 

[SOz emission rate rntet- S02 emission rate outlet] I SOz emission rate Inlet * 100 

2. lnlet and outlet emission rates shall be calculated using the methodology 
specified in 40 C.F.R. Part60 Appendix B- Method 19. Inlet emission 
rates will be based on the average of the valid recorded values calculated 
tor each of the inlet FGD monitors at each Unit. Measurements arc made 
on a wet basis, so Equation 19.7 will be utilized to determine the hourly 
S02 emission rate at each location. To make the conversion between the 
measured wet S02 and C02 concentrations and an emission rate in pounds 
per million BTU, an electronic Data System will perfonn Equation 19.7 
using the S02 ppm conversion factor from Table J 9-1 of _Method 19 and 
the Fe factor for the applicable fuel (currently bituminous coal) in Table 
J 9-2 of Method 19. The re'iulting equation will be: 

Emission rate (lb S02/mmBtu) = 1.660 x 10-7 * S02 (in ppm) *Fe * 100 I C02 (in%) 

3. The electronic data system will calculate the hourly average S02 and C02 

concentration in accordance with 40 C.f.R. Part 75 quality control/quality 
assurance requirements and will compute and retain these S02 emission 
rates for every operating hour meeting the minimum data capture 
requirements in accordance with 40 C.F .R. Part 75. Prior to the 
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calculation of the S02 emission rate, hourly S02 and C02 concentrations 
will be rounded to the nearest tenth (i.e., 0.1 ppm or 0.1 % C02) and the 
resulting so2 emission rate will be rounded to the nearest thousandth (i.e., 
0.001 lb/mmBtu). 

4. From these hourly S02 emission rates, S02 removal efficiencies will be 
calculated for each hour when the Unit is firing fossil fuel, and the hourly 
S02 and C02 monitors meet the QAIQC requirements of Part 75. Hourly 
802 removal efficiencies will be computed by taking the hourly inlet S02 
emission rate minus the outlet S02 emission rate, dividing the result by 
inlet S02 emission rate and multiplying by 100. The resulting removal 
efficiency will be rounded to the nearest tenth (i.e., 95.1 %). Daily S02 
removal efficiencies vvill be calculated by taking the sum of Hourly S02 
removal efficiencies and dividing by the number of valid monitored hours 
for each Operating Day. The resulting daily removal efficiencies will be 
rounded to the nearest tenth (i.e., 95.1 %). 

5. The 30-Day Rolling Average Removal Efficiency will be computed by 
taking the current Operating Day's daily S02 removal efficiency (as 
described in Paragraph 4 of this Appendix C) plus the previous 29 
Operating Days' daily S02 removal efficiency, and dividing the sum by 
30. In the event that a daily S02 removal efficiency is not available for an 
Operating Day, Defendants shall exclude that Operating Day from the 
calculation of the 30-Day Rolling Average Removal Efficiency. The 
resulting 30-day Rolling Average Removal Efficiency will be rounded to 
the nearest tenth of a percent li.&:., a value of 95.04% rounds down to 
95.0%, and a value of95.05% rounds up to 95.1 %). 

3 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE SOUTHERN DISTRICT OF OHIO 

EASTERN DIVISION 

UNITED STATES OF AMERICA 

Plaintiff, 

and 

STATEOFNEWYORK, ETAL., 

Plaintiff-Intervenors, 

v. 

AMERICAN ELECTRIC POWER SERVICE 
CORP., ET AL., 

Defendants. 

OHIO CITIZEN ACTION, ET AL., 

Plaintiffs, 

v. 

AMERICAN ELECTRIC POWER SERVICE 
CORP., ET AL., 

Defendants. 

UNITED STATES OF AMERICA 

Plaintiff, 

v. 

AMERICAN ELECTRIC POWER SERVICE 
CORP., ET AL., 

Defendants. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Consolidated Cases: 
Civil Action No. C2-99-1182 
Civil Action No. C2-99-1250 
JUDGE EDMUND A. SARGUS, JR. 
Magistrate Judge Terence P . Kemp 

JUDGE EDMUND A. SARGUS, JR. 
Magistrate Judge Norah McCann King 

Civil Action No. C2-05-360 
Civil Action No. C2-04-l 098 

ORDER ENTERING THIRD JOINT MODIFICATION TO CONSENT DECREE 
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This matter is before the Court on Plaintiff the United States of America's Motion to 

Approve the Third Joint Modification of the Consent Decree. (Doc. No. 547.) For the reasons 

set forth within Plaintiff's motion, the Court GRANTS the motion and ENTERS the Third Joint 

Modification to Consent Decree, which is attached hereto. 

This Order renders moot Defendants' Application for Judicial Interpretation of the 

Consent Decree (Doc. No. 528) and Defendants' Motion to Strike (Doc. No. 539). These two 

motions are therefore DENIED AS MOOT. 

IT IS SO ORDERED this \ lj rv, day ofMAY, 2013. 

EDMUND . SARGUS, JR. 
UNITED S A ES DISTRICT COURT JUDGE 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE SOUTHERN DISTRICT OF OHIO 

EASTERN DIVISION 

UNITED STATES OF AMERICA 

Plaintiff, 

and 

STATE OF NEW YORK, ET AL., 

Plaintiff-Intervenors, 

v. 

AMERICAN ELECTRIC POWER SERVICE 
CORP., ET AL., 

Defendants. 

OHIO CITIZEN ACTION, ET AL., 

Plaintiffs, 

v. 

AMERICAN ELECTRIC POWER SERVICE 
CORP., ET AL., 

Defendants. 

UNITED STATES OF AMERICA 

Plaintiff, 

v. 

AMERJCAN ELECTRIC POWER SERVICE 
CORP., ET AL., 

Defendants. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

) 
) 
) 

) 
) 
) 
) 
) 
) 
) 

Consolidated Cases: 
Civil Action No. C2-99-1182 
Civil Action No. C2-99-1250 
JUDGE EDMUND A. SARGUS, JR. 
Magistrate Judge Terence P. Kemp 

Civil Action No. C2-04-1098 
JUDGE EDMUND A. SARGUS, JR. 
Magistrate Judge Norah McCann King 

Civil Action No. C2-05-360 
JUDGE EDMUND A. SARGUS, JR. 
Magistrate Judge Norah McCann King 
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THIRD JOINT MODIFICATION TO CONSENT DECREE 
WITH ORDER MODIFYING CONSENT DECREE 

WHEREAS On December 1 0, 2007, this Court entered a Consent Decree in the above-

captioned matters (Case No. 99-1250, Docket# 363; Case No. 99-1182, Docket# 508). 

WHEREAS Paragraph 199 of the Consent Decree provides that the terms of the Consent 

Decree may be modified only by a subsequent written agreement signed by the Plaintiffs and 

Defendants. Material modifications shall be effective onJy upon written approval by the Court. 

WHEREAS pursuant to Paragraph 87 of the Consent Decree, as modified by a Joint 

Modification to Consent Decree With Order Modifying Consent Decree, filed on April 5, 20 I 0 

(Case No. 99-1250, Docket# 371), and as modified by a second Joint Modification to Consent 

Decree With Order Modifying Consent Decree, filed on December 28, 2010 (Case No. 99-1250, 

Docket # 3 72), the Defendants are required, inter alia, to install and continuously operate a Flue 

Gas Desulfurization System (FGD) no later than December 31, 2015 on Big Sandy Unit 2, 

December 31, 2015 on Muskingum River Unit 5, December 31, 2017 on Rockport Unit I, and 

December 31,2019 on Rockport Unit 2. 

WHEREAS, on October 31 , 2012, the Defendants filed an Application for Judicial 

Interpretation of Consent Decree in Case No. 99-1182 (Docket# 528) and the related cases. 

WHEREAS, the United States, the States and Citizen Plaintiffs filed a Memorandum in 

Opposition (Case No. 99-1182, Docket# 534 ), and Citizen Plaintiffs filed a Supplemental 

Memorandum in Opposition (Case No. 99-1250, Docket# 381) to the Defendants' Application. 

WHEREAS all Parties made additional filings and the Application was scheduled for a 

hearing on December 17, 2012. 

WHEREAS, the Parties have engaged in settlement discussions and have reached 

2 
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agreement on a modification to the Consent Decree as set forth herein. 

WHEREAS, the Parties have agreed, and this Court by entering this Third Joint 

Modification finds, that this Third Joint Modification has been negotiated in good faith and at 

arm's length; that this settlement is fair, reasonable, and in the public interest, and consistent 

with the goals of the Clean Air Act, 42 U.S.C. §7401, et seq.; and that entry of this Third Joint 

Modification without further litigation is the most appropriate means of resolving this matter. 

WHEREAS, the Parties agree and acknowledge that final approval of the United States 

and entry of this Third Joint Modification is subject to the procedures set forth in 28 CFR § 50.7, 

which provides for notice of this Third Joint Modification in the Federal Register, an opportunity 

for public comment, and the .right of the United States to withdraw or withhold consent if the 

comments disclose facts or considerations which indicate that the Third Joint Modification is 

inappropriate, improper, or inadequate. No Party will oppose entry of this Third Joint 

Modification by this Court or challenge any provision of this Third Joint Modification unless the 

United States has notified the Parties, in writing, that the United States no longer supports entry 

of the Third Joint Modification. 

NOW THEREFORE, for good cause shown, without admission of any issue of fact or 

law raised in the Application or the underlying litigation, the Parties hereby seek to modify the 

Consent Decree in this matter, and upon the filing of a Motion to Enter by the United States, 

move that the Court sign and enter the following Order: 

1. Add a definition of"Cease Burning Coal" as new Paragraph 8A ofthe Consent 

Decree as follows: 

8A. "Cease Burning Coal" means that Defendants shall permanently cease burning coal for 

purposes of generating electricity from a Unit, and shall submit all necessary notifications or 

3 
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requests for permit amendments to reflect the permanent cessation of coal firing at the Unit. 

2. Modify the definition of "Continuously Operate" in Paragraph 14 of the Consent 

Decree as follows: 

14. ' 'Continuously Operate" or "Continuous Operation" means that when an SCR, FGD. DSI, 

ESP. or Other NOx Pollution Controls are used at a Unit. except during a Malfunction, they shall 

be operated at all times such Unit is in operation, consistent with the technological limitations, 

manufacturer's specifications. and good engineering and maintenance practices for such 

equipment and the Unit so as to minimize emissions to the greatest extent practicable. 

3. Add a new definition of ''Dry Sorbent Injection" or "DSI'' as new Paragraph 18A 

of the Consent Decree as follows: 

18A. "Dry Sorbent Injection" or "DSI" means a pollution control system in which a sorbent is 

injected into the flue gas path prior to the particulate pollution control device for the purpose of 

reducing SOz emissions. For pwposes of the DSI systems required to be instalJed at the 

Rockport Units only. the DSI systems shall utilize a sodium based sorbent and be designed to 

inject at least 10 tons per hour of a sodium based sorbent. Defendants may utilize a different 

sorbent at the Rockport Units provided they obtain prior approval from Plaintiffs pursuant to 

Paragraph 148 of the Consent Decree. 

4. Modify the definition of ''Improved Unit" in Paragraph 28 of the Consent Decree 

as follows: 

28. An "Improved Unit" for S06 means an AEP Eastern System Unit equipped with an FGD 

or scheduled under this Consent Decree to be equipped with an FGD, or required to be Retired, 

Retrofitted, Re-Powered, or Refueled. 

The remainder of Paragraph 28 shall remain the same. 
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5. Add a definition of ''Plant-Wide Annual Tonnage Limitation for S02 at Rockport" 

as new Paragraph 48A of the Consent Decree, as follows: 

48A. "Plant-Wide Annual Tonnage Limitation for S06 at Rockport" means the sum of the tons 

of SOz emitted during all periods of operation from the Rockport Plant. including, without 

limitation. all so., ·emitted during periods of startup, shutdown, and Malfunction. during the 

relevant calendar year (i.e .• Januarr 1-December 31). 

6. Add a definition of"Refuel" as new Paragraph 53A ofthe Consent Decree, as 

follows: 

53 A. "Refuel" means. solely for purposes of this Consent Decree, the modification of a unit as 

necessary such that the modified unit generates electricity solely through the combustion of 

natural gas rather than coal, including the installation and Continuous Operation of the NO& 

controls required by Section IV of this Consent Decree. Nothing herein shall prevent the reuse of 

any equipment at any existing unit or new emissions unit, provided that AEP applies for, and 

obtains, all required permits, including, if applicable. a PSD or Nonattainment NSR permit. 

7. Modify the definition of"Retrofit" in Paragraph 56 of the Consent Decree as 

follows: 

56. "Retrofit'' means that the Unit must install and Continuously Operate both an SCR and an 

FGD. as defined in the Consent Decree. For purposes of the requirements in Paragraph 87 for 

the Rockport Units. "Retrofit" also means that the Unit will be equipped with a post-combustion 

wet- or dry-FGD system with a control technology vendor guaranteed design removal efficiency 

of98% or more, and subject upon installation to a 30-Day Rolling Average Emissions Rate of 

0.100 lb/mmBTU for S02, if the Unit burns coal with an uncontrolled SOI emissions rate of3.0 

lb/mmBTU or higher, or a 30-day Rolling Average Emission Rate of0.060 lb/mmBTU if the 
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Unit bums coal with an uncontrolled SO£ emissions rate below 3.0 Ib/mmBTU. For the 600 MW 

listed in the table in Paragraph 68 and 87. "Retrofit" means that the Unit must meet a federally-

enforceable 30-Day Rolling Average Emission Rate ofO.l 00 Jb/mmBTU for NOx and a 30-Day 

Rolling Average Emission Rate ofO.lOO lb/mmBTU for S02. measured in accordance with the 

requirements of this Consent Decree. 

8. Modify the Eastern System-Wide Annual Tonnage Limitations for S02 in the 

table in Paragraph 86 of the Consent Decree as follows: 

86. Notwithstanding any other provision of this Consent Decree, except Section XN (Force 

Majeure), during each calendar year specified in the table below, all Units in the AEP Eastern 

System. collectively, shall not emit SOz in excess of the following Eastern System-Wide Annual 

Tonnage Limitations: 

Calendar Year(s) Eastern System-Wide Annual Modified Eastern System-
Tonnage Limitations for S02 Wide Annual Tonnage 

Limitations for SOz 
2016 i!@,QQQ teas 145,000 tons 

2017 i!~~.ggg ~efts 145,000 tons 

2018 184,QQQ teas 145,000 tons 

2019, aR<l eaefi •,•ear ~ereafter- 174,QQQ teas 113,000 tons per year 

2021 

2022-2025 174,QQQ teas 110,000 tons per year 

2026-2028 174,QQQ taRS 102,000 tons :uer year 

2029, and each year thereafter 174 ,QQQ teas 94,000 tons :uer year 

The remainder of the table in Paragraph 86 shall remain the same. 

9. Modify the S02 pollution control requirements and compliance dates listed in the 

6 
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table in Paragraph 87 of the Consent Decree for Big Sandy Unit 2, Muskingum River Unit 5, 

Rockport Units 1 and 2, and Tanners Creek Unit 4 as follows: 

87. No later than the dates set forth in the table below. Defendants shall install and 

Continuously Operate an FGD on each Unit identified therein, or, if indicated in the table. Retire. 

Retrofit. et= Re-power. or Refuel such Unit: 

Unit so2 Modified so2 Pollution Date Modified Date 
Pollution Control 
Control 

Big Sandy Retrofit, Retire, Re-power, December 
Unit2 ~ or Refuel 31,2015 NA 

Muskingym PGD Cease Burning Coal and 9eeem9eF December 15, 2015 
River Unit 5 Retire 31, 2015 

Or 

Cease Burning Coal and December 31, 2015, 
Refuel unless the Refueling 

project is not 
completed in which 
case the unit will be 
taken out of service 
no later than 
December 31, 2015 
and will not restart 
until the Refueling 
project is completed . . 
The Refueling project 
must be completed by 
June 30, 2017. 

First ~ D!:Y Sorbent Injection, Deeembet= 
Rockoort ~H. 20~ :;z April 16, 2015 
Unit and 

Retrofit, Retire, Re-power, 
or Refuel December 31, 2025. 

Second PfiD Drv Sorbent Injection, 9eeemeef AQrill6, 2015 
Rockoort J1,2019 
Unit and and 

7 
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Unit SOz Modified SOz Pollution Date Modified Date 
Pollution Control 
Control 

Retrofit, Retire, Re-QoWer, 
or Refuel December 31, 2028. 

Tanners NA Retire or Refuel NA June I, 2015 
Creek Unit4 

The remainder of the table in Paragraph 87 of the Consent Decree shall remain the same, 

including the Joint Modifications previously made to the compliance deadlines for Amos Units I 

and2. 

10. Add a new Paragraph 89A establishing the Plant-Wide Annual Tonnage 

Limitations for S02 at Rockport, as follows: 

89A. For each of the calendar years set forth in the table below, Defendants shall limit their 

total annual S02 emissions from Rockport Units 1 and 21o Plant-Wide Annual Tonnage 

Limitations for so£ as follows: 

Calendar Years Plant-Wide Annual Tonnage Limitations for 802 

2016-2017 28,000 tons ~r year 

2018- 2019 26,000 tons Qer year 

2020-2025 22,000 tons Qer year 

2026-2028 18,000 tons ger year 

2029, and each year thereafter 10,000 tons Qer year 

11. Modify Paragraph 92 of the Consent Decree as follows: 

92. ExceQt as may be necessanr to comQly with this Section and Section XIII (Stipulated 

Penalties), Defendants may not use any S06 Allowances to comgly with any requirements of this 
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Consent Decree, including by claiming compliance with any emission limitation. Eastern 

System-Wide Armual Tormage Limitation, Plant-Wide Annual Rolling Average Tonnage 

Limitation for S06 at Clinch River, Plant-Wide Annual Tonnage Limitation for S02 at Kammer, 

or Plant-Wide Annual Tonnage Limitations for S01.at Rockport required by this Consent Decree 

by using. tendering. or otherwise applying S06 Allowances to achieve compliance or offset any 

emission above the limits specified in this Consent Decree. 

12. Modify Paragraph 100 of the Consent Decree as follows: 

100. To the extent an Emission Rate, 30-Day Rolling Average Removal Efficiency, Eastern 

System-Wide Annual Tonnage Limitation, or Plant-Wide Annual Tonnage Limitation for S06 is 

required under this Consent Decree, Defendants shall use CEMS in accordance with the 

reference methods specified in 40 C.F.R. Part 75 to determine the Emission Rate or annual 

emiSSlODS. 

13. Modify Paragraph 104 of the Consent Decree as follows: 

1 04. On or before the date established by this Consent Decree for Defendants to achieve and 

maintain 0.030 lb/mmBTU at Cardinal Unit 1. Cardinal Unit2, and Muskingum River Unit 5, 

Defendants shall conduct a performance test for PM that demonstrates compliance with the PM 

Emission Rate required by this Consent Decree. Within forty-five ( 45) days of each such 

performance test, Defendants shall submit the results of the performance test to Plaintiffs 

pursuant to Section XVIII (Notices) of this Consent Decree. On and after the date that 

Muskingum River Unit 5 complies with the requirement to Cease Burning Coal pursuant to 

Paragraph 87 of this Consent Decree, Defendants shall no longer be obligated to comply with the 

performance testing requirements for Muskingum River Unit 5 contained in this Paragraph. 

9 



Case: 2:99-cv-01182-EAS-TPK Doc #: 548 Filed: 05/14/13 Page: 12 of 32  PAGEID #: 13833
 

Exhibit JMM-2 
Page 12 of 32

14. Modify Paragraph 105 ofthe Consent Decree as follows: 

105. Beginning in calendar year 2010 for Cardinal Unit 1 and Cardinal Unit 2, and calendar 

year 2013 for Muskingum River Unit 5, and continuing in each calendar year thereafter. 

Defendants shall conduct a stack test for PM on each stack servicing Cardinal Unit 1. Cardinal 

Unit 2. and Muskingum River Unit 5. The annual stack test requirement imposed by this 

Paragraph may be satisfied by stack tests conducted by Defendants as required by their permits 

from the State of Ohio for any year that such stack tests are required under the permits. On and 

after the date that Muskingum River Unit 5 complies with the requirement to Cease Burning 

Coal pursuant to Paragraph 87 of this Consent Decree, Defendants shall no longer be obligated to 

comply with the stack testing requirements for Muskingum River Unit 5 contained in this 

Paragraph. 

15. Modify Paragraph 119 of the Consent Decree as follows: 

119. Defendants shall implement the Environmental Mitigation Projects described in 

Appendix A to this Consent Decree, shall fund the categories of Projects described in Subsection 

B, below, and shall implement the Citizen Plaintiffs' Renewable Energy Project and Citizen 

Plaintiffs' Mitigation Projects described in Subsection C, below, (collectively, the "Projects") in 

compliance with the approved plans and schedules for such Projects and other terms of this 

Consent Decree. 

The remainder of Paragraph I 19 shall remain the same. 

16. Add a new Subsection C after Paragraph 128 ofthe Consent Decree as follows: 

C. Citizen Plaintiffs' Renewable Energy Project and Citizen Plaintiffs' Mitigation 

Projects. 

128A. Citizen Plaintiffs' Renewable Energy Project. Defendants shall implement a renewable 

10 
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energy project as described below during the period from 2013 through 2019. 

a. If, during the period from 2013-2015, a renewable energy production tax 

credit of at least 2.2 cents/kwh for ten years is available for new wind electricity production 

facilities upon which construction is commenced within one year or more after enactment of the 

tax credit (or an alternative tax benefit is available that provides sufficient economic value so that 

the levelized cost to customers does not exceed the weighted average cost of any existing 

contracts with Indiana Michigan Power Company ("I&M") for 50 MW or greater of wind 

capacity, adjusted for inflation) l&M will secure 200 MW of new wind energy capacity from 

facilities located in Indiana or Michigan that qualify for the production tax credit or alternative 

tax benefit within two years after enactment. For the avoidance of doubt, so long as the energy 

production tax credit contained in the American Taxpayer Relief Act of2012 allows projects that 

have commenced construction by December 31, 2013, and that are placed in service by 

December 3 1, 2014, to qualify for the energy production tax credit provided in that Act, then 

l&M shall be obligated to secure new renewable energy purchase agreements for 200 MW of 

new wind energy capacity. 

b. If a renewable energy production tax credit or alternative tax benefit as 

described in subparagraph a .. above, is not available during 2013-2015, but becomes available 

during 2016-2019 for new wind electricity production facilities on which construction is 

commenced within one year or more after the production tax credit or alternative tax benefit is 

enacted. I&M will use commercially reasonable efforts to secure 200 MW of new wind energy . 

capacity from facilities located in Indiana or Michigan that qualify for the production tax credit 

or alternative tax benefit within two years after enactment. 

11 
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c. If a renewable energy production tax credit or alternative tax benefit as 

described in subparagraph a .. above, is not available during the period from 2013-2019 for new 

wind electricity production facilities on which construction is commenced within one year or 

more after the production tax credit or alternative tax benefit is enacted, I&M shall be relieved of 

its obligations to secure new wind energy capacity under this Paragraph 119A. 

1288. Citizen Plaintiffs' Mitigation Projects. I&M will provide $2.5 million in mitigation 

funding as directed by the Citizen Plaintiffs for projects in Indiana that include diesel retrofits. 

health and safety home repairs, solar water heaters. outdoor wood boilers, land acquisition 

projects, and small renewable energy projects (less than 0.5 MW) located on customer premises 

that are eligible for net metering or similar interconnection arrangements on or before December 

31, 2014. I&M shall make payments to fund such Projects within seventy-five (75) days after 

being notified by the Citizen Plaintiffs in writing of the nature of the Project, the amount of 

funding requested, the identity and mailing address of the recipient of the funds, payment 

instructions, including taxpayer identification numbers and routing instructions for electronic 

payments. and any other information necessary to process the requested payments. Defendants 

shall not have approval rights for the Proiects or the amount of funding requested, but in no event 

shall the cumulative amount of funding provided pursuant to this Paragraph 1288 exceed $2.5 

million. 

17, Modify Paragraph 127 ofthe Consent Decree as follows: 

127. The States, by and through their respective Attorneys General, shall jointly submit to 

Defendants Projects within the categories identified in this Subsection B for funding in amounts . 

not to exceed $4.8 million per calendar year for no less than five (5) years following the Date of 

Entry of this Consent Decree beginning as early as calendar year 2008, and for an additional 

12 
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amount not to exceed $6.0 million in 2013. The funds for these Projects will be apportioned by 

and among the States. and Defendants shall not have approval rights for the Projects or the 

apportionment. Defendants shall pay proceeds as designated by the States in accordance with the 

Projects submitted for funding each year within seventy-five (75) days after being notified by the 

States in writing. Notwithstanding the maximum annual funding limitations above, if the total 

costs of the projects submitted in any one or more years is less than the maximum annual 

amount. the difference between the amount requested and the maximum annual amount for that 

year will be available for funding by the Defendants of new and previously submitted projects in 

the following years. except that all amounts not requested by and paid to the States within eleven 

(11) years after the Date of Entry of this Consent Decree shall expire. 

18. Modify Paragraph 133 of the Consent Decree as follows: 

133. Claims Based on Modifications after the Date ofLodging ofThis Consent Decree. Entry 

of this Consent Decree shall resolve all civil claims of the United States against Defendants that 

arise based on a modification commenced before December 31, 2018, or, solely for the first 

Rockport Unit. before December 31, 2025, or, solely for the second Rockport Unit. before 

December 31, 2028, for all pollutants. except Particulate Matter, regulated under Parts C or D of 

Subchapter I of the Clean Air Act, and under regulations promulgated thereunder. as of the Date 

of Lodging of this Consent Decree, and: 

a. where such modification is commenced at any AEP Eastern System Unit 

after the Date of Lodging of this Consent Decree; or 

b. where such modification is one this Consent Decree expressly directs 

Defendants to undertake. 

The remainder of Paragraph 133 shall remain the same. 

13 
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19. Modify the table in Paragraph 150 of the Consent Decree as follows: 

Consent Decree Violation Stipulated Penalty (Per Day, Per Violation, 
Unless Otherwise Specified) 

x. Failure to com:Qly with the Plant-Wide Annual ~40,000 ner ton, Qlus the surrender, Qursuant to 
Tonnage Limitation for S02 at Rockoort the Qrocedures set forth in ParawQhs 95 and 96, 

of SO~ Allowances in an amount egual to two 
times the number of tons by which the limitation 
was exceeded 

y. Failure to fund a Citizen Plaintiffs ' Mitigation ~1,000 :Qer day Qer violation during the first 30 
Project as reguired by ParagraQh 119B of this days, ~5,000 Qer day Qer violation thereafter 
Consent Decree 
z. Failure to imQlement the Citizen Plaintiffs ' ~ 10,000 Qer day :Qer violation during the first 30 
Renewable Energy Project r~uired by ParagraQh days, ~32,500 Qer day :Qer violation thereafter 
128A of this Consent Decree 

The remainder of the table in Paragraph 150 shall remain the same. 

20. In addition to the requirements reflected in Appendix B (Reporting Requirements) 

to the Consent Decree, Defendants shall include in their Annual Report to Plaintiffs the 

following information: 

0 . Plant-Wide Annual Tonnage Limitation for SO~ at Rockoort 

Beginning on March 31, 2017, and continuing annually thereafter. Defendants shall 
re:Qort: (a) the actual tons of S02 emitted from Units 1 and 2 at the Rockport Plant for the nrior 
calendar year; (b) the Plant-Wide Annual Tonnage Limitation for SO? at the Roclg?ort Plant for 
the prior calendar year as set forth in ParagraQh 89A of the Consent Decree; and (c) for the 
annual rewrts for calendar years 2015 - 2028, Defendants shall report the daily average S02 
emissions from the Rockport Plant ex:Qressed in lb/mmBTU, and the daily sorbent deliveries to 
the Rockport Plant by weight. 

P. Citizen Plaintiffs' Renewable Energy Project 

Beginning on March 31, 2014, and continuing each year thereafter until completion of the 
Citizen Plaintiffs' Renewable Energy Project, Defendants shall include a written reQOrt detailing 
the progress of the imQlementation of the Citizen Plaintiffs' Renewable Energy Project reguired 
by Paragraph 119A ofthe Consent Decree. 

Q . Citizen Plaintiffs' Mitigation Projects 

Beginning on March 31, 2013, and continuing each year until March 31, 2015. 
Defendants shall include a written reQort detailing the progress of implementation of the Citizen 

14 
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Plaintiffs' Mitigation Projects required by Paragraph 119B of the Consent Decree. 

R. By March 31, 2015. Defendants shall notify Plaintiffs of their intent to Retire or 
Refuel Muskingum River 5. 

S. By March 31, 2024, Defendants shall notify Plaintiffs of their decision to Retrofit. 
Retire, Re-Power or Refuel the first Rockport Unit. If Defendants elect to Retrofit the Unit. 
Defendants shall provide with such notification, information regarding the removal efficiency 
guarantee requested from and obtained from the control technology vendor and the sulfur content 
of the fuel used to design the FGD, including any non-confidential information regarding the SOL 
control technology filed by Defendants with the public utility regulator. 

T. By March 31, 2027, Defendants shall notify Plaintiffs of their decision to Retrofit, 
Retire, Re-power or Refuel the second Rockport Unit. If Defendants elect to Retrofit the Unit. 
Defendants shall provide with such notification, information regarding the removal efficiency 
guarantee requested from and obtained from the control technology vendor and the sulfur content 
of the fuel used to design the FGD, including any non-confidential information regarding the so6 
control technology filed by Defendants with the public utility regulator. 

U. If Defendants elect to Retrofit one or both ofthe Rockport Units, beginning in the 
annual reports submitted for calendar years 2026 and/or 2029, as applicable, Defendants shall 
report a 30-Day Rolling Average S02. Emission Rate for the Unit(s) that is (are) Retrofit in 
accordance with Paragraph 5 of the Consent Decree. In addition, Defendants shall report a 30-
Day Rolling Average Uncontrolled Emission Rate for SOz for the Unit(s) that is(are) Retrofit 
based on daily as burned coal sampling and analysis or an inlet so2 CEMs upstream of the FGD. 

The remainder of Appendix B shall remain the same. 

21. Except as specifically provided in this Order, all other terms and conditions of the 

Consent Decree remain unchanged and in full effect. 

SO ORDERED, THIS j4~DAY OF_~--+----' 2013. 

DMUND A. SARGUS, JR. 
S DISTRICT COURT JUDGE 

15 
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Respectfully submitted, 

FOR THE UNITED STATES OF AMERICA: 

~ ~~.~- 1/_N@_ 
IACIAS: MORENO 
Assistant Attorney General 
Environmental and Natural Resources Division 
United States Department of Justice 

~· ~ "d e>,J w\ ~ 
~FLINT, II 
Semor ounsel 
Environmental Enforcement Section 
Environmental and Natura] Resources Division 
United States Department o( Justice 
P.O. Box 7611 
Washington, D.C. 20530 
(202) 307-1859 
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FOR THE UNITED STATES OF AMERICA: 

SU~AN SHINI<ifAN 
Director 
Office of Civil Enforcement 
United ~e;_,.Emjronmental Protection Agency 

. ,. / . . . · / /:/ 
;.-;;;: 

/ '/ /{/ 
PHILLIP 1: ROOKS 
Director, Au Enforcement Division 
Office of Civil Enforcement 
United States Environmental Protection Agency 

SEEMA KAKADE 
Attorney-Advisor 
Air Enforcement Division 
Office of Civil Enforcement 
United States Environmental Protection Agency 
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FOR THE COMMONWEALTH OF 
MASSACHUSETTS: 

MARTHA COAKLEY 
Attorney General 

Assistant Attorney General 
Environmental Protection Division 
1 Ashburton Place, 18th Floor 
Boston, Massachusetts 02108 
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FOR THE STATE OF CONNECTICUT: 

GEORGE JEPSEN 
Attorney General 

By:~ ·t4/f 
Kl~~ 
Assistant Attorney General 
Office of the Attorney General 
55 Elm Street, P.O. Box 120 
Hartford, Coru1ecticut 06141 -0120 
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FOR THE STATE OF MARYLAND: 

DOUGLAS F. GANSLER 
Attorney General 

Assistant Attorney General 
Office of the Attorney General 
1800 Washington Blvq. 
Baltimore, Maryland 212 
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' 

FOR THE STATE OF NEW HAMPSHIRE: 

MICHAEL A. DELANEY 
Attorney General 

By: tL ~ ;::3 =-
K. ALLEN BROOKS 
Senior Assistant Attorney General 
33 Capitol Street 
Concord, New Hampshire 03301 
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FOR THE STATE OF NEW JERSEY: 

JEFFREY S. CHIESA 
Attorney General 

By:Q~_ c Jtf"J L. 
Jr)~. MARTIN 
Deputy Attorney General 
New Jersey Dept. of Law & Public Safety 
25 Market St. , P.O. Box 093 
Trenton, NJ 08625·0093 
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FOR THE STATE OF NEW YORK: 

ERIC T. SCHNEIDERMAN 
Attorney General 

Assistant Attorn y General 
Environmental Protection Bureau 
The Capitol 
Albany, New York 12224 
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FOR THE STATE OF RHODE ISLAND: 

PETER F. K.IT..MARTIN 
Attorney General 

B ....,-· -,..-----'F'-1---==+--""--.1----"'o~"---ir---
G 
Special Assistant Attorney Gen 
150 South Main Street 
Providence, Rhode Island 02903 
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FOR THE STATE OF VERMONT: 

WILLIAM H. SORRELL 
Attorney General 

By: -1L- 2~L~ 
THEA SCHWARTZ 
Assistant Attorney General 
Environmental Division 
1 09 State Street 
Montpelier, Vermont 05609-1001 
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FOR NATURAL RESOURCES DEFENSE COUNCIL, 
INC.: 

NANCY S. M~RKS 
Natural Resources Defense Council, Inc. 
40 West 20th Street 
New York, NY 10011 
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FOR SIERRA CLUB: 

~ 
Eart.hjustice 
1617 John F. Kennedy Blvd., Suite 1675 
Philadelphia, P A 19103 
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\ 

FOR OHIO CITIZEN ACTION, CITIZENS ACTION 
COALITION OF INDIANA, HOOSIER 
ENVIRONMENTAL COUNCIL, OHIO VALLEY 
ENVIRONMENTAL COALITION, WEST VIRGINIA 
ENVIRONMENTAL COUNCIL, CLEAN AIR 
COUNCIL, IZAAK WALTON LEAGUE OF 
AMERICA, ENVIRONMENT AMERICA 1• 

NATIONAL WILDLIFE FEDERATION, INDIANA 
WILDLIFE FEDERATION AND LEAGUE OF OIDO 
SPORTSMEN: 

'1 

) 

·· A BUGE 
I 

Environmental Law and Policy enter 
35 East Wacker Drive, Suite 1300 
Chicago, Jllinois 60601-2110 

1 Environment America is the same entity that signed on to the original Consent Decree as United 
States Public Interest Research Group. 
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LOCAL COUNSEL FOR SIERRA CLUB, NATURAL 
RESOURCES DEFENSE COliNCIL, INC., OHIO 
CITIZEN ACTION, CITIZENS ACTION 
COALITION OF INDIANA, HOOSIER 
ENVIRONMENTAL COUNCIL, OHIO VALLEY 
ENVIRONMENTAL COALITION, WEST VIRGINIA 
ENVIRONMENTAL COUNCIL, CLEAN AIR 
COUNCIL, IZAAK WALTON LEAGUE OF 
AMERICA, ENVIRONMENT AMERICA 1• 

NATIONAL WILDLIFE FEDERATION, INDIANA 
WILDLIFE FEDERATION AND LEAGUE OF OHIO 
SPORTSMEN: 

~ 
PETER PRECARIO 0027080 
Attorney At Law 
2 Miranova Pl., Suite 500 
Columbus, Ohio 43215-4525 

1 Environment America is the same entity that signed on to the original Consent Decree as United 
States Public Interest Research Group. 
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fOR DEFENDANTS AMERICAN ELECrRJC 
POWER SERVICE CORPORATION, ET AL; 

DAVID M. iEiNBEi 
Oe:aenll Couasel 
Amaic:1111 Eledric Power Service Corporation 
1 Riverside Plaza 
Columbus. Ohio 4321 S 
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OF 

EVERETT G. PHILLIPS 
ON BEHALF OF 

KENTUCKY POWER COMPANY 
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

CASE NO. 2014-00396 
 

I. INTRODUCTION 

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND POSITION. 1 

A. My name is Everett G.  Phillips.  My business address is 12333 Kevin Avenue, 2 

Ashland, Kentucky 41102.  I am the Managing Director of Distribution Region 3 

Operations for the Kentucky Power Company (KPCo or Company).  Kentucky Power 4 

Company is a subsidiary of American Electric Power Company (AEP). 5 

Q. PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND 6 

AND PROFESSIONAL EXPERIENCE. 7 

A. I earned a bachelor’s degree in Electrical Engineering in 1985 from West Virginia 8 

University.  I am a registered professional engineer in the Commonwealth of 9 

Kentucky.  I am a member of the National Society of Professional Engineers 10 

(NSPE).  I am an advisory board member of the Power and Energy Institute of 11 

Kentucky (PEIK) for University of Kentucky and a member of the applied process 12 

technologies advisory committee for the Ashland Community and Technical 13 

College.  Throughout my career, I have held positions of increasing responsibility.  In 14 

1998, I was promoted to the KPCo Pikeville district superintendent position, and in 15 

2000, I became the Pikeville district manager.  In 2004, I moved to Ashland, Kentucky 16 
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where I was Director of Customer and Distribution Operations.  In 2011, I assumed my 1 

current position. 2 

Q. WHAT ARE YOUR RESPONSIBILITIES AS MANAGING DIRECTOR OF 3 

DISTRIBUTION REGION OPERATIONS? 4 

A. I am responsible for overseeing the planning, construction, operation and 5 

maintenance of KPCo’s distribution system.  My duties include the oversight and 6 

management of service extension to new customers, the safe and reliable delivery of 7 

service to our customers and the restoration of service when outages occur.  My 8 

responsibilities also include overseeing KPCo’s Distribution Vegetation 9 

Management Program. 10 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION? 11 

A. Yes.  I have testified before this Commission and filed testimony in the Company’s 12 

base rate case filing, Case No. 2009-00459. 13 

II. PURPOSE OF TESTIMONY 14 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 15 

A. The purpose of my testimony is to provide an overview of KPCo’s current power 16 

quality and service reliability programs.  I will discuss the yearly Distribution 17 

Operation and Maintenance (O&M) expenses and capital spending since the last base 18 

case (Case No. 2009-00459).  Finally, I will discuss the Company’s progress in the 19 

implementation of the Distribution Vegetation Management Plan (Plan), and the 20 

changes to the Plan being proposed by the Company. 21 

Q. ARE YOU SPONSORING ANY EXHIBITS AS PART OF YOUR 22 

TESTIMONY? 23 
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A. Yes.  I am sponsoring the following exhibits attached to my testimony: 1 

 Exhibit  Description 2 

 EXHIBIT EGP-1 Map of the KPCo Service Area 3 

EXHIBIT EGP-2 Forest Land Distribution for State of Kentucky 4 

 III. CURRENT DISTRIBUTION RELIABILITY PROGRAMS  

Q. PLEASE DESCRIBE THE DISTRIBUTION SYSTEM THAT SERVES 5 

KPCO’S CUSTOMERS. 6 

A. KPCo serves approximately 172,000 retail customers in Kentucky in a service area 7 

that covers approximately 3,780 square miles.  KPCo’s Distribution System includes 8 

approximately 10,000 pole miles of primary and secondary voltage lines.  KPCo 9 

delivers reliable electric service to our customers by having adequate distribution 10 

facilities in place and by working to protect those facilities from hazards that 11 

interrupt service. 12 

Q. HOW DOES KPCO CURRENTLY MAINTAIN RELIABILITY ON ITS 13 

DISTRIBUTION SYSTEM? 14 

A. KPCo uses a combination of programs to maintain its distribution infrastructure.  15 

These programs are designed to reduce the number of service interruptions and to 16 

minimize their impact on customers.  The programs can be divided into three major 17 

categories:  18 

1) Distribution Asset Management;  19 

2) Major Distribution Reliability and Capacity Additions; and  20 
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3) Distribution Vegetation Management. 1 

Q. PLEASE DESCRIBE KPCO’S DISTRIBUTION ASSET MANAGEMENT 2 

PROGRAMS.  3 

A. The Distribution Asset Management Programs are designed to maximize the 4 

efficiency of expenditures and optimize system performance.  KPCo has ten Asset 5 

Management Programs.  The programs and their roles with respect to the 6 

distribution system are as follows:  7 

1. Overhead Circuit Facilities: Inspection and Maintenance Program:  8 

Every two year under this program, KPCo visually inspects its overhead 9 

facilities to identify and correct potential problems before they can lead to 10 

an outage.  Through identifying and repairing such potential problems, 11 

KPCo’s customers experience fewer service interruptions. 12 

2. Animal Mitigation Program: The objective of this Asset Management 13 

Program is to reduce the number of animal-caused outages by installing 14 

animal guards on line transformers and other line equipment at locations 15 

that have had, or potentially may have, a high risk of animal-caused 16 

outages. 17 

3. Capacitor Inspection and Maintenance Program:  The purpose of this 18 

program is to inspect and maintain all fixed and switched capacitor 19 

installations to ensure these devices are functioning properly.  These 20 

capacitor installations provide voltage support throughout the KPCo 21 

service territory and are a critical component in the implementation of 22 

Volt/VAR Optimization (VVO). 23 
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4. Underground Facilities Inspection and Maintenance Program:  Every 1 

two years under this Asset Management Program, KPCo visually inspects 2 

the external, above-ground portions of underground distribution facilities 3 

to identify and correct problems before they can cause an outage.  4 

Through these inspections, KPCo identifies and repairs such things as 5 

transformers, pedestals, and switchgear.  6 

5. Pole Inspection and Maintenance Program: The primary objective of this 7 

Asset Management Program is to maintain and prolong the mechanical 8 

integrity of KPCo’s wood poles.  As necessary, poles are treated, treated 9 

and reinforced, or replaced.  This program helps KPCo identify and 10 

replace poles that might otherwise fail and cause power interruptions. 11 

6. Recloser Maintenance / Replacement Program: The objective of this 12 

program is to perform preventive maintenance on reclosers, or to replace, 13 

as needed, recloser units that are not operating properly.  When a recloser 14 

device senses a fault, the device will automatically open and allow a brief 15 

period of time for the cause of the fault to clear from the line.  The 16 

reclosing equipment will then automatically re-energize the circuit.  A 17 

recloser that does not open and close properly can turn a momentary 18 

interruption into a sustained interruption of service, or result in an 19 

interruption to more customers than necessary.  20 

7. Overhead Conductor Program: This program minimizes primary and 21 

secondary conductor failures by replacing overhead conductors that show 22 

signs of wear.  Targeted areas generally come from historical reliability 23 
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data or from the overhead facilities inspection program where an 1 

abnormal number of splices were found in the field for a section of line. 2 

8. Underground Cable Program:  The objective of this program is to correct 3 

underground primary cable deficiencies by restoring the integrity of cable 4 

through either cable injection or cable replacement.  As is the case with 5 

KPCo’s Overhead Conductor Program, this program targets areas 6 

experiencing circuit interruptions and lessens the likelihood of future 7 

interruptions to our customers. 8 

9. Lightning Mitigation Program:  The objective of this Asset Management 9 

Program is to reduce the number of lightning-caused outages through the 10 

installation of new lightning arresters at locations within areas known to 11 

be prone to lightning-caused outages. 12 

10. Sectionalizing Program:  This Asset Management Program improves the 13 

reliability of KPCo’s distribution circuits by adding new, or modifying 14 

existing, sectionalizing devices.  These sectionalizing devices may be 15 

manual pole top switches or automatic devices such as reclosers or fused 16 

cutouts.  The addition of manual switches where warranted allows the 17 

outage duration to be lessened for the customers served by the unaffected 18 

portions of the circuit that can be reenergized.  Fused cutouts or reclosers 19 

work to remove a faulted section of the circuit from service and prevent 20 

the entire circuit from experiencing a sustained outage.  This enhanced 21 

sectionalizing capability results in smaller circuit segments and fewer 22 

customers being interrupted after faults occur on distribution circuits. 23 
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Q. PLEASE DESCRIBE WHAT IS INCLUDED IN THE MAJOR DISTRIBUTION 1 

RELIABILITY AND CAPACITY ADDITIONS PROGRAM. 2 

A. KPCo’s planning efforts identify areas where the increasing or shifting demand for 3 

electricity is approaching the limit of the Distribution System’s existing load capacity.  4 

These specific projects re-conductor portions of the existing distribution circuits or 5 

allow portions of a circuit to be reconfigured.  The expansion of the Distribution 6 

System to serve new customers can also result in the upgrade or replacement of 7 

distribution facilities to maintain and enhance reliable service to KPCo’s customers.  8 

Q. PLEASE DESCRIBE KPCO’S EXISTING DISTRIBUTION VEGETATION 9 

MANAGEMENT PROGRAM. 10 

A. KPCo’s vegetation management practices are conducted in accordance with 11 

standards established by the American National Standards Institute (ANSI), the 12 

Occupational Safety and Health Administration (OSHA), and the National Electrical 13 

Safety Code (NESC), and include such things as pruning and removing trees; safety 14 

and worker protection; work clearances and training requirements; and safety 15 

clearance guidelines. 16 

The Company is currently implementing a Commission approved schedule to 17 

transition KPCo’s Distribution Vegetation Management Program from a 18 

performance-based to a cycle-based approach.  After the transition is complete, 19 

KPCo will trim vegetation adjacent to all distribution circuits on a four-year cycle.  20 

The KPCo service territory is located in an area with rugged terrain and dense 21 

forests (Compare Exhibit EGP-1 to Exhibit EGP-2.).  Once fully implemented, the 22 
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four-year trim cycle is expected to improve tree-related distribution circuit reliability 1 

further through the increased frequency of re-clearing Rights-of-Way (ROW). 2 

IV. CAPITAL INVESTMENT 

Q. PLEASE SUMMARIZE THE YEARLY DISTRIBUTION CAPITAL COSTS 3 

SINCE THE TEST YEAR END OF THE LAST BASE RATE CASE. 4 

A. The following Table 1 provides a summary of the Distribution Capital Costs since 5 

September 30, 2009, and includes FERC Account 107 – Construction Work In 6 

Progress (CWIP). 7 

Table 1 - KPCo 2009-2014 Capital Costs ($ Millions) 8 

Category 2009* 2010 2011 2012 2013 2014** Total 
Asset Improvement $1.7 $7.1 $9.4 $11.4 $8.3 $7.2 $45.0 
Customer Service $3.7 $16.3 $16.1 $18.6 $16.4 $10.1 $81.2 

Forestry $1.7 $1.3 $1.4 $2.5 $3.4 $2.6 $13.0 
Other ($0.1) $0.1 $1.1 $0.7 $0.5 $0.3 $2.6 

Reliability $2.4 $4.7 $7.5 $11.2 $17.8 $5.8 $49.4 
System Restoration $2.8 $1.6 $2.9 $8.8 $2.2 $3.0 $21.4 

Total $12.3 $31.1 $38.5 $53.2 $48.5 $29.0 $212.6 
* The 2009 period is for October 1, 2009 thru December 31, 2009. 9 
** The 2014 period is for January 1, 2014 thru September 30, 2014. 10 

Q. PLEASE EXPLAIN EACH OF THE CAPITAL PROJECT CATEGORIES. 11 

A. Each year, KPCo completes a significant number of capital projects of varying 12 

degrees of complexity and dollar value.  The majority of capital projects completed 13 

by KPCo can be classified under one of six general categories.  The general capital 14 

project categories are described as follows: 15 

1. Asset Improvement:  Asset Improvement projects generally include 16 

replacement of obsolete equipment and other aging infrastructure, as well 17 

as the addition of new assets that support projects associated with smart 18 

grid such as the Distribution Automation – Circuit Reconfiguration 19 
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(DACR) technology.  DACR projects automatically reconfigure 1 

distribution circuits during fault conditions to minimize the impact of 2 

outages to the fewest number of customers.  These projects include both 3 

line and station equipment.  This project category also has a significant 4 

impact on reducing customer outage minutes and improving customer 5 

reliability. 6 

2. Customer Service:  This category of projects supports new customer 7 

facilities, meter installations and other customer requirements.  8 

3. Forestry:  Forestry capital projects generally involve ROW widening and 9 

clearing ROW for new lines.  ROW widening continues to be an 10 

important initiative to reduce tree contacts and fall-ins, which cause 11 

customer outages. 12 

4. Reliability:  Reliability projects are specific projects that target known 13 

reliability issues impacting groups of customers or entire circuits.  Also, 14 

these projects add capacity to the system, which include new lines or 15 

stations, additions to existing facilities, and replacing existing assets with 16 

higher capacity assets such as re-conductoring an existing line with an 17 

increased conductor size. 18 

5. System Restoration:  These projects replace assets that have failed.  19 

Capital projects completed during storm restoration are typical system 20 

restoration projects. 21 
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6.  Other:  These are projects that are different from the other project 1 

categories and include miscellaneous projects or distribution projects that 2 

support other business units. 3 

Capital investment is a key component in the Company’s strategy for 4 

maintaining the Distribution System and improving system reliability.  Another key 5 

component is the O&M associated with each of these categories.  In the next section 6 

of my testimony, I describe the Test Year O&M expense and how it supports each of 7 

these capital project categories.  Additionally, the O&M inspection and maintenance 8 

programs are an important element in the process to identify and prioritize the 9 

capital projects that need to be completed. 10 

V. O&M EXPENSES 

Q. WHAT IS THE KPCO DISTRIBUTION O&M EXPENSE FOR THE TEST 11 

YEAR? 12 

A. KPCo’s unadjusted, actual Distribution O&M Expense for the Test Year was 13 

approximately $43.8 million.  The Test Year for the O&M expense is the 12-month 14 

period ending September 30, 2014, and it is based on twelve months of actual 15 

expenses.   16 

Q. HOW DOES THE TEST YEAR DISTRIBUTION O&M EXPENSES 17 

COMPARE WITH HISTORIC LEVELS FOR KPCO? 18 

A. The test year Distribution O&M expenditures compare favorably with the amounts 19 

spent annually during the 2009-2013 periods as shown in Table 2.  The actual Test 20 

Year Distribution O&M Expenses shown in Table 2 provides the O&M Expense 21 
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levels necessary during calendar years 2009 through 2013 to support the Distribution 1 

Asset Management Programs, as well as the expenditures for the test year.   2 

Table 2 - KPCo Distribution O&M Expenses by Year ($ Millions) 3 

General Category 2009 2010 2011 2012 2013 Test Yr 
Asset Improvement $4.9 $4.6 $5.6 $4.2 $4.6 $4.7 
Customer Service $1.2 $1.6 $1.3 $0.7 $0.8 $1.0 

Forestry $6.6 $12.7 $17.3 $17.2 $17.3 $17.0 
Other $3.8 $13.8 $4.8 $5.4 $4.5 $4.8 

Regulatory Asset $0.0 $0.0 $4.7 $4.7 $4.7 $4.7 
Reliability $1.0 $0.8 $0.5 $0.3 $0.6 $0.6 

System Restoration $12.2 $6.2 $10.2 $7.8 $6.9 $10.9 
Grand Total $29.7 $39.6 $44.4 $40.4 $39.3 $43.8 

 

The expenditures shown in Table 2 are those amounts booked in FERC 4 

Accounts 580–598. 5 

Q. PLEASE DESCRIBE THE MAJOR COMPONENTS OF THE 6 

DISTRIBUTION O&M EXPENSES INCLUDED IN THE TEST YEAR. 7 

A. The largest O&M expense of the Test Year is the Forestry expense that is required to 8 

implement the Company’s Distribution Vegetation Management Plan approved by 9 

the Commission in Case No. 2009-00459.  This level of Forestry expense is 10 

expected to continue until the initial re-clear of all distribution circuits are 11 

completed, after which time the Forestry expense will be adjusted to the level 12 

required to maintain the four-year trim cycle.  The System Restoration expense can 13 

vary from year-to-year, and is largely dependent on weather events throughout each 14 

year.  The Customer Service expense provides the necessary O&M to support 15 

customer programs and address customer issues.  The Asset Improvement expense is 16 

the O&M required to support capital additions such as the replacement of poles, 17 
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towers, fixtures, conductors, line transformers and station equipment.  The other 1 

major category is the Regulatory Assets expense, which was approved by the 2 

Commission to recover the cost of major storm restoration efforts. 3 

VI. DISTRIBUTION VEGETATION MANAGEMENT PLAN 

Q. WHY WAS THE KPCO VEGETATION MANAGEMENT PLAN 4 

ESTABLISHED BY THE COMPANY? 5 

A. Beginning as early as the Company’s 2005 rate case, KPCo recognized the need to 6 

secure through ratemaking the additional funding necessary to expand the Company’s 7 

distribution vegetation management efforts.  The Company’s service territory includes 8 

some of the most rugged and heavily forested terrain in the Commonwealth (See 9 

Exhibits EGP-1 and EGP-2).  The additional vegetation management expenditures 10 

were critical to the Company’s efforts to improve its distribution system reliability 11 

because vegetation within and outside the Company’s ROW can grow into or fall onto 12 

the Company’s distribution facilities causing outages.  As part of the settlement 13 

agreement in Case No. 2009-00459, Kentucky Power agreed to increase its vegetation 14 

management O&M expenditures by an additional $10 million annually to 15 

$17,237,965.  In addition, KPCo also agreed to maintain its vegetation management 16 

capital expenditures of approximately $2 million annually.  17 

Q. DID THE COMMISSION APPROVE THE SETTLEMENT AGREEMENT, 18 

INCLUDING THE COMPANY’S DISTRIBUTION VEGETATION 19 

MANAGEMENT PLAN? 20 

A. Yes.  On June 28, 2010, the Commission issued an Order approving the unanimous 21 

settlement agreement.  Under the Order, the increased distribution vegetation 22 
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management expenditures were to be continued annually until the effective date of the 1 

rates established in the Company’s next base rate case.  In addition to funding the 2 

additional $10 million in distribution vegetation management O&M expenditures, the 3 

agreement approved by the Commission imposed reporting requirements on the 4 

Company.  By September 30 of each year, the Company has been required to provide 5 

the Commission with a work plan outlining the Vegetation Management Plan 6 

expenditures for the following year.  Beginning April 1, 2011 and in subsequent years, 7 

the Company also has been required to provide the Commission with a report on 8 

system reliability and the expenditure of funds for the previous year. 9 

In addition to its immediate effect on distribution system reliability, the 10 

Company’s distribution vegetation management plan was intended to allow the 11 

Company to transition to a four-year re-clearing cycle to enable and maintain the 12 

reliability gains. 13 

Q. PLEASE SUMMARIZE THE CURRENT STATUS OF THE KPCO 14 

VEGETATION MANAGEMENT PLAN. 15 

A. The Company has completed more than four full years of work under the Plan.  It was 16 

originally estimated it would take approximately seven years at the approved funding 17 

level to re-clear all distribution circuits.  As discussed below, it now appears it will 18 

take more than seven years at current funding levels to re-clear all distribution circuits.  19 

Table 3 provides a summary of the vegetation management work plan as completed 20 

through 2014: 21 

Table 3 – Summary of Vegetation Management Plan Completed 22 

Description 2010* 2011 2012 2013 2014** Total 
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Circuits Completed 5 20 22 22 18 87 
Miles Completed 463 943 878 826 829 3,939 
Brush Cut Acres 848 2,419 1,393 1,471 1,297 7,428 
Brush Spray Acres 1,372 2,012 1,879 2,549 2,270 10,082 
Tree Removal 111,010 232,457 233,676 237,549 184,117 998,809 
Tree Trim 46,736 62,618 70,568 79,334 47,197 306,453 

* The 2010 period is from June 29 through December 31, 2010. 1 
** The 2014 period is from January 1 through September 30, 2014. 2 

In addition, more complete details of the circuits completed are provided in the annual 3 

progress reports filed on or before April 1 of each year.   4 

Q. DOES THE COMPANY MANAGE THE VEGETATION MANAGEMENT 5 

PLAN TO THE SPENDING TARGETS AGREED UPON IN CASE  NO. 2009-6 

00459? 7 

A. Yes.  While the Company strives to achieve the annual target expenditure amounts, it 8 

is difficult to achieve the numbers precisely due to unplanned work that may arise, the 9 

complexity of the work schedules, the balancing of resources and not knowing the 10 

exact amount of overheads that might be applied in the final accounting.  Even though 11 

any given year may be slightly over or under the target, the Company has met its 12 

expenditure obligation for the nearly four and one-half years the program has been in 13 

operation.  Table 4 provides a summary of the actual vegetation expenditures through 14 

September 30, 2014. 15 

Table 4 – Summary of Vegetation Management Plan Costs ($ Million) 16 

Description 2010* 2011 2012 2013 2014** Total 
O&M Expenses $9.0 $17.3 $17.0 $17.5 $13.3 $74.0 
Capital Costs $0.5 $1.4 $2.5 $3.4 $2.6 $10.5 
* 2010 costs are from June 29 through December 31, 2010. 17 
** 2014 costs are from January 1 through September 30, 2014. 18 

The Distribution Vegetation Management Plan expenditures are provided in more 19 

detail in the annual progress reports filed on or before April 1 of each year. 20 
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Q. HAS THE COMPANY INCREASED THE NUMBER OF VEGETATION 1 

CONTRACTOR FULL-TIME-EQUIVALENT (FTE) EMPLOYEES SINCE 2 

THE IMPLEMENTATION OF THE VEGETATION MANAGEMENT PLAN? 3 

A. Yes.  Since the implementation of the Plan, the Company has more than doubled the 4 

vegetation contractor FTE employees.  These numbers fluctuate during the year due to 5 

the transient nature of these employees and the balancing of these employees by the 6 

contractor for work within and outside KPCo.  Adding vegetation contract employees 7 

requires recruitment and extensive training over multiple years to fully develop the 8 

skills necessary to perform the various types of vegetation management work required 9 

in KPCo’s service territory. 10 

Q. IS THE PLAN ACHIEVING IMPROVED RELIABILITY METRICS? 11 

A. Yes.  Table 5 provides a summary of the annual reliability metrics since 2009.  The 12 

implementation of the Vegetation Management Plan began mid-2010: 13 

Table 5 – Summary of KPCo Reliability Metrics 14 

Description 2009 2010 2011 2012 2013 2014* 
SAIFI 2.556 2.470 3.085 2.417 2.144 2.307 
CAIDI 194.5 169.4 195.4 189.5 178.5 218.5 
SAIDI 497.1 418.4 602.8 458.0 382.7 504.1 

* 2014 metrics reflect 12 months ending September. 15 

The details of the Company’s annual reliability metrics are provided in the annual 16 

progress reports filed on or before April 1 of each year. 17 

Q. PLEASE DEFINE THESE RELIABILITY METRICS AND EXPLAIN HOW 18 

THE METRICS ARE USED TO IMPROVE RELIABILITY? 19 

A. SAIDI, CAIDI and SAIFI are defined in IEEE 1366-2012, the “IEEE Guide for 20 

Electric Power Distribution Reliability Indices”.  SAIDI (System Average Interruption 21 
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Duration Index) indicates the total duration of interruption for the average customer 1 

during a predefined period of time, and it is defined as the “Summation of Customer 2 

Interruption Duration” divided by the “Total Number of Customers Served”.  CAIDI 3 

(Customer Average Interruption Duration Index) represents the average time required 4 

to restore service to customers, and it is defined as the “Summation of Customer 5 

Interruption Duration” divided by the “Total Number of Customers Interrupted”.  6 

SAIFI (System Average Interruption Frequency Index) indicates how often the average 7 

customer experiences a sustained interruption on an annual basis, and is defined as the 8 

“Summation of the Total Number of Customers Interrupted” divided by the “Total 9 

Number of Customers Served”.  By monitoring these metrics over an extended period 10 

of time, the Company can determine if its reliability strategy is achieving the desired 11 

goals or if the strategy need to be modified to achieve the desired results. 12 

Q. SINCE THE PROGRAM BEGAN IN 2010, KPCO HAS EXPENDED ALMOST 13 

$85 MILLION ON ITS DISTRIBUTION VEGETATION MANAGEMENT 14 

PROGRAM.  WHY HAVE THE RELIABILITY METRICS NOT IMPROVED 15 

MORE OVER THE PAST FOUR YEARS? 16 

A. In addition to vegetation in the ROW, the principal target of the Company’s 17 

Distribution Vegetation Management Program, reliability metrics are also affected by 18 

external factors such as weather and tree contact from outside the ROW.  These 19 

external factors are neither predictable nor controllable by the Company, and can make 20 

year-to-year comparisons misleading.   21 

For instance, as the Company improves vegetation management within its 22 

ROW and continues its asset management programs, weather events will cause less 23 
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damage to the utility system.  Storms that would have produced enough damage to be 1 

categorized as major events in the past may now result in less, but still significant 2 

damage.  This can result in the SAIDI metric actually worsening since major events 3 

are excluded from the index calculations, but the less damaging storms cannot be 4 

excluded.  As an example, this situation occurred during a severe ice storm that began 5 

the evening of February 4, 2014 and continued into February 5.  The Company’s 6 

response to the outages resulting from that storm was immediate and extensive.  7 

However, due to the immediate and extensive Company response, the improved ROW, 8 

and the storm outages partially spanning two different days, this severe storm was not 9 

considered a major event by the IEEE methodology and regulatory rules.  These two 10 

days contributed fifty-three minutes toward the Company’s SAIDI metric in 2014.  If 11 

this storm had occurred in a previous year, it would likely have been excluded as a 12 

major event.  See Graphs 2 and 3 to see the impact of this single storm on the SAIDI 13 

metrics. 14 

Q. PLEASE EXPLAIN HOW PRECIPITATION CAN AFFECT RELIABILITY 15 

METRICS. 16 

A. While excessive rainfall in itself typically does not cause outages, the wind and 17 

lightning associated with an increased number or length of storms can increase 18 

unexpected outages.  The higher than normal rainfall also causes an increase in the 19 

vegetation growth rates.  This increased vegetation growth increases the likelihood of 20 

vegetation outages, and because increased amounts of vegetation must be removed, 21 

slows the Company’s re-clearing efforts.   22 
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Q. DID THE COMPANY’S SERVICE TERRITORY EXPERIENCE HIGHER 1 

THAN NORMAL LEVELS OF PRECIPITATION FOR ANY PORTION OF 2 

THE PERIOD 2009-2014? 3 

A. Yes.  The average annual rainfall for Kentucky is approximately 47 inches per year.  In 4 

the twelve months ending September 2011, the average rainfall was 56 inches or 5 

approximately 19 percent above normal.  From October 2011 through September 6 

2014, the average September twelve-month ending rainfall has consistently been above 7 

normal.  Graph 1 below illustrates precipitation levels experienced in Eastern 8 

Kentucky from 2009 – 2014: 9 

Graph 1 – Illustration of Eastern Kentucky 12-Month Precipitation 10 

 11 
Data Source:  NOAA website, http://www.ncdc.noaa.gov/cag/time-series/us 12 

The 2011 spike in precipitation corresponds with the decrease in the 13 

Company’s reliability indices. 14 
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Q. WHAT OTHER EVIDENCE DOES THE COMPANY HAVE THAT ITS 1 

DISTRIBUTION VEGETATION MANAGEMENT PROGRAM HAS 2 

IMPROVED ITS DISTRIBUTION SYSTEM RELIABILITY? 3 

A. The principal focus of the Company’s Distribution Vegetation Management Plan is the 4 

elimination of vegetation within the Company’s ROWs.  This vegetation, which 5 

typically is in closest proximity to the Company’s distribution facilities, is most likely 6 

to result in system outages.  As evidenced by Graph 2 below, the Company’s 7 

Distribution Vegetation Management Program has reduced the SAIDI for interruptions 8 

resulting from tree contact from inside the ROW. 9 

Graph 2 – KPCo SAIDI from Vegetation Inside the ROW 10 

 11 
Note:  Excludes Major Storms 12 

 13 

This improvement contrasts with the lack of improvement in outage duration in 14 

connection with outages caused by vegetation outside the ROW: 15 

Graph 3 – KPCo SAIDI from Vegetation Outside the ROW 16 



PHILLIPS - 20 
 
 

 

 1 
Note:  Excludes Major Storms 2 

Q. YOU JUST INDICATED THAT THE FOCUS OF THE COMPANY’S 3 

DISTRIBUTION VEGETATION MANAGEMENT PROGRAM HAS BEEN 4 

VEGETATION WITHIN THE COMPANY’S ROW.  DOES KPCO IGNORE 5 

VEGETATION OUTSIDE ITS ROW? 6 

A. No.  The Company is also alert to, and seeks to address, danger trees outside its ROW.  7 

Danger trees are trees that may be distressed due to disease, insect damage, dead 8 

limbs, or that lean toward the ROW, or that pose a danger of falling into the 9 

Company’s distribution facilities because of loose soil conditions or exposed roots.  A 10 

distribution ROW typically varies between thirty- and forty-feet wide.  If a sixty-foot 11 

tree falls from just outside the ROW, it will likely make contact with the distribution 12 

circuit.  This problem is further exacerbated when the danger tree is on a hillside 13 

above the ROW.  With the aid of gravity, the danger tree can easily end up in the 14 

ROW if the tree falls. 15 

Q. WHAT IS THE COMPANY DOING TO ADDRESS THE INCREASE IN 16 

OUTAGES CAUSED BY VEGETATION OUTSIDE THE ROW? 17 
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A. When trees are removed from outside the ROW, the Company must work with 1 

property owners to obtain permission and address any concerns.  This can result in 2 

additional costs and delays.  The Company has increased the amount of its capital 3 

spending (tree removals are charged to capital if the ROW is widened) to widen 4 

existing ROWs and to remove additional danger trees outside the ROW.  As shown in 5 

Table 4 above, KPCo’s capital costs have been increasing each year to support efforts 6 

to address outages caused by vegetation outside the ROW. 7 

Q. ARE THERE OTHER FACTORS THAT IMPACT THE COST OF 8 

REMOVING TREES FROM WITHIN OR OUTSIDE THE ROW? 9 

A. Yes.  As indicated in Exhibit EGP-2, the KPCo service territory has the highest 10 

volume of trees with a diameter greater than five inches within the Commonwealth of 11 

Kentucky.  In order for vegetation contractors to safely remove a tree equal to or 12 

greater than five inches, roping of the tree is required.  The safety rule states that the 13 

tree shall be properly notched and back cut, and a rope shall be used to direct its fall in 14 

the required (intended) direction.  This rule helps to protect vegetation workers from 15 

trees falling in an unintended direction, but it also requires more time and cost to cut 16 

down the tree.  This rule also reduces the risk a tree will unintentionally fall into the 17 

distribution line and cause an outage. 18 

Also, herbicide application is a vital component of the KPCo Vegetation 19 

Management Program.  Judicious use of herbicides is cost effective and efficient, and 20 

a best management practice for achieving the goal of establishing low-growing plant 21 

cover in the ROW that has been cleared.  The spray program is essential in 22 

establishing and maintaining a four-year cycle.  The long-term benefits include 23 
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improved reliability, a reduction in future ROW maintenance costs, and improved 1 

access to the KPCo’s distribution facilities.  KPCo typically treats between 2,000 to 2 

3,000 acres of brush each year.  Treatment methods include high-volume foliar, basal 3 

treatment, stump application, low-volume foliar and aerial application. 4 

Q. ARE THE ACTIVITIES TO WIDEN THE ROW AND REMOVE DANGER 5 

TREES OUTSIDE THE ROW YIELDING ANY POSITIVE RESULTS? 6 

A. Yes.  Even though the Company is seeing an increase in the number of outages due to 7 

vegetation contact outside the ROW in 2014, more of the SAIDI duration minutes 8 

were caused by trees from outside the ROW on lines that have not been cleared versus 9 

lines that have been cleared by a two-to-one ratio.  Currently, the danger trees are only 10 

being removed from outside the ROW on the distribution lines actively being cleared.  11 

As the Company continues to clear distribution lines end-to-end, widen ROWs and 12 

remove danger trees, it is expected that fewer trees from outside the ROW will impact 13 

SAIDI. 14 

VII. PROPOSED MODIFICATION OF THE COMPANY’S  

EXISTING DISTRIBUTION VEGETATION MANAGEMENT PLAN 

Q. IS THE COMPANY PROPOSING ANY CHANGES TO ITS EXISTING 15 

DISTRIBUTION VEGETATION MANAGEMENT PLAN? 16 

A. Yes.  The original 2010 Vegetation Management Plan work and completion estimates 17 

were based on the best information available at the time.  Since that time, the 18 

Company has gained multiple years of experience and can better estimate the unit 19 

costs required for the various types of vegetation work, the number of hours needed to 20 

perform the work, as well as the total work that needs to be completed.  For example, 21 
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the Company originally estimated that 763,000 trees would need to be removed to re-1 

clear its distribution system in its entirety.  In the first four years of the program, the 2 

Company has already removed over a million trees.  Additionally, since undertaking 3 

the current plan, the Company determined that the amount of vegetation in or in close 4 

proximity to its energized facilities and the time it would take to safely and 5 

productively increase the vegetation management workforce to higher staffing levels 6 

had both been underestimated.  Moreover, above-normal precipitation has also 7 

contributed to higher vegetation growth rates and increased the required work to clear 8 

and keep the ROW clear.  Based on this experience, the Company now estimates it 9 

will require eight and one-half years to complete the re-clearing of every circuit instead 10 

of the original estimate of seven years. 11 

Q. WHAT CHANGES TO THE VEGETATION MANAGEMENT PLAN ARE 12 

BEING PROPOSED BY KPCO? 13 

A. There are three fundamental tasks that are required at specific intervals to complete the 14 

transition from the former performance-based vegetation management program to a 15 

four-year cycle-based vegetation management program:   16 

1. The first task is the initial end-to-end re-clearing of every distribution 17 

circuit ROW as contemplated by the unanimous settlement agreement.  18 

This task originally was estimated to take approximately seven years 19 

(transition period).  In fact, as discussed above, it now appears eight and 20 

one-half years will be required. 21 

2. The second task is the interim maintenance or subsequent second pass-22 

through prior to the establishment of a four-year cycle.  If undertaken 23 
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within four to five years of the initial re-clearing, this second task can be 1 

performed at the lower maintenance cost.  If delayed more than four to five 2 

years from the initial re-clearing of the vegetation growth, this second task 3 

requires funding at the higher re-clearing cost levels.   4 

3. The third task is the initiation of the four-year cycle through the clearing at 5 

“maintenance cost levels” of approximately one-fourth of the distribution 6 

circuit ROW miles each year. 7 

Q. HOW DOES THE COMPANY PROPOSE TO IMPLEMENT THESE 8 

MODIFICATIONS? 9 

A. These tasks can be accomplished through different scenarios.  The primary difference 10 

between the scenarios is the timing, duration, and cost of the three tasks described in 11 

the previous response.  KPCo’s 2015 Distribution Vegetation Management Plan, 12 

which was filed September 30, 2014, presented three scenarios for the establishment 13 

of a four-year maintenance cycle.  In addition, following a meeting with Staff and a 14 

representative of the Office of the Attorney General in October 2014, the Company 15 

developed a fourth scenario.  The following Tables 6 – 9 illustrate the types and timing 16 

of tasks (as described above) being undertaken each year to implement a four-year 17 

cycle.   18 

Under Scenario 1, the first task will continue at the funding levels established 19 

in the Unanimous Settlement Agreement in Case No. 2009-00459.  The first task will 20 

be completed by the end of 2018.  Beginning with the completion of the first task, the 21 

company in 2019 will begin the second pass through or the start of the second task at a 22 

higher re-clear cost.  Eight and one-half years will have elapsed before the second 23 
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pass-through begins.  After this much time, vegetation will have grown back into the 1 

energized lines thereby requiring the more extensive and costly work at re-clear cost 2 

levels.  Beginning in 2023, the third task will be completed at a lower maintenance 3 

cost level as circuits were previously cleared four years prior.  See the following Table 4 

6 for the timing of the tasks in Scenario 1: 5 

Table 6 – Scenario 1 6 

 7 

Under Scenario 2, the Company continues the first task at the funding levels 8 

established in the Unanimous Settlement Agreement in Case No. 2009-00459.  As in 9 

Scenario 1, the first task will be completed by the end of 2018.  However, starting in 10 

mid-2015, the second task, which targets those circuits previously cleared in the latter 11 

half of 2010 and at the beginning of 2011, is initiated.  Additional funds beginning at 12 

the start of the second task will be required to perform the interim clear.  During the 13 

2015-2018 periods, the vegetation management program will be working on both the 14 

first and second task.  The second task will be at a lower maintenance cost due to the 15 

shorter time elapsed between the initial and interim clearings.  The third task will 16 

begin in 2019 at a lower maintenance cost as those circuits scheduled to be trimmed 17 
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will have been cleared within the four to five year window.  See the following Table 7 1 

for the timing of the tasks in Scenario 2:  2 

Table 7 – Scenario 2 3 

 4 

Under Scenario 3, the Company will complete the initial re-clearing in mid-5 

2017 as initially projected in Case No. 2009-00459.  To do so will require increased 6 

funding beginning in 2015 in order for the first task to be completed.  Upon 7 

completion of the first task, the Company will begin mid-2017 the second pass-8 

through or the second task on its circuits.  The higher associated cost with the second 9 

task will be at re-clearing cost levels as seven years will have passed since the initial 10 

re-clear.  Vegetation will have grown back into the energized lines thereby requiring 11 

the more extensive and costly work.  In 2021, the third task will begin at the lower 12 

maintenance cost as those circuits scheduled to be trimmed will have been cleared 13 

within the previous four years.  See the following Table 8 for the timing of the tasks in 14 

Scenario 3: 15 
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Table 8 – Scenario 3 1 

 2 

Under Scenario 4, the Company will complete the initial re-clearing or the first 3 

task in mid-2017 as initially projected in Case No. 2009-00459.  However, starting in 4 

mid-2015, the second task, which targets those circuits previously cleared in the latter 5 

half of 2010 and the beginning of 2011, is initiated.  Increased funding beginning in 6 

2015 will be required to complete the first task or the initial re-clear along with 7 

additional funds for the start of the second task or to perform the interim clear.  During 8 

2015 to mid-2017, the vegetation management program will be working on both the 9 

first and second task.  The second task will be at a lower maintenance cost due to the 10 

shorter time elapsed between the initial and interim clearings.  Upon completion of the 11 

first and second task, the third task will begin in mid-2017 at a lower maintenance cost 12 

as those circuits scheduled to be trimmed will have been cleared within the four to five 13 

year window.  See the following Table 9 for the timing of the tasks in Scenario 4: 14 
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Table 9 – Scenario 4 1 

 

Q. YOU INDICATE THE MAINTENANCE COST LEVEL IS LESS THAN THE 2 

CLEARING COST LEVEL.  WHAT ARE THE ESTIMATED COSTS OF THE 3 

TWO LEVELS OF WORK? 4 

A. For 2015, the Company estimates re-clearing costs of $17,605 per mile.  This estimate 5 

is based upon the actual per mile initial clearing costs incurred by KPCo in the first 6 

three quarters of 2014.  This estimate requires a one percent cost per mile 7 

improvement over 2014, but with the inflation cost estimated at two percent, an actual 8 

three percent improvement is required to attain the 2015 re-clearing mileage.  The 9 

2015 maintenance level costs are estimated at $10,563, or sixty percent of the re-10 

clearing cost. 11 

Q. IS THE WORK PROPOSED TO BE PERFORMED BEYOND THE INITIAL 12 

CLEARING OF THE COMPANY’S DISTRIBUTION SYSTEM RELATED TO 13 

THE DELAY IN THE COMPLETION OF THE INITIAL SYSTEM 14 

CLEARING? 15 

A. No.  Even if the Company had been able to complete the initial clearing within the 16 

previously estimated seven years, some sort of interim funding increase would have 17 
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been required to allow KPCo to implement the four-year cycle at the maintenance cost 1 

level. 2 

Q. WHAT WILL BE THE OVERALL COST OF THE IMPLEMENTATION OF A 3 

FOUR YEAR CYCLE AT MAINTENANCE COST LEVEL? 4 

A. The final cost depends on the scenario selected.  Among the variables affecting both 5 

the annual and overall cost are: 6 

• Whether subsequent re-clearings are performed within four to five years of 7 

the initial clearing, subsequent re-clearings within four to five years of the 8 

initial clearing can be performed at the maintenance cost level, which is 9 

approximately sixty percent of the initial clearing cost.  After five years, the 10 

cost of clearing increases to the initial clearing cost because of the amount of 11 

vegetation that will have grown since the initial clearing. 12 

• Whether Roving Crews from outside the area must be deployed, Scenarios 13 

2, 3 and 4, for example, require the additional cost of Roving Crews, which are 14 

temporary tree crews from outside the KPCo service area.  These Roving 15 

Crews require a higher premium pay to provide for temporary housing and 16 

meal allowances since these crews are working outside their normal work 17 

areas.  The AEP System has experienced an estimated additional expenditure 18 

of one and one-half times the cost per mile where these types of crews have 19 

been used in the past.   20 

• The length of ROW being cleared and the particular task being performed 21 

in any year can impact costs.  For example, Scenario 4 requires 2,310 miles of 22 

ROW to be cleared in 2016.  Distributing the mileage into the specific task, 23 
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1,578 miles at re-clear cost (Task 1) and 732 interim clear miles at maintained 1 

cost (Task 2), Scenario 2, by contrast, projects only 1,752 of ROW being 2 

cleared for the same year.  The required mileage for the specific tasks is 986 3 

miles at re-clear cost (Task 1) and 771 interim clear miles at maintained cost 4 

(Task 2). 5 

The Table 10 below provides a cost comparison of each of the proposed 6 

scenarios: 7 

Table 10 – Scenario Cost Comparison 8 

Year Scenario 1 Scenario 2 Scenario 3 Scenario 4 
2010 $8,950,346 $8,950,346 $8,950,346 $8,950,346 
2011 $17,261,128 $17,261,128 $17,261,128 $17,261,128 
2012 $17,029,248 $17,029,248 $17,029,248 $17,029,248 
2013 $17,466,579 $17,466,579 $17,466,579 $17,466,579 
2014 $17,237,965 $17,237,965 $17,237,965 $17,237,965 
2015 $17,237,965 $27,661,060 $24,304,356 $40,801,455 
2016 $17,237,965 $27,664,598 $24,790,443 $41,125,000 
2017 $17,237,965 $27,661,949 $29,292,312 $29,775,649 
2018 $17,237,965 $27,664,089 $33,980,685 $21,456,386 
2019 $38,462,690 $20,251,822 $34,660,298 $20,251,822 
2020 $38,462,690 $20,049,303 $35,353,504 $20,049,303 
2021 $37,697,283 $19,848,810 $26,454,828 $19,848,810 
2022 $37,320,310 $19,650,322 $21,402,966 $19,650,322 
2023 $19,453,819 $19,453,819 $19,453,819 $19,453,819 
Total $317,909,291 $287,851,038 $327,638,477 $310,357,832 

 

Q. WHICH SCENARIO DOES THE COMPANY PREFER? 9 

A. The Company proposes Scenario 2 as the best alternative for improving vegetation-10 

related reliability and completing the transition to a four-year cycle at maintenance 11 

cost levels.  This scenario will transition the vegetation management program over to a 12 

four-year cycle-based program in the most efficient process, at the least cost, and with 13 

the fewest additional forestry employees over the long range plan.  The Company, 14 
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however, remains receptive to the input of other stakeholders as these various 1 

scenarios are discussed and considered. 2 

Q. DOES THE COMPANY NEED A RELIABILITY ADJUSTMENT TO THE 3 

TEST YEAR O&M TO SUPPORT THE PROPOSED SCENARIO 2? 4 

A. Yes.  The details of the reliability adjustment are shown in Section V, Exhibit 2, W19.  5 

The annual reliability amount approved in Case No. 2009-00459 is $17,237,965.  The 6 

total reliability adjustment recommended to support Scenario 2 is $10,655,900 as 7 

shown on Line No. 7.  This reliability adjustment would need to be modified if the 8 

scenario is modified or if a different scenario is selected. 9 

VII. CONCLUSION 

Q. MR. PHILLIPS, PLEASE SUMMARIZE YOUR TESTIMONY. 10 

A. The Company remains committed to establishing and maintaining a four-year 11 

vegetation maintenance cycle for distribution circuits.  Since the conception of the 12 

Vegetation Management Plan, the Company has worked through the details of 13 

developing and implementing the Plan.  As the Plan has evolved, the Company has 14 

improved the processes for estimating the time required to complete the various 15 

vegetation maintenance activities, the costs associated with those activities and the 16 

overall resources needed to complete the Plan commitment to ensure customers 17 

achieve acceptable reliability. 18 

Q. DOES THAT CONCLUDE YOUR DIRECT TESTIMONY? 19 

A. Yes, it does. 20 
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Exhibit EGP-2:  Forest Land Distribution for State of Kentucky 
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DIRECT TESTIMONY OF 
MARC D REITTER ON BEHALF OF 

KENTUCKY POWER COMPANY  
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

 
                                                      I.  INTRODUCTION 

 
 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND POSITION. 1 

 A. My name is Marc D. Reitter.  My business address is 1 Riverside Plaza, Columbus, 2 

Ohio 43215.  I am employed by American Electric Power Service Corporation 3 

(AEPSC) as Managing Director of Corporate Finance.  AEPSC, a wholly owned 4 

subsidiary of American Electric Power Company, Inc. (AEP), provides centralized 5 

professional and other services to subsidiaries of AEP.  AEP is the parent company 6 

of Kentucky Power Company (Kentucky Power or Company) and AEPSC is 7 

Kentucky Power’s services provider company.   8 

II. BACKGROUND 

Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND 9 

BUSINESS EXPERIENCE. 10 

A. I earned a Bachelor of Science in Business Administration from Arizona State 11 

University in 2000.  I earned a Master of Business Administration from the Fisher 12 

College of Business at The Ohio State University in 2007.  In January 2002, I was 13 

hired by AEPSC as an analyst in its AEP Texas Retail Group. I transferred to the 14 

Utility Group Business Services in December 2002 as a financial analyst. In 15 

December 2004, I was promoted to the Strategic Initiatives Group as a financial 16 

analyst. In February 2007, I transferred into the Corporate Finance Group as a 17 

financial analyst and progressed to Corporate Finance Manager in February 2010. 18 
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In October 2014, I was promoted to my current position as Managing Director of 1 

Corporate Finance. 2 

Q. WHAT ARE YOUR RESPONSIBILITIES AS MANAGING DIRECTOR OF 3 

CORPORATE FINANCE? 4 

 A. My responsibilities include planning and executing the corporate finance programs 5 

of the regulated operating companies in the AEP System, including Kentucky 6 

Power.  I am also responsible for preparing dividend payment recommendations for 7 

the companies in the AEP System, establishing capitalization targets, and managing 8 

the relationships between AEP and its subsidiaries with the credit rating agencies. 9 

 Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION? 10 

A. Yes. I testified before the Public Service Commission of Kentucky Case No. 2009-11 

00459 and submitted testimony in Case No. 2013-00197 on behalf of Kentucky 12 

Power. 13 

 Q. HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN ANY OTHER 14 

REGULATORY PROCEEDINGS? 15 

A. Yes.  I have submitted testimony and testified before the Virginia State Corporation 16 

Commission in Docket No. PUE-2011-00037 on behalf of Appalachian Power 17 

Company (APCO), an AEP operating company.  In addition, I have submitted 18 

testimony and testified on behalf of APCO before the Public Service Commission 19 

of West Virginia in Docket No. 10-0699-E-42T.  I have also submitted testimony 20 

and testified before the Public Utility Commission of Texas in Docket No. 40443 21 

on behalf of Southwestern Electric Power Company, another operating company of 22 

AEP. Further, I have submitted testimony before the Michigan Public Service 23 
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Commission in Docket No. U-16801 on behalf of Indiana Michigan Power 1 

Company, an operating company of AEP and most recently submitted testimony 2 

before the Indiana Utility Regulatory Commission in Cause No. 44543 on behalf of 3 

Indiana Michigan Power Company. 4 

III. PURPOSE OF TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 5 

PROCEEDING? 6 

A. The purpose of my testimony is to support certain historical and adjusted data 7 

incorporated in this application.  I will sponsor Kentucky Power Company’s 8 

proposed capital structure and cost of capital for ratemaking purposes, employing 9 

the cost of common equity, supported by Company witnesses Avera and McKenzie. 10 

Q. ARE YOU SPONSORING ANY SCHEDULES INCLUDED IN THE 11 

COMPANY’S FILING? 12 

A. Yes.  I am sponsoring the following Section V schedules and workpapers: 13 

• Section V Workpaper S-2 Page 1 of 3 14 

• Section V Schedule 3 (Columns 3 and 4, Lines 1-4) 15 

• Section V Workpaper S-3 Pages 1 and 2 16 

Q. WERE THE SCHEDULES PREPARED BY YOU OR UNDER YOUR 17 

DIRECTION? 18 

A. Yes. 19 

IV. PROPOSED COST OF CAPITAL AND CAPITAL STRUCTURE 

Q. WHAT IS KENTUCKY POWER’S PROPOSED COST OF CAPITAL FOR 20 

RATEMAKING PURPOSES?  21 
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A. For the test year ended September 30, 2014, Kentucky Power’s proposed after-tax 1 

weighted average cost of capital is 7.71%, as illustrated on Section V, Workpaper 2 

S-2, page 1 of 3.  3 

Q. HAS KENTUCKY POWER’S DEBT TO CAPITALIZATION RATIO 4 

RETURNED TO A LEVEL APPROXIMATING THE LEVEL THAT 5 

EXISTED PRIOR TO THE TRANSFER TO KENTUCKY POWER OF A 6 

FIFTY-PERCENT UNDIVIDED INTEREST IN THE MITCHELL 7 

GENERATING STATION AND RELATED ASSETS AND LIABILITIES?  8 

A. Yes. On December 31, 2013, and in accordance with the Commission’s October 7, 9 

2013 Order in Case No. 2012-00578, a fifty percent undivided interest in the 10 

Mitchell generating station, along with related assets and liabilities, was transferred 11 

from Ohio Power to Kentucky Power (“Mitchell Transfer”).  As described in the 12 

application and testimony in Case No. 2012-00578, the Mitchell Transfer 13 

significantly increased the Company’s equity and thereby reduced its debt to 14 

capitalization ratio.  The Company recapitalized following the Mitchell Transfer in 15 

order to restore the Generally Accepted Accounting Principles (GAAP) debt to total 16 

capitalization ratio to approximately fifty four percent, which was the Company’s 17 

debt to capitalization level prior to the Mitchell Transfer.  18 

Q. HOW WAS THE RECAPITALIZATION ACCOMPLISHED? 19 

A. During 2014, Kentucky Power both reduced its equity and increased its debt as part 20 

of the recapitalization required to restore the Company’s debt to capitalization ratio 21 

to pre-Mitchell Transfer levels equal to approximately 54%. 22 
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Q. PLEASE SUMMARIZE THE PERMANENT LONG-TERM DEBT 1 

FINANCING EMPLOYED BY KENTUCKY POWER AS PART OF ITS 2 

RECAPITALIZATION.  3 

A. As authorized by the Commission’s March’s 25, 2014 Order, the Company 4 

permanently refinanced $265 million of long-term debt associated with the Mitchell 5 

Transfer.  The $200 million in intermediate term loan debt, carrying an average 6 

interest rate of 1.44% was refinanced with private placement senior unsecured notes 7 

at a weighted average rate of 4.24%.  In addition, Kentucky Power refinanced the 8 

$65 million tax-exempt pollution control bonds at an initial rate of 0.90%.  9 

Q. PLEASE DESCRIBE THE EQUITY DISTRIBUTIONS ASSOCIATED 10 

WITH KENTUCKY POWER’S RECAPITALIZATION.  11 

A. In order to restore Kentucky Power’s debt to capitalization ratio to the level 12 

approximating the level prior to the Mitchell Transfer, the Company distributed 13 

$155 million to its Parent Company in the form of dividends and returned paid-in-14 

capital associated with the Mitchell Transfer.  15 

Q. PLEASE EXPLAIN HOW THE PROPOSED AFTER-TAX WEIGHTED 16 

AVERAGE COST OF CAPITAL OF 7.71% WAS CALCULATED. 17 

A. The overall cost of capital is based on a weighting of the costs for the Company’s 18 

sources of capital, including long-term debt, short-term debt, common stock, 19 

accounts receivable financing, and investment tax credits.  The Company started 20 

with the Reapportioned Kentucky Jurisdiction capital as calculated on Section V 21 

Schedule 3 Column 14 for each category of capital.  Next, as illustrated on Section 22 

V, Workpaper S-2 page 1 of 3, the Company divided the dollar amount of each 23 
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component of capital by the Company’s total dollar amount of capital to derive the 1 

percentage of the Company’s total capital each component represents. 2 

Q. PLEASE EXPLAIN WHAT RATES WERE USED IN CALCULATING THE 3 

COMPANY’S PER BOOKS WEIGHTED AVERAGE COST OF CAPITAL 4 

AS OF SEPTEMBER 30, 2014. 5 

A. The weighted cost of long-term debt was determined by taking the sum of each 6 

bond’s actual annualized cost and dividing this amount by the total net proceeds 7 

outstanding as of September 30, 2014.  The annualized cost for each bond was 8 

calculated by multiplying the effective cost rate (yield to maturity) by the net 9 

proceeds outstanding. The effective cost rate, or yield to maturity, is the bond’s 10 

yield expressed as an annual rate in relation to the face value of the bond.  As such, 11 

a bond’s annualized cost is calculated by multiplying the yield to maturity by the 12 

face value of the bond.  The sum of the annualized costs is then divided by the total 13 

net proceeds outstanding to determine the weighted cost of the long-term debt 14 

portfolio. 15 

 The cost of short-term debt used in the calculation is the Company’s actual short-16 

term interest expense for the twelve months ended September 30, 2014 divided by 17 

the actual average borrowings outstanding during the same time period.  Please 18 

refer to Section V, Workpaper S-3, page 2 of 4.   19 

 The cost of accounts receivable financing used in the derivation of the weighted 20 

average cost of capital was calculated by using a thirteen month average cost 21 

experienced by the Company during the test year.  22 
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 The cost of common equity used in the calculation is the amount recommended by 1 

Company Witnesses Avera and McKenzie. 2 

Q. DID THE COMPANY INCLUDE ANY PRO FORMA ADJUSTMENTS TO 3 

THE DEBT COMPONENT OF THE COMPANY’S PER BOOKS CAPITAL 4 

STRUCTURE AS OF SEPTEMBER 30, 2014? 5 

A.      Yes.  The Company made three pro forma adjustments to long-term debt as shown 6 

within Section V, Workpaper S-3, page 1 of 4. 7 

Q. PLEASE EXPLAIN THE PRO FORMA ADJUSTMENTS MADE TO THE 8 

DEBT COMPONENT OF THE COMPANY’S PER BOOKS CAPITAL 9 

STRUCTURE AS OF SEPTEMBER 30, 2014. 10 

A. The net pro forma long-term debt adjustment reflected on Section V, Schedule 3 is 11 

$5 million. The net adjustment is derived by taking the September 30, 2014 per 12 

books debt balance and substituting the $80 million intermediate term loan debt 13 

with $80 million private placement senior unsecured notes that will fund on 14 

December 30, 2014.  In addition, the Company’s debt capitalization increased by 15 

$25 million in local bank term loan initial funding approved by the Commission’s 16 

September 26, 2014 Order in Case 2014-00210.  Finally, the $20 million affiliated 17 

note was retired in October 2014 thereby decreasing the Company’s debt 18 

capitalization. Details of each of the three pro forma adjustments are described 19 

below: 20 

 Intermediate Term Loan Refinancing 21 

The Company issued new permanent long-term private placement senior 22 

unsecured notes in the amount of $200 million.  The proceeds were 23 
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dedicated to retiring the Company’s intermediate $200 million term loan 1 

debt obligation that was assumed as part of the Mitchell Transfer. The 2 

private placement transaction closed in July 2014 and was structured with 3 

two delayed draw tranches: $120 million Series A that funded September 4 

30, 2014, and $80 million Series B that will fund December 30, 2014.  The 5 

debt component of the Company’s capital structure has been adjusted to 6 

reflect the permanent financing of the $80 million intermediate term loan 7 

obligation with $80 million fixed private placement senior unsecured notes 8 

that will fund on December 30, 2014. As a result of the delayed draw feature 9 

on the private placement senior unsecured notes, the Company continued to 10 

accrue and pay interest on the variable rate intermediate term loan debt at 11 

approximately 1.44% versus the fixed 4.24% weighted average coupon of 12 

the private placement senior unsecured notes. The delayed funding allowed 13 

the Company to utilize the lower cost of funds from the intermediate term 14 

loan debt from when the refinancing event closed in July 2014 through the 15 

September and December funding dates of the permanent private placement 16 

senior unsecured notes. This resulted in the Company achieving 17 

approximately $1.9 million in long-term interest expense savings in 2014.  18 

Affiliated Note Early Retirement 19 

On October 10, 2014, the Company extinguished the existing 5.25% 20 

affiliated note payable to AEP Parent. The debt component of the capital 21 

structure was adjusted properly to reflect the early retirement. In addition, 22 

by redeeming the affiliated debt prior to its maturity of June 1, 2015, the 23 
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Company was able to forego the remaining scheduled interest payments and 1 

generate approximately $673,000 of long-term debt interest expense 2 

savings. 3 

Local Bank Term Loan Financing 4 

On November 5, 2014, the Company entered into a four year variable rate 5 

$75 million unsecured term loan facility with local Kentucky banks. An 6 

adjustment was made to the debt component of the capital structure to 7 

reflect the Company’s initial funding of $25 million. This financing 8 

transaction represents a portion of the financing authority granted in Case 9 

No. 2014-00210. 10 

Q. PLEASE DESCRIBE THE IMPACT ON THE WEIGHTED AVERAGE 11 

COST OF LONG-TERM DEBT WITH REGARDS TO THE 12 

RECAPITALIZATION AND PRO FORMA DEBT ADJUSTMENTS. 13 

A. The Company’s weighted average cost of long-term debt inclusive of the pro forma 14 

debt adjustments is 5.41%, which is 47 basis points lower than the weighted 15 

average cost of long term debt of 5.98% filed in Case No. 2013-00197, which was 16 

subsequently withdrawn per the settlement in Case No. 2012-00578.    17 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 18 

A. Yes. 19 
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DIRECT TESTIMONY OF 

JOHN A. ROGNESS, ON BEHALF OF 
KENTUCKY POWER COMPANY  

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
                                                       

I. INTRODUCTION 
 

Q: PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A: My name is John A. Rogness III.  My position is Director, Regulatory Services 2 

for Kentucky Power Company (“Kentucky Power” or “Company”).  My business 3 

address is 101 A Enterprise Drive, Frankfort, Kentucky 40601. 4 

II. BACKGROUND 

Q: PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND 5 

BUSINESS EXPERIENCE. 6 

A: I received a Bachelor of Science in Economics from the University of 7 

Chattanooga in 1980, a Master of Science in Economics from Vanderbilt 8 

University in 1984 and a Ph.D. in Economics from the University of Kentucky in 9 

1991.   10 

 In January 1990, I began working in the Kentucky Office of Financial 11 

Management and Economic Analysis.  From July 1991 – September 1998, I 12 

served as an Economist with the Kentucky Public Service Commission 13 

(Commission).  From September 1998 – July 2010, I served as Manager of the 14 

Management Audit Branch at the Commission.  From August 2010 – September 15 

2012, I served as the Director of the Financial Analysis Division at the 16 

Commission.  From October 2012 – March 2014, I served as the Director, Energy 17 

Generation, Transmission and Distribution at the Department for Energy 18 
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Development and Independence in Kentucky’s Energy and Environment Cabinet.  1 

On March 17, 2014, I began my duties as Director of Regulatory Services for 2 

Kentucky Power. 3 

Q: WHAT ARE YOUR RESPONSIBILITIES AS DIRECTOR OF 4 

REGULATORY SERVICES? 5 

A: As Director of Kentucky Power’s Regulatory Services, I am responsible for the 6 

rate and regulatory matters of Kentucky Power.  This includes the preparation and 7 

coordination of the Company’s testimony and exhibits in rate cases and any other 8 

formal filings before this Commission and federal regulatory bodies.  In addition, 9 

I am responsible for assuring the proper application of the Company’s rates and 10 

tariffs in all classifications of business. 11 

Q: HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION? 12 

A: Yes.  I testified before the Commission at the hearing in Case No. 2014-00225.  13 

Also, I submitted testimony in Case No. 2014-00336.   14 

III.   PURPOSE OF TESTIMONY  

Q: WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 15 

PROCEEDING? 16 

A: The purpose of my testimony is two-fold.  First, I present certain revenue and 17 

operating expense adjustments to test year values.  Second, I describe the nature 18 

and bases for certain changes to the Company’s filed tariffs.  19 

Q: ARE YOU SPONSORING ANY EXHIBITS TO YOUR TESTIMONY? 20 

A: Yes.  I identify the exhibits that I am sponsoring throughout my testimony, and 21 

list them below: 22 

• Exhibit JAR-1: Rockport Extension Capacity Charge Development 23 
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• Exhibit JAR-2: Capacity Charge Tariff Revenues 1 

• Exhibit JAR-3: Over/(Under) Recovery of Fuel Costs 2 

• Exhibit JAR-4: Analysis and Monthly Breakdown of Non-Recurring 3 

Charges  4 

• Exhibit JAR-5: Analysis of Non-Recurring Charges at Proposed Rates  5 

• Exhibit JAR-6: Monthly Non-Recurring Charge Test Year Revenue at 6 

Current Rates  7 

• Exhibit JAR-7: Monthly Non-Recurring Charge Revenues at Proposed 8 

Rates 9 

• Exhibit JAR-8: Proposed Tariff Sheets 10 

• Exhibit JAR-9: Strike Through Tariff Sheets  11 

Q: WERE THESE SCHEDULES AND EXHIBITS PREPARED BY YOU OR 12 

UNDER YOUR DIRECTION? 13 

A: Yes. 14 

IV. REVENUE AND OPERATING EXPENSE ADJUSTMENTS 

Q: WHY ARE REVENUE AND OPERATING EXPENSE ADJUSTMENTS 15 

NECESSARY? 16 

A: Adjustments are necessary because certain known and measurable adjustments to 17 

the data developed in the test year ending September 30, 2014 must be made to 18 

more accurately represent the Company’s future revenue requirement. 19 

Q: WOULD YOU PLEASE IDENTIFY AND DISCUSS EACH OF THE 20 

REVENUE AND OPERATING EXPENSE ADJUSTMENTS THAT YOU 21 

ARE SPONSORING? 22 
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A: Yes. The details of the revenue and operating expense adjustments set forth on 1 

various pages of Section V, Exhibit 2.  Specifically, I am sponsoring the following 2 

adjustments:  3 

                           Adjustment                                               Exhibit 2, Page No. 

1. Capacity Charge Revenues Adjustment (Rockport) W1 4 

2. Miscellaneous Service Charges   W6 5 

3. Fuel Under (Over) Recovery Revenues  W7 6 

4. O&M Expense Interest on Customer Deposits  W11 7 

 5. Amortization Out of Period PSC Mandated Consultant Cost W12 8 

 6. Rate Case Expense W15 9 

 7. Postage Rate Increase Adjustment W16 10 

 8. Eliminate Advertising Expense W17 11 

 9. Annualization of Lease Cost W18 12 

 10. Annualization of Property Tax Expense W44 13 

 11. Annualization of PSC Maintenance Assessment W45 14 

 12. Coal Stock Adjustment – Mitchell Plant W54 15 

 13. Coal Stock Adjustment – Big Sandy Plant W55 16 

Interest Expense Associated with Customer Deposits 
(Section V, Exhibit 2, W11) 

Q. EXPLAIN THE ADJUSTMENT FOR INTEREST EXPENSE 17 

ASSOCIATED WITH CUSTOMER DEPOSITS. 18 

A. Customer deposits have been included in this case as a reduction to the 19 

Company’s Rate Base.  This recognizes that customer deposits, similar to 20 

customer advances for construction, are a source of funds to the Company.  21 
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Unlike customer advances for construction however, interest is paid to customers 1 

for customer deposits.  In the past, interest was paid at a rate of 6% per annum, 2 

however due to new legislation passed in 2012, the new rate beginning January 1, 3 

2015 is unchanged from 2014.  The new rate is 0.12% per annum.  Consistent 4 

with the treatment of interest allowed by the Commission in past cases, an 5 

adjustment has been made to annualize these test year expenses to the current rate 6 

of 0.12% per year by an adjustment of $2,422. 7 

Capacity Charge Revenues Adjustment 
(Rockport Unit Power Agreement) 

(Section V, Exhibit 2, W1) 

Q. WHAT IS THE CAPACITY CHARGE? 8 

A. In accordance with the Stipulation and Settlement Agreement dated October 20, 9 

2004, in Case No. 2004-00420, the Capacity Charge is designed to enable 10 

recovery from each class of customers for the supplemental annual payments tied 11 

into the Rockport Unit Power Agreement.  The Commission authorized Kentucky 12 

Power to collect $6.2 million annually through 2021, and $5,792,329 in 2022 13 

through the Capacity Charge. 14 

Q. WILL THERE BE ANY CHANGES TO THE CAPACITY CHARGE 15 

RATES? 16 

A.   Yes.  In accordance to Section (1)(d)(iii) of the Stipulation and Settlement 17 

Agreement, Kentucky Power will develop, and other Parties will not oppose, a 18 

new tariff that will allow the Company to receive the additional Capacity Charge 19 

revenue.  Kentucky Power is seeking to change the Capacity Charge rates to 20 
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$0.000659 per kWh for I.G.S. customers, and $0.001182 per kWh for all other 1 

customer classes.  The I.G.S. customer class (discussed more fully below) is the 2 

result of combining the Q.P. and C.I.P.-T.O.D. customer classes pursuant to the 3 

Stipulation and Settlement Agreement and subsequent Commission Order in Case 4 

No. 2012-00578.  Please see Exhibit JAR-1 for the calculations of the new 5 

Capacity Charge rates. 6 

Q. IS THE COMPANY MAKING ANY OTHER PROPOSALS THAT WILL 7 

IMPACT THE CAPACITY CHARGE? 8 

A. Yes.  As can be seen in Section V, Exhibit 2, W1, the Company has not collected 9 

the full Capacity Charge amount authorized by the Commission.  In order to 10 

collect the authorized annual amount, Kentucky Power is proposing an annual 11 

true-up.  This will allow any over/under recovery from the previous 12 month 12 

period, to be collected in the following 12 month period in addition to the 13 

Commission’s authorized annual amount.  Please see Exhibit JAR-8, Original 14 

Tariff Sheet No. 28-2 for the proposed formula to calculate the Capacity Charge 15 

rates with the annual true-up.   16 

Amortization of Out of Period Commission Mandated Consultant Cost & 
Elimination of Commission Mandated Consultant Expense during Test Year 

(Section V, Exhibit 2, W12) 

Q. PLEASE EXPLAIN THE COMMISSION MANDATED CONSULTANT 17 

COST ADJUSTMENT. 18 

A. When the Commission requires additional technical expertise, it hires a consultant 19 

to assist in determining whether certain technical portions of the case are just and 20 
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reasonable.  The Company is required to compensate the consultant and is then 1 

allowed to request reimbursement in its next filed rate procedure.  Kentucky 2 

Power did not pay any consultants fees during the test year.  However, Kentucky 3 

Power has compensated consultants for the Commission in three such cases since 4 

its last base case as described below: 5 

• In Case No. 2011-00295, The Application of Kentucky Power Company 6 

for a Certificate of Public Convenience and Necessity to Construct a 7 

138kV Transmission Line and associated Facilities in Breathitt, Knott and 8 

Perry Counties, Kentucky (Bonnyman-Soft Shell Line), Accion Group Inc 9 

was hired at a cost of $26,440;  10 

• In Case No, 2011-00401, The Application of Kentucky Power Company 11 

for Approval of its 2011 Environmental Compliance Plan, For Approval 12 

of its Amended Environmental Cost Recovery Surcharge Tariff, and for 13 

the Grant of a Certificate of Public Convenience and Necessity for the 14 

Construction and Acquisition of Related Facilities, Vantage Energy 15 

Consulting LLC was hired at a cost of $119,338; and 16 

• In Case No. 2012-00578, The Application of Kentucky Power Company 17 

in Connection with the Transfer of an Undivided Fifty Percent Interest in 18 

the Mitchell Generating Station and Certain Related Relief, Vantage 19 

Energy Consulting LLC was again hired at a cost of $108,814.  20 

 The total amounts for the three consultants of $254,592 should be amortized over 21 

three years at a rate of $84,864 per year.  A three-year amortization will assure 22 

that the cost of the consultants are being borne by those customers that received 23 
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the benefit of their involvement in the most recent rate proceeding, rather than 1 

spreading it over a longer period.   2 

Miscellaneous Service Charges 
(Section V, Exhibit 2, W16) 

Q. WHAT ARE THE MISCELLANEOUS SERVICE CHARGE 3 

ADJUSTMENTS? 4 

A. Kentucky Power charges its customers for services such as Reconnects, 5 

Collection Trips, Bad Checks and Meter Test charges.  As I will discuss later, the 6 

Company is proposing to increase the rates charged for such services to more 7 

closely match the cost to the Company.  This adjustment annualizes test year 8 

revenues based upon the proposed new rates.  The impact is to increase Kentucky 9 

Power revenues by $251,903.  Also see Exhibits JAR-4 and 5.   10 

Annualization of PSC Maintenance Assessment 
(Section V, Exhibit 2, W45) 

Q. IS THE COMPANY PROPOSING AN ADJUSTMENT IN CONNECTION 11 

WITH THE KENTUCKY PSC ASSESSMENT FEE EXPENSE? 12 

A. Yes.  The Company received an invoice from the Commonwealth of Kentucky in 13 

June 2014 in the amount of $1,069,553 for the Kentucky PSC Assessment fee. 14 

During the test year the Company recorded $977,073 in Kentucky PSC assessment 15 

fees.  The Company’s proposed adjustment is to increase the Taxes Other Than 16 

Income Taxes expense by the difference between the test year amount and the June 17 

2014 assessment, or $92,475.  18 
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Rate Case Expense Adjustment 
(Section V, Exhibit 2, W15) 

Q. WHAT IS THE RATE CASE EXPENSE ADJUSTMENT? 1 

A. The Company is allowed to recover the costs of preparation and execution of its 2 

rate case proceeding, including consulting and legal expenses.  The Company has 3 

received invoices totaling $28,630 as of September 30, 2014.  However, the 4 

Company estimates a total rate case expense of $860,000.  The difference between 5 

actual and estimated expenses should be amortized over three years at the rate of 6 

$258,037 per year.   7 

Postage Rate Increase Adjustment 
(Section V, Exhibit 2, W16) 

Q. WHAT IS THE POSTAGE RATE INCREASE ADJUSTMENT? 8 

A. The test year adjustment for postage expense annualizes the United States Postal 9 

Service 5.42% across-the-board increase that went into effect on January 6, 2014.  10 

To reflect this increased cost, the number of bills, notices, letters, etc. mailed by 11 

the Company from October 1, 2013 through January 26, 2014, 610,938, was 12 

multiplied by the postage rate increase of 5.42% or $0.02 per mailing, resulting in 13 

an increase to Operation and Maintenance (O&M) Expenses of $12,219.   14 

Eliminate Advertising Expense 
(Section V, Exhibit 2, W17) 

 

Q. WHY ARE ADVERTISING EXPENSES BEING ELIMINATED? 15 

A. Pursuant to 807 KAR 5:016 Section 4(1) those expenses that were for 16 

promotional and institutional advertising must be removed from the test year. A 17 
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review was made of advertising expenses recorded during the test year and a total 1 

of $30,610 is being eliminated from O&M Expenses. 2 

Annualization of Lease Costs 
(Section V, Exhibit 2, W18) 

Q. WHY ARE LEASE COSTS ANNUALIZED? 3 

A. This adjustment annualizes the current level of lease costs based on September 4 

2014 lease rental expenses and compares that amount to the amount of least costs 5 

incurred during the test year.  The adjustment increases the jurisdictional O&M 6 

Expense by $72,974. 7 

Annualization of Property Tax Expense 
(Section V, Exhibit 2, W44) 

Q. WHY ARE PROPERTY TAX EXPENSES ANNUALIZED? 8 

A. The Transmission and Distribution property tax expense reflected in the test year 9 

is based upon the actual property tax amounts collected during the test year.   The 10 

Company estimated the property tax expense on a going forward basis using the 11 

most recent assessable property value (from December 31, 2013) and the most 12 

recent property tax rates.  This adjustment increases property taxes by a 13 

jurisdictional amount of $314,531 to reflect increased property tax expense going 14 

forward.  The Generation portion of property tax expense is included in 15 

adjustments related to recovery of Big Sandy Plant and Mitchell Plant costs 16 

supported by Company Witness Yoder. 17 

Fuel Under/(Over) Recovery Revenues 
(Section V, Exhibit 2, W7) 

Q. PLEASE EXPLAIN THE ADJUSTMENTS PROPOSED IN CONNECTION 18 

WITH THE OVER/(UNDER) RECOVERY OF FUEL COSTS. 19 
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A. As Exhibit JAR-3 demonstrates, the total test year level of jurisdictional fuel costs 1 

was $214,069,635.  The total test year level of jurisdictional fuel revenues were 2 

$204,806,948, or a difference of ($14,561,463).  In order to properly design rates 3 

so that the appropriate level of revenue is recovered from the Kentucky 4 

customers, test year revenues should be decreased by $5,298,776.  This 5 

adjustment trues up the fuel clause revenues with the actual fuel clause expenses.  6 

If this adjustment were not made, the rates to be designed would assume that each 7 

year the tariffs are in effect the Company would over-recover its fuel costs by 8 

$5,298,776.  9 

Q. ARE THERE ANY OTHER ADJUSTMENTS RELATED TO THE OVER 10 

OR UNDER-RECOVERY OF FUEL COSTS?  11 

A. Yes.  There is an associated deferred tax adjustment in the amount of 12 

($1,854,572) required with the fuel cost adjustment. The Company has made this 13 

adjustment in its prior rate cases and the Commission has accepted the 14 

adjustment.  Details of this adjustment are supported by Witness Bartsch. 15 

Coal Stock Adjustments 
(Section V, Exhibit 2, W54 & W55) 

Q. WHY ARE COAL STOCK ADJUSTMENTS NECESSARY? 16 

A. The Coal Stock Adjustment adjusts the coal pile investment at the Big Sandy and 17 

Mitchell Plants to the supply level allowed for recovery.  The supply level 18 

requested at each plant is based on many factors, including the means of 19 

transportation to the plant and the location of the supplier in relation to the plant.  20 

For Big Sandy and Mitchell Plants the necessary supply level is 30 days and 45 21 

days, respectively.  The effect of this adjustment is to reduce Kentucky Power’s 22 
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Materials and Supplies – Fuel Stock working capital by $664,080 for Mitchell.  In 1 

accordance with the Stipulation and Settlement Agreement the Commission’s 2 

October 7, 2013 Order in Case No. 2012-00578, the coal related assets and 3 

associated expenses for Big Sandy have been removed from rate base in their 4 

entirety.  The treatment of the coal-related assets and expenses for Big Sandy is 5 

addressed in the testimony of Company Witness Wohnhas.   6 

V. TARIFF REVISIONS 

Q. IS THE COMPANY PROPOSING ANY ADDITIONS OR CHANGES TO 7 

THE COMPANY’S TARIFFS CURRENTLY ON FILE WITH THE 8 

COMMISSION? 9 

A. Yes. The revisions are indicated in the right-hand margin of each tariff sheet 10 

attached in Section III, Exhibits JAR-8 and JAR-9.  Some of the changes are 11 

minor text changes and are self-explanatory.  I will address the following major 12 

tariff changes in my testimony: 13 

• tariff eliminations; 14 

• new tariffs and charges; 15 

• changes to the Company’s current terms and conditions of service;  16 

• changes to the Company’s schedule of special or non-recurring charges; 17 

• changes to Company’s current bill format; and 18 

• changes to the Company’s current tariffs.   19 

Tariff Eliminations 

Q: IS THE COMPANY PROPOSING ELIMINATION OF ANY TARIFFS IN 20 

THIS PROCEEDING?  21 

A: Yes, the Company proposes to eliminate four tariffs: 22 
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• Tariff Q.P., Quantity Power (Tariff Sheet Nos. 10-1 thru 10-4), is being 1 

eliminated in accordance with the Stipulation and Settlement Agreement 2 

and subsequent Commission Order in Case No. 2012-00578; 3 

• Tariff C.I.P.-T.O.D., Commercial and Industrial Power – Time of Day 4 

(Tariff Sheets 11-1 thru 11-3), is being eliminated in accordance with the 5 

Stipulation and Settlement Agreement and subsequent Commission Order 6 

in Case No. 2012-00578; 7 

• Rider E.C.S.-C.&E., Emergency Curtailable Service – Capacity & Energy 8 

(Tariff Sheet Nos. 24-1 thru 24-6), is being eliminated because it expired 9 

May 31, 2012;  10 

• Rider E.P.C.S., Energy Price Curtailable Service Rider (Tariff Sheet Nos. 11 

25-1 thru 25-3), is being eliminated because there are no current 12 

customers; and  13 

• Tariff R.T.P., Experimental Real Time Pricing (Tariff Sheet Nos. 30-1 14 

thru 30-4) is an experimental tariff, with no current customers.  It was 15 

effectively terminated by the Commission’s Order dated December 20, 16 

2012 in Case No. 2012-00226.    As such, the Company is eliminating the 17 

tariff. 18 

New Tariffs And Charges 

Q: IS THE COMPANY PROPOSING ANY NEW TARIFFS IN THIS 19 

PROCEEDING? 20 

A: Yes, the Company is proposing several new tariffs and/or riders. 21 



ROGNESS 15 

Q: PLEASE LIST THE NEW TARIFFS, RIDERS AND CHARGES THE 1 

COMPANY IS PROPOSING AND THE WITNESS WHO DISCUSSES 2 

THEM. 3 

A: The Company is proposing the following new tariffs, riders and charges: 4 

• Industrial General Service (“I.G.S.”) Tariff, Tariff Sheet Nos. 10-1 thru 5 

10-4; 6 

• PJM Rider, Tariff Sheet Nos. 24-1 thru 24-3 – is supported by Company 7 

Witness Vaughn.   8 

• Big Sandy Retirement Rider, B.S.R.R., Tariff Sheet No. 38-1 thru 38-2  – 9 

is supported by Company Witnesses Wohnhas and Yoder.   10 

• Big Sandy 1 Operation Rider, B.S.1.O.R., Tariff Sheet No. 39-1 thru 39-2 11 

– is supported by Company Witnesses Wohnhas and Vaughn.    12 

• NERC Compliance and Cybersecurity Rider, Tariff Sheet 40-1 thru 40-3 – 13 

is supported by Company Witnesses Wohnhas and Stogran.   14 

• Kentucky Economic Development Surcharge (“K.E.D.S.”).   15 

I discuss below the new I.G.S., Tariff Sheet No. 10-1 thru 10-4 and the Kentucky 16 

Economic Development Surcharge.   17 

Q. TO WHICH CUSTOMER CLASS TARIFFS ARE THE NEW RIDERS, 18 

AND CHARGES APPLICABLE? 19 

A. The PJM Rider, Big Sandy Retirement Rider, Big Sandy 1 Operation Rider, and 20 

the NERC Compliance and Cybersecurity Rider are applicable to the following 21 

Tariffs: R.S., R.S.-L.M.-T.O.D., R.S.-T O.D., Experimental R.S.-T.O.D.2, S.G.S., 22 
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S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., L.G.S., L.G.S.-T.O.D., I.G.S., C.S.-1 

I.R.P., M.W., O.L., and S.L.   2 

The new Kentucky Economic Development Surcharge is applicable to the 3 

following Tariffs: R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-4 

T.O.D.2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., L.G.S., L.G.S.-T.O.D., 5 

I.G.S., C.S.-I.R.P., M.W., and S.L.  6 

Q: PLEASE DESCRIBE THE I.G.S. TARIFF. 7 

A: As a result of the Stipulation and Settlement Agreement and subsequent 8 

Commission Order in Case No. 2012-00578, the Company is combining the 9 

current Q.P. and C.I.P.-T.O.D. customer classes.  To accomplish this, the 10 

Company has proposed eliminating those tariffs and replacing them with a new 11 

tariff for the combined customer classes, the Industrial General Service (I.G.S) 12 

Tariff.  The new tariff is available to commercial and industrial customers whose 13 

contract capacity is no less than 1,000 kW. The rates, determined through a cost 14 

of service study, are supported in Company Witness Vaughn’s testimony.    15 

Q:  PLEASE DESCRIBE THE KENTUCKY ECONOMIC DEVELOPMENT 16 

SURCHARGE. 17 

A:  In order to help jump start economic development in its service territory, the 18 

Company is proposing the K.E.D.S.  A monthly surcharge of $0.15 will be 19 

applied to each customer account for the purpose of funding economic 20 

development initiatives.  As a part of its ongoing commitment toward fostering 21 

economic growth in the service territory, the Company proposes to match the 22 

funds raised through the surcharge with shareholder funds.  Based upon test year 23 
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end billing determinant data, the program will yield $307,507 from customers and 1 

with Company’s matching funds will yield a total of $615,014 annually.  The 2 

$0.15 per month charge has been added to each customer class tariff, except for 3 

outdoor lights.   4 

Q: PLEASE EXPLAIN HOW THE FUNDS RAISED THROUGH THE K.E.D.S 5 

WILL BE UTILIZED TO FOSTER ECONOMIC DEVELOPMENT. 6 

A: The Company is committed to pursuing economic development within the service 7 

territory.  In December 2012, the Company commissioned InSite Consulting, 8 

LLC, a professional Site Location Consultant, to study a significant portion of the 9 

Kentucky Power service territory to determine gaps in economic development 10 

efforts.  The study was completed in September, 2013 and the findings showed a 11 

significant absence of any organized regional or local economic development 12 

effort in the Company’s service territory.  Based on the recommendations of the 13 

consultants’ report, focus is necessary in the following four strategic areas, each 14 

of which will require additional funding: 15 

• Specification Building Seed Money – Currently, there are no available 16 

specification buildings located at three of the four existing industrial 17 

parks.  The authorities responsible for the industrial parks without 18 

specification buildings are in the planning stages for such a building, but 19 

seed money is needed for design and planning activities as well as local 20 

matching dollars for anticipated grant funds.   21 

• Infrastructure Improvements – The InSite report provided an inventory of 22 

recommended infrastructure improvements for each of the key industrial 23 
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properties in the Company’s service territory.  Each property has 1 

infrastructure deficiencies that, until they are remedied, make the property 2 

not competitive.  Additional funding is necessary for design and 3 

construction activities to make these properties competitive.   4 

• Master Plan Updates – Many of the key properties identified in the InSite 5 

report do not have an existing master plan.  If a master plan does exist, it 6 

needs to be modified to meet the standards of a nationally competitive 7 

property prospect.  Additional funding would be used to create, update, 8 

and implement property master plans that will facilitate the proper use of 9 

each of the identified industrial parks.   10 

• Site Marketing – Currently, no organization is funded to market any 11 

existing industrial properties.  Industrial authorities are in place to manage 12 

most of the properties, but they lack the necessary funding to improve or 13 

market the properties.  Additional funding would be used to market these 14 

properties to site consultants and target industries. 15 

   InSite has also completed two additional studies.  InSite’s Phase II study 16 

narrowed down the list of possible properties and identified the improvements 17 

necessary to make key industrial properties market ready.  The Phase II study 18 

prioritized the infrastructure investment projects based on which would provide 19 

the best return on investment for the Company’s service territory.  InSite’s Phase 20 

III study is focused on providing assistance the owners of the top two properties 21 

identified in Phase II.  The Phase III study is providing assistance to these owners 22 
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in documenting all due diligence items required to market these properties 1 

effectively, including which items need to be addressed and the associated cost.   2 

   Working with InSite has provided the Company with detailed, specific 3 

tasks.  Investing resources to implement these tasks will result in a service 4 

territory that is able to participate effectively in the competitive economic 5 

development arena.  The Company will use K.E.D.S. funds along with assistance 6 

from local governments, state government, and other private industries to 7 

implement the InSite studies’ recommendations.   8 

Q: PLEASE IDENTIFY THE BENEFITS KENTUCKY POWER’S 9 

CUSTOMERS WILL RECEIVE FROM SUCCESSFUL ECONOMIC 10 

DEVELOPMENT ACTIVITIES? 11 

A: Broadly speaking, there are multiple benefits to the service territory from the 12 

economic development that will result from implementing this program.  13 

Increased economic activity and additional jobs will benefit those families 14 

directly employed.  The additional money that is spent within the service territory 15 

will also spur additional economic activity which will support additional jobs.  16 

The increased economic activity will also strengthen communities’ tax base, 17 

which will in turn help to support schools and other local government provided 18 

services.  In addition, the Company has seen both its load and customer base 19 

erode slowly over the last several years, especially as mining activity has slowed 20 

down.  The Company, by strengthening communities’ ability to grow the service 21 

territory economy will grow its load and its customer base.  Everything else being 22 

equal, this will allow the Company to spread its costs over a greater number of 23 
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kilowatt hours and customers and keep the cost to individual customers as low as 1 

possible.   2 

  Specifically, funds can be used to help support the creation and 3 

implementation of Master Plans for industrial sites, site infrastructure 4 

development, and the planning and design of buildings that could be used by 5 

prospective businesses.  Having industrial sites and buildings ready for occupancy 6 

is crucial to attracting new businesses.  Finally, once sites are ready for 7 

occupancy, marketing the prospective sites effectively is an important next step.  8 

Equally important is enhancing the training and resources of local economic 9 

development organization personnel.  These are all necessary activities that are 10 

not being accomplished currently.  The additional funding that the surcharge will 11 

provide, along with the Company’s matching funds and leadership, will help 12 

communities within the service territory be more competitive in attracting 13 

prospective employers and creating jobs.   14 

Q: IS THE COMPANY PURSUING ANY OTHER ECONOMIC 15 

DEVELOPMENT PROGRAMS WITHIN ITS SERVICE TERRITORY?  16 

A: Yes.  Broadly, there are several initiatives. 17 

• Kentucky Power has hired a Manager – External Affairs in June 2012 18 

whose primary responsibility is working in conjunction with local 19 

governments and economic development organizations in the Company’s 20 

service territory to find and bring new businesses to the service territory 21 

that will help create jobs and sustained economic growth.   22 
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• On September 18, 2014, the Company submitted an Economic 1 

Development Rider tariff for Commission approval in Case No. 2014-2 

00336.  That tariff is designed to offer a temporary declining discount to 3 

the demand charge for new industrial and commercial load of at least 500 4 

kW.  The Commission has not issued a final Order in that case.   The 5 

proposed Tariff E.D.R. is included as Tariff Sheet Nos. 37-1 to 37-5.   6 

• As a result of the Settlement Agreement and subsequent Commission Order in 7 

Case No. 2012-00578 dated October 13, 1013, the Company is contributing 8 

$200,000 per year through 2018 toward economic development in Lawrence 9 

County and the surrounding contiguous counties.  The Company is also 10 

providing $33,000 per year designated for job training for five years to two 11 

technical colleges in the Kentucky Community and Technical College System, 12 

Ashland Community and Technical College and Big Sandy Community and 13 

Technical College.    14 

• Kentucky Power also is an active participant in Shaping Our Appalachian 15 

Region (SOAR).  This initiative was created by Gov. Steve Beshear and Rep. 16 

Hal Rogers, R-Ky. to improve the economy and quality of life in Eastern 17 

Kentucky.  Also, the Manager – External Affairs serves as Co-Chair for the 18 

Business Recruitment and Expansion Committee for SOAR.   19 
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Changes to the Company’s Terms and Conditions of Service 
 

Q. ARE THERE ANY CHANGES TO THE COMPANY’S CURRENT TERMS 1 

AND CONDITIONS OF SERVICE BEING PROPOSED IN THIS 2 

PROCEEDING? 3 

A. Yes.  Changes are being proposed to Kentucky Power’s Terms and Conditions of 4 

Service on Tariff Sheet Nos. 2-1, 2-2, 2-3, 2-7, 2-9, and 2-10 as described below: 5 

• Tariff Sheet No. 2-1, paragraph 1, was revised to add the location of the 6 

on-line tariff. 7 

• On Tariff Sheet No. 2-2, the Criteria for Waiver of Deposit Requirement, 8 

Paragraph 4B, was revised for clarification.  The language was modified 9 

to define what the Company considers to be “satisfactory payment 10 

criteria.”  If the customer complies with the satisfactory payment criteria 11 

the Company may waive the deposit requirements. 12 

• Tariff Sheet No. 2-3, paragraph 4D, Additional or Supplemental Deposit 13 

Requirement was modified to allow the Company the ability to impose 14 

additional deposit requirements for residential and non-residential 15 

customers who fail to maintain a satisfactory payment criteria or a 16 

payment history.  It will also allow the Company to require an additional 17 

or supplemental deposit if a non-residential customer’s credit rating falls 18 

to specific levels as reported by various national credit reporting agencies, 19 

such as below a “C” level at Value Line, a “BB+” level at Standard & 20 

Poor’s, a “BB+” level at Fitch, or a “Ba3” level at Moody’s.  The 21 

modification reflects the fact that the current tariff language uses only the 22 



ROGNESS 23 

Value Line criteria yet because not all customers are listed in Value Line, 1 

this was not adequate to assure customer ratings. 2 

• Tariff Sheet No. 2-8, paragraph 14, Monitoring Usage, was clarified to 3 

state that the Company monitors each customer’s usage at least quarterly.  4 

• Tariff Sheet No. 2-9, paragraph 16 was modified to clarify that individual 5 

residences are to be served by single phase service under the applicable 6 

residential service tariff. 7 

• On Tariff Sheet No. 2-9, paragraph 17, Denial or Discontinuance of 8 

Service, the language has been revised to define an applicant as a 9 

customer in conformity with the Commission’s definition of a customer. 10 

• Tariff Sheet No. 2-10, paragraph 19A, was modified to clarify that the 11 

third line should be labeled “3. Reconnect for nonpayment when a “Call 12 

Out” is required prior to 10:00 PM”.  Also, clarifying language was added 13 

“Reconnection for nonpayment will not be made when a “Call Out” after 14 

10 pm is required.”; and 15 

• Tariff Sheet No. 2-10, paragraphs 19C Returned Check Charges and 19D 16 

Meter Test Charges have been revised so the rates more closely match 17 

current costs.  18 

Changes to the Bill Format 

Q. ARE THERE ANY CHANGES TO THE COMPANY’S CURRENT BILL 19 

FORMAT BEING PROPOSED IN THIS PROCEEDING?   20 

A. Yes.  The Company is proposing to add the following line items to customer bills: 21 

• Kentucky Economic Development Surcharge  22 
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• Big Sandy 1 Operation Rider  1 

• P.J.M. Rider 2 

• NERC Compliance and Cybersecurity Rider  3 

• Big Sandy Retirement Rider  4 

Q: IS THE COMPANY PROPOSING ANY FURTHER CHANGES TO THE 5 

BILL FORMAT? 6 

A: No, not in this proceeding.  The Company proposed a change to its bill format 7 

applicable to residential service tariffs for an optional non-regulated home 8 

warranty service.  This tariff filing is the subject of a separate Commission 9 

proceeding, Case No. 2014-00420.  Once the Commission has issued its final 10 

Order in that case, the Company will make any necessary amendments to the 11 

tariff pursuant to the Commission’s Order. 12 

Changes to the Company’s Schedule of Special or Nonrecurring Charges 

Q: WHAT ARE SPECIAL OR NONRECURRING CHARGES? 13 

A: Special or Nonrecurring charges are charges to customers due to a specific request 14 

for certain types of services for which, when the activity is completed, no 15 

additional charges will be incurred.  Such charges are intended to be limited in 16 

nature and to recover the specific cost of the activity. 17 

Q:  DOES THE COMPANY HAVE ANY SPECIAL CHARGES CURRENTLY 18 

IN ITS TERMS AND CONDITIONS OF SERVICE? 19 

A: Yes.  The Company currently has four categories of Special Charges. They are: 20 

(1) reconnect for nonpayment charge, (2) termination or field trip charge, (3) 21 

returned check charge, and (4) meter test charge.  The existing Special Charges 22 
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were last modified in Case No. 2005-00431.  The Company sought to modify the 1 

Special Charges in the last base rate case, Case No. 2009-00459, but the Special 2 

Charges were not changed as part of the Settlement Agreement resolving that 3 

case.   4 

Q: DOES THE COMPANY HAVE DIFFERENT CHARGES WITHIN THE 5 

RECONNECT FOR NONPAYMENT CATEGORY? 6 

A: Yes. The Company has the following four categories of reconnect for 7 

nonpayment: 8 

1. Reconnect for non-payment during regular business hours;  9 

2. Reconnect for non-payment at the end of the day (No “Call Out” required);  10 

3. Reconnect for non-payment when a “Call-Out” is required prior to 10:00 11 

PM; and 12 

4. Reconnect for non-payment on a Sunday and Holiday. 13 

Q: WHY DOES THE COMPANY HAVE FOUR DIFFERENT RECONNECT 14 

FOR NONPAYMENT CHARGES? 15 

A: The four different charges reflect the unique costs associated with each of the four 16 

types of reconnections.  For example, when the Company reconnects a customer 17 

after normal business hours, an employee is “called out” and the Company is 18 

obligated to pay that employee time and half for a minimum of two hours.  When 19 

the Company reconnects a customer on a Sunday or a Holiday, an employee is 20 

called out and the Company is obligated to pay the employee double time for a 21 

minimum of two hours.  Also, the Company incurs different costs depending upon 22 

the time of day (or night) the work is performed.  The intent of the Special 23 
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Charges is to assign the cost incurred by the Company to perform the specific 1 

activity to the customer who required the Company to incur those costs.  The 2 

customer has the ability to decide what charge to be incurred. 3 

Q: HOW WERE THE AMOUNTS OF THE DIFFERENT SPECIAL 4 

CHARGES SERVICE RECONNECTION DETERMINED? 5 

A: The methodology used to determine the Special Charges is the same methodology 6 

that has been used in prior rate cases.  Using data and information supplied by the 7 

field employees and their supervisors, the average time to perform the different 8 

activities was calculated.  The Company then aggregated the total labor costs, 9 

transportation costs, fringe benefit costs and any other associated cost incurred to 10 

arrive at the total cost to perform each of the different activities listed on Exhibit 11 

JAR-5.  Where it differed, the Company also calculated the costs incurred based 12 

upon the amount of time the Company is required to pay the employee for 13 

performing a service.  For example, on reconnections requiring a call out at night, 14 

on weekends, or on holidays, the minimum hours that can be logged by the 15 

worker is two hours.  Accordingly, for the same reconnection, the cost varies from 16 

$21.29 during regular hours, $30.91 when it goes into overtime, $95.46 for a 17 

weekday call-out, and $124.15 for a Sunday or holiday call-out, which requires 18 

payment of double time. 19 

Q: ARE THERE ADDITIONAL CHANGES TO THE COMPANY’S 20 

RECONNECT POLICY? 21 

A: Yes.  The Company is revising the tariff for reconnection after hours with a Call 22 

Out.  For reasons of personnel safety, the Company will no longer call out 23 
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personnel to reconnect customers after 10 PM.  Work orders generated after 10 1 

PM will be handled at the beginning of the next business day.  Even though the 2 

Company will no longer call out personnel after 10 PM, it will still be providing 3 

reconnections within the requirements of 807 KAR 5:006, Section 14(4).   4 

Q: ARE THERE CHANGES TO OTHER SPECIAL CHARGES? 5 

A: Yes.  The methodology used to determine the Special Charges is the same 6 

methodology used in prior rate cases.  See Exhibit JAR-5 for an analysis of the 7 

various labor costs, transportation costs, fringe benefit and other associated costs 8 

incurred by the company for the following Special Charges:   9 

• Termination or Field Trip Charge.  When the Company makes a special 10 

trip to the customer’s premises to perform a disconnect for non-payment, 11 

the Company incurs a cost of $12.99.  The Company is proposing a charge 12 

of $13.00. 13 

• Meter Test Charge.  Upon written request by the customer, the Company 14 

will test the meter for accuracy.  The Company incurs a cost of $48.25 for 15 

each test and is proposing a charge of $48.00.   16 

• Bad Check Charge.  When a customer pays the monthly bill with a check 17 

that is subsequently returned, there is labor involved in the processing, as 18 

well as assessed bank fees.  The cost to the Company of a bad check is 19 

$18.71 and is proposing a charge of $18.00.   20 

Q: ARE THERE ANY NEW SPECIAL CHARGES? 21 

A: Yes.  The Company is proposing a new Special Charge on Tariff Sheet No. 2-10 22 

paragraph 19B Meter Reading Check.  There are instances in which the customer 23 
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wants the Company to read the meter a second time.  Currently, the Company 1 

reads all its meters electronically.  When the Company makes a special trip to a 2 

customer’s premise to perform a manual visual meter read, the Company incurs 3 

costs in the same manner as in the performance of a service reconnect during 4 

regular business hours, i.e., $21.29.  The Company is proposing a Meter Reading 5 

Check charge of $21.00.  See Exhibit JAR-5 for an analysis of the various labor 6 

costs, transportation costs, fringe benefit and other associated costs incurred by 7 

the Company for a meter reading check.  8 

Q: WHAT IS THE ADDITIONAL ANNUAL REVENUE THE COMPANY 9 

WOULD ANTICIPATE BY INCREASING THE SPECIAL CHARGES? 10 

A: If the proposed changes to all Special Charges were in effect for the twelve 11 

months ending September 31, 2014, and the number of transactions for each 12 

activity remained the same, the total increase in the Company’s Special Charges 13 

revenue would have been $251,903.  A breakdown of this increase in Special 14 

Charges revenue by type of charge and customer class is shown on Exhibits JAR-15 

5 – JAR-7. 16 

Changes to the Company’s Current Tariffs 

Q. IS THE COMPANY PROPOSING ANY OTHER CHANGES TO 17 

EXISTING TARIFFS? 18 

A. Yes.  In addition to the changes identified above and the changes relating to rate 19 

updates, the Company is proposing to update numerous tariffs.  These changes are 20 

described below. 21 
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Residential Service Tariffs (Tariffs R.S., R.S.-L.M.-T.O.D.,  
R.S.-T.O.D., R.S.-T.O.D.2) 

Q. IS KENTUCKY POWER PROPOSING ANY CHANGES TO THE 1 

EXISTING RESIDENTIAL SERVICE TARIFFS? 2 

A. Yes. The Company is proposing to make the following changes: 3 

1. Add language to note that Volunteer Fire Departments may take service 4 

under residential Tariff R.S. Tariff Sheet No. 6-2. 5 

2. Under Special Terms and Conditions, replace language to explain 6 

availability as follows: “This tariff is available for single-phase, residential 7 

service.  Where the residential customer requests three-phase service, this 8 

tariff will apply if the residential customer pays to the Company the 9 

difference between constructing single-phase service and three-phase 10 

service.  Where motors or heating equipment are used for commercial or 11 

industrial purposes, the applicable general service tariff will apply to such 12 

service” on Tariff R.S. Tariff Sheet No. 6-4, Tariff R.S.-L.M.-T.O.D. 13 

Tariff Sheet No. 6-7, Tariff R.S.-T.O.D. Tariff Sheet No. 10 and Tariff 14 

R.S.-T.O.D. 2 Tariff Sheet No. 6-13 . 15 

3. Add language to clarify that extensions for service “of up to 150 feet for a 16 

mobile home are provided without charge” on Tariff R.S. Tariff Sheet No. 17 

6-4.   18 
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Small General Service Tariffs (Tariffs S.G.S. and S.G.S.-T.O.D.) 
 

Q. IS KENTUCKY POWER PROPOSING ANY CHANGES TO THE 1 

EXISTING SMALL GENERAL SERVICE TARIFFS? 2 

A. Yes. The Company is proposing to add language to Tariff S.G.S. Tariff Sheet No. 3 

7-1 and Tariff S.G.S.-T.O.D. Tariff Sheet No. 7-4 to limit this tariff to metered 4 

customers being served at a secondary distribution voltage because the rate was 5 

designed for secondary service.  Under Availability of Service, the Company has 6 

added the following grandfather clause “Customers not meeting the requirements 7 

for availability under this tariff will only be permitted to continue service under 8 

this tariff at the premise occupied for continuous service beginning no later than 9 

January 22, 2015.” 10 

M.G.S. Tariff - Medium General Service   11 

Q: ARE THERE ANY PROPOSED CHANGES TO THE M.G.S. TARIFF? 12 

A: Yes.  At Tariff Sheet No. 8-1 under Availability of Service, the Company is 13 

proposing to add the following language to clarify that “Customers receiving 14 

service on or before January 22, 2015 at a secondary voltage and with average 15 

monthly demand below 10 kw will be served under the S.G.S. tariff”.  Also on 16 

Tariff Sheet 8-4, under Term of Contract, the Company is modifying the contract 17 

terms such that contracts may be required of any customer, regardless of the level 18 

of normal maximum demand.   19 

Quantity Power C.I.P.-T.O.D. Combined Tariff  

Q: ARE THERE ANY PROPOSED CHANGES TO THE TERMS AND 20 

CONDITIONS FOR THE Q.P. and C.I.P.-T.O.D TARIFF? 21 
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A: Yes.  Per the Stipulation and Settlement Agreement and the Commission’s Order 1 

in Case No. 2012-00578, the Company eliminated Tariffs Q.P. and C.I.P.-T.O.D. 2 

and replaced them with a new Tariff Industrial General Service (I.G.S.).  Please 3 

see Exhibits JAR-8 and JAR-9 for the proposed Tariff I.G.S.  4 

Tariff C.S.-I.R.P. – Contract Services – Interruptible Power 

Q: ARE THERE ANY PROPOSED CHANGES TO THE TERMS AND 5 

CONDITIONS FOR THE C.S.-I.R.P TARIFF? 6 

A: Yes.  Per the Stipulation and Settlement Agreement and the Commission’s Order 7 

in Case No. 2012-00578, on Tariff Sheet No. 12-1, the Company has increased 8 

the total contract capacity for all customers served under Tariff C.S.-I.R.P. from 9 

60,000 kW to 75,000 kW.  In addition, under Rate, language has been added to 10 

clarify that “Credits under this Tariff of $3.68/kW/month will be provided for 11 

interruptible load that qualifies under PJM’s rules as capacity for the purpose of 12 

the Company’s FRR obligation.”     13 

C.A.T.V. Tariff – Cable Television Pole Attachment    14 

Q: ARE THERE ANY PROPOSED CHANGES TO THE C.A.T.V. TARIFF? 15 

A: Yes.  At Tariff Sheet No. 16-1 under Availability of Service, the Company has 16 

clarified the definition of “attachment” to mean “physical connection of (a) a 17 

messenger strand supporting the wires, cables or stand-mounted associated 18 

facilities and equipment of a cable system or (b) service drops affixed to the pole 19 

and located more than one vertical foot away from the point at which the 20 

messenger strand is attached to the pole (but not a strand originating or mid-span 21 

service drop) or (c) service drops located on a dedicated service, drop or lift pole.  22 
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An attachment shall consume no more than one foot (1‘) of vertical space on any 1 

distribution pole owned by the Company.”  In addition, the Company has clarified 2 

the applicability of the rates to be applied as “attachments per year” and defined 3 

two and three user poles.  On Tariff Sheet No. 16-4 under Charges and Fees, the 4 

Company is proposing “an annual charge per attachments set forth on Sheet 16-1” 5 

rather than semi-annually.  Also under Advance Billing, when a payment date is 6 

not specified on an invoice, the Company is extending the time to make the 7 

payment from 15 to 30 days.  8 

Tariff O.L. – Outdoor Lighting 

Q: ARE THERE ANY PROPOSED CHANGES TO THE TERMS AND 9 

CONDITIONS FOR THE OUTDOOR LIGHTING TARIFF? 10 

A: The Company is proposing to clarify the Terms of Initial Service on Sheet No. 11 

14-4 by adding the following language, “If early termination is requested, the 12 

customer will be billed for the remainder of the 12 month period.”  Consistent 13 

with cost-causation principles, it is important that the cost for installing a new 14 

outdoor light is paid by the customer that requested that installation instead of the 15 

Company’s other customers.    16 

Tariffs COGEN/SPP I and COGEN/SPP II 

Q: PLEASE DESCRIBE THE ADDITIONS TO THE COGEN/SPP TARIFFS. 17 

A: Tariff Sheet Nos. 17-1 and 18-1, Tariff COGEN/SPP I and II, respectively, under 18 

Monthly Metering Charge Option 1, are being revised to state “Option 1 – Not 19 

Applicable.” The Company uses AMR meters that no longer require a detent to 20 

prevent reverse rotation, so the prior language is obsolete.    21 
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  On Tariff Sheet No. 17-3 under Capacity Credit B.(2), the calculation of 1 

the on-peak metered average capacity is being modified to correct an arithmetic 2 

error in the current tariff.  The revised tariff calculates the on-peak metered 3 

average capacity by dividing the on-peak kWh delivered to the Company or 4 

produced by COGEN/SPP facilities divided by 305 instead of 327 as in the 5 

current tariff.   6 

  On Tariff Sheet No. 18-3 under Capacity Credit B.(2),  the calculation of 7 

the on-peak metered average capacity is being modified to correct an arithmetic 8 

error in the current tariff.  The revised tariff calculates the on-peak metered 9 

average capacity by dividing the on-peak kWh delivered to the Company or 10 

produced by COGEN/SPP facilities divided by 305 instead of 730 as in the 11 

current tariff.  Because there are no customers on this tariff, the error in the 12 

current tariff has had no adverse effect.   13 

Tariff S.S.C. – System Sales Clause   

Q. IS THE COMPANY PROPOSING CHANGES TO TARIFF S.S.C.? 14 

A. Yes. Company Witness Wohnhas addresses revisions to Kentucky Power’s Tariff 15 

S.S.C., System Sales Clause, Tariff Sheet Nos. 19-1 and 19-2.   16 

Tariff T.S. – Temporary Service   

Q. IS THE COMPANY PROPOSING CHANGES TO TARIFF T.S.? 17 

A. Yes. On Tariff Sheet No. 21-1 the Company is clarifying Availability of Service 18 

to state that “Residential customers will be supplied with 100 amp service.  All 19 

other customer classes will be supplied at voltage levels applicable to the class of 20 

business.”  In addition, The Company is clarifying the Term of temporary service 21 
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to be more in line with the time necessary to complete a construction project.  The 1 

Company will install the temporary service for an initial period of 180 days and 2 

may extend the service for an additional 90 days.   3 

Tariff N.U.G. – Non-Utility Generator   

Q. WHAT REVISIONS BEING PROPOSED TO THE COMPANY’S 4 

EXISTING TARIFF N.U.G.? 5 

A. Because of the differences in those customers that would request Tariff N.U.G., 6 

and the customer-specific terms that may be necessary during Startup, a contract 7 

is required for each customer under the Startup Power Service section.  On Tariff 8 

Sheet No. 26-2, the Company has removed the Monthly Transmission and 9 

Distribution Rates under that section to accommodate the differences and will 10 

now include those rates in the customer’s contract, similar to the way generation 11 

rates are treated. 12 

Tariff N.M.S. – Net Metering Service   

Q. WHAT REVISIONS BEING PROPOSED TO THE COMPANY’S 13 

EXISTING TARIFF N.M.S.? 14 

A. On Tariff Sheet Nos. 27-9 and 27-15 of Tariff N.M.S. the Company designee is 15 

being changed to reference the Distributed Generation Coordinator and not a 16 

specific individual so that the tariff does not require changes anytime the person 17 

holding that position are changed. 18 
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Tariff E.S. – Environmental Surcharge Tariff 

Q: IS THE COMPANY PROPOSING TO CHANGE THE BASE AMOUNT OF 1 

ENVIRONMENTAL COSTS REFELECTED IN THE ENVIRONMENTAL 2 

SURCHARGE MONTHLY CALCULATIONS?  3 

A: Yes. Company Witness Elliott will address changes regarding the Environmental 4 

Surcharge tariff in her testimony.   5 

Tariff P.P.A – Purchase Power Adjustment   

Q. IS THE COMPANY PROPOSING CHANGES TO TARIFF P.P.A.? 6 

A. Yes.  The Company is modifying the monthly rate formula.  On Tariff Sheet No 7 

35-1, under Rates, Subsection 2, the Company is adding a variable to the formula 8 

to read, “c  .PE(m)= The cost of power purchased unrelated to forced generation 9 

or transmission outages that are calculated in accordance with the peaking unit 10 

equivalent methodology.”  The previous 2.c. is renumbered to be 2.d.  The new 11 

formula will read, “Monthly P(m) = PPA(m) + RP(m)+PE(m) + CSIRP(m).”  The 12 

new formula will allow the Company to recover the full cost of purchased power 13 

on a timely basis.   14 

Tariff A.T.R. –Asset Transfer Rider 15 

Q: IS THE COMPANY PROPOSING CHANGES TO THE A.T.R. TARIFF? 16 

A: Yes.  Because of the manner through which costs are recovered under Tariff 17 

A.T.R., the Company is modifying the Rate section on Tariff Sheet 36-1.  The 18 

Company is eliminating the language, “and ending when the Commission sets 19 

new base rates for the Company that include Mitchell Units 1 and 2.” And adding 20 

the language “Recovery under Tariff A.T.R. shall terminate on the effective date 21 
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of new base rates for the Company that include Mitchell Units 1 and 2, except that 1 

the Company shall recover through the Residential Asset Transfer Adjustment 2 

and the All Other Classes Transfer Adjustment such amounts as required to 3 

ensure the Company recovers in the year new base rates for the Company are 4 

established that include Mitchell Units 1 and 2 a pro rata share (computed on a 5 

365-day annual basis) of the $44 million annual revenue requirement under Tariff 6 

A.T.R..”  The modification will allow a temporary extension of the Rider to allow 7 

the Company to recover the full amount of the authorized $44 million.  Once the 8 

full amount has been recovered, the Rider will be withdrawn.   9 

Tariff D.S.M.C. – Demand-Side Management Adjustment Clause 10 

Q: IS THE COMPANY PROPOSING ANY CHANGES TO THE DSMC 11 

TARIFF? 12 

A: No, not in this proceeding.  The Company’s current demand-side management 13 

programs are the subject of a separate Commission proceeding, Case No. 2014-14 

00271.  Once the Commission has issued its final Order in that case, the Company 15 

will make any necessary amendments to the tariff pursuant to the Commission’s 16 

Order.   17 

Tariff E.D.R. – Economic Development Rider 18 

Q: IS THE COMPANY PROPOSING ANY CHANGES TO THE ECONOMIC 19 

DEVELOPMENT RIDER TARIFF? 20 

A: No, not in this proceeding.  The Economic Development Rider tariff is the subject 21 

of a separate Commission proceeding, Case No. 2014-00336.  Once the 22 
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Commission has issued its final Order in that case, the Company will make any 1 

necessary amendments to the tariff pursuant to the Commission’s Order.  2 

Q: DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY? 3 

A: Yes. 4 



Kentucky Power Company
Rockport Extension Proposed Revenue Allocation

Proposed Proposed kWh Rate kWh Rate
Ln. Billed Percent of Allocated  Billing Units All Other IGS
No. Tariffs Revenues Revenue $6.2 Million kWh Sales Customers Customers
(1) (2) (3) (4) (5) (6) (7) (8)

1 Residential 267,061,060$ 42.35% 2,625,700$   2,260,149,747

2 SGS 21,651,296$   3.43% 212,660$      142,560,732

3 MGS 64,645,805$   10.25% 635,500$      513,643,421

4 LGS 78,000,533$   12.37% 766,940$      707,364,999

5 OL 8,191,296$     1.30% 80,600$        37,640,598

6 SL 1,609,696$     0.26% 16,120$        8,190,082

7 MW 395,083$        0.06% 3,720$          3,864,039

8 IGS 189,000,671$ 29.97% 1,858,140$   2,818,677,591

9 Total 630,555,440$ 99.99% 6,199,380$   6,492,091,209

10 New Rate $0.001182 $0.000659

Exhibit JAR-1



Total
Ky Retail Ky Retail CIP - TOD Ky Retail All Other

  Billed & CIP - TOD* Capacity Charge All Other Capacity Charge
Ln  Accrued Billed & Accrued Rate Per Billed & Accrued Rate Per
No Month Year kWh kWh kWh kWh kWh Total
(1) (2) (3) (4) (5) (6) (7) = (4) - (5) (8) (9)

1 October 2013 497,904,629 179,117,536 $0.000667 318,787,093 $0.000970 $428,695
    

2 November 2013 570,541,462 188,257,047 $0.000667 382,284,415 $0.000970 $496,383
    

3 December 2013 601,269,198 178,635,737 $0.000667 422,633,461 $0.000970 $529,104
    

4 January 2014 727,096,121 187,522,268  $0.000667 539,573,853 $0.000970 $648,464
     

5 February 2014 590,212,723 161,235,143  $0.000667 428,977,580 $0.000970 $523,652
     

6 March 2014 626,175,478 173,811,498 $0.000667 452,363,980 $0.000970 $554,725
     

7 April 2014 440,658,617 173,969,661 $0.000667 266,688,956 $0.000970 $374,726
     

8 May 2014 524,708,651 193,559,040 $0.000667 331,149,611 $0.000970 $450,319
     

9 June  2014 513,007,262 178,848,316 $0.000667 334,158,946 $0.000970 $443,426
     

10 July  2014 507,524,113 162,904,164 $0.000667 344,619,949 $0.000970 $442,938
   

11 August  2014 521,897,278 181,426,199 $0.000667 340,471,079 $0.000970 $451,268
    

12 September 2014 432,907,942 144,068,608 $0.000667 288,839,334 $0.000970 $376,268

13 Total 6,553,903,474 2,103,355,217 4,450,548,257 $5,719,967

* Usage billed under Tariff RTP for customers who are usually on the CIP-TOD Tariff has been included in Column (5) 

Capacity Charge Tariff Revenues
October 1, 2013 to September 30, 2014

Exhibit JAR-2
Kentucky Power Company



Juris.
Generation Billed Juris. Total Juris. Total Cents Base Total Over(Under)

Month Olive Hill KWH Company Fuel Fuel Per Billed and Fuel F.A.C. Fuel Recovery
Ln KWH Vanceburg Sales Fuel Cost Deferred Cost kWh Accrued Base FAC Revenue Revenue Revenue of Fuel
No Month Year Sales Sales (C4-C5) Cost (C6*(C7/C4) Fuel (C8+C9) (C7/C4) KWH Fuel (C11-C13) (C12*C13) (C12*C14) (C15+C16) (C17-C10)
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17) (18)

1 August 2013 542,214,000 542,214,000 $15,170,229 $15,170,229 $846,294 $16,016,523 0.02798 550,323,969 0.02840 (0.00042)

2 September 2013 474,833,000 474,833,000 $12,129,595 $12,129,595 $1,401,633 $13,531,228 0.02554 453,917,512 0.02840 (0.00286)
 

3 October 2013 486,952,000 6,679,100 480,272,900 $13,284,121 $13,101,914 ($411,831) $12,690,083 0.02728 497,904,629 0.02840 (0.00112) $14,140,491 ($209,120) $13,931,371 $1,241,288
   

4 November 2013 579,155,000 7,869,700 571,285,300 $17,681,028 $17,440,774 ($170,274) $17,270,500 0.03053 570,541,462 0.02840 0.00213 $16,203,378 ($1,631,749) $14,571,629 ($2,698,871)
    

5 December 2013 634,238,000 9,017,200 625,220,800 $16,892,829 $16,652,657 ($2,400,476) $14,252,181 0.02663 601,269,198 0.02840 (0.00177) $17,076,045 ($673,422) $16,402,623 $2,150,442
    

6 January 2014 755,082,000 11,047,100 744,034,900 $19,958,870 $19,666,865 ($2,444,502) $17,222,363 0.02643 727,096,121 0.02840 (0.00197) $20,649,530 $1,548,715 $22,198,245 $4,975,882
    

7 February 2014 626,869,000 9,156,500 617,712,500 $23,228,140 $22,888,853 ($5,804,907) $17,083,946 0.03705 590,212,723 0.02840 0.00865 $16,762,041 ($1,044,677) $15,717,364 ($1,366,582)
    

8 March 2014 530,008,000 8,605,000 521,403,000 $18,353,423 $18,055,444 ($4,933,030) $13,122,414 0.03463 626,175,478 0.02840 0.00623 $17,783,384 ($1,233,566) $16,549,818 $3,427,404
    

9 April 2014 469,384,000 6,391,700 462,992,300 $17,722,956 $17,481,619 ($592,942) $16,888,677 0.03776 440,658,617 0.02840 0.00936 $12,514,705 $3,811,697 $16,326,402 ($562,275)
   

10 May 2014 481,881,000 6,690,100 475,190,900 $17,055,704 $16,818,914 $1,073,615 $17,892,529 0.03539 524,708,651 0.02840 0.00699 $14,901,726 $3,268,935 $18,170,661 $278,132
   

11 June 2014 517,352,000 7,434,700 509,917,300 $17,994,542 $17,735,949 ($61,597) $17,674,352 0.03478 513,007,262 0.02840 0.00638 $14,569,406 $4,801,748 $19,371,154 $1,696,802
  

12 July 2014 533,564,000 7,733,400 525,830,600 $19,049,860 $18,773,754 ($327,236) $18,446,518 0.03570 507,524,113 0.02840 0.00730 $14,413,685 $3,547,594 $17,961,279 ($485,239)
  

13 August 2014 531,708,000 7,894,600 523,813,400 $18,957,360 $18,675,888 ($982,626) $17,693,262 0.03565 521,897,278 0.02840 0.00725 $14,821,883 $3,329,705 $18,151,588 $458,326
  

14 September 2014 461,160,000 6,762,800 454,397,200 $17,026,696 $16,777,004 $2,494,343 $19,271,347 0.03692 432,907,942 0.02840 0.00852 $12,294,586 $3,160,228 $15,454,814 ($3,816,533)

 
15 6,607,353,000 95,281,900 6,512,071,100 $217,205,528 $214,069,635 ($14,561,463) $199,508,172 6,553,903,474 $186,130,860 $18,676,088 $204,806,948 $5,298,776
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Analysis of



Kentucky Power Company
Analysis of Reconnect Charges

Line 
No. Description

Reconnect 
Regular 
Hours - 

Day Shift

Reconnect 
Into O. T. 
Hours - 

Day Shift

Reconnect 
Call-Out 
Hours - 

Day Shift

Reconnect              
Sunday/                                  

Holidays -                            
Day Shift

Collection               
Trip                         

Charge

Bad                        
Check                                    
Charge

Meter 
Test 

Charge

Meter 
Reading 
Check

Total 
Additional 
Revenues

(1) (2) (3) (4) (5) (6) (7) (8) (9)
 

1 Hours Worked 0.5 0.5 2.0 2.0 0.3 0.0 1.0 0.5
2 Transportation Hours 0.5 1.0 1.0 1.0 0.5 0.0 0.5 0.5
3 Hourly Labor Rate 25.48 25.48 25.48 25.48 25.48 0.00 32.87 25.48
4 Overtime Adj. 0.00 12.74 12.74 25.48 0.00 0.00 0.00 0.00
5 Hourly Labor Rate W/O.T. (Line 3 + Line 4) 25.48 38.22 38.22 50.96 25.48 0.00 32.87 25.48
6 Labor Cost (Line 1 * Line 5) 12.74 19.11 76.44 101.92 6.37 3.12 32.87 12.74_________ _________ _________ _________ _________ _________ _________ _________
7 Transportation Hourly Rate  9.39 9.39 9.39 9.39 9.39 0.00 10.89 9.39
8 Trans. Cost (Line 7 * Line 2) 4.70 9.39 9.39 9.39 4.70 0.00 5.45 4.70_________ _________ _________ _________ _________ _________ _________ _________
9 Fringe Benefits Rate  0.3020 0.1260 0.1260 0.1260 0.3020 0.3020 0.3020 0.3020

10 Benefits Cost (Line 6 * Line 9) 3.85 2.41 9.63 12.84 1.92 0.94 9.93 3.85
11 Bank Fees 14.65_________ _________ _________ _________ _________ _________ _________ _________
12 Total Cost (Line 6 + Line 8 + Line 10 + Line 11 = Line 12) 21.29 30.91 95.46 124.15 12.99 18.71 48.25 21.29
13 Suggested Charge 21.00 30.00 95.00 124.00 13.00 18.00 48.00 21.00
14 Current Charge 12.94 17.26 35.95 44.58 8.63 7.00 14.38 0.00_________ _________ _________ _________ _________ _________ _________ _________
15 Increase/(Decrease) $8.06 $12.74 $59.05 $79.42 $4.37 $11.00 $33.62 $21.00
16 12 Month 09/30/14 Actual No. of Trans. 6,134        427           368           27             31,077        2,736         55            257          _________ _________ _________ _________ _________ _________ _________ _________
17 Total Additional Revenues $49,440.04 $5,439.98 $21,730.40 $2,144.34 $135,806.49 $30,096.00 $1,849.10 $5,397.00 $251,903.35
18 Less:State Income Tax at 6.00% $15,114
19 Less:Federal Tax At 35% $82,876____________
20 Net Income Effect $153,913____________
21 13 Month Average Equity as of September 30, 2014 $778,700,000.
22 Effect on Return on Equity ( Line 20 / Line 21) 0.02%

Exhibit JAR-4





Collection Bad Meter Meter Twelve Month Class
Reconnect Reconnect Reconnect Reconnect Trip Check Test Reading Check Class September 30, 2014 Total

Ln $21.00  $30.00  $95.00  $124.00  $13.00  $18.00  $48.00 21.00 Revenue Billed & Accrued Percent
No Description Charge Charge Charge Charge Charge Charge Charge Charge Increase Revenue Change
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13)

1 Residential $46,393 $5,160 $20,845 $1,906 $122,749 $27,555 $1,513 $1,743 $227,864 $239,925,809 0.0950%
2 Commerical $3,023 $280 $886 $238 $12,708 $2,530 $336 $1,260 $21,261 $104,680,619 0.0203%
3 Public Authority $0 $0 $0 $0 $13 $11 $0 $315 $339 $19,745,753 0.0017%
4 School $0 $0 $0 $0 $4 $0 $0 $0 $4 $19,042,856 0.0000%
5 Industrial $16 $0 $0 $0 $170 $0 $0 $2,079 $2,266 $131,032,794 0.0017%
6 Mine Power $8 $0 $0 $0 $162 $0 $0 $0 $170 $47,686,278 0.0004%
7 Public Street Lighting $0 $0 $0 $0 $0 $0 $0 $0 $0 $1,720,808 0.0000%

8 Total Incremental
Increase $49,440 $5,440 $21,730 $2,144 $135,806 $30,096 $1,849 $5,397 $251,903 $563,834,917 0.0447%

9 Total at Proposed 
Rates $128,814 $12,810 $34,960 $3,348 $404,001 $49,248 $2,640 $5,397 $641,218

Exhibit JAR-5
 

Twelve Months Ending September 30, 2014
by Customer Class

Non-Recurring Charges at Proposed Rates
Kentucky Power Company



Test Year
Ln Test Year Revenue 
No Description Oct 13 Nov 13 Dec 13 Jan 14 Feb 14 Mar 14  Apr 14 May 14 Jun 14 Jul 14 Aug 14 Sep 14 Total Rate Per Class
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17)

$12.94 Reconnect Charge
1 Residential 998 384 201 98 134 286 620 659 510 615 690 561 5,756 $12.94 $74,482.64
2 Commerical 48 22 21 11 19 20 36 43 26 39 54 36 375 $12.94 $4,852.50
3 Public Authority 0 0 0 0 0 0 0 0 0 0 0 0 0 $12.94 $0.00
4 Mine Power 1 0 0 0 0 0 0 0 0 0 0 0 1 $12.94 $12.94
5 Industrial 0 0 0 1 0 0 1 0 0 0 0 0 2 $12.94 $25.88
6 Total 1047 406 222 110 153 306 657 702 536 654 744 597 6,134 $79,373.96

$17.26 into Overtime
7 Residential 66 20 12 9 8 27 48 51 29 35 56 44 405 17.26 $6,990.30
8 Commerical 4 0 5 0 0 1 3 1 4 1 0 3 22 17.26 $379.72
9 Total 70 20 17 9 8 28 51 52 33 36 56 47 427 $7,370.02

$35.95 Call Out
10 Residential 55 23 6 9 8 31 52 32 34 39 32 32 353 35.95 $12,690.35
11 Commerical 2 2 0 0 1 1 2 0 2 1 2 2 15 35.95 $539.25
12 Industrial 0 0 0 0 0 0 0 0 0 0 0 0 0 35.95 $0.00
13 Total 57 25 6 9 9 32 54 32 36 40 34 34 368 $13,229.60

$44.58 Sun. Holiday
14 Residential 1 1 2 0 1 1 5 3 2 4 3 1 24 44.58 $1,069.92
15 Commerical 0 0 1 0 0 0 0 1 0 1 0 0 3 44.58 $133.74
16 Total 1 1 3 0 1 1 5 4 2 5 3 1 27 $1,203.66

$8.63Collection Trip
17 Residential 3007 2088 1630 2441 1495 2447 3023 2580 2293 2656 2345 2084 28,089 8.63 $242,408.07
18 Commerical 259 228 188 279 226 291 262 246 198 246 255 230 2,908 8.63 $25,096.04
19 Public Authority 0 0 0 0 0 0 1 1 0 1 0 0 3 8.63 $25.89
20 School 0 1 0 0 0 0 0 0 0 0 0 0 1 8.63 $8.63
21 Industrial 4 4 0 6 2 2 5 3 1 2 7 3 39 8.63 $336.57
22 Mine Power 2 4 5 1 3 5 4 2 2 3 3 3 37 8.63 $319.31
23 Public Street Lights 0 0 0 0 0 0 0 0 0 0 0 0 0 8.63 $0.00
24 Total 3272 2325 1823 2727 1726 2745 3295 2832 2494 2908 2610 2320 31,077 $268,194.51

$7.00
Bad Check Charge

25 Residential 179 133 140 202 167 178 279 243 263 243 246 232 2,505 7.00 $17,535.00
26 Commerical 13 9 8 28 22 26 22 25 16 21 28 12 230 7.00 $1,610.00
27 Public Authority 0 0 0 0 0 0 0 1 0 0 0 0 1 7.00 $7.00
28 Industrial 0 0 0 0 0 0 0 0 0 0 0 0 0 7.00 $0.00
29 Mine Power 0 0 0 0 0 0 0 0 0 0 0 0 0 7.00 $0.00
30 Total 192 142 148 230 189 204 301 269 279 264 274 244 2,736 $19,152.00

$14.38 Meter Test
31 Residential 1 0 1 9 15 8 0 2 2 3 3 1 45 14.38 $647.10
32 Commerical 1 1 0 3 1 1 0 3 0 0 0 0 10 14.38 $143.80
33 Public Authority 0 0 0 0 0 0 0 0 0 0 0 0 0 14.38 $0.00
34 Total 2 1 1 12 16 9 0 5 2 3 3 1 55 $790.90

Meter Reading Check
35 Residential 6 5 9 10 14 6 9 5 4 7 4 4 83 $0.00
36 Commerical 2 4 2 2 4 7 13 8 4 7 4 3 60 $0.00
36 Industrial 5 1 2 2 5 3 57 7 4 5 5 3 99 $0.00
37 Public Authority 2 1 1 2 1 1 3 1 3 0 0 0 15 $0.00
38 Total 15 11 14 16 24 17 82 21 15 19 13 10 257 $0.00

39 Total $389,314.65
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Kentucky Power Company
Twelve Months Ending September 30, 2014

Non-Recurring Charges
Monthly Break Down
Test Year Revenues



Proposed
Ln Proposed Increase
No Description Oct 13 Nov 13 Dec 13 Jan 14 Feb 14 Mar 14  Apr 14 May 14 Jun 14 Jul 14 Aug 14 Sep 14 Total Increase Per Class
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17)

$12.94 Reconnect Charge
1 Residential 998 384 201 98 134 286 620 659 510 615 690 561 5,756 $8.06 $46,393.36
2 Commerical 48 22 21 11 19 20 36 43 26 39 54 36 375 $8.06 $3,022.50
3 Public Authority 0 0 0 0 0 0 0 0 0 0 0 0 0 $8.06 $0.00
4 Mine Power 1 0 0 0 0 0 0 0 0 0 0 0 1 $8.06 $8.06
5 Industrial 0 0 0 1 0 0 1 0 0 0 0 0 2 $8.06 $16.12
6 Total 1047 406 222 110 153 306 657 702 536 654 744 597 6,134 $8.06 $49,440.04

$17.26 into Overtime
7 Residential 66 20 12 9 8 27 48 51 29 35 56 44 405 12.74 $5,159.70
8 Commerical 4 0 5 0 0 1 3 1 4 1 0 3 22 12.74 $280.28
9 Total 70 20 17 9 8 28 51 52 33 36 56 47 427 12.74 $5,439.98

$35.95 Call Out
10 Residential 55 23 6 9 8 31 52 32 34 39 32 32 353 59.05 $20,844.65
11 Commerical 2 2 0 0 1 1 2 0 2 1 2 2 15 59.05 $885.75
12 Industrial 0 0 0 0 0 0 0 0 0 0 0 0 0 59.05 $0.00
13 Total 57 25 6 9 9 32 54 32 36 40 34 34 368 59.05 $21,730.40

$44.58 Sun. Holiday
14 Residential 1 1 2 0 1 1 5 3 2 4 3 1 24 79.42 $1,906.08
15 Commerical 0 0 1 0 0 0 0 1 0 1 0 0 3 79.42 $238.26
16 Total 1 1 3 0 1 1 5 4 2 5 3 1 27 79.42 $2,144.34

$8.63Collection Trip
17 Residential 3007 2088 1630 2441 1495 2447 3023 2580 2293 2656 2345 2084 28,089 4.37 $122,748.93
18 Commerical 259 228 188 279 226 291 262 246 198 246 255 230 2,908 4.37 $12,707.96
19 Public Authority 0 0 0 0 0 0 1 1 0 1 0 0 3 4.37 $13.11
20 School 0 1 0 0 0 0 0 0 0 0 0 0 1 4.37 $4.37
21 Industrial 4 4 0 6 2 2 5 3 1 2 7 3 39 4.37 $170.43
22 Mine Power 2 4 5 1 3 5 4 2 2 3 3 3 37 4.37 $161.69
23 Public Street Lights 0 0 0 0 0 0 0 0 0 0 0 0 0 4.37 $0.00
24 Total 3272 2325 1823 2727 1726 2745 3295 2832 2494 2908 2610 2320 31,077 4.37 $135,806.49

$7.00
Bad Check Charge

25 Residential 179 133 140 202 167 178 279 243 263 243 246 232 2,505 11.00 $27,555.00
26 Commerical 13 9 8 28 22 26 22 25 16 21 28 12 230 11.00 $2,530.00
27 Public Authority 0 0 0 0 0 0 0 1 0 0 0 0 1 11.00 $11.00
28 Industrial 0 0 0 0 0 0 0 0 0 0 0 0 0 11.00 $0.00
29 Mine Power 0 0 0 0 0 0 0 0 0 0 0 0 0 11.00 $0.00
30 Total 192 142 148 230 189 204 301 269 279 264 274 244 2,736 11.00 $30,096.00

$14.38 Meter Test
31 Residential 1 0 1 9 15 8 0 2 2 3 3 1 45 33.62 $1,512.90
32 Commerical 1 1 0 3 1 1 0 3 0 0 0 0 10 33.62 $336.20
33 Public Authority 0 0 0 0 0 0 0 0 0 0 0 0 0 33.62 $0.00
34 Total 2 1 1 12 16 9 0 5 2 3 3 1 55 33.62 $1,849.10

Meter Reading Check
35 Residential 6 5 9 10 14 6 9 5 4 7 4 4 83 21.00 $1,743.00
36 Commerical 2 4 2 2 4 7 13 8 4 7 4 3 60 21.00 $1,260.00
36 Industrial 5 1 2 2 5 3 57 7 4 5 5 3 99 21.00 $2,079.00
37 Public Authority 2 1 1 2 1 1 3 1 3 0 0 0 15 21.00 $315.00
38 Total 15 11 14 16 24 17 82 21 15 19 13 10 257 21.00 $5,397.00

39 Total $251,903.35

Exhibit JAR-7

Kentucky Power Company
Twelve Months Ending September 30, 2014

Non-Recurring Charges
Monthly Break Down

Monthly Break Down with Proposed Increase
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P.S.C KY. NO. 10 

KENTUCKY POWER COMPANY 
lOlA ENTERPRISE DRIVE 

P.O. BOX 5190 
FRANKFORT, KY 40602 

RATES-CHARGES-RULES-REGULATIONS 
FOR FURNISHING 

ELECTRIC SERVICE 

IN THE KENTUCKY TERRITORY SERVED 
BY KENTUCKY POWER COMPANY 

AS STATED ON SHEET NO. 1 

FILED WITH THE PUBLIC SERVICE COMMISSION 
OF 

KENTUCKY 

DATE OF ISSUE: December 23,2014 
DATE EFFECTIVE: January 23,2015 
ISSUED BY: John A. Rogness III 
TITLE: Director Regulatory Services 

N 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 1-1 
CANCELLING P.S.C. KY. NO. to SHEET NO. 1-1 

INDEX 

Terms and Conditions of Service 

Capacity and Energy Control Program 

Standard Nominal Voltages 

Tariff F.A.C. Fuel Adjustment Clause 

TariffR.S. Residential Service 

TariffR.S.-L.M.-T.O.D. Residential Load Management-Time-of-Day 

Tariff R.S.-T.O.D. Residential Time-of-Day 

TarilfR.S.-T.O.D. 2 Experimental Residential Service Time-of-Day 2 

Tariff S.G.S. Small General Service 

Tariff S.G.S.-T.O.D. Small General Service Time-of-Day 

Tariff M.G.S. Medium General Service 

Tariff M.G.S.-T.O.D. Medium General Service Time-of-Day 

Tarilf L.G.S. Large General Service 

Tariff L.G.S.-T.O.D. Large General Service Time-of-Day 

Tariff I.G.S. Industrial General Service 

Reserved for future use 

Tariff C.S.-I.R.P. Contract Service -Interruptible Power 

TariffM.W. Municipal Waterworks 

TariffO.L. Outdoor Lighting 

TariffS.L. Street Lighting 

Tariff C.A.T.V. Cable Television Pole Attachment 

(Cont'd on Sheet No. 1-2) 

DATE OF lSSUE: December23, 2014 

IJATE EFFECTIVE: Service Rendered On And Aller Januar 

ISSUED BY: JOHN A. ROGNESS III 9,-ri_~~;;:;;::::::;c~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated Xxxxxxxx 

SHEET NO. 

2-1 thru 2-17 

3-1 thru 3-10 

4-1 

5-l thru 5-2 

6-1 thru6-3 

6-4 thru 6-6 

6-7 thru 6-9 

6-10 th ru 6-12 

7-1 thru 7-3 

7-4 thnt 7-6 

8-l thnt 8-4 

8-5 thru 8-7 

9-1 thru 9-4 

9-5 thru 9-8 

10-1 thru 10-4 

11-1 

12-1 th1·u 12-4 

13-1 thru 13-3 

14-1 thru 14-4 

15-1 thru 15-3 

16-1 thru 16-5 

T 

N 

T 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 1-2 
CANCELLING P.S.C. KY. NO. IO SHEET NO. I-2 

INDEX (Con!' d) 

Tariff COGEN/SPP I Cogeneration and/or Small Power Production- 100 kW or less 

Tariff COGEN/SPP II Cogeneration and/or Small Power Production- Over 100 kW 

Tariff S.S.C. System Sales Clause 

T~1riff F.T. Franchise Tariff 

TariffT.S. Temporary Service 

Tariff D.S.M.C. Demand-Side Management Adjustment Clause 

Tariff B.E.R. Biomass Energy Rider 

Tariff P.J.M. P.J.M.R. 

Tariff Reserved for future use 

TariffN.U.G. Non-Utility Generator 

Tariff N.M.S. Net Metering Service 

Tariff C. C. Capacity Charge 

Tariff E.S. Environmental Surcharge 

Tariff Reserved for future use 

Rider G.P.O. Green Pricing Option Rider 

Rider A.F.S. Alternate Feed Service Rider 

TariffU.G.R.T. Utility Gross Receipts Tax (School Tax) 

TariffK.S.T. Kentucky Sales Tax 

Tariffl>.P.A. Purchase Power Adjustment 

Tariff A. T.R. Asset Transfer Rider 

Tariff E.D.R. Economic Development Rider 

(Cont'd on Sheet No. 1-3) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUF:D BY: JOHN A. ROGNESS m_9~ 
'-.--

'l'lTLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-Xxxx Dated Xxxxxxxx 

SHEET NO. 

17-1 thrul7-3 

18-1 thru 18-3 

19-1 thru 19-2 

20-1 

21-1 

22-1 thru 22-13 

23-1 

24-l thru 24-3 

25-1 

26-1 thru26-3 

27-1 thru27-22 

28-1 thru28-2 

29-l thru29-5 

30-1 

31-1 

32-1 thn1 32-4 

33-1 

34-1 

35-1 

36-1 thru 36-2 

37-1 thru 37-5 

N 

T 

T 

T 

N 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 1-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 1-3 

INDEX (Cont'd) 
TITLE SHEET NO. 

Rider B.S.R.R. Big Sandy Retirement Rider 38-lthru 38-2 

Rider B.S.l. O.R. Big Sandy 1 Operation Rider 39-lthru 39-2 

Rider N.C.C.R. NERC Compliance and Cybersecurity 40-lthru 40-3 

THE ABOVE TARIFFS ARE APPLICABLE TO THE ENTIRE TERRITORY SERVED BY KENTUCKY POWER 
COMPANY IN BOYD. BREATHITT. CARTER. CLAY. ELLIOTT, FLOYD, GREENUP, JOHNSON, KNOTT, 

LAWRENCE, LESLIE, LETCHER, LEWIS, MAGOFFIN, MARTIN, MORGAN, OWSLEY, PERRY, PIKE 
AND ROW AN COUNTIES. 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23. 2015 

ISSUED BY: JOHN A. ROGNESS n9~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-Xxxx Dated Xxxxxxxx 

N 

N 

N 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.2- l 

TERMS AND CONDITIONS OF SERVICE 

I. APPLICATION. 

A copy of the tariffs and standard terms and conditions under which service is to be rendered to the Customer will be 
furnished upon request and the Customer shall elect upon which tariff applicable to his service his application shall be based. 
A copy ofthe tariff is also available on-line at www.kcntuckypower.com. 

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

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

2. INSPECTION. 

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

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

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

3. SERVICE CONNECTIONS. 

Service connections will be provided in accordance with 807 KAR 5:041, Section 10. 

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

The Company will, when requested to furnish service, designate the location of its service connection. The Customer's 
wiring must, except for those cases listed below, be brought outside the building wall nearest the Company's service wires so 
as to be readily accessible thereto. When service is from an overhead system, the Customer's wiring must extend at least 18 
inches beyond the building. Where Customers install service entrance facilities which have capacity and layout specified by 
the Company and/or install and use certain equipment specified by the Company, the Company may supply or offer to own 
certain facilities on the Customer's side of the point where the service wires attach to the building. 

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

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

(Cont'd on Sheet No. 2-2) 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

T 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-2 

TERMS AND CONDITIONS OF SERVICE (Con!' d) 
4. DEPOSITS. 

Prior to providing service or at any time thereafter, the Company may require a cash deposit or other guaranty acceptable to the 
Company to secure payment of bills except for customers qualifying for service reconnection pursuant to 807 KAR 5:006, 
Section 16, Winter Hardship Reconnection. Service may be refused or discontinued for failure to pay the requested deposit. 
Upon request from a residential customer the deposit will be returned after 18 months if the customer has established a 
satisfactory payment record; but commercial deposits will be retained by the Company during the entire time that the account 
remains active. 

A. Interest 

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

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

B. Criteria for Waiver of Deposit Requirement 

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

I. 

2. 

3. 

4. 
5. 

Satisfactory payment criteria, which may be established by paying all bills rendered, having no disconnections 
for nonpayment, having no late notices, having no defaulted credit arrangements, having no returned payments 
and having no meter diversion or theft of service. 
Meeting satisfactory credit criteria. Satisfactory credit for customers will be determined by utilizing 
independent credit sources as well as historic and ongoing payment and credit history with Company. 
Another customer with satisfact01y payment history is willing to sign as a guarantor for an amount equal to the 
required deposit. 
Providing evidence of other collateral acceptable to Company. 
Checkless Payment Plan (CPP) 

C. Method of Determination 
I. Calculated Deposits 

a. Deposit amounts paid by residential customers shall not exceed a calculated amount based upon actual 
usage data of the Customer at the same or similar premises for the most recent 12-month period, if such 
information is available. If the actual usage data is not available, the deposit amount shall be based on the 
average bills of similar customers and premises in the customer class. 1be deposit shall not exceed 2/12 
of the Customer's actual or estimated annual bill. 

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

(Cont"d on Sheet No. 2-3) 

DATE OF ISSUE: December 23.2014 

DATE EFFECTIVE: Service Rendered On And After January 23. 2015 

ISSUED J3Y: JOHN A. ROGNESS III~ ( ~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

T 

T 

T 

T 

T 

T 

T 
T 
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KENTUCKY POWER COMPANY 
P.S.C.KY.NO.IO ORIGINAL SHEETNO. 2-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-3 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

4. DEPOSITS, (Cont'd.) 

D. Additional or Supplemental Deposit Requirement 

An additional or supplemental deposit may be required if the Customer does not maintain a satisfactory credit criteria or payment T 
history. If a change in usage or classification of service has occurred, the customer may be required to pay an additional deposit up to T 
2/12 of the annual usage. The Customer will receive a message on the bill informing the Customer that if the account is not current by 
the specified date listed an additional or supplement deposit will be charged to the account the next time the account is bilied. 

1. Satisfactory payment criteria is defined as paying all bills rendered, having no disconnections for nonpayment, having no N 
late notices, having no defaulted credit arrangements, having no returned payments and having no meter diversion or theft 
of service. 

2. A nonresidential customer docs not maintain satisfactory credit criteria when its credit score at any national independent 
credit rating service fails to a level that is deemed to be vulnerable to nonpayment, including but not limited to: "C" level 
at Valueline, a "BB+" level at Standard and Poor's or Fitch, "Ba3" at Moody's. If a nonresidential customer is not rated 
by a national independent credit rating service, its credit may be evaluated by using credit scoring services, public record 
financial information, or financial scoring and modeling services, and if it is deemed that the customer is vulnerable to 
nonpayment, a deposit may be required. N 

E. Recalculation of Customers Deposit 

When a deposit is held longer than 18 months, the Customer may request that the deposit be recalculated based on the Customer's 
actual usage. If the amount of deposit on the account differs from the recalculated amount by more than $10.00 for a residential 
Customer or I 0 percent for a non-residential Customer, the Company may collect any underpayment and shall refund any 
overpayment by check or credit to the Customer's bill. No refund will be made if the Customer's bili is delinquent at the time of the 
recalculation. 

5. PA VMENTS, 

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

A. Equal Payment Plan 

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

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

If a Customer fails to pay bills as rendered under the Equal Payment Plan, the Company reserves the right to revoke the plan, restore 
the Customer to regular biiiing, require immediate payment of any deficiency, and require a cash deposit or other guaranty to secure 
payment ofbil1s. 
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KENTUCKY POWER COMPANY 
P.S.C. KY.NO.IO ORIGINAL SHEET NO. 2-4 

CANCELLING P.S.C. KY. NO.IO SHEET NO. 2-4 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

B. Average Monthly Payment Plan CAmp) 

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

The AMP Plan is designed to allow the Customer to pay an average amount each month based upon the actual billed amounts during 
the past twelve (12) months. The average payment amount is based upon the current month's total bill plus the eleven (11) preceding 
months. That result is divided by the total billing days associated with the billings to determine a per day average. The daily 
average amount is multiplied by thirty (30) to determine the current month's payment under the AMP Plan. At the next billing 
period, the oldest month's billing history is removed, the cmTent month's billing is added and the total is again divided by the total 
billing days associated with the billings to determine a per day average. Again the daily average amount is multiplied by thirty (30) 
to find the new average payment amount. The average monthly payment amount is calculated each and every month in this manner. 

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

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

C. All Payments. 

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

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

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

6. UNDERGROUND SERVICE. 

When a real estate developer desires an underground distribution system within the property which he is developing or when a 
Customer desires an undergrmmd service, the real estate developer or the Customer, as the case may be, shall pay the Company the 
difference between the anticipated cost ofthe underground facilities so requested and the cost of the overhead facilities which would 
ordinarily be installed in accordance with 807 KAR 5:041, Section 21, and the Company's underground service plm1 as filed with 
the Public Service Commission. Upon receipt of payment, the Company will install the underground facilities and will own, operate 
and maintain the same. 
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KENTUCKY POWER COMPANY 
P.S.C. KY. NO. 10 ORIGINAl, SHEET NO. 2-5 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-5 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

7. COMPANY'S LIABILITY 

The Company will use reasonable diligence in furnishing a regular and uninterrupted supply of energy, but does not guarantee 
unintenupted service. The Company shall not be liable for damages in case such supply should be interrupted or fail by reason of an 
event of Force Majeure. Force Majeure consists of an event or circumstance which prevents Company from providing service, 
which event or circumstance was not anticipated, which is not in the reasonable control of, or the result of negligence of, the 
Company, and which, by the exercise of due diligence, Company is unable to overcome or avoid or causes to be avoided. Force 
Majeure events includes act of God, the public enemy, accidents, labor disputes, orders or acts of civil or military authority, 
breakdowns or injury to the machinery, transmission lines, distribution lines or other facilities of the Company, or extraordinary 
repairs. 

Unless otherwise provided in a contract between the Company and Customer, the point at which service is delivered by Company to 
Customer, to be known as .. delivery point," shall be the point at which the Customer's facilities are connected to the Company's 
facilities. The metering device is the property of the Company. The meter base, connection, grounds and ali associated intemal 
parts inside the meter base are customer owned and are the responsibility of the customer to install and maintain. The Company shall 
not be liable for any loss, injury, or damage resulting ll·om the Customer's use of their equipment or occasioned by the energy 
furnished by the Company beyond the delivery point. 

Beginning September I, 2014 and thereafter, any new installation, upgrade or other modification of an existing meter installation 
shall be made using only Company supplied or approved meter bases. A list of Company~approved meter bases and specifications 
can be found on the Company's website at: www.kentuckypower.com. 

The Customer shaH provide and maintain suitable protective devices on their equipment to prevent any loss, injury or damage that 
might result from single phasing conditions or any other fluctuation or irregularity in the supply of energy. The Company shall not 
be liable for any loss, injury or damage resulting from a single phasing condition or any other fluctuation or irregularity in the 
supply of energy which could have been prevented by the use of such protective devices. The Company shall not be liable for any 
damages, whether direct, incidental or consequential, including, without limitation, loss of profits, loss of revenue, or loss of 
production capacity occasioned by interruptions, fluctuations, or iiTegularity in the supply of energy. 

The Company is not responsible for loss or damage caused by the disconnection or recollllection of its facilities. The Company is 
not responsible for loss or damages caused by the theft or destruction of Company facilities by a third party. 

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

8. CUSTOMER'S LIABILITY. 

In the event ofloss or injury to the property ofthe Company through misuse by, or the negligence of, the Customer or the employees 
of the same, the cost of the necessary repairs or replacement thereof shall be paid to the Company by the Customer. 

Customers will be responsible for tampering with, inte1fering with, or breaking of seals of meters, or other equipment of the 
Company instalied on the Customer's premises. The Customer hereby agrees that no one except the employees of the Company 
shall be allowed to make any intemal or external adjustments of any meter or any other piece of apparatus, which shall be the 
property of the Company. 
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KENTUCKY POWER COMPANY 
P.S.C. KY. NO.lO ORIGINAL SHEET NO. 2-6 

CANCEI"LlNG P.S.C. KY. NO. 10 SHEET NO. 2-6 

TERMS AND CONDITIONS OF SERVICE (Con!' d) 

8. CUSTOMER'S LIABILITY (Cont'd) 

The Company shall have the right at all reasonable hours to enter the premises of the Customer for the purpose of installing, 
reading, removing, testing, replacing or otherwise disposing of its apparatus and property, and the right of entire removal of the 
Company's property in the event of the termination of the contract for any cause. 

9. EXTENSION OF SERVICE. 

The electric facilities of the Company shall be extended or expanded to supply electric service to all residential Customers and small 
commercial Customers which require single phase line where the installed transformer capacity does not exceed 25 KV A in 
accordance with 807 KAR 5:041, Section 11. 

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

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

For service to be delivered to Customers with demand levels higher than those specified above, the annual cost to serve the 
Customer's requirements shall be compared with the estimated revenue for one year to determine if a contribution in aid of 
construction, and/or a special minimum and/or other arrangement may be necessary. The annual cost to serve shall be the sum of 
the following components: 

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

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

3. The annual fixed costs of the new local facilities necessary to provide the service requested calculated at 21.95% 
ofthc installed cost of such facilities. 
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KENTUCKY POWER COMPANY 
P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-7 

CANCELLING P.S.C. KY. NO. 10 SIIEET NO. 2-7 

TERMS AND CONDITIONS OF SERVICE (Coot' d) 

9. EXTENSION OF SERVICE (Cont'dl 

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

Except where service is rendered in accordance with 807 KAR 5:041, Section 11, as described herein, the company may require the 
Customer to execute an Advance and Refund Agreement where the Company reasonably questions the longevity of the service or the 
estimated energy use and demand requirements provided by the Customer. Under the Advance and Refund Agreement, the 
Customers shall pay the company the estimated total installed cost of the required new facilities which advance could be refunded 
over a five year period under certain circumstances. Over the five year period the Customer' electric bill would be credited each 
month up to the amount of 1/60th of the total amount advanced. 

10. EXTENSION OF SERVICE TO MOBILE HOME. 

The electrical facilities of the Company will be extended or expanded to supply electric service to mobile homes in accordance with 
807 KAR 5:041, Section 12. 

11. LOCATION AND MAINTENANCE OF COMPANY'S EQUIPMENT. 

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

12. BILLING FORM. 

Pursuant to 807 KAR 5:006, Section 7 (3) copies of the billing forms used by the Company are shown on Sheet Nos. 2-12 thru 2-17. T 

13. RATE SCHEDULE SELECTION. 

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

Customer may change their initial rate schedule selection to another applicable rate schedule at any time by either written notice to 
Company and/or by executing a new contract for the rate schedule selected, provided that the application of such subsequent 
selection shall continue for 12 months before any other selection may be made. In no case will the Company refund any monetary 
difference between the rate schedule under which service was billed in prior periods and the newly selected rate schedule. 
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KENTUCKY POWER COMPANY 
P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-8 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-8 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

14. MONITORING USAGE. 

At least once quarterly the Company will monitor the usage of each customer according to the following procedure: 

1. The Customer's monthly usage will be compared with the usage of the cmTesponding period of the previous year. 

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

3. If the monthly usage is not substantially the san1e and cannot be attributed to a readily identified common cause, the 
Company will compare the Customer's monthly usage records for the 12-month period with the monthly usage tbr the 
same months of the preceding year. 

4. If the cause for the usage deviation cmmot be detennined fi_.om analysis of the Customer's meter reading and billing 
records, the Company will contact the Customer to determine whether there have been changes that explain the increased 
or decreased usage. 

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

6. The Company will notify the customers of the investigation, its findings, and any refunds or back billing in accordance 

T 

with 807 KAR 5:006, Section 11(4) and (5). T 

In addition to the quarterly monitoring, the Company will immediately investigate usage deviations brought to its attention as a T 
result of its on-going meter reading, bil1ing processes, or customer inquity. 

1 5. USE OF ENERGY BY CUSTOMER. 

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

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

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

The Customer shall install only motors, apparatus or appliances which are suitable for operation with the character of the 
service supplied by the Company, and which shall not be detrimental to same, and the electric energy must not be used in such 
a manner as to cause unprovided for voltage fluctuations or disturbances in the Company's transmission or distribution system. 
The Company shall be the sole judge as to the suitability of apparatus or appliances, and also as to whether the operation of 
such apparatus or appliances is or will be detrimental to its general service. 
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KENTUCKY POWER COMPANY 
P.S.C. KY. NO.lO ORIGINAL SHEET NO. 2-9 

CANCELLING P.S.C. KY. NO.lO SHEET NO. 2-9 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

15. USE OF ENERGY BY CUSTOMER. (Cont'd) 

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

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

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

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

Resale of energy wilJ be pennitted only with express written consent by the Company. 

16. RESIDENTIAL SERVICE. 

Except as otherwise provided in these tariffs, individual residences shall be served individually with single-phase service T 
under the applicable residential service tariff. Customer may not take service for 2 or more separate residences through a 
single point of delivery under any tarif£ Exclusions may be allowed pursuant to 807 KAR 5:046 (Prohibition of master 
metering). 

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

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

17. DENIAL OR DISCONTINUANCE OF SERVICE. 

The Company reserves the right to refuse or discontinue service to any customer if the customer is indebted to the Company T 
for any service theretofore rendered at any location; provided however, the customer shall be notified in writing in T 
accordance with 807 KAR 5:006, Section 15, before disconnection of service. T 

Any discontinuance of service shall not te1minate the contract for electric service between the Company and the applicant or 
customer nor shall it abrogate any minimum charge, which may be effective. 
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KENTUCKY POWER COMPANY 
P.S.C. KY. NO.lO ORIGiNAL SHEET NO. 2-10 

CANCELLiNG P.S.C. KY. NO.lO SHEET NO. 2-10 

TERMS AND CONDITIONS OF SERVICE (Con!' d) 

18. EMPLOYEE'S DISCOUNT. 

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

19. SPECIAL CHARGES. 

A. Rcconnection and Disconnect Charges 

B. 

In cases where the Company has discontinued service as herein provided for, the Company reserves the right to assess 
a reconnection charge pursuant to 807 KAR 5:006, Section 9 (3)(b), payable in advance, in accordance with the 
following schedule. However, those Customers qualifying for Winter Hardship Reconnection under 807 KAR 5:006 
Section 16 shaii be exempt from the reconnect charges. 

1. Reconnect for nonpayment during regular hours .......................... $ 21.00 
2 Reconnect at the end of the day (No "Call Out" required)............ $ 30.00 
3. Reconnect for nonpayment when a "Call Out" is required prior to 10:00 PM 

(A "Call Out" is when an employee must be called in to work on an overtime 
basis to make the reconnect trip. Reconnection for nonpayment will not be made 
when a "Call Out" after 10:00 p.m. is required) .......................... $ 95.00 

4. Reconnect for nonpayment when double time is required 
(Sunday and Holiday)...................................................... $ 124.00 

5. Termination or field trip ...................................................... $ 13.00 

The reconnection charge for all Customers where service has been disconnected for :fi'audulcnt use of 
electricity will be the actual cost of the reconnection. 

Meter Reading Check 

Pursuant to 807 KAR 5:006, Section 9 (3) (d) in cases where a customer requests a meter be reread, and the second 
reading shows the original reading was conect, the Customer will be charged a fee of $21.00 to cover the handling 
cost. 

C. Returned Check Chm·ge 

In cases where a customer pays by check, which is later returned as unpaid by the bank for any reason, the Customer 

I 
I 

N 

N 

I 

I 
I 

N 

r 
N 

will be charged a fee of$18.00 to cover the handling costs. I 

D. Meter Test Charge 

Where test of a meter is made upon written request of the Customer pursuant to 807 KAR 5:006, Section 19, the 
Customer will be charged $48.00 if such test shows that the meter was not more than two percent (2%) fast. I 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-11 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-ll 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

19. SPECIAL CHARGES. CONT'D 

E. Work performed on Company's Facilities at Customer's Requests 

Whenever, at the request and for the benefit of the Customer, work is performed on the Company's facilities, 
including the relocation, or replacement of the Company's facilities, the Customer shall pay to the Company 
in advance of the Company undertaking the work the estimated total cost of such work. This cost shall be 
itemized by major categories and shall include the Company's overheads and shall be credited with the net 
value of any salvageable material. The actual cost for the work performed shall be calculated at the 
completion of the work and the appropriate charge or refimd will be made to the Customer. 

Reasonable notice of not less than three working days shall be given to the Company for ail requested work 
except for the covering of the Company's lines. Notice of any request for the Company to cover its lines 
shall be given at least two days in advance. The Company will endeavor to comply with all timely requests, 
but work may be delayed because of demands on the Company's personnel and equipment. 

If the cost, as calculated above, is $500 or less for covering the Company's distribution facilities no charge 
will be imposed. All costs in excess of $500 for covering the Company's distribution facilities, shall be paid 
by the Customer, in advance of the Company undertaking the work. The actual cost for the work performed 
shall be calculated at the completion of the work and the appropriate charge or refund will be made to the 
customer. 
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IffiNTUCKYPOWERCOMPANY P.S.C. KY. N0.10 ORIGINAL SHEET NO. 2-12 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-12 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 
Residential Bill Form Page 1 

l'f'll!! KENTUCKY 
JiiM /POWER' 

A unit of Ameriwn 8er;/ric Power 

Account Number 

030-999-999-9-9 
CY XX 

xxxxxxx 

$XXX. XX 
I $ Amount Enclosed Total Amount Due 

Due MM1DD, Add $XX.XX Afte.- This Date 
Send Inquires To: 

PO BOX 24401 

CANTON, OH 44701-4401 

R-00-999999999 

rr••r••·r•l·l'll·llllrllr•rl"'r'l'•nr'•l'l•'•l•r'rr'•r•'rl•'r11 
KPCo RESIDENTIAL CUSTOMER 
123 ANY STREET 
AEP CITY, KY 99999-9999 

Make Check Payable and Send To: 

KENTUCKY POWER COMPANY 
PO BOX 24410 
CANTON OH 44701-4410 

rr•·rll·r'N'h·'l'ldlr•dn•r•l•·nrl·l•l·'•l•r'rr••r•'rl•'r'l 
9999999990000000000000000009999999999999999990000099999999999999999999999999999999990000000000000 

Please tear on dalled line 

Service Address: 

KPCo RESIDENTIAL CUSTOMER 

123 ANY STREET 
AEP CITY, KY 99999-9999 

Questions about Bill or Service, Call: 
Call: 1-800-572-1113 

Pay By Phone: 1-800-611-0964 

KPCo Messages 

R l T "If R "d !"IS " "' es1 en 1a erv1ce-

Account Number Total Amount Due 

030-999-999-9-9 $XXX. XX 
Meter Number Cycle-Route 

999999999 XX-XX 

Previous Charges: 
Total Amount Due At Last Billing 

Payment MM/DDIYY- Thank You 

Previous Balance Due 

Current KPCo Charges: 
Got a new dog in your yard? Let us Tariff015- Residential Service MM/DDNY 

Due Date 

MM/DDNY 
Bill Date 

MMJDDNY 

$ 

$ 

know about it. Call the number on your bill Rate B i!ling $ 
sow e can note it on your account. Fuel Adj @ O.XXXXXXX Per KWH 

DSM Adj @O.XXXXXX. Per KWH 

You can now reach our customer service Residential HEAP @ $0.15 
representatives 24 hours a day, 7 days Kentucky Economic Development Surcharge@ $0.15 
a week. Please help us by having your Capacity Charge@ O.XXXXXX Per KWH 

account number when you call. Big Sandy 1 Operations Rider@ O.XXXXX Per KWH 
Asset Transfer Rider@ X.XXXXXX% 

Flip the Switch and turn off your paper bill! PJM Rider@ O.XXXX Per KWH 
You will gain the benefit of receiving an NE RC Cy bersecurity Rider@ O.XXXX Per KWH 

email when your bil! is ready to be viewed Environmental Adj X.XXXXXX% 
and the security of viewing it safely Big Sandy Retirement Rider@ X.XXXXXX% 
anytime, anywhere. Purchased Power Adjustment@ O.XXXXXX Per KWH 

Green Pricing XXX Blocks 

Stealing copper is illegal and can have 

deadly consequences. Reporting copper 

theft could save a life. If you have any 

information, please call1-866-747-5845. 

Having a phone number for this address 

can help us serve you better, especial!y 

School Tax 

Franchise Tax 

State Sales Tax 

Current Electric Charges Due 

Homeserve Warranty Service (855-769-6267) 

$ 

$ 

XXX. XX 
XXX. XX 
xxx.xx 

XXX. XX 
XX. XX 

X. XX 
0.15 
0.15 
X. XX 

XX.XX 
XX. XX 
XX.XX 
XX. XX 
XX. XX 
XX.XX 
XX. XX 
XX. XX 

XX. XX 
XX. XX 
XX. XX 

XXX. XX 

XX. XX 

when storms cause service interruptions. Total Amount Due $ xxx.xx 

DATE OF ISSUE: December 23,2014 

Due MM/DD, Add $XX.XX After This Date 

(Cont'd on Sheet No. 2-13) 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

N 

N 

N 
N 

N 



Exhibit JAR-8 
Page 17 of 183

KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-13 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-13 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

Horreserve USA is optional. Horreserve 

USA is not the sarres as KPCO and is not 

regulated by the KY Public Service 

Corrrrission. A customer does not have to 

buy the Warranty Service in order to 

continue to receive quality regulated 

service from KFCO. 

www .kyelectricalprotectionplan.com 

Visit us at www .KentuckyPower.com 

Rates available on request 

See other side for lrrportant Information 

~KINFUCKY 
liiiiii'OWfR• 

A unit of American Efectric Power 

DATE OF ISSUE: December 23. 2014 

Residential Bill Form_ Page 2 

Meter Service Period Meter Reading Detail 
Number From To Previous I Code Current I Code 

999999999 MtvVDD MtvVDD )()()()()( I Actual XXXXX I Actual 
Multiplier X.)()()()( Metered Usage X,)OO< KWH 

Next scheduled read date should be between MtvVDD and MtvVDD 

13 Month Usage History Total KWH for Past 12 Months is X.X,X.X.X 

Jan Fob Mar Atlr May Jun Jul Aug Sop Oct Nov Dec Jan 

Month Total KWH Days KWH Per Day Cost Per Day Average Ten-perature 

Previous XXX x.x X,XXX $XXX.XX 66" F 

One Year Ago XXX x.x X,XXX $XXX.XX 48" F 

Your Average flllonthly Usage: X,XXX KWH 

(Cont'd on Sheet No. 2-14) 

DATE EFFECTIVE: Service Rendered On And After January 23,2015 

ISSUED BY: JOHN A. ROGNESS III .9~-~ 
TITLE: Director Regulatory Services ~ 
By Authoritv Of Order By The Public Service Commission 

ln Case No. 2014-00396 Dated XXXX.XXXX 



Exhibit JAR-8 
Page 18 of 183

KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-14 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-14 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

Small Commercial Bill Form Page 1 

1'fl!ll!l KIINTUCKY 
iifil,fPOWIIR" 

A unit of Amerlca/1 Electric Power 

Account Number 
030-999-999-9-9 

CY XX 
xxxxxxx 

$XXX. XX 
I $ Amount Enclosed Total Amount Due 

Send Inquires To: 

PO BOX 24401 
Due MM1DD, Add $XX.XX After This Date 

CANTON, OH 44701-4401 

R-00-999999999 

nl • •'' • •'I •l'll•'l'hl'•• 11 • "1'1'· •••'·1•1• •· I 'l'n''l' '•I• •••I 
KPCo SMALL GEN SERV CUSTOMER 
123 ANY STREET 
AEP CITY, KY 99999-9999 

M aka Check: Payable and Send To: 

KENTUCKY POWER COMPANY 
PO BOX 24410 
CANTON OH 44701-441 0 

nl'lllolll•llh•II111111•JI"'IIII•IIJI'III•I•I•IIIII'I'IJI,IIII 
9999999990000000000000000009999999999999999990000099999999999999999999999999999999990000000000000 

___ _:.P~_t:~-~.e..t.~~-~o_n dolled line ·-·················----

Service Address: 

KPCo SMALL GEN SERV CUSTOMER 

123 ANY STREET 

AEP CITY, KY 99999-9999 

R I T "ffS 1\G .. an : m' enem ervme-

Account Number 
030-999-999-9-9 

Meter Number 

999999999 

Questions about Bill or Service, Call: Previous Charges: 

"' Total Amount Due Due Date 

$XXX.XX MM/DD/YY 
Cycle-Route Bill Date 

XX-XX MM/DD/YY 

Call: 1-800-572-1113 Total Amount Due At Last Billing $ 
Pay By Phone: 1-800-611-0964 Payment MM/DD/YY- Thank You 

Previous Balance Due $ 

KPCo Messages Current KPCo Charges: 
Got a new dog in your yard? Let us Tariff 211 -Small General Service M MIDD/YY 

know about it Callthenumberonyourbill Rate Billing $ 
sow e can note it on your account. Fuel Adj @ O.XXXXXXX Per KWH 

DSM Adj @O.XXXXXX Per KWH 
You can now reach our customer service Capacity Charge@ O.XXXXXX Per KWH 
representatives 24 hours a day, 7 days Kentucky Economic Development Surcharge@ $0.15 
a week. Please help us by having your Big Sandy 1 Operations Rider@ O.XXXXX Per KWH 
account number when you call. Asset Transfer Rider@ X.XXXXXX% 

PJM Rider@ O.XXXX Per KWH 
Flip the Switch and turn off your paper bill! NERC Cybersecurity Rider@ O.XXXX Per KWH 
You will gain the benefit of receiving an Environmental Adj X.XXXXXX% 
emall when your bill is ready to be viewed Big Sandy Retirement Rider @ X.XXXXXX% 
and the security of viewing it safely Purchased Power Adjustment@ O.XXXXXX Per KWH 
anytime, anywhere. Green Pricing XXX Blocks 

School Tax 

Stealing copper is lJiegaJ and can have 

deadly consequences. Reporting copper 

theft could save a Hfe. If you have any 

information, please ca\11-866-747-5845. 

Franchise Tax 

State Sales Tax 

Current Electric Charges Due $ 

XXX. XX 
XXX. XX 
XXX.XX 

XXX. XX 
XX. XX 

X. XX 
X. XX 
0.15 

XX. XX 
xx.xx 
XX. XX 
xx.xx 
XX.XX 
xx.xx 
xx.xx 
XX. XX 
XX. XX 
XX. XX 
XX. XX 

XXX. XX 

Total Amount Due $ xxx.xx 
Due MM/DD, Add $XX.XX After This Date 

(Cont'd on Sheet No. 2-15) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23,2015 

ISSUED BY: JOHN A. ROGNESS my~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

N 
N 

N 
N 

N 



Exhibit JAR-8 
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KENTUCKY POWER COMPANY P.S.C.KY.NO.IO ORIGINALSHEETNO. 2-15 
CANCELLING P.S.C. KY. NO.lO SHEET NO. 2 -15 

TERMS AND CONDITIONS OF SERVICE (Con!' d) 

Small Commercial Bill Form- Page 2 

Having a phone nurrber for this address 

can help us serve you better, especially 

when storms cause service interruptions. 

Meter Ser\Ace Period 

Number From I To 

999999999 MM'DD I MM'DD 
Multiplier X.XXXX 

Meter Reading Detail 

Previous I Code I Current I Code 

xxxxx I Actual I XXXXX I Actual 
Metered Usage X,XXX KWH Visit us at www .KentuckyPower.com 

Rates available on request Next scheduled read date should be between MM'DD and MM'DD 

See other side for lrrportant Information 

1'1'!'!1 KENJUCKY 
liifjf POWIR" 

A unit of AmiJrfcan Electric Power 

13 Month Usage H1story 

~ 
"' 

Jan F•b Mar APr 

Month Total KWH 

Current XXX 

Previous XXX 

One Year Ago XXX 
Your Average Monthly Usage: 

Total KWH for Past 12 Months 1s XX,XXX 

May Jun Jul Aug Sep Oct Nov Dec Jan 

Days KWH Per Day Cost Per Day Average TeJ1l)erature 
)()( X,XXX $XXX .XX 66" F 

)()( X,XXX $XXX.XX 66" F 

XX X,XXX $XXX.XX 48" F 

X,XXXKWH 

(Cont'd on Sheet No. 2-16) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23. 2015 

ISSUED BY: JOHN A. ROGNESS Ill~ c:at) -

TITLE: Director Regulatory Services ~ 
By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 



Exhibit JAR-8 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SlillET NO. 2-16 
CANCELLING P.S.C. KY. NO. 10 SlillET NO. 2-16 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

Large Commercial and Industrial Bill Form -Page 1 

~ ICENJ'UCICY 
JiiM POWiiR' 

Account Number 
030-999-999-9-9 

CY XX 
xxxxxxx 

,-~~~~------------, 

$X,XXX.XX 1$ 
A unit of American El~ctric Power Total Amount Due Amount Enclosed 

Send Inquires To: Due MMiDD, Add $XX.XX After This Date 
PO BOX 24401 

CANTON, OH 44701-4401 

R-00-999999999 

lll'lll'lll•llll•llll1lll'il'"llll•1111•111•1•1•11111'l'll(ollll 
KPCo LARGE POWER CUSTOMER 
123 ANY STREET 
AEP CITY, KY 99999-9999 

Make Check P ayablc and Send To: 

KENTUCKY POWER COMPANY 
PO BOX 24410 
CANTON OH 44701-4410 

u•·•••·••l·l•h·•l•l•l•••il"'llll•••••·l•l•••l••••••·•·••l••••l 
9999999990000000000000000009999999999999999990000099999999999999999999999999999999990000000000000 

Please tear on dotted line 
··-··--··-························································· 

S&rvicn Address: 

KPCo LARGE POWER CUSTOMER 
123 ANY STREET 
AEP CITY, KY 99999-9999 

Questions about Bill or Service, Call: 
Call: 1-800-572-1113 
Pay By Phone: 1-800-611-0964 

KPCo Messages 

Rate Tarlff· Large General Service 244 

Account Number Total Amount Due 
030-9 9 9-99 9-9-9 $X,XXX.XX 

Meter Number Cycle-Route 
999999999 XX-XX 

Previous Charges: 
Total Amount Due At Last Billing 
Payment MM/DD/YY- Thank You 

Previous Balance Due 

Current KPCo Charges: 
Got a new dog in your yard? let us Tariff 244 -Large General Service M MfDD/YY 

... ' " 0 

Due Date 
MM/DDIYY 

Bill Date 
MM/DDIYY 

$ X, XXX. XX 
X, XXX. XX 

$ X,XXX.XX 

know about it. Call the number on your bill Rate Billing $ X,XXX.XX 

sow e can note it on your account. Fuel Adj@ O.XXXXXXX Per KWH 
DSM Adj @O.XXXXXX Per KWH 

You can now reach our customer service Capacity Charge@ O.XXXXXX Per KWH 
representatives 24 hours a day, 7 days Kentucky Economic Development Surcharge@ $0.15 
a week. Please help us by having your Big Sandy 1 Operations Rider@ O.XXXXX Per KWH 
account number when you call. Asset Transfer Rider@ X.XXXXXX% 

PJM Rider@ O.XXXX Per KWH 
Flip the Switch and turn off your paper bill! N E RC Cybersecurity Rider@ O.XXXX Per KWH 
You will gain the benefit of receiving an Environmental Adj X.XXXXXX% 
email when your bil! is ready to be viewed Big Sandy Retirement Rider@ X.XXXXXX% 

and the security of viewing it safely Purchased Power Adjustment@ O.:XXXXXX Per KWH 
anytime, anywhere. 

Stealing copper is illegal and can have 
deadly consequences. Reporting copper 

theft could save a life. If you have any 
information, please ca111-866-747-5845. 

DATE OF ISSUE: December 23,2014 

Green Pricing XXX Blocks 
School Tax 

Franchise Tax 
State Sales Tax 

Current Electric Charges Due 
Total Amount Due 
Due MM/DD, Add $XX.XX After This Date 

(Cont'd on Sheet No. 2-17) 

DATE EFFECTIVE: Service Rendered On Aod After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS II~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

$ 

$ 

XXX .XX 

xxx.xx 
xx.xx 

0.15 
XX.XX 

xx.xx 
xx.xx 
XX.XX 

XX.XX 

XX.XX 

XX.XX 

XX.XX 
XX.XX 

XX .XX 

XX .XX 

x,xxx.xx 
x,xxx.xx 

N 
N 

N 
N 

N 
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KENTUCKY POWER COMPANY P.S.C. KY.NO. 9 OIUGINAL SHEET NO. 2-17 
CANCELLING P.S.C. KY. NO. 9 SHEET NO. 2-17 

TERMS AND CONDITIONS OF SERVICE (Coot' d) 

Large Commercial and Industrial Bill Form- Page 2 

PO BOX24101 

CAIITOU, OH 44701·4401 

R-00-999999999 

I<PCo LARGEP0'1!l/ffi CUSTOMER 

123 ANY ST REEf 
AllY CITY, f{Y 99999-9999 

stealing copper is ilegaJend can have 

dead:ly oorrs Eq I!Eilces. Repating copper 
thE-ft oouhisw-ealife. fyouhave-any 

infa m:~tbn, ~ease cali1-S56-747-5845. 

Havin-g .a pha~ numl::er fa thii address 

can hi:lp us serveyoo bettEr. es paci3Jiy 

when starrs cause service inttuuptiorrs, 

VSit U5 atwww.KentUI:f<yPo.va.ccm 

Ra1e:s avaiBble on request 

Se:eother side fa Important hfarm:tion 

,IIIIIIIUNTUCKY 
iilaiPOWIR' 

DATE OF ISSUE: December 23, 20!4 

Moler SeNce Period MelerReadino Detail 

Number From I To PrelJous I Code I Current I Code 

999999999 1.11.1100 ll.!t.IIDD l0'0:h"< I .t.ctual I lG'<XXX I Actu a I 

MuiUolier lG'«XXXX l.lelered Usa ae X'XX,XXX KWH 

999999999 1.11.110 [) 11.11.110 D lOOOC< I .t:c.tual I XXXX( I Actua I 

l.lultipliorXXXXXXX 1.1erered Usage XXX.XXXKW 

999999999 I 1.11.11[)0 if,ff.IIDD xxxxx I Actua 1 I Y.XXXX I Actua I 

Mulliolier XXXXXXX Metered Usaae XXX)(X(KVARH 

N e:< Scheduled read dale s hau ld he b el\•" en l.ll.liD[) and l.lt.I.ID [) 

13 Montt1 Usage H rslory Total KWH for Past 12 Months rs X,XXX,XXX 

J~n Fob M;lr Apr fl:1a)' Jun ~lUI iltUIJ Bog» Oct No'l Dot J&n 

Meter Number I Cvcle-Route I Bill Date 
999999999 99-99 I 1.11.1/0[)NY' 

Month Tctaii~H Dsvs I<WHPa Dsv Cost R;r Dav Avaane Terr!CEfab..l'e 

Curtrs.rrt XliX,»:X )()( )()()()( sxxx.xx ee• F 

Rrcvic-LlS XXX,»:X )()( X.}OO{ &'0000{ C'5'F 

On:Y:.3r .A .. ;Jn XXX,XXX )()( X)O<X SXX){_)O{ 48' F 

Your A•ts:sge Mcnth~l Us-~=: XX:X,XXXKWH 

Ad'ulted Usaoe MMIYY 
Power P cmer Factor Como. Mete 

Factor Constant Mul~olier 

Metered Usaae !XltJQ IXXX.XXXX l Billim Usa Cle 

XX)( XXX XX,'(XXX KWH 

XXX.'XX XXXXXXKW 

XX,'( XXX XX){XXX KVAR H 

Contract Ca pa dty= X,x::oG'<X High PrevO em and= X,XXX.X On-Pk 

Hioh Pre, Demand =X.l<v"{(.X Ofi.Pk 

M diu on al Messages 

DATE EFFECTIVE: Service Rendered On And Afier Jmmarv 23, 2015 

ISSUED BY: JOHN A ROGNESS III 9~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

I 



Exhibit JAR-8 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO.3- 1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 3-1 

CAPACITY AND ENERGY CONTROL PROGRAM 

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

I. Procedures During Abnormal System Frequency 

II. Capacity Deficiency Program 

III. Energy Emergency Control Program 

A copy of the Company's Emergency Operating Plan was filed with the Kentucky Public Service Commission on May 1, 2014 in 
Administrative Case No. 345 in compliance with the Commission's Order dated May 18, 1993. 

I. PROCEDURES DURING ABNORMAL SYSTEM FREQUENCY 

A. INTRODUCTION 

Precautionary procedures are required to meet emergency conditions such as system separation and operation at subnormal 
frequency. In addition, the coordination of these emergency procedures with neighboring companies is essential. The AEP 
program, which is in accordance with ECAR Document 3, is noted below. 

B. PROCEDURESAEP~~ 

1. From 59.8-60.2 Hz to the extent practicable utilize all operating and emergency reserves. The manner of utilization of these 
reserves will depend greatly on the behavior of the System during the emergency. For rapid frequency decline, only that 
capacity on-line and automatically responsive to frequency (spinning reserve), and such items as intercmmection assistance 
and load reductions by automatic means are of assistance in arresting the decline in frequency. 

If the frequency decline is gradual, the Generation/Production Optimization Group, particularly in the deficient area, should 
invoke non-automatic procedures involving operating and emergency reserves. These efforts should continue until the 
frequency decline is arrested or until automatic load-shedding devices operate at subnormal frequencies. 

2. At 59.75 Hz 
a. Suspend Automatic Generation Control (AGC) 
b. Notify Interruptible Customers to drop load 

3. At 59.5 Hz automatically shed 5% of System internal load, excluding interruptibles, by relay action. (25 cycle, .42 sec. delay) 

4. At 59.4 Hz automatically shed an additiona15% of System intemalload, excluding interruptibles, by relay action. 
(25 cycle, .42 sec. delay) 

5. At 59.3 Hz automatically shed an additional5% of System internal load, excluding intcrruptibles, by relay action. 
(25 cycle, .42 sec. delay) 

6. At 59.1 l-Iz automatically shed an additional 5% of System internal load, excluding interruptibles, by relay action. 
(25 cycle • .42 sec. delay) 

7. At 59.0 Hz automatically shed an additional5% of System internal load, excluding interruptibles, by relay action. 
(25 cycle • .42 sec. delay) 

8. At 58.9 Hz automatically shed an additional 5% of System internal load, excluding interruptibles, by relay action. 
(25 cycle, .42 sec. delay) 

(Cont"d on Sheet 3-2) 

DATE OF ISSUE: December 23,2014 

DA1E EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS III~:: p 
TITLE: Director Regulatory Services ._ _ ________.-

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

T 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO.3- 2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.3- 2 

CAPACITY AND ENERGY CONTROL PROGRAM (Coot' d) 

PROCEDURES DURING ABNORMAL SYSTEM FREQUENCY (con!' d) 

9. At 58.2 Hz automatically trip the D.C. Cook Nuclear Units 1 and 2. 

10. At 58.0 Hz or at generator minimum turbine off-frequency value, isolate generating unit without time delay. 

If at any time in the above procedure the decline in area frequency is arrested below 59.0 Hz, that pmt of the System in the low 
frequency area should shed an additional 10% of its initial load. If, after five minutes, this action has not returned the area 
frequency to 59.0 l-Iz or above, that part of the System shall shed an additional 10% of its remaining load and continue to repeat in 
five-minute intervals until 59.0 Hz is reached. These steps must be completed within the time constraints imposed upon the 
operation of generating units. 

11. CAPACITY DEFICIENCY PROGRAM 

A. PURPOSE 

To provide a plan for full utilization of emergency capacity resources and for orderly reduction in the aggregate customer demand 
on the American Electric Power (AEP)East/PJM Eastern System in the event of a capacity deficiency. 

B. CRITERIA 

The goals of AEP areis to safely and reliably operate the interconnected network in order to avoid widespread system outages as a 
consequence of a major disturbance. Precautionary procedures including maintaining Daily Operating Reserves, as specified in 
ECAR document 2, and PJM Manual Ml3, will assist in avoiding serious emergency conditions such as system separation and 
operation at abnormal frequency. However, adequate Daily Operating Reserves cannot always be maintained, so the usc of 
additional emergency measures may be required. A Capacity Deficiency is a shortage of generation versus load and can be caused 
by generating unit outages and/or extreme internal load requirements. 

C. AEP EAST/PJM PROCEDURES 

(note: the following section contains excerpts from PJM Manual- Ml3) 

OVERVIEW 

PJM is responsible for determining and declaring that an Emergency is expected to exist, exists, or has ceased to exist in any part of 
the PJM RTO or in any other Control Area that is interconnected directly or indirectly with the PJM RTO. PJM directs the 
operations of the PJM Members as necessary to manage, allocate, or alleviate an emergency. 

• PJM RTO Reserve Deficiencies- IfPJM determines that PJM-scheduled resources available for an Operating Day in T 
combination with Capacity Resources operating on a self-scheduled basis are not sufficient to maintain appropriate reserve 
levels for the PJM RTO, PJM pctforms the following actions: 

• Recalls energy from Capacity Resources that otherwise deliver to loads outside the Control Area and dispatches that energy to 
serve load in the Control Area. 

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

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

(Cont'd on Sheet No. 3-3) 

DATE OF ISSUE: December 23,2014 

DATE EPPECTIVE: Service Rendered On And After January 23,2015 

ISSUED BY: JOHN A. ROGNESS III~~~ 
TITLE: Director Regulatory Services "--

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO.3- 3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.3- 3 

CAPACITY AND ENERGY CONTROL PROGRAM (Cont'dl 

AEP EAST/PJM PROCEDURES (cont'dl 

CAPACITY SHORTAGES 

PJM is responsible for monitoring the operation of the PJM RTO, for declaring the existence of an Emergency, and for directing 
the operations of the PJM Member as necessary to f!1anage, alleviate, or end an Emergency. PJM also is responsible for transferring 
energy on the PJM Members behalfto meet an Emergency. PJM is also responsible for agreements with other Control Areas 
interconnected with the PJM RTO for the mutual provision of service to meet an Emergency. 
Exhibit 1 illustrates that there are three general levels of emergency actions for capacity shortages: 
• alerts 
• warnings 
• actions 

ALERTS 

The intent of the alerts is to keep all affected system personnel aware of the forecast and/or actual status ofthe PJM RTO. All alerts 
and cancellation thereof are broadcast on the "ALL-CALL" system and posted to selected PJM web sites to assure that all members 
receive the same information. 
Alerts are issued in advance of a scheduled load period to allow sufficient time for members to prepare for anticipated initial 
capacity shortages. 

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

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

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

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

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

Warnings 

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

Primary Reserve Warning 
The purpose of the Primary Reserve Warning is to warn members that the available primm·y reserve is less than required and present 
operations are becoming critical. It is implemented when available primary reserve capacity is less than the primary reserve requirement, 
but greater than the sphming reserve requirement, after all available secondary reserve capacity (except restricted maximum emergency 
capacity) is brought to a primary reserve status and emergency operating capacity is scheduled from adjacent systems. 
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AEP EAST/PJM PROCEDURES (con!" d) 

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

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

Actions 

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

• Loading generation that is restricted for reasons other than cost 
• Recalling non-capacity backed off-system sales 
• Purchasing emergency energy from participants I surrounding pools 
• Load relief measures 

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

Maximum Emergency Generation 
The purpose of the Maximum Emergency Generation is to increase the PJM RTO generation above the maximum economic level. It is 
implemented whenever generation is needed that is greater than the highest incremental cost level. 

Load Management Curtailments (ALM) 

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

Step 1: Short Time Frame to Implement C1 Hour or Less) 
• PJM dispatcher requests members to implement Load Management Curtailment, Step 1. 

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

Steps 3 and 4 (SCC Control) 
The purpose of the Local Control Center Programs of Load Management Curtailments, Steps 3 and 4, is to provide additional load relief 
by requesting usc of Local Control Center load management programs. 
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Actions (cont'd) 

Load Reduction Program 
The purpose ofthe Load Reduction Action is to request end-usc customers to reduce load during emergency conditions. 

Voltage Reduction 
The purpose of Voltage Reduction during capacity deficient conditions is to reduce load to provide a sufficient amount of reserve to 
maintain tie flow schedules and preserve limited energy sources. A curtailment of non-essential building load is implemented prior to or 
at this same time as a Voltage Reduction Action. It is implemented when load relief is still needed to maintain tie schedules. 

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

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

Cmiailment ofNon-Essential Building Load 
The purpose of the Curtailment of Non-Essential Building Load is to provide additional load relief, to be expedited prior 
to, but no later than the same time as a voltage reduction. 

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

PJM/SCC- Public Appeal to conserve electricity usage 

Manual Load Dump 
The purpose of the Manual Load Dump is to provide load relief when all other possible means of supplying internal PJM RTO load have 
been used to prevent a catastrophe within the PJM RTO or to maintain tie schedules so as not to jeopardize the reliability of the other 
interconnected regions. It is implemented when the PJM RTO cannot provide adequate capacity to meet the PJM RTO's load or 
critically overloaded transmission lines or equipment cam10t be relieved in any other way and/or low frequency operation occurs in the 
PJM RTO, parts ofthe PJM RTO, or PJM RTO and adjacent Control Areas that may be separated as an island. 

Addendum to Manual Load Dump Procedures 

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

Capacity Deficiency Summary 

A summary of the emergency alerts, warning and actions, together with the typical sequence and the method of communication, are 
presented in the following Table III-2 on Tariff Sheet No. 3-6. 
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CAPACITY AND ENERGY CONTROL PROGRAM (Con!' d) 

Communications Description 

P JM-POG via All-Call 
SCC/POG review scheduled or 

Maximum Emergency 
PJM-SCC via All-Call 

actual maintenance affecting capacity 
Generation 

SCC-TDC 
or critical transmission to determine if 
it can be deferred or cancelled 

PJM-POG via All-Call 
Primary Reserve PJM-SCC via All-Call (Same as above) 

SCC-TDC 

Voltage Reduction PJM-SCC via All-Call sccrroc to identify stations for 
SCC-TDC Voltage Reduction 

Voluntary Customer Load P JM-POG via All-Call 
Not Applicable 

Curtailment P JM-SCC via All-Call 

PJM-POG via All-Call 
SCC/POG ensure that all deferrable 

Primary Reserve PJM-SCC via All-Call 
maintenance or testing affecting 
capacity or critical transmission is 

SCC-TDC 
halted. 

Voltage Reduction & Reduction 
PJM-POG via All-Call SCC to inform TDC to man Voltage 

of Non-Critical Plant Load 
PJM-SCC via All-Call Reduction Stations & prepare for 
SCC-TDC Voltage Reduction 
PJM-SCC via All-Call 

Manual Load Dump 
SCC- POG~Environmental Lifting of Environmental Restrictions 
Services (See Table 111-5) 
SCC-TDC-DDC 

Obtain permission to 

Make preparations for a Public 
exceed opacity limits 

Obtain permission to 
Appeal if one becomes 

exceed heat input limits 
necessary. 

Obtain permission to 
exceed river temperature limits 
Supplemental Oil & Gas Firing; 

Maximum Emergency PJM-POG via All-Call Operate Generator Peakers; 
Generation PJM-SCC via All-Call Emergency Hydro; 

Extra Load Capability 
Load Management Curtailment PJM-SCC via All-Call Step 3 1267 Mws -1 hr, 249 Mws 
(ALM) SCC-POG -2 hr 
Load Reduction Program P JM-SCC via All-Call Not Applicable 

Voltage Reduction 
P JM-SCC via All-Call Initiate Voltage Reduction ~ AEP/PJM 
sec -TDC & sec -POG -64 Mws 

Curtailment of Non~Essential 
PJM-POG via All-Call 

Initiate curtailment of AEP building 
PJM-SCC via All-Call 

Building Load 
SCC- BuildinQ Services 

load - 4.4 Mws 

Voluntary Customer Load PJM-POG via All-Call 
Not Applicable 

Curtailment P JM-SCC via All-Call 
sec Corporate Radio and TV alert to general public 

Public Appeal Communications 
(may be issued at any stage of sec Customer Services Call to Industrial and Commercial 
the Action items) sec- POG Customers 

sec- me Municipal and REMC Customers 

PJM-SCC via All-Call 

Manual Load Dump 
SCC-POG-Environmental PJM Allocation based on 
Services deficient zones 
SCC-TDC-DDC 

Lift Environmental Restrictions 
on units 
Selected distribution customers 
(manual load curtailment) 
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POG to reduce plant load. 
(See Table 111-4) 

Manual & Automatic Load 
Shedding 

SCC/TDC will review local 
computer procedures and 
man manual load shedding 
stations 

See Table 111-3 

EEA2 
(DOE Report) 

Issued approx. same time 
as Voltage Reduction 

EEA3 
(DOE Report) 

2% ofAEP 
Internal Load 

1276Mws-1 hr 
+ 320 Mws- 2 hr 

7% of Gust. Load 

(regains curtailed 
Qeneration) 

Execute MLD 



Exhibit JAR-8 
Page 28 of 183

KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 3-7 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 3-7 

CAPACITY AND ENERGY CONTROL PROGRAM (Con!' d) 

Energy Emergency Alert Levels (reference NERC Appendix 5C) 

1. Alert 1 -All available resources in use. 

Circumstances: 
• Control Area, Reserve Sharing Group, or Load Serving Entity foresees or is experiencing conditions where all 

available resources are committed to meet finn load, firm transactions, and reserve commihncnts, and is concerned 
about sustaining its required Operating Reserves, and 

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

2. Alert 2 -Load management procedures in effect. 

Circumstances: 
• Control Area, Reserve Sharing Group, or Load Serving Entity is no longer able to provide its customers' expected 

energy requirements, and is designated an Energy Deficient Entity. 

• Energy Deficient Entity foresees or has implemented procedures up to, but excluding, interruption of firm load 
commitments. When time permits, these procedures may include, but are not limited to: 
• Voltage reduction 
• Emergency Curtailable Service 
• Public appeals to reduce demand 
• Interruption of non-firm end use loads in accordance with applicable contracts, for emergency, not economic 

reasons 
• Demand-side management 
• Utility load conservation measures 

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

2.1 Notifying other Control Areas and Market Participants. 

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

2.3 Share information on resource availability. 

2.4 Evaluating and mitigating transmission limitations. 
2.4.1 Notification of ATC adjustments. 
2.4.2 Availability of generation redispatch options. 
2.4.3 Evaluating impact of current Transmission Loading Relief events. 
2.4.4 Initiating inquiries on reevaluating Operating Security Limits. 

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

2.6 Energy Deficient Entity actions. Before declaring an Alert 3, the Energy Deficient Entity must make 
use of available resources. This includes but is not limited to: 

2.6.1 All available generation units are on line. All generation capable of being on line in the time frame of 
the emergency is on line including quick-start and peaking units, regardless of cost. 
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CAPACITY AND ENERGY CONTROL PROGRAM (Con!' d) 

Energy Emergency Alert Levels (reference NERC Appendix SC) fCont'd) 

2.6.2 Purchases made regardless of cost. All firm and non=finn purchases have been made regardless of cost. 

2.6.2 Non-firm sales recalled and contractually interruptible loads and DSM curtailed. All non-firm sales have 
been recalled, contractually interruptible retail loads curtailed, and Demand-side Management activated 
within provisions of the agreements. 

2.6.3 Operating Reserves. Operating reserves are being utilized such that the Energy Deficient Entity AEP is 
carrying reserves below the required minimum or has initiated emergency assistance through its operating 
reserve sharing program. 

3. Alert 3- Film load interruption imminent or in progress. 

Circumstances: 
• Control Area or Load Serving Entity foresees or has implemented 'firm load obligation interruption. The available 

energy to the Energy Deficient Entity, as determined fi:orn Alert 2, is only accessible with actions taken to increase 
transmission transfer capabilities. 

3 .l Continue actions from Alert 2. 

3.2 Declaration Period. The Energy Deficient Entity shall update the Reliability Coordinator of the situation at a 
minimum of every hour until the Alert 3 is terminated. 

3.3 Use of Transmission short-time limits. 

3.4 Reevaluating and revising Operating Security Limits. 
3.4.1 AEP Energy Deficient Entity obligations. The deficient Control Area or Load Serving Entity must agree 

that, upon notification from its Reliability Coordinator of the situation, it will immediately take 
whatever actions are necessary to mitigate any undue risk to the Interconnection. These actions may 
include load shedding. 

3.4.2 Mitigation of cascading failures. The Reliability Coordinator shall use his best effmis to ensure that 
revising Operating Security Limits would not result in any cascading failures within the 
Interconnection. 

3.5 Returning to pre-emergency Operating Security Limits. Whenever energy is made available to an Energy 
Deficient Entity such that the transmission systems can be returned to their pre-emergency Operating Security 
Limits, the Control Area Coordinator Energy Deficient Entity shall notify its respective Reliability Coordinator 
and downgrade the Alert. 
3.5.1 Notification of other parties. Notifications will be made via Oasis and the RCIS. 

3.6 Reporting. Any time an Alert 3 is declared, the Control Area Coordinator Energy Deficient Entity shall 
complete the report listed in NERC Appendix 9B, Section C and submit this report to its respective Reliability 
Coordinator within two business days of downgrading or termination of the Alert. Upon receiving the report, 
the Reliability Coordinator shall review it for completeness and immediately forward it to the NERC staff for 
posting on the NERC web site. The Reliability Coordinator shall present this report to the appropriate NERC 
Sub-committee Reliability Coordinator Working Group at its next scheduled meeting. 

4. Alert 0- Termination. When the Energy Deficient Entity believes it will be able to supply its customers' energy requirements, 
it shall request of his Reliability Coordinator that the EEA be terminated. 

4.1 Notification. 
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CAPACITY AND ENERGY CONTROL PROGRAM 

Ill. ENERGY EMERGENCY CONTROL PROGRAM 

A. INTRODUCTION 

The purpose of this plan is to provide for the reduction of the consumption of electric energy on the American Electric Power 
Company System in the event of a severe coal fuel shortage, such as might result from a general strike, or severe weather. 

B. PROCEDURES 

In the event of a potential severe coal shortage, such as one resulting from a general coal strike, the following steps will be 
implemented. These steps will be carried out to the extent permitted by contractual commitments or by order of the regulatory 
authorities having jurisdiction. 

A. To be initiated when system fuel supplies are decreased to 70% of normal target days' operation of coal-fired generation and a 
continued downward trend in coal stocks is anticipated: 

1. Optimize the use of non-coal-fired generation to the extent possible. 

2. For individual plants significantly under 750% of normal minimum target days' supply, review the prudence of 
modifying economic dispatching procedures to conserve coal. 

3. If necessary discontinue all economy sales to neighboring utilities. 

4. Curtail the use of energy in company offices, plants, etc., over and above the reductions already achieved by current in
house conservation measures. 

B. To be initiated when system fuel supplies are decreased to 60% of normal target days' operation of coal-fired generation and a 
continued downward trend in coal stocks is anticipated: 

1. Substitute the use of oil for coal, as permitted by plant design, oil storage facilities, and oil availability. 

2. Discontinue all economy and short-term sales to neighboring utilities. 

3. Limit emergency deliveries to neighboring utilities to situations where regular customers of such utilities would 
otherwise be dropped or where the receiving utility agrees to return like quantities of energy within 14 days. 

4. Curtail electric energy consumption by customers on Interruptible contracts to a maximum of 132 hours of use at contract 
demand per week. 

5. Purchase energy from neighboring systems to the extent practicable. 

6. Purchase energy from industrial customers with generation facilities to the extent practicable. 

7. Through the use of news media and direct consumer contact, appeal to all customers (retail as well as wholesale) to 
reduce their nonessential use of electric energy as much as possible, in any case by at least 25%. 

8. Reduce voltage around the clock to the extent feasible. 

9. The Company will advise customers of the nature of the mandatory program to be introduced inC below, through direct 
contact and mass media, and establish an effective means of answering specific customer inquiries concerning the impact 
of the mandatory program on electricity availability. 
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CAPACITY AND ENERGY CONTROL PROGRAM(Cont'dl 

Ill. ENERGY EMERGENCY CONTROL PROGRAM(Cont'd) 

B. PROCEDURES (Cont'dl 

C. To be initiated -- in the order indicated below -- when system fuel supplies are decreased to 50% of normal target days' 
operation of coal-fired generation plants and a continued downward trend in coal stocks is anticipated: 

1. Discontinue emergency deliveries to neighboring utilities unless the receiving utility agrees to return like quantities of 
energy within seven days. 

2. Request all customers, retail as well as wholesale, to reduce their nonessential use of electric energy by 100%. 

3 Request, through mass communication media, curtailment by all other customers a minimum of 15% of their electric use. 
These uses include lighting, air-conditioning, heating, manufacturing processes, cooking, refrigeration, clothes washing 
and drying and any other loads that can be curtailed. 

4. All customers will be advised ofthe mandatory program specified below in D. 

D. To be initiated when system fuel supplies are decreased to 40% of normal target days' operation of coal-fired generation and a 
continued downward trend in coal stocks is anticipated: 

1. Implement procedures for curtailment of service to all customers to a minimum service level that is not greater than that 
required for protection of human life and safety, protection of physical plant facilities and employees' security. This step 
asks for curtailment of the maximum load possible without endangering life, safety and physical facilities. 

2. All customers will be advised of the mandatory program specified below in E. 

E. To be initiated when system fuel supplies are decreased to 30% of normal target days' operation of coal-fired generation and a 
continued downward trend in coal stocks is anticipated: 

Implement procedures for interruption of selected distribution circuits on a rotational basis, while minimizing- to the extent 
practicable- intmTuption to facilities that are essential to the public health and safety. (See Section II, Step 14.) 

F. The Energy Emergency Control Program will be terminated when: 

1. The AEP System's remaining days of operation of coal-fired generation is at least 40% of normal target days' operation, 
and 

2. Coal deliveries have been resumed, and 
3. 'I11ere is reasonable assurance that the AEP System's coal stocks are being restored to adequate levels. 

With regard to mandatory curtailments identified in Items C, D, and E above, the Company proposes to monitor compliance after 
the fact. A customer exceeding his electric allotment would be warned to curtail his usage or face, upon continuing noncompliance and 
upon one day's actual written notice, disconnection of electric service for the duration of the energy emergency. 
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STANDARD NOMINAL VOLTAGES 

The voltage available to any individual customer shall depend upon the voltage of the Company's lines serving 
the area in which customer is provided service. 

Electric service provided under the Company's rate schedules will be 60 hertz alternating current delivered from 
various load centers at nominal voltages and phases as available in a given location as follows: 

SECONDARY DISTRIBUTION VOLTAGES. 

Residential Service 

Single phase 120/240 volts three wire or 120/208 volts three wire on network system. 

General Service -All Except Residential 

Single-phase 120/240 volts three wire or 120/208 volts three wire on network system. Three-phase 120/208 volts 
four wire on network system, 120/240 volts four wire, 240 volts three wire, 480 volts three wire and 277/480 volts 
four wire. 

PRIMARY DISTRIBUTION VOLTAGES. 

The Company's primary distribution voltage levels at load centers are 2,400; 4,160Y; 7,200; 12,470Y, 19,900 
and 34,500Y. 

SUBTRANSMISSION LINE VOLTAGES. 

The Company's sub transmission voltage levels are 19,900; 34,500; 46,000; and 69,000. 

TRANSMISSION LlNE VOLTAGES. 

The Company's transmission voltage levels are 138,000; 161,000; 345,000; and 765,000. 
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TARIFF F.A.C. 
(Fuel Adjustment Clause) 

To Tariffs R.S.,Experimental R.S.T.O.D. 2, R.S.-L.M.-T.O.D. R.S.-T.O.D., S.G.S., S.G.S.-T.O.D.,M.G.S., M.G.S.-T.O.D., 
L.G.S., L.G.S. T.O.D., I.G.S., C.S.-I.R.P., M.W., O.L., and S.L. 

1. The fuel clause shall provide for periodic adjustment per kwh of sales equal to the difference between the fuel costs per 
kwh of sales in the base period and in the current period according to the following formula: 

Adjustment Factor= 
E1mL - l'..ilil 
S (m) S (b) 

Where F is the expense of fossil fuel in the base (b) and current (m) periods; and S is sales in the base (b) and cun·ent (m) 
periods, all as defmed below: 

2. F(b)/S(b) shall be so determined that on the effective date of the Commission's approval of the utility's application of the 
formula, the resultant adjustment will be equal to zero (0). 

3. Fuel costs (F) shall be the most recent actual monthly cost of: 

a. Fossil fuel consumed in the utility's own plants, and the utility's share of fossil and nuclear fuel consumed in 
jointly owned or leased plants, plus the cost of fuel which would have been used in plants suffering forced 
generation or transmission outages, but less the cost of the fuel related substitute generation, plus 

b. The actual identifiable fossil and nuclear fuel costs [if not known--the month used to calculate fuel (F), shall be 
deemed to be the same as the actual unit cost of the Company generation in the month said calculations are made. 
When actual costs become known, the difference, if any, between fuel costs (F) as calculated using such actual 
unit costs and the fuel costs (F) used in that month shall be accounted for in the current month's calculation of 
fuel costs (F)] associated with energy purchased for reasons other than identified in paragraph (c) below, but 
excluding the cost of fuel related to purchases to substitute the forced outages, plus 

c. The net energy cost of energy purchases, exclusive of capacity or demand charges (hTespective ofthe designation 
assigned to such transaction) when such energy is purchased on an economic dispatch basis. Included therein 
may be such costs as the charges for economy energy purchases and the charges as a result of scheduled outage, 
all such kinds of energy being purchased by the Company to substitute for its own higher cost energy; and less 

d. The cost of fossil fuel recovered through intersystem sales including the fuel costs related to economy energy 
sales and other energy sold on an economic dispatch basis. 

e. All fuel costs shall be based on weighted average inventory costing. 

4. Forced outages are all nonscheduled losses of generation or transmission which require substitute power for a 
continuous period in excess of six ( 6) hours. Where forced outages are not as a result of faulty equipment, faulty 
manufacturer, faulty design, faulty installations, faulty operation, or faulty maintenance, but are Acts of God, riot, 
insurrection or acts of the public enemy, then the utility may, upon proper showing, with the approval of the 
Commission, include the fuel costs of substitute energy in the adjustment. Until such approval is obtained, in 
making the calculations of fuel costs (F) in subsection (3)(a) and (b) above, the forced outage costs to be 
subtracted shall be no less than the fuel cost related to the lost generation. 

(Cont'd on Sheet No. 5-2) 

DATE OF ISSUE: December 23, 2014 

ISSUED BY: JOHN A. ROGNESS III 
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IffiNTUCKYPOWERCOMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 5-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 5-2 

TARIFF F.A.C. (Cont'd) 
(Fuel Adjustment Clause) 

5. Sales (S) shall be ali kwh's sold, excluding intersystem sales. Where, for any reason billed system sales cannot be coordinated 
with the fuel costs for the billing period, sales may be equated to the sum of (i) generation, (ii) purchases, (iii) interchange in, 
less (iv) energy associated with pumped storage operations, less (v) intersystem sales refeiTed to in subsection (3)(d) above, less 
(vi) total system loss. Utility used energy shall not be excluded in the determination of sales (S). 

6. The cost of fossil fuel shall include no items other than the invoice price of fuel less any cash or other discounts. The invoice 
price of fuel includes the cost of the fuel itself and necessary charges for transportation of the fuel from the point of acquisition 
to the unloading point, as listed in Account 151 ofFERC Uniform System of Accounts or Public Utilities and Licensees. 

7. At the time the fuel clause is initially filed, the utility shall submit copies of each fossil fuel purchase contract not otherwise on 
file with the Commission and all other agreements, options or similar such documents, and all amendments and modifications 
thereof related to the procurement of fuel supply and purchased power. Incorporation by reference is permissible. Any 
changes in the documents, including price escalations, or any new agreements entered into after the initial submission, shall be 
submitted at the time they are entered into. Where fuel is purchased fi·om utility~owned or controlled sources, or the contract 
contains a price escalation clause, those facts shall be noted and the utility shall explain and justify them in writing. Fuel 
charges, which are unreasonable, shall be disallowed and may result in the suspension of the fuel adjustment clause. The 
Commission on its own motion may investigate any aspect of fuel purchasing activities covered by this regulation. 

8. Any tariff filing which contains a fuel clause shall conform that clause with this regulation within three (3) months of the 
effective date ofthis regulation. The tariff filing shall contain a description of the fuel clause with detailed cost support. 

9 The monthly fuel adjustment shall be filed with the Commission ten (10) days before it is scheduled to go into effect, along 
with all the necessary supporting data to justify the amount of the adjustments, which shall include data, and infmmation as 
may be required by the Commission. 

10. Copies of all documents required to be filed with the Commission under this regulation shall be open and made available for 
public inspection at the office of the Public Service Commission pursuant to the provisions ofKRS61.870 to 61.884. 

11. At six (6) month intervals, the Commission will conduct public hearings on a utility's past fuel adjustments. The Commission 
will order a utility to charge off and amortize, by means of a temporary decrease of rates, any adjustment it finds unjustified 
due to improper calculation or application of the charges or improper fuel procurement practice. 

12. Every two (2) years following the initial effective date of each utility fuel clause, the Commission in a public hearing will 
review and evaluate past operations of the clause, disallow improper expenses, and to the extent appropriate, reestablish the fuel 
clause charge in accordance with Subsection 2. 

13. Resulting cost per kilowatt-hour in June 2008 to be used as the base cost in Standard Fuel Adjustment Clause is: 

Fuel
Sales 

June 2008 ~ $16,138,627 ~ $ 0.02840/kwh 
June 2008 568,162,000 

This, as used in the Fuel Adjustment Clause, is 2.840¢ per kilowatt-hour. 

DATE OF ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On And After Janumy 23, 2015 

ISSUED BY: JOHN A. ROGNESS IUY~ ~ 
TITLE: Director Regulatory Services . 

By Authoritv Of Order By The Public Service Commission 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6- I 

AVAILABILITY OF SERVICE. 

TARIFFRS. 
(Residential Service) 

Available for full domestic electric service through 1 (one) meter to individual residential customers including rural residential customers 
engaged principally in agricultural pursuits. 

RATE. (Tariff Codes 015,017, 022) 
Service Charge ............................................................................ . 
Energy Charge: ........................................................ . 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

$16.00 per month 
9.035¢ per KWH 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in 
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

I 
I 

Bills computed according to the rates set fmth herein will be increased or decreased by a Demand-Side Management Adjustment Clause T 
Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 22-
13 of this TariffSchedulc. T 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based on a 
percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-l through 36-2 of this Tariff Schedule. The Asset · 
Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual basis) authorized 
to be recovered via Tariff AT.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by its order dated 
October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set fmth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment Factor 
based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of this Tariff 
Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment Factor 
per kWh calculated in compliance with the Big Sandy I Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this Tariff Schedule 

(Cont'd on Sheet No. 6-2) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 
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KENTUCKY POWER COMPANY 

PURCHASE POWER ADJUSTMENT. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-2 

TARIFF R.S. (Cont'd) 
(Residential Service) 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based on 
a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of the Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kWh calculated in compliance 
with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shali be increased by a KEDS charge of $0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric bills 
rendered during the billing cycles commencing July 2015 and continue until othenvise directed by the Public Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP! CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 15¢ 
per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance Program 
charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue until 
otherwise directed by the Public Service Commission. 

r 
N 

N 

N 

NERC COMPLIANCE AND CYBERSECURITY RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersccurity Rider / 
Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 l 
through 40-3 of this TariffSchedu1e. N 

DELAYED PAYMENT CHARGE. 

Bills under this tariff are due and payable within fifteen (15) days of the mailing date. On all accounts not paid in full by the next billing 
date, an additional charge of 5% of the unpaid portion will be made. 

VOLUNTEER FIRE DEPARTMENTS (Tariff Code 024) 

Volunteer Fire Departments may qualify pursuant to KRS 278.172 for this tariff but will be required to provide a completed Form 990 
and update it annually. 

(Cont'd on Sheet No. 6-3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-3 

TARIFF R.S.(Cont'd) 
(Residential Service) 

STORAGE WATER HEATING PROVISION. 

This provision is withdrawn except for the present installations of current customers receiving service hereunder at premises 
served prior to Aprill, 1997. 

If the customer installs a Company approved storage water heating system which consumes electrical energy only during 
off-peak hours as specified by the Company and stores hot water for use during on-peak hours, the following shall apply: 

Tariff Code 
012 (a) For Minimum Capacity of 80 gallons, the last 300 KWH of use in any month shall be billed at 4.940¢ 

per KWH. 
013 (b) For Minimum Capacity of 100 gallons, the last 400 KWH of use in any month shall be billed at 4.940¢ 

per KWH. 
014 (c) For Minimum Capacity of 120 gallons or greater, the last 500 KWH of use in any month shall be billed at 

4.940¢ per KWH. 

These provisions, however, shall in no event apply to the first 200 KWH used in any month, which shall be billed in 
accordance with the "Monthly Rate" as set forth above. 

For purpose of this provision, the on-peak billing period is defined as 7:00AM. to 9:00P.M. for all weekdays, Monday 
through Friday. The off-peak billing period is defined as 9:00PM to 7:00AM for all weekdays and all hours of Saturday 
and Sunday. 

The Company reserves the right to inspect at all reasonable times the storage water heating system and devices which 
qualify the residence for service under the storage water heater provision, and to ascertain by any reasonable means that the 
time-differentiated load characteristics of such devices meet the Company's specifications. If the Company finds that in its 
sole judgment the availability conditions of this provision are being violated, it may discontinue billing the Customer under 
this provision and commence billing under the standard monthly rate. 

This provision is subject to the Service Charge, the Fuel Adjustment Clause, the System Sales Clause, the Demand-Side 
Management Clause, the Asset Transfer Rider, Big Sandy Retirement Rider, Big Sandy 1 Operation Rider, the Purchase 
Power Adjustment, the Environmental Surcharge, the Capacity Charge, the P.J.M. Rider, the Kentucky Economic 
Development Rider, the Residential HEAP Charge, NERC Compliance and Cybersecurity Rider factors as stated in the 
above monthly rate. 

(Con!' d. on Sheet No. 6-4) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-4 

TARIFFR.S. 
(Residential Service) 

LOAD MANAGEMENT WATER-HEATING PROVISION. (Tariff Code 0 II) 

For residential customers who install a load management water-heating system which consumes electrical energy during off-peak hours T 
specified by the Company and stores hot water for use during on-peak hours, of minimum capacity of 80 gallons, the last 250 KWH of usc 
in illlY month shall be billed at 5.216¢ per KWH. I 

This provision, however, shall in no event apply to the first 200 KWH used in any month, which shall be billed in accordance with the 
"Monthly Rate" as set fOrth above. 

For the purpose of this provision, the on-peak billing period is defined as 7:00 A.M. to 9:00P.M. for all weekdays, Monday through 
Friday. The off-peak billing period is defined as 9:00 P.M. to 7:00A.M. for all weekdays and all hours of Saturday and Sunday. 

The Company reserves the right to inspect at all reasonable times the load management water-heating system(s) and devices which qualify 
the residence for service under the Load Management Water-Heating Provision. If the Company finds that, in its sole judgment, the 
availability conditions of this provision arc being violated; it may discontinue billing the Customer under this provision and commence 
billing under the standard monthly rate. 

This provision is subject to the Service Charge, the Fuel Adjustment Clause, the System Sales Clause, the Demand-Side Management 
Clause, the Asset Transfer Rider, the Purchase Power Adjustment, the Environmental Surcharge, the Capacity Charge and the Residential 
HEAP Charge factors as stated in the above monthly rate. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This service is available to rural domestic customers engaged principally in agricultural pursuits where service is taken through one meter 
tOr residential purposes as well as for the usual fann uses outside the home, but it is not extended to operations of a commercial nature or 
operations such as processing, preparing or distributing products not raised or produced on the farm, unless such operation is incidental to 
the usual residential and farm uses. 

The Company shall have the option of reading meters monthly or bimonthly and rendering bills accordingly. When bills arc rendered 
bimonthly, the minimum charge and the quantity of KWH in each block of the rates shall be multiplied by two. 

Pursuant to 807 KAR 5:041, Section 11, paragraph (I), of Public Service Commission Regulations, the Company will make an extension 
of 1,000 feet or less to its existing distribution line without charge for a prospective permanent residential customer served under this R.S. 
Tariff. Pursuant to 807 KAR 5:041 Section 12 extensions of up to 150 feet for a mobile home are provided without charge. N 

This tariff is available for single-phase, residential service. Where the residential customer requests three-phase service, this tariff will N 
apply if the residential customer pays to the Company the difference between constructing single-phase service and three-phase service. 
Where motors or heating equipment arc used for commercial or industrial purposes, the applicable general service tariff will apply to 
such service. N 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under Tariff 
COGEN/SPP I or by special agreement. 

(Cont'd on Sheet No. 6-5) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-5 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-5 

TARIFF R.S.-L.M.-T.O.D. 
(Residential Service Load Management Time-of-Day) 

A V AlLABILITY OF SERVICE. 

Available to customers eligible for TariffR.S. (Residential Service) who use energy storage devices with time-differentiated load 
characteristics approved by the Company which consume electrical energy only during off-peak hours specified by the Company and store 
energy for use during on-peak hours. 

Households eligible to be served under this tariff shall be metered through a multiple-register meter capable of measuring electrical energy T 
consumption during the on-peak and off-peak billing periods. 

RATE. (Tariff Codes 028, 030, 032, 034) 
Service Charge .............................................................................. $ 18.70 per month 
Energy Charge: 
All KWH used during on-peak billing period............................ 13.879¢ per KWH 
All KWH used during off-peak billing period.............................. 5.216¢ per KWH 

For the purpose of this tariff, the on-peak billing period is defined as 7:00A.M. to 9:00P.M. for all weekdays, Monday through Friday. 
The off-peak period is defined as 9:00P.M. to 7:00A.M. for all weekdays and all hours of Saturday and Sunday. 

CONSERVATION AND LOAD MANAGEMENT CREDIT. 

For the combination of an approved electric thermal storage space heating system and water heater, both of which are designed to consume 
electrical energy only between the hours of 9:00P.M. and 7:00A.M. for all days of the week, each residence will be credited 0.745¢ per 
KWH for all energy used during the off-peak billing period, for a total of 60 monthly billing periods following the installation and use of 
these devices in such residence. 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein wiii be increased or decreased by a Fuel Adjustment Factor per KWH calculated in 
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-l and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-l and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Demand-Side Management Adjustment Clause 
Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 22-
13 of this Tariff Schedule. 

( Cont' d. on Sheet 6-6) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-6 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-6 

TARIFF R.S.-L.M.-T.O.D. (Coot' d) 
(Residential Service Load Management Time-of-Day) 

ASSET TRANSFER RIDER 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transl'er Adjustment Factor based on 
n percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff' Schedule. 
The Asset Transfer Acljustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual 
b<1sis) authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as modified by the 

Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

rJills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet Nos. 38-1 thru 38-2 of 
this Tariff Schedule. 

BIG SANDY l OPERATION RIDER. 

Bills computed according to the rates set fmth herein will be increased or decreased by a Big Sandy l Operation Rider Adjustment 
F<lClor per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet No. 39-1 through 39-2 of this 
TnriffSchedu!e. 

PURCHASE POWER ADJUSTMENT. 

!~ills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based 
on a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Uills co"mputcd according to the rates set forth herein will be increased or decreased by an Environmental St1rcharge adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthru 29-5 of this Tariff 
Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factm per KWH calculated in 
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 and 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider factor per kWh calculated in 
compliance with the PJM Rider contained in Sheet Nos. 24-1 thru 24-3 of this Tarifi Schedule. 

(f:on1'cl on Sheet No_ 0-7) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-7 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-7 

TARIFF R.S.-L.M.-T.O.D. (Cont'd) 
(Residential Service Load Management Time-of-Day) 

KENTUCKY ECONOMIC DEVELOPMENT SURCliARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 
per month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer 
electric bills rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public 
Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM CHEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP 
charge of 15¢ per meter per month and shall be shown on the residential customers' bill as a separate line item. The Home 
Energy Assistance Program charge will be applied to all residential electric bills rendered during the billing cycles commencing 
July 2010 and continue until otherwise directed by the Public Service Commission. 

N 

N 

NERC COMPLIANCE AND CYBERSECURITY RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity I 
Rider Adjustment Factor per kW and/or kWh calculated in compliance with the NERC Compliance Cybersecurity Rider N 
contained in Sheet Nos. 40-1 thru 40-3 of this Tariff Schedule. 

DELAYED PAYMENT CliARGE. 

Bills under this tariff are due and payable within fifteen (15) days of the mailing date. On all accounts not paid in full by the 
next billing date, an additional charge of 5% of the unpaid portion will be made. 

SEPARATE METERING PROVISION. 

Customers who use electric thermal storage space heating and water heaters which consume energy only during off-peak hours 
specified by the Company, or other automatically controlled load management devices such as space and/or water heating 
equipment that use energy only during off-peak hours specified by the Company, shall have the option of having these approved 
load management devices separately metered. The service charge for the separate meter shall be $3.85 per month. I 

SPECIAL TERMS AND CONDITIONS. 

This tariffis subject to the Company's Terms and Conditions of Service. 

The Company reserves the right to inspect at all reasonable tin1es the energy storage and load management devices which qualify 
the residence for service and for conservation and load management credits under this tariff, and to ascertain by any reasonable 
means that the time-differentiated load characteristics of such devices meet the Company's specifications. If the Company finds, 
that in its sole judgment, the availability conditions of this tariff arc being violated, it may discontinue billing the Customer under 
this tariff and commence billing under the appropriate Residential Service Tarin: 

This tariff is available for single-phase, residential service. Where the residential customer requests three-phase service, this 
tariff will apply if the residential customer pays to the Company the difference between constructing single-phase service and 
three-phase service. Where motors or heating equipment are used for commercial or industrial purposes, the applicable general 
service tariff will apply to such service. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under 
Tariff COGEN/SPP I or by special agreement with the Company. 

(Cont'd on Sheet 6-8) 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-8 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-8 

TARIFF R.S.- T.O.D. 
(Residential Service Time-of-Day) 

Available for residential electric service through a multiple-register meter capable of measuring electrical energy consumption during T 
the on-peak and off-peak billing periods to individual residential customers, including residential customers engaged principally in 
agricultural pursuits. Availability is limited to the first 1,000 customers applying for service under this tariff. 

RATE. (Tm'iff Code 036) 
Service Charge ......................................................................... $18.70 per month 
Energy Charge: 
All KWH used during on-peak billing period.............................. 13.879¢ per KWH 
All KWH used during oftCpcak billing period............................. 5.216¢ per KWH 

For the purpose of this tariff, the on-peak billing period is defined as 7:00A.M. to 9:00P.M. for all weekdays, Monday through 
Friday. The off~peak period is defined as 9:00P.M. to 7:00A.M. for all weekdays and all hours of Saturday and Sunday. 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bill computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19~ 1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Demand~Side Management Adjustment 
Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 
22-l through 22-13 of this Tariff Schedule. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment actor based on 
a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36~ l through 36-2 of this Tariff Schedule. 
The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365~day annual 
basis) authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as modified by the 
Commission by its order dated October 7, 2013 in Case No. 2012~00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet Nos. 38-1 thru 38-2 of 
this Tariff Schedule. 

(Cont'd on Sheet No. 6-9) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

iSSUED BY: JOHN A. ROGNESS lll~ :. ~ 
'riTLE: Director Regulatory Services ------

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-9 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-9 

TARIFF R.S.- T.O.D. 
(Residential Service Time-of-Day) 

BIG SANDY 1 OPERATION RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment I 
Factor per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this 
Tariff Schedule. N 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein wilJ be increased or decreased by a Purchase Power Adjustment Factor based 
on a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment 
based on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of this 
Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forlh herein will be increased by a Capacity Charge Factor per KWH calculated in 
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 thru 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kWh calculated in 
compliance with the PJTvf Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric 
bills rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service 
Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge 
of 15¢ per meter per month and shall be shown on the residential customers' bill as a separate line item. The Home Energy 
Assistance Program charge will be applied to all residential electric bills rendered during the billing cycles commencing July 20 I 0 
and continue until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersccurity 
Rider Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybcrsecurity Rider contained in Sheet 
Nos. 40-1 through 40-3 of this Tariff Schedule. 

(Cont'd on Sheet No. 6-10) 

DATE OF ISSUE: December 23. 2014 

ISSUED BY: JOHN A. ROGNESS lll 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-10 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-10 

DELAYED PAYMENT CHARGE. 

TARIFF R.S.- T.O.D. (Cont'd) 
(Residential Service Time-of-Day) 

Bills under this tariff are due and payable within fifteen (15) days of the mailing date. On all accounts not paid in full by the next 
billing date, an additional charge of 5% of the unpaid portion will be made. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is available for single-phase, residential service. Where the residential customer requests three-phase service, this tariff 
will apply if the residential customer pays to the Company the difference between constructing single-phase service and three
phase service. Where motors or heating equipment are used for commercial or industrial purposes, the applicable general service 
tariff will apply to such service. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall tal(e service under 
Tariff COGEN/SPP I or by special agreement with the Company. 

(Cont'd on Sheet No. 6-11) 

DATE OF ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS Ill~~
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-11 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-ll 

TARIFF R.S.- T.O.D.2 
(Experimental Residential Service Time-of-Day 2) 

AVAILABILITY OF SERVICE. 

Available on a voluntary, experimental basis to individual residential customers for residential electric service through a 
multi-register meter capable of measuring electrical energy consumption during variable pricing periods. Availability is T 
limited to the first 500 customers applying for service under this tariff. 

RATE. (Tariff Code 027) 
Service Charge .................................................................................................................. $18.70 per month I 
Energy Charge: 
All KWH used during Summer on-peak billing period.................................. 10.885¢ per KWH R 
All KWH used during Winter on-peak billing period . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.132¢ per KWH R 
All KWH used during off-peak billing period ............................................. 8.309¢ per KWH I 

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

Months 
Approximate Percent(%) 
Of Annual Hours 

Winter Period: 
November 1 to March 31 

Summer Period: 
May 15 to September 15 

All Other Calendar Periods 

On-Peak 
16% 

7:00A.M. to II :00 A.M. 
6:00P.M. to 10:00 P.M. 

Noon to 6:00P.M. 

None 

Off-Peak 
84% 

II :00 AM. to 6:00P.M. 
10:00 P.M. to 7:00A.M. 

6:00P.M. to Noon 

Midnight to Midnight 

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

MINIMUM CHARGE. 

This tm·iff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH 
calculated in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Demand-Side Management 
Adjustment Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause 
contained in Sheet Nos. 22-1 through 22-13 of this Tariff Schedule, unless the customer is an industrial who has elected to 
opt-out in accordance with the terms pursuant to the Commission's Order in Case No. 95-427. 

(Cont"d on Sheet No. 6-12) 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

ASSET TRANSFER RIDER. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-12 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-12 

TARIFF R.S.-T.O.D.2 (Cont'd) 
(Experimental Residential Service Time-of-Day 2) 

Bi11s computed according to the rates set fmth herein will be increased or decreased by an Asset Transfer Adjustment actor based on a 
percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No, 36-1 through 36-2 of this Tariff Schedule. The 
Asset Transter Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual basis) N 
authorized to be recovered via Tariff A. T.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by l 
its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. N 

BIG SANDY RETIREMENT RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment j 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 
of this Tariff Schedule. N 

BIG SANDY I OPERATION RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy I Operation Rider Adjustment l 
Factor per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this 
Tariff Schedule. N 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this TariiTSchedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of the Tariff 
Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-lofthis Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set fotth herein will be increased or decreased by a P JM Rider per kWh calculated in compliance 
with the P JM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to ail customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric 
bills rendered during the biiiing cycles commencing July 2015 and continue until otherwise directed by the Public Service 
Commission. 

(Cont'd on Sheet No. 6-13) 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS lli 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKVPOWERCOMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-13 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.6- 13 

TARIFF R.S.-T.O.D.2 (Cont'd) 
(Experimental Residential Service Time-of-Day 2) 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 
15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance 
Program charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue 
until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CVBERSECURITY RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in Sheet Nos. 
40-1 through 40-3 ofthis Tariff Schedule. N 

DELAYED PAYMENT CHARGE. 

Bills under this tariff are due and payable within fifteen (15) days of the mailing date. On all accounts not paid in full by the next 
billing date, an additional charge of 5% of the unpaid portion will be made. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is available for single-phase, residential service. Where the residential customer requests three-phase service, this tariff 
will apply if the residential customer pays to the Company the difference between constructing single-phase service and three-phase 
service. Where motors or heating equipment are used for commercial or industrial purposes, the applicable general service tariff will 
apply to such service. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power productions facilities shall take service under Tariff 
COGEN/SPP I or by special agreement with the Company. 

DATE OF ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014·00396 Dated XXXXXXXX 
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AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO.7- 1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.7- 1 

TARIFF S.G.S. 
(Small General Service) 

Available for general service to customers with average monthly demands less than 10 KW and maximum monthly demands of 
less than 15 KW (excluding the demand served by the Load Management Time-of-Day provisions). Service will be provided at N 
Secondary voltage metering only. 

Customers not meeting the requirements for availability under this tariff will only be permitted to continue service under this tariff N 
at the premise occupied for continuous service beginning no later than January 22, 2015. 

RATE. (Tariff Codes 211, 212) 
Service Charge ................................................................................ $19.50 per month 
Energy Charge: 
First 500 KWH per month.................................................... 11.500¢ per KWH 
All Over 500 KWH per month.............................................. 7.057¢ per KWH 

MINIMUM CHARGE. 

1bis tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-l and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rate set forth herein will be increased or decreased by a System Sales Factor per KWH calculated 
in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment 
Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 

I 

R 
R 

22-l through 22-13 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the T 
terms pursuant to the Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based 
on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff 
Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a AN 

365-day annual basis) authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as 
modified by the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment l 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 
of this Tariff Schedule. N 

(Cont'd on Sheet No. 7-2) 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS III 

'l'ITLE: Dh·ector Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014·00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C.KY. NO. 10 ORIGINAL SHEET NO.7- 2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.7- 2 

TARIFF S.G.S. (Con!' d.) 
(Small General Service) 

BIG SANDY I OPERATION RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment Factor I 
per kWh calculated in compliance with the Big Sandy I Operation Rider contained in Sheet Nos. 39~ 1 through 39-2 of this Tariff Schedule. N 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff 
Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein wiii be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-l through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kWh calculated in compliance 
with the PJM Rider contained in Sheet Nos. 24-l through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric bills 
rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set fmth herein shall be increased by a I-lEAP charge of 15¢ 
per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance Program 
charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue until otherwise 
directed by the Public Service Commission. 

N 

! 
N 

N 

NERC COMPLIANCE AND CYBERSECURITY RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider l 
Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 
through40-3 of this Tariff Schedule. N 

DELAYED PAYMENT CHARGE. 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of 5% of 
the unpaid balance will be made. 

(Con!' d. on Sheet 7-3) 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 7-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 7-3 

TARIFF S.G.S. (Cont'd.) 
(Small General Service) 

LOAD MANAGEMENT TlME-OF-DAY PROVISION. 

Available to customers who usc energy storage devices with time-differentiated load characteristics approved by the Company which consume 
electrical energy only during off-peak hours specified by the Company and store energy for use during on-peak hours, and who desire to receive 
service under this provision for their total requirements. 

Customers who desire to separately wire their load management load to a time-of-day meter and their general-use load to a standard meter shall 
receive service for both under the appropriate provision of this tariff. 

RATE. (Tariff Code 225) 
Service Charge .............................................................................. $19.50 per month 
Energy Charge: 
All KWH used during on-peak billing period ............................. 13.755¢ per KWH 
All KWH used during off-peak billing period............................ 5.216¢ per KWH 

OPTIONAL UNMETERED SERVICE PROVISION. 

Available to customers who qualify for Tariff SGS and use the Company's service for commercial purposes consisting of small fixed electric 
loads such as traffic signals and signboards which can be served by a standard service drop from the Company's existing secondmy distribution 
system. This service will be fumished at the option of the Company. 

Each separate service delivery point shall be considered a contract location and shall be separately billed under the service contract. In the event 
one Customer has several accounts for like service, the Company may meter one account to determine the appropriate kilowatt-hour usage 
applicable for each of the accounts. 

The Customer shall fumish switching equipment satisfactory to the Company. The Customer shall notify the Company in advance of every 
change in connected load, and the Company reserves the right to inspect the customer's equipment at any time to verify the actual load. In the 
event of the customer's failure to notify the Company of an increase in load, the Company reserves the right to refuse to serve the contract 
location thereafter under this provision, and shall be entitled to bill the customer retroactively on the basis of the increased load for the full period 
such load was connected or the earliest date allowed by Kentucky statute whichever is applicable. 

Calculated energy use per month shall be equal to the contract capacity specified at the contract location times the number of days in the billing 
period times the specified hours of operation. Such calculated energy shall then be billed at the following rates: 

RATE. (Tariff Codes 204 (Metered), 213 (Unmetered)) 
Customer Charge ................................................................................ $15.50 per month 
Energy Charge: 

First 500 KWH per month ..................................................... .. 
All Over 500 KWH per month ............................................... . 

TERM OF CONTRACT. 

11.500¢ per KWH 
7.057¢ per KWH 

The Company shall have the right to require contacts for a period of one (1) year or longer. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

Customer with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under TariiT COGEN/SPP I or by special 
agreement with the Company. 

DATE OF ISSUE: December 23, 2014 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 
In Case No. 2014-00396 Dated XXXXXXXX 

(Cont'd on Sheet No. 7-4) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO.7- 4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.7- 4 

TARIFF S.G.S.- T.O.D. 
(Kxperimental Small General Service Time-of-Day Service) 

A Y AILABILITY OF SERVICE. 

Available on a voluntary, basis for general service to customers being served at secondary distribution voltage with one single-phase, T 
multi-register meter capable of measuring electrical energy consumption during vm·iable pricing periods. Availability is limited to the 
first 500 customers applying for service under this tariff. 

Customers not meeting the requirements for availability under this tariff will only be permitted to continue service llllder this tariff at N 
the premise occupied for continuous service beginning no later than January 22,2015. 

RATE. (Tari1ICode227) 

Service Charge .. 
Energy Charge: 

All KWH used during Summer on-peak billing period 
All KWH used during Winter on-peak billing period ... 
All KWH used during off-peak billing period .. 

....... $19.50 per month 

11.126¢ per KWH 
12.020¢ per KWH 

8.476¢ per KWH 

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

Approximate Percent(%) 
Of Annual Hours 

Winter Period: 
November 1 to March 31 

Summer Period: 
May 15 to September 15 

All Other Calendar Periods 

On-Peak 

16% 

7:00A.M. to II :00 A.M. 
6:00P.M. to 10:00 P.M. 

Noon to 6:00P.M. 

None 

NOTE: All KWH consumed during weekends are billed at the off-peak level. 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Off-Peak 

84% 

II :00 A.M. to 6:00P.M. 
10:00 P.M. to 7:00A.M. 

6:00P.M. to Noon 

Midnight to Midnight 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated 
in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tm·iff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

(Cont'd on Sheet No. 7-5) 

DATE OF ISSUE: December 23.2014 

DATE EFFECTIVE: Serviee Rendered On And After January 22, 2015 

ISSUED BY: JOHN A. ROGNESS Ill ~,._-'f~~-~-~-~-·'Ef§P 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 7-5 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 7-5 

TARIFF S.G.S.-T.O.D. (Con!' d) 
(Small General Service Time-of-Day) 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased by a Demand-Side Management Adjustment Clause Factor per KWH 
calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 22-13 of this Tariff T 
Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pursuant to the Commission's Order 
in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor 
based on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 and 36-2 of this Tariff 
Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day 
annual basis) authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as modified by the 
Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETffiEMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment Factor 
based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 ofthis Tariff 
Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment Factor 
per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based on a 
percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of the Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kWh calculated in compliance with 
the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

(Cont'd on Sheet No. 7-6) 

DATE OF ISSUE: December 23.2014 

ISSUED BY: JOHN A. ROGNESS I 

TITLE: Director Regulatorv Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 7-6 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 7-6 

(Small General Service Time-of-Day) 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 per month and 
shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric bills rendered during the 
billing cycles commencing July 2015 and continue until otherwise directed by the Public Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP! CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set fotth herein shall be increased by a HEAP charge of 15¢ per 
meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance Program charge will 
be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue until otherwise directed by the 
Public Service Commission. 

T 

N 

I 
N 

NERC COMPLIANCE AND CYBERSECURITY RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider l 
Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 
through 40-3 ofthis Tariff Schedule N 

DELAYED PA VMENT CHARGE. 

Bilis under this tariff are due and payable within fifteen (15) days of the mailing date. On all accounts not paid in full by the next billing date, an 
additional charge of 5% of the unpaid portion will be made 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Tem1s and Conditions of Service. Existing customers may initially choose to take service under this tariff without 
satisfying any requirements to remain on their current tariff for at least 12 months. 

Customer with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under Tariff COGEN/SPP I or by special 
agreement with the Company. 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS 11 ,_ 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 
In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8- 1 

TARIFF M.G.S. 
(Medium General Service) 

Available for general service to customers with average monthly demands greater than 10 KW or maximum monthly demands greater 
than 15 KW, but not more than 100 KW (excluding the demand served by the Load Management Time-of-Day provision). Except as 
provided below, customers receiving service on or before January 22, 2015 at a secondary voltage and with average monthly demand 
below 10 KW will be served under the S.G.S. tariff. 

Existing customers not meeting the above criteria will be permitted to continue service under present conditions only for continuous 
service at the premises occupied on or prior to December 5, 1984. 

RATE. Service Voltage 
Secondary Primary Subtransmission 

Tariff Code 215,216,218 217,220 236 
Service Charge per Month $ 19.50 $ 50.00 $ 364.00 

Demand Charge per KW $ 2.05 $ 1.99 $ 1.96 
Energy Charge: 

KWH equal to 200 times KW of 
monthly billing demand 10.072¢ 9.245¢ 8.538¢ 
KWH in excess of 200 times K W 
of monthly billing demand 8.639¢ 8.270¢ 8.018¢ 

MINIMUM CHARGE. 

This tariff is subject to a minimum charge equal to the sum of the service charge plus the demand charge multiplied by 6 KW. The 

I 

I 

I 

I 

minimum monthly charge for industrial and coal mining customers contracting for 3-phase service after October 1, 1959 shall be$ 8.55 I 
per KW of monthly billing demand. 

RECREATIONAL LIGHTING SERVICE PROVISION. 

Available for service to customers with demands of 5 KW or greater and who own and maintain outdoor lighting facilities and 
associated equipment utilized at baseball diamonds, football stadiums, parks and other similar recreational areas. This service is 
available only during the hours between sunset and sunrise. Daytime use of energy under this rate is strictly forbidden except for the 
sole purpose of testing and maintaining the lighting system. All Terms and Conditions of Service applicable to TariffM.G.S. customers 
will also apply to recreational lighting customers except for the Availability of Service. 

RATE. (TariffCodc214) 
Service Charge ................................................................................. $ 19.50 per month 
Energy Charge ................................................................................... 10.000¢ per KWH 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in 
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

I 

I 

N 

I 

I 

I 

I 

Bills computed according to the rates set fmth herein will be increased or decreased by a Demand-Side Management Adjustment Clause r.r 
Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 
22-13 of this Tariff Schedule. T 

(Cont'd on Sheet No. 8-2) 

DATE OF ISSUE: Deccmbcr23, 2014 

TITLE: Director Of Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-Xxxx Dated Xxxxxxxx 
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KENTUCKY POWER COMPANY 

ASSET TRANSFER RIDER. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8-2 

TARIFF M.G.S. (Cont'd.) 
(Medium General Service) 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor 
based on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff 
Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 
365-day annual basis) authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as 
modified by the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 
38-2 of this Tariff Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy I Operation Rider 
Adjustment Factor per kW and/or kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 
39-1 through 39-2 of this Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor 
based on a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff 
Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein wili be increased or decreased by an Environmental Surcharge adjustment 
based on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this 
Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rate set forth herein will be increased by a Capacity Charge Factor per KWH calculated in 
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kW and/or kWh 
calculated in compliance with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 
per month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer 
electric bills rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service 
Commission. 

(Cont"d on Sheet No. 8·3) 

DATE OF ISSUE: December 23 2014 

ISSUED BY: JOHN A ROGNESS !ll 

TITLE: Director Regulatory Services 

l3y Authority Of Order By 'Ihe Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

N 

N 

N 

l 
N 

i 

N 

l 
N 

N 



Exhibit JAR-8 
Page 56 of 183

KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8-3 

TARIFF M.G.S (Con!' d) 
(Medium General Service) 

HOME ENERGY ASSISTANCE PROGRAM IHEAP) CHARGE. 

Applicable to ali residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge 
of 15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Horne Energy 
Assistance Program charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 
and continue until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Biiis computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity 
Rider Adjustment Factor per kW and/or kWh calculated in compliance with the NERC Compliance Cybersecurity Rider contained 
in Sheet Nos. 40-1 through 40-3 of this Tariff Schedule. 

DELAYED PAYMENT CHARGE. 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of 
5% ofthe unpaid balance will be made. 

METERED VOLTAGE. 

The rates set forth in this tariff are based upon the delivery and measurements of energy at the same voltage, thus measurement will 
be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be achieved 
through the use of loss compensating equipment, the use of formulas to calculate losses or the application of multipliers to the 
metered quantities. In such cases, the metered KWH and KW values will be adjusted for billing purposes. If the Company elects 
to adjust KWH and KW based on multipliers, the adjustment shall be in accordance with the following: 

(1) Measurements taken at the low-side of a Customer-owned transformer will be multiplied by I .0 I. 
(2) Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98. 

MONTHLY BILLING DEMAND. 

Energy supplied hereunder will be delivered through not more than one single phase and/or polyphase meter. Customer's demand 
will be taken monthly to be the highest regis1mtion of a 15-minute integrating demand meter or indicator, or the highest registration 
of a thermal type demand meter. The minimum monthly billing demand shali not be less than (a) the minimum billing demand of 6 
KW, or (b) 60% of the greater of(1) the customer's contract capacity in excess of 100 KW or (2) the customer's highest previously 
established monthly billing demand during the past 11 months in excess of 100 KW. 

(Cont'd on Sheet No. 8-4) 

DATE OF ISSUE: December23, 2014 

DATE EFFECTIVE: Service Rendered On And After January 22. 2015 

ISSUED BY: JOHN A. ROGNESS 1Il 9~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 20I4-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8-4 

TARIFF M.G.S (Coot' d) 
(Medium General Service) 

LOAD MANAGEMENT TIME-OF-DAY PROVISION. (Tariff Code 223) 

Available to customers who use energy storage devices with time-differentiated load characteristics approved by the 
Company which consume electrical energy only during off-peak hours specified by the Company and store energy for use 
during on-peak hours, and who desire to receive service under this provision for their total requirements. 

Customers who desire to separately wire their load management load to a time-of-day meter and their general-use load to a 
standard meter shall receive service for both under the appropriate provision of this tariff. 

Service Charge ........................................................................................ .. 
Energy Charge: 

All KWH used during on-peak billing period ............... . 
All KWH used during off-peak billing period ............... .. 

$3.85 per month 

$15.757¢ perKWH 
5.491¢ perKWH 

For the purpose of this tariff, the on-peak billing period is defmed as 7:00A.M. to 9:00P.M. for ali weekdays, Monday 
through Friday. The off-peak billing period is defined as 9:00P.M. to 7:00A.M. for all weekdays and a11 hours of Saturday 
and Sunday. 

TERM OF CONTRACT. 

I 

I 
I 

Contracts under this tariff wil-l- may be required of customers. Contracts under this tariff will be made for an initial period of T 
not less than l (one) year and shall remain in effect thereafter until either party shall give at least 6 months' written notice to 
the other of the intention to terminate the contract. The Company will have the right to make contracts for periods oflonger T 
than I (one) year. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is also available to Customers having other source of energy supply but who desire to purchase standby or back
up electric service from the Company. Where such conditions exist the Customer shall contract for the maximum demand 
in KW which the Company might be required to furnish, but no less than 10 KW. The Company shall not be obligated to 
supply demands in excess of that contracted for. Where service is supplied under the provisions of this paragraph, the 
billing demand each month shall be the highest detemlined for the current and previous two billing periods, and the 
minimum charge shall be as set forth under paragraph "Minimum Charge" above. 

This tariff is available for resale service to mining and industrial customers who finnish service to customer-owned camps 
or villages where living quarters are rented to employees and where the Customer purchases power at a single point of both 
their power and camp requirements. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall talce service 
under Tariff COGEN/SPP I or II or by special agreement with the Company. 

(Cont'd on Sheet No. 8-5) 

DATEOFISSUE: December23,2014 

DATE EFFECTIVE: Service Rendered On And After January 22, 2015 

ISSUED BY: JOHN A. ROGNESS lll9~~tj;'l):;:=c;~~::;:> 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014·00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO.lO ORIGINAL SHEET NO. 8-5 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8-5 

TARIFF M.G.S.-T.O.D. 
(Medium General Service Time-of-Day) 

Available for general service to customers with normal maximum demands greater than 10 KW but not more than 100 KW. 
Availability is limited to the first 500 customers applying for service under this tariff. 

RATE. (Tariff Code 229) 
Service Charge ..................................................................................................................... $ 19.50 per month 
Energy Charge: All KWH used during on-peak billing period ........................................... $ 15.757¢ per KWH 

All KWH used during off-peak billing period............................................ 5.491¢ per KWH 

For the purpose of this tariff, the on-peak billing period is defined as 7:00A.M. to 9:00P.M. for all weekdays, Monday through 
Friday. 
The off-peak billing period is defined as 9:00P.M. to 7:00A.M. for all weekdays and all hours of Saturday and Sunday. 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated 
in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased by a Demand-Side Management Adjustment Clause Factor 
per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 

I 

I 

I 

22-13 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pursuant T 
to the Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based 
on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-l through 36-2 of this Tariff 
Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata ammmt (computed on a 
365-day annual basis) authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as 
modified by the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

N 

I 
N 

N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment I 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-
2 of this Tariff Schedule. N 

(Cont'd on Sheet No. 8-6) 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

BIG SANDY I OPERATION RIDER. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-6 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8-6 

TARIFF M.G.S.-T.O.D. (Cont"d) 
(Medium General Service Time-of-Day) 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy I Operation Rider Adjustment Factor per 
kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein wiJI be increased or decreased by an Environmental Surcharge adjustment based on a 
percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of the Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set fmth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance with 
the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kWh calculated in compliance with 
the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 per month 
and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric biils rendered 
during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 15¢ 
per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance Program 
charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue until otherwise 
directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 
through 40-3 of this TaritiSchedule. 

(Cont"d on Sheet No. 8-7) 

DATE OF ISSUE: December 23, 2014 

ISSUED BY: JOHN A. ROGNESS III (_ 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-7 
CANCELLING P.S.C. KY. NO.lO SHEET NO. 8-7 

DELAYED PAYMENT CHARGE. 

TARIFF M.G.S.-T.O.D. (Cont'd) 
(Medium General Service Time-of-Day) 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional 
charge of 5% of the unpaid balance will be made. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service 

Customers with PURPA Section 210 qualifying cogeneration and/or small power productions facilities shall take service under 
Tariff COGEN/SPP I or by special agreement with the Company. 

DATE OF ISSUE: December 23.2014 

DATE EFFECTIVE: Service Rendered On And After January 22. 2015 

ISSUED BY: JOHN A. ROGNESS lll~~
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. lO ORIGINAL SHEET NO. 9- I 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.9- I 

TARIFF L.G.S. 
(Large General Service) 

Available for general service to customers with normal maximum demands greater than 100 KW but not more than 1,000 KW (excluding 
the demand served by the Load Management Time-of-Day provision). 

Existing customers not meeting the above criteria will be permitted to continue service under present conditions only for continuous service 
at the premises occupied on or prior to December 5, 1984. 

Tariff Code 
Service Charge per Month 
Demand Charge per KW 

Excess Reactive Charge per KV A 
Energy Charge per KWH 

MINIMUM CHARGE. 

Secondarv 
240,242 
$ 85.00 
$ 5.03 
$ 3.46 

8.056¢ 

Service Voltage 
Primary 
244,246 
$ 127.50 
$ 4.89 
$ 3.46 

6.851¢ 

Subtransmission 
248 

$ 661.65 
$ 4.83 
$ 3.46 

4.670¢ 

Transmission 
250 

$ 661.65 
$ 4.75 
$ 3.46 

4.579¢ 

Bills computed under the above rate are subject to a monthly minimum charge comprised of the sum of the service charge and the minimum 
demand charge. The minimum demand charge is the product of the demand charge per KW and the monthly billing demand. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in 
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

IIRR 

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment Clause 
Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 
22-13 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the tetms pursuant to the T 
Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based on a 
percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff Schedule. The 
Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual basis) N 
authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by its I 
order dated October 7, 2013 in Case No. 2012-00578, has been recovered. ~ 

(Con!' d. On Sheet No. 9-2) 

DATE OF ISSUE: December 23, 2014 

ISSUED BY: JOliN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 



Exhibit JAR-8 
Page 62 of 183

KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-2 

TARIFF L.G.S. (Cont'd.) 
(Large General Service) 

BIG SANDY RETIREMENT RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment t 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of 
this Tariff Schedule. 

BIG SANDY I OPERATION RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment ! 
Factor per kW and/or kWh calculated in compliance with the Big Sandy I Operation Rider contained in Sheet Nos. 39-1 through 39-2 
of this Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bilis computed according to the rates set forth herein wiii be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein wiiJ be increased or decreased by an Environmental Surcharge Adjustment based 
on a percent of 
revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kW and/or kWh calculated in 
compliance with the P JM Rider contained in Sheet Nos. 24-1 through 24-3 of this TariiT Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric 
bills rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service 
Commission. 

HOME ENERGY ASSISTANCE PROGRAM !HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 
15¢ per meter per month and shaH be shown on the residential customers bill as a separate line item. The Home Energy Assistance 
Program charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue 
until otherwise directed by the Public Service Commission. 

N 

l 
N 

l 

NERC COMPLIANCE AND CYBERSECURITY RIDER. N 

Bilis computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per kW and/or kWh calculated in compliance with the NERC Compliance Cybersecurity Rider contained in Sheet 
Nos. 40-1 through 40-3 of this Tariff Schedule. N 

(Cont'd on Sheet No. 9-3) 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS II 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO.lO ORIGlNAL SHEET NO. 9·3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9·3 

DELAYED PAYMENT CHARGE. 

TARIFF L.G.S. (Con!' d) 
(Large General Service) 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of 5% of the 
unpaid balance will be made. 

METERED VOLTAGE. 

The rates set forth in this tm·iff are based upon the delivery and measurement of energy at the same voltage, thus measurement will be made at 
or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be achieved through the use of loss 
compensating equipment, the use of formulas to calculate losses or the application of multipliers to the metered quantities. In such cases, the 
metered KWH and KW values will be adjusted for billing purposes. If the Company elects to adjust KWH and KW based on multipliers, the 
adjustment shall be in accordance with the following: 

(1) Measurements taken at the low-side of a customer-owned transformer will be multiplied by 1.01. 

(2) Measurements taken at the high-side of a Company-owned transformer wiiJ be multiplied by 0.98. 

MONTHLY BILLING DEMAND. 

Billing demand in KW shall be taken each month as the highest 15-minute integrated peak in kilowatts as registered during the month by a IS
minute integrating demand meter or indicator, or at the Company's option as the highest registration of a thermal type demand meter or 
indicator. The monthly biiiing demand so established shall in no event be less than 60% of the greater of (a) the customer's contract capacity 
or (b) the customer's highest previously established monthly billing demand during the past 11 months. 

DETERMINATION OF EXCESS KILOVOLT-AMPERE (KVA) DEMAND. 

The maximum KVA demand shall be determined by the usc of a multiplier equal to the reciprocal of the average power factor recorded during the billing month, 
leading or lagging, applied to the metered demand. The excess KVA demand, if any, shall be the amount by which the maximum KVA demand established 
during the billing period exceeds 115% of the kilowatts of metered demand. 

LOAD MANAGEMENT TIME-OF-DAY PROVISION. 

Available to customers who use energy storage devices with time-differentiated load characteristics approved by the Company which consume 
electrical energy only during off-peak hours specified by the Company and store energy for use during on-peak hours, and who desire to 
receive service under this provision for their total requirements. 

Customers who desire to separately wire their load management load to a time-of-day meter and their general-use load to a standard meter shall 
receive service for both under the appropriate provision of this tariff. 

RATE. (TariffCodc 251) 
Service Charge ..................................................................................................... $ 85.00 per month 
Energy Charge: 

All KWH used during on-peak billing period ................................................. .. 
All KWH used during off-peak billing period .................................................. .. 

13.164¢ perKWH 
5.471¢ per KWH 

For the purpose of this tariff, the on-peak billing period is dcfmcd as 7:00A.M. to 9:00P.M. for all weekdays, Monday through Friday. The 
off-peak billing period is defined as 9:00P.M. to 7:00A.M. for all weekdays and ali hours of Saturday and Sunday. 

(Cont'd on Sheet No. 9-4) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 22, 2015 

ISSUED BY: JOHN A. ROGNESS lll~ ~ TITLE: Director Regulatory Services ~ 
By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

TERM OF CONTRACT. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-4 

TARIFF L.G.S. (Cont'd) 
(Large General Service) 

Contracts under this tariff will be made for customers requiring a nonnal maximum monthly demand between 500 KW and 
1,000 KW and be made for an initial period of not less than 1 (one) year and shall remain in effect thereafter until either party 
shall give at least 6 months written notice to the other of the intention to terminate the contract. The Company reserves the 
right to require initial contracts or periods greater than 1 (one) year. For customers with demands less than 500 KW, a contract 
may, at the Company's option, be required. 

Where new Company facilities arc required, the Company reserves the right to require initial contracts for periods greater than 
one year for all customers served under this tariff. 

A new initial contract period will not be required for existing customers who change their contract requirements after the 
original initial period unless new or additional facilities are required. 

CONTRACT CAPACITY. 

The Customer shali set forth the amount of capacity contracted for (the "contract capacity") in an amount up to 1,000 KW. 
Contracts will be made in multiples of 25 KW. The Company is not required to supply capacity in excess of such contract 
capacity except with express written consent of the Company. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is also available to Customers having other sources of energy supply but who desire to purchase standby or back-up 
electric service from the Company. Where such conditions exist the customer shall contract for the maximum amount of 
demand in KW, which the Company might be required to furnish, but not less than 100 KW nor more than 1,000 KW. The 
Company shall not be obligated to supply demands in excess of the contract capacity. Where service is supplied under the 
provisions of this paragraph, the billing demand each month shall be the highest determined for the current and previous two 
billings periods, and the minimum charge shaH be as set forth under paragraph "Minimum Charge" above. 

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps or 
villages where living quarters are rented to employees and where the customer purchases power at a single point for both his 
power and camp requirements. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under 
Tariff COGEN/SPP I or II or by special agreement with the Company. 

(Cont'd on Sheet No. 9-4) 

DATEOFISSUE: December23,2014 

DATE EFFECTIVE: Service Rendered On And i\fter January 22, 2015 

ISSUED BY: JOHN A. ROGNESS II~ 
TITLE: Director Regulatory Services ~..,.. ~ -~ 
By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-5 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-5 

TARIFF L.G.S.- T.O.D. 
(Large General Service- Time of Day) 

Available for general service customers with normal maximum demands of 100 KW or greater. Customers may continue to qualifY for 
service under this tariff until their 12-month average demand exceeds 1,000 KW. Availability is limited to the first 500 customers applying 
for service under this tariff 

RATE. 
Service Voltage 

Secondary Primary Subtransmission Transmission 
Tariff Code 256 257 258 259 
Service Charge per Month $ 85.00 $ 127.50 $ 661.65 $ 661.65 
Demand Charge per KW $ 10.20 $ 7.35 $ 1.08 $ 1.07 
Excessive Reactive Charge per KV A $ 3.46 $ 3.46 $ 3.46 $ 3.46 
On-Peak Energy Charge per KWH 8.481¢ 8.187¢ 8.098¢ 8.002¢ 
Off-Peak Energy Charge per KWH 4.533¢ 4.411¢ 4.374¢ 4.334¢ 

For the purpose of this tariff, the on-peak billing period is defined as 7:00A.M. to 9:00P.M., for all weekdays Monday through Friday. 
The off-peak billing period is defined as 9:00P.M. to 7:00A.M. for all weekdays and all hours of Saturday and Sunday. 

MINIMUM CHARGE. 

Bills computed under the above rate are subject to a monthly minimum charge comprised of the sum of the service charge and the 
minimum demand charge. The minimum demand charge is the product of the demand charge per KW and the monthly billing demand. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in 
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-l and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 ofthis Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment Clause 
Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 

I 

I 

I 

22-13 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pursuant to the T 
Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based on a 
percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff Schedule. The 
Asset Transfer Adjustment Factor wi11 be applied to bills until such time as the pro rata amount (computed on a 365-day annual basis) N 
authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by its I 
order dated October 7, 2013 in Case No. 2012-00578, has been recovered. N 

(Cont'd on Sheet No. 9-6) 

DATEOFISSUE: December23,2014 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO.IO ORIGINAL SHEET NO. 9-6 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-6 

BIG SANDY RETIREMENT RIDER. 

TARIFF L.G.S.- T.O.D. (Cont'd.) 
(Large General Service- Time of Day) 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment Factor 
based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38R 1 through 38-2 of this 
Tariff Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment 
Factor per kW and/or kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of 
this Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on 
a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No, 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff 
Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule, 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kW and/or kWh calculated in 
compliance with the P JM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set fmth herein shall be increased by a KEDS charge of $0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric bills 
rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM fHEAP) CHARGE. 

Applicable to all residential customers. Bi11s computed according to the rates set forth herein shall be increased by a I·IEAP charge of 
15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance 
Program charge will be applied to all residential electric bills rendered during the billing cycles commencing July 20 lO and continue 
until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per kW and/or kWh calculated in compliance with the NERC Compliance Cybersecurity Rider contained in Sheet 
Nos. 40-1 through40-3 of this Tariff Schedule. 

(Cont'd on Sheet 9-7) 

DATE OF ISSUE: December 23,2014 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

DELAYED PAYMENT CHARGE. 

P.S.C. KY. NO.IO ORIGINAL SHEET NO. 9-7 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-7 

TARIFF L.G.S.- T.O.D. (Cont'd) 
(Large General Service- Time of Day) 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional 
Charge of5% of the unpaid balance will be made. 

METERED VOLTAGE. 

The rates set forth in this tariff are based upon the delivery and measurement of energy at the same voltage, thus measurement will 
be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be achieved 
through the use of loss compensating equipment, the use of formulas to calculate losses or the application of multipliers to the 
metered quantities. In such cases, the metered KWH and KW values will be adjusted for billing purposes. Ifthe Company elects to 
adjust KWH and KW based on multipliers, the adjustment shall be in accordance with the following: 

(1) Measurements taken at the low-side of a customer-owned transformer will be multiplied by 1.01. 

(2) Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98. 

MONTHLY BILLING DEMAND. 

Billing demand in KW shall be taken each month as the highest IS-minute integrated peak in kilowatts as registered during the 
month by a 15-minute integrating demand meter or indicator, or at the Company's option as the highest registration of a thermal type 
demand meter or indicator. The monthly billing demand so established shall in no event be less than 60% of the greater of(a) the 
customer's contract capacity or (b) the customer's highest previously established monthly billing demand during the past II months. 

DETERMINATION OF EXCESS KILOVOLT-AMPERE (KVA) DEMAND. 

The maximum KVA demand shall be detennined by the use of a multiplier equal to the reciprocal of the average power factor recorded during the 
billing month, leading or lagging, applied to the metered demand. The excess KVA demand, if any, shall be the amount by which the maximum 
KVA demand established during the billing period exceeds 115% of the kilowatts of metered demand. 

TERM OF CONTRACT. 

Contracts under this tariff will be made for customers requiring a normal maximum monthly demand between 500 K W and 1,000 
KW and be made for an initial period of not less than 1 (one) year and shall remain in effect thereafter until either party shall give at 
least 6 months written notice to the other of the intention to terminate the contract. The Company reserves the right to require initial 
contracts or periods greater than 1 (one) year. For customers with demands less than 500 KW, a contract may, at the Company's 
option, be required. 

Where new Company facilities are required, the Company reserves the right to require initial contracts for periods greater than one 
year for all customers served under this tariff. 

A new initial contract period will not be required for existing customers who change their contract requirements after the original 
initial period unless new or additional facilities are required. 

(Cont'd on Sheet No. 9-8) 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-8 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-8 

CONTRACT CAPACITY. 

TARIFF L.G.S.- T.O.D. (Con!' d) 
(Large General Service- Time of Day) 

The Customer shall set forth the amount of capacity contracted for (the "contract capacity") in an amount up to 1,000 KW. 
Contracts will be made in multiples of25 KW. The Company is not required to supply capacity in excess of such contract 
capacity except with express written consent of the Company. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is also available to Customers having other sources of energy supply but who desire to purchase standby or 
back-up electric service from the Company. Where such conditions exist the customer shall contract for the maximum 
amount of demand in KW, which the Company might be required to furnish, but not less than 100 KW nor more than 
1,000 KW. The Company shall not be obligated to supply demands in excess of the contract capacity. Where service is 
supplied under the provisions of this paragraph, the billing demand each month shall be the highest determined for the 
current and previous two billings periods, and the minimum charge shall be as set forth under paragraph "Minimum 
Charge" above. 

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps 
or villages where living quarters are rented to employees and where the customer purchases power at a single point for 
both his power and camp requirements. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service 
under Tariff COGEN/SPP I or II or by special agreement with the Company. 

DATEOFISSUE: December23,2014 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCICYPOWERCOMPANY P.S.C. KY. NO. lO ORIGINAL SHEET NO. 10-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 10- 1 

AVAILABILITY OF SERVICE. 

TARIFF I.G.S. 
(Industrial General Service) 

Available for commercial and industrial customers with contract demands of at least 1,000 KW. Customers shall contract for a 
definite amount of electrical capacity in kilowatts, which shall be sufficient to meet normal maximum requirements. 

RATE. 

Secondary Prirnarv 

Tariff Code 356 358/370 
Service Chmge per month $276.00 $276.00 
Demand Charge per KW 

Of monthly on-peak billing 
demand $ 20.69 $ 17.46 

Of monthly off-peak 
billing demand $ 1.13 $ 1.10 

Energy Charge per KWH 3.398¢ 3.279¢ 

Reactive Demand Charge for each kilovar of maximum 
leading or Jagging reactive demand in excess of 

Service Voltage 
Subtransmission Transmission 

359/371 360/372 
$794.00 $ 1,353.00 

$ 10.74 $ 10.45 

$ 1.08 $ 1.07 
3.242¢ 3.204¢ 

50 percent of the KW of monthly metered demand....................................................... $0.69/ KV AR 

For the purpose of this tariff, the on-peak billing period is defined as 7:00AM to 9:00PM for all weekdays, Monday through 
Friday. The off-peak billing period is defined as 9:00PM to 7:00AM for all weekdays and all hours of Saturday and Sunday. 

MINIMUM DEMAND CHARGE. 

The minimum demand charge shall be equal to the minimum billing demand times the following minimum demand rates: 

Secondmy 
$22.06/KW 

Primary 
$18.80/KW 

Subtransmission 
$12.07/KW 

Transmission 
$11.76/KW 

The minimum billing demand shall be the greater of 60% of the contract capacity set forth on the contract fOr electric service or 
60% of the highest billing demand, on-peak or off-peak, recorded during the previous eleven months. 

MINIMUM CHARGE. 

This tariff is subject to a minimum charge equal to the Service Charge plus the Minimum Demand Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-l and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated 

N 

in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. N 

(Cont'd on Sheet No. 10-2) 
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DATE EFFECTIVE: Service Rendered On And After Januarv 22, 2015 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 10-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 10-2 

TARIFF I.G.S. 
(Industrial General Service) 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Demand-Side Management Adjustment Clause 
Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 22-
13 ofthis Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pursuant to the 
Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based on a 
percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff Schedule. The Asset 
Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual basis) authorized 
to be recovered via Tariff A. T.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by its order dated 
October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bi11s computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment Factor 
based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of this Tariff 
Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment Factor 
per kW and/or kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-l through 39-2 of this Tariff 
Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based on a 
percent of revenue in compliance with the Envirornncntal Surcharge contained in Sheet Nos. 29-lthrough 29-5 of the Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance with 
the Capacity Charge Tariff contained in Sheet No. 28-l through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kW and/or kWh calculated in 
compliance with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

(Cont'd on Sheet No. 10-3) 

DATE OF ISSUE: December 23, 2014 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 10-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 10-3 

TARIFFI.G.S. 
(Industrial General Service) 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bilis computed according to the rates set forth herein shall be increased by a KEDS charge of 
$0.15 per month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all 
customer electric bills rendered during the biiiing cycles commencing July 2015 and continue until otherwise directed by the 
Public Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Biiis computed according to the rates set forth herein shall be increased by a HEAP 
charge of 15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home 
Energy Assistance Program charge will be applied to all residential electric bills rendered during the billing cycles commencing 
July 20 I 0 and continue until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein wiii be increased or decreased by a NERC Compliance and Cybersecurity 
Rider Adjustment Factor per kW and/or kWh calculated in compliance with the NERC Compliance Cybersecurity Rider 
contained in Sheet Nos. 40-1 through 40-3 of this Tariff Schedule. 

DELAYED PAYMENT CHARGE. 

Bills under this tariff are due and payable within fifteen (15) days of the mailing date. On all accounts not paid in full by the next 
billing date, an additional charge of 5% of the unpaid portion will be made. 

METERED VOLTAGE. 

T11e rates set forth in this tariff are based upon the delivery and measurement of energy at the same voltage, thus measurement 
will be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be 
achieved through the use of loss compensating equipment, the usc of formulas to calculate losses or the application of multipliers 
to the metered quantities. In such cases, the metered KWH and KV A values will be adjusted for billing purposes. If the 
Company elects to adjust KWH and KW based on multipliers, the adjustment shall be in accordance with the following: 

(1) Measurements taken at the low-side of a Customer-owned transformer will be multiplied by 1.01. 
(2) Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98. 

MONTHLY BILLING DEMAND. 

The monthly on-peak and off-peak billing demands in KW shall be taken each month as the highest single 15-minute integrated 
peak in KW as registered by a demand meter during the on-peak and off-peak billing periods, respectively. 

The reactive demand in KV ARs shall be taken each month as the highest single 15-minutc integrated peak in KV ARs as 

N 

registered during the month by a demand meter or indicator. N 

(Cont'd on Sheet No. 10-4) 

DATE OF ISSUE: December 23,2014 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 



Exhibit JAR-8 
Page 72 of 183

KENTUCKY POWER COMPANY 

TERM OF CONTRACT. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 10-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 10-4 

TARIFF I.G.S. 
(Industrial General Service) 

Contracts under this tariff will be made for an initial period of not less than two years and shall remain in effect thereafter until 
either party shall give at lea.<;t 12 months' written notice to the other of the intention to terminate the contract. The Company 
reserves the right to require initial contracts for periods greater than two years. 

A new initial contract period will not be required for existing customers who change their contract requirements after the 
original initial period unless new or additional facilities are required. 

CONTRACT CAPACITY 

The Customer shall set forth the amount of capacity contmcted for ("the contract capacity") in an amount equal to or greater 
than 1,000 KW in multiplies of 100 KW. The Company is not required to supply capacity in excess of such contract capacity 
except with express written consent of the Company. 

SPECIAL TERMS AND CONDITIQNS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is available for resale service to mining and industrial Customers who furnish service to CustomerRowned camps or 
villages where living quarters are rented to employees and where the Customer purchases power at a single point for both the 
power and camp requirements. 

This tariff is also available to Customers having other sources of energy supply, but who desire to purchase standby or backRup 
electric service from the Company. Where such conditions exist the Customer shall contract for the maximum amount of 
demand in KW which the Company might be required to furnish, but not less than 1,000 KW. The Company shall not be 
obligated to supply demands in excess of that contracted capacity. Where service is supplied under the provisions of this 
paragraph, the billing demand each month shall be the highest determined for the cuiTcnt and previous two biJiing periods, and 
the minimum charge shall be as set forth under paragraph "Minimum Charge" above. 

A Customer's plant is considered as one or more buildings, which are served by a single electrical distribution system provided 
and operated by the Customer. When the size of the Customer's load necessitates the delivery of energy to the Customer's plant 
over more than one circuit, the Company may elect to connect its circuits to different points on the Customer's system 
irrespective of contrary provisions in Terms and Conditions of Service. 

Customer with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under 
Tariff COGEN/SPP II or by special agreement with the Company. 
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KEN'rtiCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 11-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. ll-1 

RESERVED FOR FUTURE USE T 
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KENTUCKY POWER COMPANY P.S.C. KY. NO.IO ORIGINAL SHEET NO. 11-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 11-3 

RESERVED FOR FUTURE USE T 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

I'.S.C. KY. NO. 10 ORIGINAL SHEET NO. 12-1 
CANCELLING P.S.C. KY. NO.lO SHEET NO. 12-1 

TARIFF C.S.-I.R.P. 
(Contract Service -Interruptible Power) 

Available for service to customers who contract for service under one of the Company's interruptible service options. The Company 
reserves the right to limit the total contract capacity for all customers served under this Tariff to 75,000 kW. 

Loads of new customers locating within the Company's service area or load expansions by existing customers may be offered 
interruptible service as part of an economic development incentive. Such interruptible service shall not be counted toward the 
limitation on total interruptible power contract capacity, as specified above, and will not result in a change to the limitation on total 
interruptible power contract capacity. 

CONDITIONS OF SERVICE. 

The Compony will offer eligible customers the option to receive service from a menu of interruptible power options pursuont to a 
contmct agreed to by the Company and the Customer. 

Upon receipt of a request from the Customer for inteiTuptible service, the Company will provide the Customer with a written offer 
containing the rates and related terms and conditions of service under which such service will be provided by the Company. If the 
parties reach an agreement based upon the offer provided to the Customer by the Company, such written contract will be filed with the 
Commission. The contract shall provide full disclosure of all rates, terms and conditions of service under this Tarin: and ony and all 
agreements related thereto, subject to the designation of the terms and conditions of the contract as confidential, as set f01th herein. 

The Customer shall provide reasonable evidence to the Company that the Customer's electric service can be interrupted in accordance 
with the provisions of the written agreement including, but not limited to, the specific steps to be taken and equipment to be curtailed 
upon a request for interruption. 

The Customer shall contract for capacity sufficient to meet normal maximum interruptible power requirements, but in no event will 
the interruptible amount contracted for be less than I ,000 KW at any delivery point. 

RATE. (Tariff Code 321) 

T 

Credits under this lariff of $3.68/k W/month will be provided for interruptible load that qualifies under P.JM 's rules as capacity for the N 
purpose of the Company's FRR obligation. 

Charges for the service under this tariff will be set forth in the written agreement between the Company and the Customer and will 
reflect a difference from the firm service rates otherwise available to the Customer. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KW!-1 calculated 
in complionce with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tari±I Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed occording to he rates set fotth herein will be increased or decreased by a System Sales Pactor per K WI-I calculated in 
compliance with the System Sales Clause contained in Sheet Nos. I 9-1 and 19-2 of this Tariff Schedule. 

(Cant\\ on Sheet No. 12-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 12-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 12-2 

TARIFF C.S.-I.R.P. 
(Contract Service- Interruptible Power) (Coot' d.) 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bi11s computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment 
Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 
22-l through 22-13 of this Tariff Schedule, unless the Customer is an industrial who has elected to opt-out in accordance with the T 
tcm1s pursuant to the Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based 
on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff 
Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-
day annual basis) authorized to be recovered via Tariff AT.R. in the Stipulation and Settlement Agreement, approved as modified 
by the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 
of this Tariff Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment 
Factor per leW and/or kWh calculated in compliance with the Big Sandy I Operation Rider contained in Sheet Nos. 39-1 through 39-
2 of this Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based 
on a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment 
based on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of this 
Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rate set forth herein will be increased by a Capacity Charge Factor per KWH calculated in 
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 and 28-2 of this TariffSchcdule. 

(Cont'd on Sheet No. 12-3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 12-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 12-3 

TARIFF C.S.-I.R.P. 
(Contract Service- Interruptible Power) (Cont'd.) 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kW and/or kWh calculated in 
compliance with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric 
bills rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service 
Conunission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 
15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance 
Program charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue 
until otherwise directed by the Public Service Commission. 

N 

l 

NERC COMPLIANCE AND CYBERSECURITY RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider l 
Adjustment Factor per kW and/or kWh calculated in compliance with the NERC Cybersecurity Rider contained in Sheet Nos. 40-1 
through 40-3 ofthis Tariff Schedule. 

DELAYED PAYMENT CHARGE. 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of 
5% of the unpaid balance will be made. 

TERM OF CONTRACT 

The length of the agreement and the terms and conditions of service will be stated in the agreement between the Company and the 
Customer. 

CONFIDENTIALITY 

All terms and conditions of any written contract under this Tariff shall be protected from disclosure as confidential, proprietmy trade 
secrets, if either the Customer or the Company requests a Commission determination of confidentiality pursuant to 807 KAR5:00l, 
Section 7 and the request is granted. 

(Cont'd on Sheet No. 12-4) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 12-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 12-4 

TARIFF C.S.-I.RP. 
(Contract Service- Interruptible Power) (Cont'd.) 

SPECIAL TERMS AND CONDITIONS 

Except as otherwise provided in the written agreement, this Tariff is subject to the Company's Terms and Conditions of 
Service. 

A Customer's plant is considered as one or more buildings, which are served by a single electrical distribution system provided 
and operated by the Customer. When the size of the Customer's load necessitates the delivery of energy to the Customer's 
plant over more than one circuit, the Company may elect to connect its circuits to different points on the Customer's system 
irrespective of contrary provisions in Terms and Conditions of Service. 

This tariff is also available to Customers having other sources of energy supply, but who desire to purchase standby or back-up 
electric service from the Company. Where such conditions exist, the Customer shall contract for the maximum amount of 
demand in KW, which the Company might be required to furnish, but not less than 1,000 KW. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under 
Tm·iff COGEN/SPP II or by special agreement with the Company 
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KENTUCKY POWER COMPANY P.S.C. KY. NO.lO ORIGINAL SHEET NO. 13-1 
CANCELLING P.S.C. KY. NO.lO SHEET NO. 13-1 

AVAILABILITY OF SERVICE. 

TARIFFM.W. 
(Municipal Waterworl{S) 

Available only to incorporated cities and towns and authorized water districts and to utility companies operating under the 
jurisdiction of Public Service Commission of Kentucky for the supply of electric energy to waterworks systems and sewage disposal 
systems served under this tariff on September 1, 1982, and only for continuous service at the premises occupied by the Customer on 
this date. If service hereunder is discontinued, it shall not again be available. 

Customer shall contract with the Company for a reservation in capacity in kilovolt-amperes sufficient to meet with the maximum 
load, which the Company may be required to furnish. 

RATE. (Tariff Code 540) 

Service Charge .................................................................................... $22.90 per month 
Energy Charge: 
All KWH Used Per Month...................................................................... 8.601¢ per KWH 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the sum of the service charge plus$ 8.20 per KVA as determined from 
customer's total connected load. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein wili be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein wiii be increased or decreased by an Demand-Side Management Adjustment 
Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 
22-1 through 22-13 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the 
terms pursuant to the Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based 
on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff 
Schedule. The Asset Transfer Adjustment Factor will be applied to bilis until such time as the pro rata amount (computed on a 365-
day annual basis) authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as modified 
by the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

(Cont'd on Sheet No. 13-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 13-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 13-2 

TARIFFM.W. (Cont'd) 
(Municipal Waterworks) 

BIG SANDY RETIREMENT RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment I 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of 
this Tariff Schedule. N 

BIG SANDY I OPERATION RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy I Operation Rider Adjustment 
Factor per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-I through 39-2 of this 
Tariff Schedule. N 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on 
a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of the Tariff 
Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in 
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 and 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

BilJs computed according to the rates set forth herein will be increased or decreased by a P JM Rider per kWh calculated in compliance 
with the PJM Rider contained in Sheet Nos. 24-l through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric 
bills rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service 
Commission. 

HOME ENERGY ASSISTANCE PROGRAM IHEAPl CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 
15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance 
Program charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue 
until otherwise directed by the Public Service Commission 

(Cont'd on Sheet No. 13-3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 13-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 13-3 

TARIFF M.W. (Coot' d) 
(Municipal Waterworks) 

NERC COMPLIANCE AND CYBERSECURITY RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and I 
Cybersecurity Rider Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersccurity 
Rider contained in Sheet Nos. 40-1 through 40-3 of this Tm·iff Schedule. N 

PAYMENT. 

Bills will be rendered monthly and will be due and payable on or before the due date stated on the bill. 

TERM OF CONTRACT. 

Contracts under this tariff will be made for not less than (1) one year with self-renewal provisions for successive periods of 
(1) one year each until either party shall give at least 60 days' written notice to the other of the intention to discontinue at the 
end of any yearly period. The Company will have the right to require contracts for periods of longer than (I) one year. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is not available to customers having other sources of energy supply. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 14-1 
CANCELLING P.S.C. KY. N0.10 SHEET NO.l4-1 

AVAILABILITY OF SERVICE. 

TARIFFO.L. 
(Outdoor Lighting) 

Available for outdoor lighting to individual customers in locations where municipal street lighting is not applicable. 

A. OVERl-IEAD LIGHTING SERVICE 

Tariff 
Code 

I. High Pressure Sodium 
094 
113 
097 
103 
098 

100 watts ( 9,500 Lumens)······--····------·--------·--·$ 9.65 per lamp 
!50 watts ( 16,000 Lumens)·-----------------------------·$ 10-95 per lamp 
200 watts ( 22,000 Lumens)·-----------------------------·$ 13.45 per lamp 
250 watts ( 28,000 Lumens)------------------------------·$ 8_10 per lamp 
400 watts ( 50,000 Lumens)-------------------------------$ 21.05 per lamp 

2. Mercury Vapor 
093* 175 watts ( 7,000 Lumens)·---·-------------------------·$ 10.75 per lamp 
095* 400 watts ( 20,000 Lumens)., _____________________________ $ 18.60 per lamp 

Company will provide lamp, photo-electric relay control equipment, luminaries and upsweep arm not over six feet 
in length, and will mount same on an existing pole carrying secondary circuits. 

B. POST-TOP LIGHTING SERVICE 

Tariff 
Code 

Ill 
122 
121 
120 
126 

099* 

I. 

2. 

High Pressure Sodium 
100 watts (9,500 Lumens)---·----------------------·------· 
150 watts (16,000 Lumens)·---·--·-----------------------
1 00 watts Shoe Box ( 9,500 Lmnens) .................. . 
250 watts Shoe Box ( 28,000 Lumens) .............. .. 
400 watts Shoe Box ( 50,000 Lumens) .............. .. 

Mercury Vapor 
175 watts (7,000 Lumens) ... ·-- _________ ................. .. 

$ 14.45 per lamp 
$ 23.70 per lamp 
$33.50 per lamp 
$ 50_05 per lamp 
$ 44.10 per lamp 

$ 12.30 per lamp 

*Effective June 29, 2010 and thereafter these lamps are not available for new installations 

Company will provide lamp photo-electric relay control equipment, luminaries, post, and installation including underground wiring 
for a distance of thirty feet from the Company's existing secondary circuits. 

(Cont'd on Sheet 14-2) 
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KENTUCKYPOWERCO~~ANY P.S.C. KY. NO.lO ORIGINAL SHEET NO. 14-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 14-2 

RATE. (Cont'd.) 

TARIFF O.L. (Cont'd.) 
(Outdoor Lighting) 

C. FLOOD LIGHTING SERVICE 

Tariff 
Code 

I. High Pressure Sodium 
107 200 watts (22,000 Lumens) ............................... . 
109 400 watts (50,000 Lumens) ................................ . 

2. Metal Halide 
110 250 watts (20,500 Lumens) ............................... . 
116 400 watts (36,000 Lumens) ................................ . 
131 1000 watts (110,000 Lumens) ......................... . 
130 250 watts Mongoose (19,000 Lumens) ................. . 
136 400 watts Mongoose (40,000 Lumens) ................. . 

$ 15.00 per lamp 
$ 20.80 per lamp 

$20.10 per lamp 
$ 26.60 per lamp 
$ 67.35 per lamp 
$25.30 per lamp 
$ 30.30 per lamp 

Company will provide lamp, photoelectric relay control equipment, luminaries, mounting bracket, and mount same 
on an existing pole can-ying secondary circuits. 

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

Wood pole ..................................................................... $ 3.15 per month 
Overhead wire span not over 150 feet ............................................. $ 1.75 per month 
Underground wire lateral not over 50 feet ......................................... $ 6.90 per month 

(Price includes pole riser and connections) 

(Cont'd on Sheet No. 14·3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 14-3 
CANCELLING P.S.C. KY. NO.IO Sl!EETNO. 14-3 

FUEL ADJUSTMENT CLAUSE. 

TARIFF O.L. (Cont'd.) 
(Outdoor Lighting) 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-l and 5-2 of this Tariff Schedule. The 
monthly kilowatt-hours for Fuel Adjustment Clause, System Sales Clause and the Capacity Charge computations are as follows: 

METAL HALIDE MERCURY VAPOR IDGH PRESSURE SODIUM 
250 400 1000 175 400 100 150 200 250 400 

WATTS WATTS WATTS WATTS WATTS WATTS WATTS WATTS WATTS WATTS 
JAN 127 199 477 91 199 51 74 106 130 210 
FEB 106 167 400 76 167 43 62 89 109 176 
MAR 106 167 400 76 167 43 62 89 109 176 
APR 90 142 340 65 142 36 53 76 93 150 
MAY 81 127 304 58 127 32 47 68 83 134 
JUNE 72 114 272 52 114 29 42 61 74 120 
JULY 77 121 291 55 121 31 45 65 79 128 
AUG 88 138 331 63 138 35 51 74 90 146 
SEPT 96 !52 363 69 !52 39 57 81 99 160 
OCT 113 178 427 81 178 45 66 95 116 188 
NOV 119 188 449 86 188 48 70 100 122 198 
DEC 129 203 486 92 203 52 ]2_ 108 132 214 

TOTAL 1204 1896 4540 864 1896 484 704 1012 1236 2000 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated 
in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based on 
a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff Schedule. The 
Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual basis) 
authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by 
its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of 
this Tariff Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy I Operation Rider Adjustment 
Factor per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this 
Tariff Schedule. 

(Cant" d. on Sheet No. 14-4) 
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KENTUCKY POWER COMPANY 

PURCHASE POWER ADJUSTMENT. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 14-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 14-4 

TARIFF O.L. (Cont'd.) 
(Outdoor Lighting) 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kWh calculated in compliance with 
the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 
through 40-3 of this Tariff Schedule. 

OWNERSHIP OF FACILITIES. 

All facilities necessary for service including fixtures, controls, poles, transformers, secondaries, lamps and other appurtenances shall be 
owned and maintained by the Company. All service and necessary maintenance will be performed only during the regular scheduled 
working hours of the Company. 

The Company shall be alJowed 3 working days after notification by the customer to replace all burned-out lamps. 

TERM OF INITIAL SERVICE. 

N 

I 
N 

[ 

Term of initial service shall be required for a period of one year. If early termination is requested, the customer will be biiled for the N 
remainder of the 12 month period. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

The Company shall have the option of rendering monthly or bimonthly bills. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 15· I 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 15-1 

AVAILABILITY OF SERVICE. 

TARIFFS.L. 
(Street Lighting) 

Available for lighting service for all the lighting of public streets, public highways and other public outdoor areas in municipalities, 
counties, and other governmental subdivisions where such service can be supplied from the existing general distribution systems. 

RATE. (Tariff Code 528) 

A. Overhead Service on Existing Distribution Poles 

I. High Pressure Sodium 
I 00 watts ( 9,500 lumens) ............................................ $ 
ISO watts (16,000 lumens) ........................................... $ 
200 watts (22,000 lumens) ........................................... $ 
400 watts (50,000 lumens) ........................................... $ 

B. Service on New Wood Distribution Poles 

I. High Pressure Sodium 
100 watts ( 9,500 lumens) ........................................... $ 
ISO watts (16,000 lumens) ........................................... $ 
200 walls ( 22,000 lumens) .......................................... $ 
400 watts (50,000 lumens) ........................................... $ 

C. Service on New Metal or Concrete Poles* 

I. High Pressure Sodium 
I 00 watts ( 9,500 lumens) ............................................ $ 
ISO watts ( 16,000 lumens) ........................................... $ 
200 walls (22,000 lumens) ........................................... $ 
400 walls (50,000 lumens) ........................................... $ 

8.05 per lamp 
9.25 per lamp 

11.45 per lamp 
17.80 per lamp 

11.35 per lamp 
12.60 per lamp 

14.60 per lamp 
20.45 per lamp 

20.95 per lamp 
22.00 per lamp 
28.00 per lamp 
30.45 per lamp 

*Effective June 29, 20 I 0 and thereafter these lamps are not available for new installations 

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

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-l and 5-2 of this Tariff Schedule. The 
monthly kilowatt-hours for Fuel Adjustment Clause, System Sales Clause and the Capacity Charge computations are 
as follows: 

(Cont'd on Sheet No. 15-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO.IO ORIGINAL SHEET NO. 15-2 
CANCELLING P.S.C. KY. NO.IO SHEET NO. 15-2 

FUEL ADJUSTMENT CLAUSE. (Cont'd.) 

MONTH 
JAN 
FEB 
MAR 
APR 
MAY 
JUNE 
JULY 
AUG 
SEPT 
OCT 
NOV 
DEC 

TOTAL 

SYSTEM SALES CLAUSE. 

TARIFF S.L. (Coot' d.) 
(Street Lighting) 

HIGH PRESSURE SODIUM 
100 !50 200 

WATTS WATTS WATTS 
51 74 106 
43 62 89 
43 62 89 
36 53 76 
32 47 68 
29 42 61 
31 45 65 
35 51 74 
39 57 81 
45 66 95 
48 70 100 
52 75 108 

484 704 1012 

400 
WATTS 
210 
176 
176 
!50 
134 
120 
128 
146 
160 
188 
198 
214 

2000 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff 
Schedule. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by ao Asset Transfer Adjustment 
Factor based on a percent of revenue in compliance with the Asset Traosfer Rider contained in Sheet No. 36-1 through 
36-2 of this Tariff Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount N 
(computed on a 365-day annual basis) authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, f 
approved as modified by the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. N 

BIG SANDY RETIREMENT RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment Factor ! 
based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-l through 38-2 of this 
Tariff Schedule. 

BIG SANDY I OPERATION RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment 1 
Factor per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this Tariff 
Schedule. 

(Cont'd On Sheet No. 15-3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO.IO ORIGINAL SHEET NO. 15-3 
CANCELLING P.S.C. KY. NO. 10 Sl!EET NO. 15-3 

PURCHASE POWER ADJUSTMENT. 

TARIFF S.L. (Cont'd.) 
(Street Lighting) 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-l through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kWh calculated in compliance 
with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric bills 
rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 
through 40-3 of this Tm-iffSchedule. 

SPECIAL FACILITIES. 

When a customer requests street lighting service which requires special poles or fixtures, underground street lighting, or a line extension of 
more than one span of approximately 150 feet, the customer will be required to pay, in advance, an aid-to-construction in the an10unt of the 
instalied cost of such special facilities 

PAYMENT. 

Bills are due and payable within ten (10) days of the mailing date. 

HOURS OF LIGHTING. 

Ail lamps shall bum from one-half hour after sunset until one-half hour before sunrise every night and all night, burning approximately 
4,000 hours per annum. 

TERM OF CONTRACT. 

Contracts under this tariff will ordinarily be made for an initial term of one year with self-renewal provisions for successive periods of one 
year each until either party shall give at least 60 days' notice to the other of the intention to discontinue at the end of the initial term or any 
yearly period. The Company may have the right to require contracts for periods of longer than one year if new or additional facilities m-e 
required. 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 22, 2015 

ISSUED BY: JOHN A. ROGNESS Ill~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

N 

l 
N 

N 

l 
N 

N 

l 
N 



Exhibit JAR-8 
Page 89 of 183

KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 16-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 16-1 

TARIFF C. A. T.V. 
(Cable Television Pole Attachment) 

AVAILABILITY OF SERVICE. 

Available to operators of cable television systems (Operators) furnishing cable television service in the operating area of Kentucky Power 
Company (Company) for attachments of aerial cables, wires and associated appliances (attachments) to certain distribution poles of Kentucky 
Power Company. 

As used in this Tariff, an "attachment" shall mean the physical connection of (a) a messenger strand supporting the wires, cables or stand-mounted 
associated facilities and equipment of a cable system or (b) service drops affixed to the pole and located more than one vertical foot away from the 
point at which the messenger strand is attached to the pole (but not a strand originating or mid-span service drop) or (c) service drops located on a 
dedicated service, drop or lift pole. An attachment shall consume no more than one foot (1 ') of vertical space on any distribution pole owned by 
the Company. 

Charge for attachments on a two-user pole ....................................................... $ 7.21 per-attachment per year 
Charge for attachments on a three-user pole ...................................................... $ 4.47 per attachment per year 

The above rate was calculated in accordance with the following fonnula: 

Weighted Average 
Bare Pole Cost x 

Usage 
Factor X 

Carrying 
Charge =Rate Per Pole 

A two-user pole is a pole being used, by actual occupation or reservation, by the Operator and the Company. A three-user pole is a pole being used 
by actual occupation or reservation, by the Operator, the Company, and a third party. 

DELAYED PAYMENT CHARGE. 

N 

I 
N 

T 
T 

N 

This Tariff is net if account is paid in full within 30 days of date of bill. On a11 accounts not so paid an additional charge of 5% of the unpaid T 
balance will be made. 

POLE SUBJECT TO ATTACHMENT. 

When an Operator proposes to furnish cable television service within the Company's operating area and desires to make attachments on certain 
distribution poles of Company, Operator shall make written application, on a form furnished by Company, to install attachments specifying the 
location of each pole in question, the character of its proposed attachments and the amount and location of space desired, and any other information 
necessary to calculate the transverse and vertical load placed upon the pole as a result of the proposed attachment and any other facilities attached 
to the pole. Within forty-five (45) days after receipt of the application, Company shall notify Operator whether and to what extent any special T 
conditions will be required to permit the use by Operator of each such pole. Operator shall reimburse Company for any expenses incurred in 
reviewing such written applications for attachment. Operator shall have a non-exclusive right to use such poles of Company as may be used or 
reserved for use by Operator and any other poles of Company when brought hereunder in accordance with the procedure hereinafter provided. 
Company shall have the right to grant, by contract or otherwise to others rights or privileges to use any poles of the Company and Company shall 
have the right to continue and extend any such rights or privileges heretofore granted. All poles shall be and remain the property of Company 
regardless of any payment by Operator toward their cost and Operator shall, except for the rights provided hereunder, acquire no right, title or 
interest in or to any such pole. 

(Cont'd on Sheet No. 16-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 16-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 16-2 

STANDARDS FOR INSTALLATION. 

TARIFF C.A.T.Y. (Cont"d.) 
(Cable Television Pole Attachment) 

All attachments and associated equipment of Operator (including without limitation, power supplies) shall be installed in a 
manner satisfactory to Company and so as not to interfere with the present or any future use which Company may desire to make 
of the poles covered by this Tariff. All such attachments and equipment shall be installed and at all times maintained by Operator 
so as to comply at least with the minimum requirements of the National Electrical Safety Code and any other applicable 
regulations or codes promulgated by state, local or other governmental authority having jmisdiction there over. Power supply 
apparatus having as its largest dimension more than sixteen inches must be placed on a separate pole to be installed by Operator. 
Operator shall take necessary precautions by the installation of protective equipment or other means, to protect all persons and 
property of all kinds against injuty or damage occmTing by reason of Operator's attachments. 

POLE INSTALLATION OR REPLACEMENT; REARRANGEMENTS; GUYTNG. 

In any case Operator proposes to install attachments on a pole to be erected by Company in a new location, and to provide 
adequate space or strength to accommodate such attachments (either at the request of Operator to comply with the aforesaid codes 
and regulations) such pole must, in Company's judgment, be taller and/or stronger than would be necessary to accommodate the 
facilities of Company and of other persons who have previously indicated that they desire to make attachments on such pole or 
with whom Company has an agreement providing for joint or share ownership of poles, the cost of such extra height and/or 
strength shall be paid to Company by Operator. Such cost shall be the difference between the cost in place of the new pole and 
the current cost in place of a pole considered by Company to be adequate for the facilities of Company and the attachments of 
such other persons. 

Where in Company's judgment a new pole must be erected to replace an existing pole solely to adequately provide for Operator's 
proposed attachments, Operator agrees to pay Company for the entire cost of the new pole necessaty to accommodate the existing 
facilities on the pole and Operator's proposed attachments, plus the cost of removal of the in-place pole, minus the salvage value, 
if any, ofthe removed pole. Title to the new pole shall remain with the Company. Operator shall also pay to Company and to any 
other owner of existing attachments on the pole the cost of removing each of their respective facilities or attachments from the 
existing pole and reestablishing the same or like facilities or attachments on the newly-installed pole. 

If Operator's desired attachments can be accommodated on existing poles of Company by rearranging facilities of Company 
thereon of any other person, or if because of Operator's proposed attachments it is necessary for Company to rearrange its 
facilities on any pole not owned by it, then in any such case, Operator shall reimburse Company and any such other person for the 
respective expense incurred in making such rearrangement. 

If because of the requirements of its business, Company proposed to replace an existing pole on which Operator has any 
attachment, or Company proposed to change the arrangements of its facilities on any such pole in such manner as to necessitate a 
rearrangement of Operator's attachment, or if as a result of any inspection of Operator's attachments Company determines that 
any such attachments are not in accordance with applicable codes or the provisions of this Tariff or arc otherwise hazards 
Company shall give Operator not less than 48 hours notice of such proposed replacement or change, or any such violation or 
hazard, unless an emergency requires a shorter period. In such event, Operator shaH at its expense relocate, rearrange or modify 
its attachments at the time specified by Company. If Operator fails to do so, or if any such emergency makes notice impractical, 
Company shall perform such relocation or rearrangement and Operator shall reimburse Company for the reasonable cost thereof. 

Any additional guying or anchors required by reason of the attaclunents of Operator shall be provided at the expense of Operator 
and shall meet the requirements of all applicable codes or regulations and Company's generally applicable guying standards. 

(Cont'd on Sheet No. 16-3) 
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KENTUCKY POWER COMPANY 

POLE INSPECTION. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 16-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 16-3 

TARIFF C.A.T.V. (Cont'd.) 
(Cable Television Pole Attachment) 

Company may make periodic inspections, as conditions may warrant, for the purpose of determining compliance with the provisions of 
this Tariff. Company reserves the right to inspect each new or proposed installation of Operator on Company's poles. In addition, 
Company's right to make any inspections and any inspection made pursuant to such right shall not relieve Operator of any 
responsibility, obligation or liability assumed under this Tariff. 

UNAUTHORIZED ATTACHMENTS. 

Operator shall make no attachment to or other use of any pole of Company or any facilities of Company thereon, except as authorized. 
The company reserves the right to make periodic inspections. Should such unauthorized attachment or use be made, Operator shall pay 
to the Company on demand two times the charges and fees, including but not limited to, any payable under the headings "RATES" and 
"POLE INSTALLATION OR REPLACEMENT; REARRANGEMENTS; GUYING" that would have been payable had such 
attachment been made on the date following the date of the last previous inspection required to be made by Company under applicable 
regulations of the Kentucky Public Service Commission. 

ABANDONMENT BY OPERATOR. 

Operator may at any time abandon the use of a pole hereunder by removing therefrom ail of its attachments and by giving written 
notice thereof, on a form provided by the Company, and no pole shall be considered abandoned until such notice is received. 

INDEMNITY. 

Operator hereby agrees to indemnifY, hold hatmless, and defend Company from and against any and all loss, damage, cost or expense 
which Company may suffer or for which Company may be held liable because of interruption of Operator's service to its subscribers or 
because of interference with television reception of said subscribers or others, or by reason of bodily injury, including death, to any 
person, or damage to or destruction of any property, including loss of usc thereof, arising out of or in any matmer connected with the 
attachment, operation, and maintenance of the facilities of Operator on the poles of Company under this Tariff, when due to any act, 
omission or negligence of Operator, or to any such act, omission or negligence of Operator's respective representatives, employees, 
agents or contractors. 

INSURANCE. 

Operator agrees to obtain and maintain at all times policies of insurance as follows: 

(a) Comprehensive bodily injury liability insurance in an amount not less than $1,000,000 for any one occurrence 
(b) Comprehensive property damage liability insurance in an amount not less than $500,000 for any one occurrence. 
(c) Contractual liability insurance in an amount not less than the foregoing minimums to cover the liability assumed by the Operator 

under the agreement or indemnity set forth above. 

N 

Prior to making attachments at Company's poles, Operator shall furnish to Company two copies of a certificate, from an insurance 
carrier licensed to do business in Kentucky, stating that policies of insurance have been issued by it to Operator providing for the 
insurance listed above and that such policies are in force. Such certificate shall state that the insurance carrier will give Company thirty T 
(30) days' prior written notice of any cancellation of or material change in such policies. 

(Cont'd on Sheet 16-4) 
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KENTUCKY POWER COMPANY 

EASEMENTS. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 16-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 16-4 

TARIFF C.A.T.V. (Cont'd.) 
(Cable Television Pole Attachment) 

Operator shall secure any right, license or permit from any governmental body, authority or other person or persons which 
may be required for the construction or maintenance of attachments of Operator. Company does not convey nor guarantee 
any easements, rights-of-way or franchises for the construction and maintenance of said attachments. Operator hereby agrees 
to indemnify and save harmless Company from any and all claims, including the expenses incuned by Company to defend 
itself against such claims, resulting from or arising out of the failure of Operator to secure such right, license, permit or 
casement for the construction or maintenance of said attachments on Company's poles. 

CHARGES AND FEES. 

Operator agrees to pay Company an annual charge per attachments set forth on Tariff Sheet No. 16-1 in advance, and such 
other charges as may be provided for herein, for the use of each of Company's poles, any portion of which is occupied by, or 
reserved at Operator's request for the attachments of Operator. 

Operator agrees to reimburse Company for all reasonable non-recurring expenses caused by or attributable to Operator's 
initial attachments including without limitation the amounts set forth herein before and the expenses of Company in 
examining poles used but not owned by Company to which Operator proposes to make attachments. 

FEES FOR ADDITIONAL ATTACHMENTS OR REMOVALS. 

For attachments made or removed which are reported to the Company between billing dates, Operator shall be billed or 
credited a prorated amount of the annual charge effective with the date of attachment or removal on the Operator's next bill. 

ADVANCE BILLING 

Payment of amounts due hereunder is due on the dates or at the times indicated with respect to each such payment. In the 

N 

event the time for any payment is not specified, such payment shall be due thirty (30) days from the date of the invoice T 
therefore. In all amounts not so paid an addition charge of five percent (5%) will be assessed. Where the provisions of the 
Tariff require any payment by Operator to the Company other than for attachment charges, Company may, at its option, 
require that the estimated amount thereof be paid in advance of permission to use any pole or the performance by company of 
any work. In such a case, Company shall invoice any deficiency or refund any excess to Operator after the current amount of 
such payment has been determined. 

DEFAULT OR NON-COMPLIANCE. 

If Operator fails to comply with any of the provisions of this Tariff or defaults in the performance of any of its obligations 
under this Tariff and fails within thirty (30) days, after written notice from Company to correct such default or non-
compliance, Company may, in addition to all other remedies under this tariff forthwith take any one or more of the following N 
actions: tem1inate the specific pem1it or permits covering the poles to which such default or non-compliance is applicable; 
remove, relocate or rearrange attachments of Operator to which such default or non-compliance relates, all at Operator's 
expense; decline to permit additional attachments hereunder until such default is cured; or in the event of any failure to pay 
any of the charges, fees or amounts provided in this Tariff or any other substantial default, or of repeated defaults terminate 
Operator's right of attachment. No liability shall be incurred by Company because of any or all such actions except fur 
negligent destruction by the Company of CATV equipment in any relocation or removal of such equipment. The remedies 
provided herein are cumulative and in addition to any other remedies available to Company. 

(Cont'd on Sheet No. 16-5) 
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KENTUCKY POWER COMPANY 

PRIOR AGREEMENTS. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 16-5 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 16-5 

TARIFF C. A. T.V. (Cont'd) 
(Cable Television Pole Attachment) 

This Tariff terminates and supersedes any previous agreement, license or joint use affecting Company's poles and Operator's 
attachments covered herein. 

ASSIGNMENT. 

This Tariff shaiJ be binding upon and inure to the benefits of the parties hereto, their respective successors and/or assigns, but 
Operator shall not assign, transfer or sublet any of the rights hereby granted without the prior written consent of the 
Company, which shall not be umeasonably withheld, and any such purported assignment, transfer or subletting without such 
consent shall be void. 

PERFORMANCE WAIVER. 

Neither party shall be considered in default in the performance of its obligations herein, or any of them, to the extent that 
performance is delayed or prevented due to causes beyond the control of said party, including but not limited to, Acts of God 
or the public enemy, war, revolution, civil commotion, blockade or embargo, acts of government, any law, order, 
proclamation, regulation, ordinance, demand, or requirement of any government, fires, explosions, cyclones, floods, 
unavoidable casualties, quarantine, restrictions, strikes, labor disputes, lock-outs, and other causes beyond the reasonable 
control of either of the parties. 

PRESERVATION OF REMEDIES. 

No delay or omission in the exercise of any power or remedy herein provided or otherwise available to the Company shall 
impair or affect its right thereafier to exercise the same. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 17-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 17-1 

TARIFF COGEN/SPP I 
(Cogeneration and/or Small Power Production--100 KW or Less) 

AVAILABILITY OF SERVICE. 

This tariff is available to customers with cogeneration and/or small power production (COGEN/SPP) facilities which qualify 
under Section 210 of the Public Utility Regulatory Policies Act of 1978, and which have a total design capacity of 100 KW or 
less. Such facilities shall be designed to operate properly in parallel with the Company's system without adversely affecting 
the operation of equipment and services of the Company and its customers, and without presenting safety hazards to the 
Company and customer personnel. 

The customer has the following options under this tariff, which will affect the determination of energy and capacity and the 
monthly metering charges: 

Option 1- The customer does not sell any energy or capacity to the Company, and purchases from the Company its net 
load requirements, as determined by appropriate meters located at one delivery point. 

Option 2- The customer sells to the Company the energy and average on-peak capacity produced by the customer's 
qualifying COGEN/SPP facilities in excess of the customer's total load, and purchases from the Company its 
net load requirements, as determined by appropriate meters located at one delivery point. 

Option 3- The customer sells to the Company the total energy and average on-peak capacity produced by the customer's 
qualifying COGEN/SPP facilities, while simultaneously purchasing from the Company its total load 
requirements, as determined by appropriate meters located at one delivery point. 

MONTHLY CHARGES FOR DELIVERY FROM THE COMPANY TO THE CUSTOMER. 

Such charges for energy, and demand where applicable, to serve the customer's net or total load shall be determined according 
to the tariff appropriate fOr the customer, except that Option 1 and Option 2 customers with cogeneration and/or small power 
production facilities having a total design capacity of more than l 0 KW shall be served under demand-metered tariffs, and 
except that the monthly billing demand under such tariffs shall be the highest determined for the current and previous two 
billing periods. The above three-month billing demand provision shall not apply under Option 3. 

ADDITIONAL CHARGES. 

There shall be additional charges to cover the cost of special metering, safety equipment and other local facilities installed by 
the Company due to COGEN/SPP facilities, as follows: 

Monthly Metering Charge 

The additional monthly charge for special metering facilities shall be as follows: 

Option 1- Not Applicable. 
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KENTUCKY PO,:VER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 17-2 
CANCET.T.TNG P.S.C. KY. NO.lO SHEET NO. 17-2 

TARIFF COGEN/SPP I (Con!' d.) 
(Cogeneration and/or Small Power Production--tOO KW or Less) 

ADDITIONAL CHARGES. (Con!' d.) 

.Monthly .Metering Charge (Cont'd.) 

Options 2 & 3 - Where meters arc used to measure the excess or total energy and average on-peak capacity purchased 
by the Company: 

Standard Measurement 
T.O.D. Measurement 

Single Phase 

$8.50 
$9.05 

Polynhasc 

$ II. I 0 
$ 11.40 

Under Option 3, when metering voltage for COGEN/SPP facilities is the same as the Company's delivery voltage, the customer shall, 
at his option, either route the COGEN/SPP totalized output leads through the metering point, or make available at the metering point 
rur the use of the Company and, as specified by the Company, metering current leads which will enable the Company to measure 
adequately the total electrical energy and average capacity produced by the quali(ying COGEN/SPP facilities, as well as to measure 
the electrical energy consumption and capacity requirements of the customer's total load. When metering voltage for COGEN/SPP 
facilities is different from the Company's delivery voltage, metering requirements and charges shall be determined specifically for 
each usc. 

Local Facilities Charge 

Additional charges to cover "interconnection costs" incurred by the Company shall be determined by the Company for 
each case and collected !l·om the customer. For Options 2 and 3, the cost of metering facilities shall be covered by the Monthly 
Metering Charge and shall not be included in the Local Facilities Charge. The customer shall make a one-lime payment for the Local 
Facilities Charge at the time of installation of the required additional facilities, or, at his option, up to 12 consecutive equal monthly 
payments reflecting an annual interest charge as determined by the Company, but not to exceed the cost of the Company's most 
recent issue of long-term debt. If the customer elects the installment payment option, the Company may require a reasonable security 
deposit. 

MONTHLY CREDITS OR PAYMENTS FOR ENERGY AND CAPACITY DELIVERIES. 

li:nergy Credit 

The I!Jllowing credits or payments from the Company to the customer shall apply for the electrical energy delivered to the Company: 

Standard Meter- All KWH ............................................................... . 
T.O.D. Meter 

On-Peak KWH ............................................. . 
Off-Peak KWH ......................................... . 

Capacity Credit 

3.79¢ I<WH 

4.64¢ KWII 
3.18¢ KWH 

If the customer contracts to deliver or produce a specified excess or total average capacity during the monthly billing period 
(monthly contract capacity), or a specified excess or total average capacity during the on-peak monthly billing period (on-peak 
contract capacity), then the following capacity credits or payment il·om the Company to the customer shall apply: 
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KENTUCKY POWER COMPANY P.S.C. KY. N0.10 ORIGiNAL SHEET NO. 17-3 
CANCELLiNG P.S.C. KY. NO. 10 SHEET NO. 17-3 

TARIFF COGENISPP I (Cont'd.) 
(Cogeneration and/or Small Power Production--tOO KW or Less) 

MONTHLY CREDITS OR PAYMENTS FOR ENERGY AND CAPACITY DELIVERIES. (Cont'd.) 

A. 

B. 

Capacity Credit (Cont'd.) 

If standard energy meters are used, 

$ 3.70 KW/month, times the lowest of: 

(1) monthly contract capacity, or 

(2) current month metered average capacity, i.e., KWH delivered to the Company or produced by COGEN/SPP 
facilities divided by 730, or 

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

IfT.O.D. energy meters are used, 

$8.87 KW/rnonth, times the lowest of: 

(1) on-peak contract capacity, or 

(2) current month on-peak metered average capacity, i.e., on-peak KWH delivered to the 
Company or produced by COGENISPP facilities divided by 305 or 

(3) lowest on-peak average capacity metered during the previous two months, if less than on-peak 
contract capacity. 

The above energy and capacity credit rates are subject to revisions fi"om time to time as approved by the Commission. 

ON-PEAK AND OFF-PEAK PERIODS. 

The on-peak period shall be defined as starting at 7:00A.M. and ending at 9:00P.M., local time, Monday through Friday. 

The off-peak period shall be defined as starting at 9:00P.M. and ending at 7:00A.M. local time, Monday through Friday, and 
all hours of Saturday and Sunday. 

CHARGES FOR CANCELLATION OR NON PERFORMANCE CONTRACT. 

If the customer should, for a period in excess of six months, discontinue or substantially reduce for any reason the operation 
of cogeneration and/or small power production facilities which were the basis for the monthly contract capacity or the on
peak contract capacity, the customer shall be liable to the Company for an amount equal to the total difference between the 
actual payments for capacity paid to the customer and the payments for capacity that would have been paid to the customer 
pursuant to this Tariff COGEN/SPP I or any successor tariff. The Company shall be entitled to interest on such amount at 
the rate of the Company's most recent issue of long-term debt at the effective date of the contract. 

TERM OF CONTRACT. 

Contracts under this tariff shall be made for a period not less than one year. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 18-1 
CANCELLING P.S.C. KY. NO.IO SHEET NO. 18-1 

TARIFF COGEN/SPP II 
(Cogeneration and/or Small Power Production--Over 100 KW) 

AVAILABILITY OF SERVICE. 

This tariff is available to customers with cogeneration and/or small power production (COGEN/SPP) facilities which qualify under 
Section 210 of the Public Utility Regulatory Policies Act of 1978, and which have a total design capacity of over 100 KW but less than 
20,000 KW. Such facilities shall be designed to operate properly in parallel with the Company's system without adversely affecting the 
operation of equipment and services of the Company and its customers, and without presenting safety hazards to the Company and 
customer personnel. 

The customer has the following options under this tariff, which will affect the determination of energy and capacity and the monthly 
metering charges: 

Option 1 -

Option 2-

Option 3-

The customer does not sell any energy or capacity to the Company, and purchases from the 
Company its net load requirements, as detennincd by appropriate meters located at one delivery 
point. 

The customer sells to the Company the energy and average on-peak capacity produced by the 
customer's qualifying COGEN/SPP facilities in excess of the customer's total load, and purchases 
from the Company its net load requirements, as determined by appropriate meters located at one 
delivery point. 

The customer sells to the Company the total energy and average on-peak capacity produced by the 
customer's qualifying COGEN/SPP facilities, while simultaneously purchasing from the Company 
its total load requirements, as determined by appropriate meters located at one delivery point. 

MONTHLY CHARGES FOR DELIVERY FROM THE COMPANY TO THE CUSTOMER. 

Such charges for energy, and demand where applicable, to serve the customer's net or total load shall be detetmined according to the 
tariff appropriate for the customer, except that Option 1 and Option 2 customers shall be served under demand-metered tariffs, and 
except that the monthly billing demand under such tariffs shall be the highest determined for the current and previous two billing 
periods. The above three-month billing demand provision shall not apply under Option 3. 

ADDITIONAL CHARGES. 

There shall be additional charges to cover the cost of special metering, safety equipment and other local facilities installed by the 
Company due to COGEN/SPP facilities, as follows: 

Monthly Metering Charge 

The additional monthly charge for special metering facilities shall be as follows: 

Option 1- Not Applicable. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 18-2 
CANCELLING P.S.C. KY. NO.lO SHEET NO. 18-2 

TARIFF COGEN/SPP II (Cont'd.) 
(Cogeneration and/or Small Power Production--Over 100 KW) 

ADDITIONAL CHARGES. (Cont'd.) 

Monthly Metering Charge (Cont'd) 

Options 2 & 3- Where meters are used to measure the excess or total energy and average on 
peak capacity purchased by the Company: 

Single Phase Polyphase 

Standard Measurement 
T.O.D. Measurement 

$ 8.50 
$ 9.05 

$ 11.10 
$ 11.40 

Under Option 3, when metering voltage for COGEN/SPP facilities is the same as the Company's delive1y voltage, the 
customer shall, at his option, either route the COGEN/SPP totalized output leads through the metering point, or make 
available at the metering point for the usc of the Company and, as specified by the Company, metering cunent leads which 
will enable the Company to measure adequately the total electrical energy and average capacity produced by the qualifying 
COGEN/SPP facilities, as well as to measure the electrical energy consumption and capacity requirements of the customer's 
total load. When metering voltage for COGEN/SPP facilities is different from the Company's delivery voltage, metering 
requirements and charges shall be detemllned specifically for each case. 

Local Facilities Charge 

Additional charges to cover "interconnection costs" incurred by the Company shall be determined by the Company for each 
case and collected from the customer. For Options 2 and 3, the cost of metering facilities shall be covered by the Monthly 
Metering Charge and shall not be included in the Local Facilities Charge. The customer shall make a one-time payment for 
the Local Facilities Charge at the time of installation of the required additional facilities, or, at his option, up to 12 
consecutive equal monthly payments reflecting an annual interest charge as determined by the Company, but not to exceed 
the cost of the Company's most recent issue of long-term debt. If the customer elects the installment payment option, the 
Company may require a reasonable security deposit. 

MONTHLY CREDITS OR PAYMENTS FOR ENERGY AND CAPACITY DELIVERIES. 

Energy Credit 

The following credits or payments from the Company to the customer shall apply for the electrical energy 
delivered to the Company: 

Standard Meter- All KWH ............................................................................ .. 

T.O.D. Meter 
On-Peak KWH ................................................................................. .. 
Off-Peak KWH ................................................................................. .. 
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KENTUCKY POWER COMPANY P.S.C. KY. N0.10 ORIGINAL SHEET NO. 18-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 18-3 

TARIFF COGEN/SPP II (Cont'd.) 
(Cogeneration and/or Small Power Production--Over 100 KW) 

MONTHLY CREDITS OR PAYMENTS FOR ENERGY AND CAPACITY DELIVERIES. (Con!' d.) 

Capacity Credit 

If the customer contracts to deliver or produce a specified excess or total average capacity during the monthly billing period (monthly contract 
capacity), or a specified excess or total average capacity during the on-peak monthly billing period (on-peak contract capacity), then the 
following capacity credits or payment from the Company to the customer shall apply: 

A. 

If standard energy meters are used, 

$3.70/KW/ month, times the lowest of: 

(1) monthly contract capacity, or 

(2) current month metered average capacity, i.e., KWH delivered to the Company or produced by COGEN/SPP facilities divided 
by 730,or 

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

IfT.O.D. energy meters are used, 

B. $8.87/KW/month, times the lowest of: 

(1) on-peak contract capacity, or 

(2) current month on-peak metered average capacity, i.e., on-peak KWH delivered to the 
Company or produced by COGENISPP facilities divided by 305, or 

(3) lowest on-peak average capacity metered during the previous two months, if less than on-peak contract 
capacity. 

The above energy and capacity credit rates are subject to revisions from time to time as approved by the Commission. 

ON-PEAK AND OFF-PEAK PERIODS. 

The on-peak period shall be defined as stmting at 7:00AM. and ending at 9:00P.M, local time, Monday through Friday. 

The off-peak period shall be defined as starting at 9:00P.M. and ending at 7:00A.M., local time, Monday through Friday, and all hours of Saturday 
and Sunday. 

CHARGES FOR CANCELLATION OR NON PERFORMANCE CONTRACT. 

If the customer should, for a period in excess of six months, discontinue or substantially reduce for any reason the operation of cogeneration and! or 
small power production facilities which were the basis for the monthly contract capacity or the on-peak contract capacity, the customer shall be 
liable to the Company for an amount equal to the total difference between the actual payments for capacity paid to the customer and the payments 
for capacity that would have been paid to the customer pursuant to this Tariff COGEN/SPP II or any successor tariff. The Company shall be 
entitled to interest on such amount at the rate of the Company's most recent issue oflong-term debt at the effective date of the contract. 

TERM OF CONTRACT. 

Contracts under this tariff shall be made for a neriod not less than one vear. 
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KENTUCKY POWER COMPANY 

APPLICABLE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO.l9-1 
CANCELING P.S.C. KY. NO.lO SHEET N0.19-1 

TARIFFS. S.C. 
(System Sales Clause) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D.2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., T 
L.G.S., L.G.S.-T.O.D., ,I.G.S., C.S.-l.R.P., M.W., O.L. and S.L. T 

1. When the monthly net revenues from system sales are above or below the monthly base net revenues from system 
sales, as provided in paragraph 2 below, an additional credit or charge equal to the product of the KWHs and a 
system sales adjustment factor (A) shall be made, where "A", calculated to the nearest 0.0001 mill per kilowatt
hour, is defined as set forth below. 

System Sales Adjustment Factor (A)~ (.6 [Trn- Tb])/Sm 

In the above formulas "T" is Kentucky Power Company's (KPCo) monthly net revenues from system sales in the 
current (m) and base (b) periods, and "S" is the KWH sales in the current (m) period, all defined below. 

2. The net revenue from KPCo's sales to non-associated companies as repmted in the FERC Energy Regulatory 
Commission's Uniform System of Accounts under Account 447, Sales for Resale, shall consist of and be derived 
as follows: 

a. KPCo's total revenues from system sales as recorded in Account 447, 
less b. and c. below. 

b. l<PCo's total out-of-pocket costs incurred in supplying the power m1d energy for the sales in a. above. 

The out-of-pocket costs include all operating, maintenance, tax, transmission losses and other expenses 
that would not have been incmTed if the power and energy had not been supplied for such sales, 
including demand and energy charges for power and energy supplied by Third Pmties. 

c. I<PCo's environmental costs allocated to non-associated utilities in the Company's Environmental 
Surcharge Report. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 19-2 
CANCELLING P.S.C. KY. N0.10 SHEET NO. 19-2 

TARIFFS. S.C. (Con!' d.) 
(System Sales Clause) 

3. The base monthly net revenues n·om system sales are as fol_lows: 

Billing 
Month 

January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

System Sales 
(Total Company Basis) 

$ 1,560,360 
I,335,811 

I,296,845 
I,I52,503 
I,I 70,480 
I, I06,499 
I,322,384 
I,03 I,3 I 9 
I,038,8I6 
I,088,I25 
I,I23,099 
I 073 722 

$ I 4 .2'12.264 

4. Sales (S) shall be equated to the sum of (a) generation (including energy produced by generating plant during the 
construction period), (b) purchase, and (c) interchange-in, less (d) energy associated with pumped storage operations, 
less (c) inter-system sales and less (f) total system losses. 

5. The system sales adjustment factor shall be based upon estimated monthly revenues and costs for system sales, 
subject to subsequent adjustment upon final determination of actual revenues and costs. 

6. The monthly System Sales Clause shall be filed with the Commission ten ( 1 0) days before it is scheduled to go into 
effect, along with all the necessary supporting data to justify the amount of the adjustments, which shall include data, 
and information as may be required by the Commission. 

7. Copies of all documents required to be filed with the Commission under this regulation shall be open and made 
available for public inspection at the office of the Public Service Commission pursuant to the provisions of KRS 
61.870 to 61.884. 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 20- 1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 20-1 

TARIFFF.T. 
(Franchise Tariff) 

Where a city or town within Kentucky Power's service territory requires the Company to pay a percentage of revenues from 
certain customer classifications collected within such city or town of the right to erect the Company's poles, conductors, or 
other apparatus along, over, under, or across such city's or town's streets, alleys, or public grounds, the Company shall 
increase the rates and charges to such customer classifications within such city or town by a like percentage. The aforesaid 
charge shall be separately stated and identified on each affected customer's bill. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 21- I 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 21-1 

A V AlLABILITY OF SERVICE. 

TARIFF T.S. 
(Temporary Service) 

Where capacity is available, Company will install service for temporary lighting and power service. Residential customers 
will be supplied with 100 amp service. All other customer classes will be supplied at voltage levels applicable to the class of 
business. 

RATE. (Tariff Code 019) 

Temporary service will be supplied under any published tariff applicable to the class of business of the Customer, when the 
Company has available unsold capacity oflines, transforming and generating equipment, with an additional charge of the 
total cost of connection and disconnection. 

MINIMUM CHARGE. 

The same minimum charge as provided for in any applicable tariff shall be applicable to such temporary service and for not 
less than one full monthly minimum. 

Variable. Initial period of 180 days. The Company may extend for an additional 90 day period. 

SPECIAL TERMS AND CONDITIONS. 

A deposit equal to the full estimated amount of the bill and/or construction costs under this tariff may be required. 

This tariff is not available to customers permanently located, whose energy requirements are of a seasonal nature. 

See Terms and Conditions of Service. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 22-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 22-1 

TARIFFD.S.M.C. 
(Demand-Side Management Adjustment Clause) 

APPLICABLE. 

To Tariffs R.S., R.S.-L.M.-T.O.D .• R.S.-T.O.D., Experimental R.S.-T.O.D. 2, S.O.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., L.G.S., T 
L.G.S.-T.O.D., ,lG.S., C.S.-l.R.P., and M.W. 

1. The Demand-Side Management (DSM) clause shall provide for periodic adjustment per KWH of sales equal to the 
DSM costs per KWH by customer sector according to the fo11owing formula: 

Adjustment Factor = 

DSM(c) 
S(c) 

Where DSM is the cost by customer sector of demand-side management programs, net lost revenues, incentives, 
and any over/under recovery balances; (c) is customer sector; and Sis the adjusted KWH sales by customer 
sector. 

2. Demand-Side Management (DSM) costs shall be the most recent forecasted cost plus any over/under recovery 
balances recorded at the end of the previous period. 

a. Program costs are any costs the Company incurred associated with demand-side management which were approved by 
the Kentucky Power Company DSM Coilaborative. Examples of costs to be included are contract services, allowances, 
promotion, expenses, evaluation, lease expense, etc. by customer sector. 

b. Net lost revenues are the calculated net lost revenues by customer sector resulting from the implementation of the DSM 
programs. 

c. Incentives are a shared-savings incentive plan consisting of one of the following elements: The efficiency incentive, which 
is defined as 15 percent of the estimated net savings associated with the programs. Estimated net savings are calculated 
based on the California Standard Practice Manual's definition of the Total Resources Cost (1RC) test, or the maximizing 
incentive which is defined as 5 percent of actual progran1 expenditures if program savings cannot be measured. 

d. Over/ Under recovery balances are the total ofthe differences between the following: 

(i) the actual program costs incurred versus the program costs recovered through DSM adjustment clause, and 

(ii) the calculated net lost revenues realized versus the net lost revenues recovered through the DSM adjustment 
clause, and 

(iii) the calculated incentive to be recovered versus the incentive recovered through the DSM adjuslment clause. 

3. Sales (S) shall be the total ultimate KWH sales by customer sector less non~metered, opt-out and lost revenue 
impact KWHs by customer sector. 

4. The provisions of the Demand-Side Management Adjustment Clause will be effective for the period ending December 31, 2011. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 22-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 22-2 

TARIFF D.S.M.C. 
(DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE) (Coot' d.) 

RATE. (Cont'd.) 

5. The DSM adjustment shall be filed with the Commission ten (10) days before it is scheduled to go into effect, 
along with all the necessary supporting data to justify the amount of the adjustments, which shall include data, and 
infmmation as may be required by the Commission. 

6. Copies of ali documents required to be filed with the Commission under this regulation shall be open and made 
available for public inspection at the office ofthe Public Service Commission pursuant to the provisions ofKRS 
61.870 to 61.884. 

7. The resulting range for each customer sector per KWH during the three-year Experimental Demand-Side 
Management Plan is as follows: 

floor Factor 
Ceiling Factor 

RESIDENTIAL 
($Per KWH) 

0.000614 
0.002279 

CUSTOMER SECTOR 

COMMERCIAL 
($Per KWH) 

0.000326 
0.001645 

INDUSTRIAL* 

-0-
-0-

8. The DSM Adjustment Clause factor($ Per KWH) for each customer sector which fall within the range defined in 
Item 7 above is as follows: 

DSM(c) 
S (c) 

RESIDENTIAL 

!,68!,109 
1,16!,789,200 

Adjustment Factor $0.001447 

CUSTOMER SECTOR 

COMMERCIAL 

65!,981 
661,238,700 

$0.000986 

INDUSTRIAL* 

- 0-
-0-

-0-

*The Industrial Sector has been discontinued pursuant to the Commission's Order dated September 28, 1999. 

PROGRAM DESCRIPTIONS. 

The D.S.M.C. program availability, program, rate, and equipment descriptions follow: 
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PROGRAM: TEE- Targeted Energy Efficiency 

AVAILABILITY OF SERVICE 

Available on a voluntary basis to individual residential customers receiving retail electric service from the Company, who 
have primary electric heat and use an average of 700 kWh per month. Residential customers without primary electric 
heating may also be eligible for limited efficiency measures if they have electric water heating and use an average of 700 
kWh fi·om November through March. To qualify, the household's income cannot exceed the designated poverty 
guidelines as administered by your community action agency. The household must also qualify according to the 
guidelines for the Weatherization Assistance Programs administered by the communication community action agencies. 

PROGRAM DESCRIPTION 

The Kentucky Power Targeted Energy Efficiency Program (TEE) provides weatherization and energy efficiency services 
to qualifying residential customers who need help reducing their energy bills. The Company provides funding for this 
program through the Kentucky Community Action network of not-for-profit community action agencies. The program 
funding and service is supplemental to the Weatherization Assistance Programs offered by your community action agency. 
This program provides energy saving improvements to your existing home. Program services can include these items, as 
applicable and per program guidelines: 

• Energy audit 
• Air infiltration diagnostic test to find air leaks 
• Air leakage sealing 
• Attic, floor, side-wall insulation 
• Duct sealing and insulation 
• High efficiency compact fluorescent light bulbs (CFLs) 
• Domestic hot water heating insulation (electric) 
• Customer education on home energy efficiency 
• Partial funding High efficiency heat pump (restrictions apply) 

No rate applies for this program. 

EQUIPMENT 

The Kentucky Community Action network of not-for-profit community action agencies will furnish and install, in the 
customer's presence, the equipment as provided by this program. 
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PROGRAM: M EF- Modified Energy Fitness 

AVAILABILITY OF SERVICE 

Available on a voluntary basis to individual residential customers living in a single-family residence, who receive retail 
all-electric service from the Company and use an average of 1,000 kWh per month over the last twelve months. 
Customers living in site built homes and mobile homes are eligible. 

PROGRAM DESCRIPTION 

The Kentucky Power Modified Energy Fitness Program (MEF) provides weatherization and energy efficiency services to 
quali:tying residential customers who need help reducing their energy bills. This program provides energy saving 
improvements to a customer's existing home. Program services may include these items, as applicable and per program 
guidelines: 

• Complete energy audit with customized report 
• Air infiltration diagnostic test to find air leaks 
• Energy savings booklet 
• Energy conservation measures installed (per program guidelines) 

No rate applies for this program. 

EQUIPMENT 

The Company, or its authorized agents, will furnish and install, in the customer's presence, the energy conservation 
measures as provided by this program. 
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PROGRAM: EEFS Energy Education for Students 

AVAILABILITY OF SERVICE 

All schools within Kentucky Power's service territory are eligible to participate. The program targets 71
h grade students. 

PROGRAM DESCRIPTION 

The Kentucky Power Student Energy Education Program (EEFS) targets 7"' grade students at participating schools 
within the Kentucky Power Company service ten-itory. The program introduces them to various aspects of responsible 
energy use and conservation. With this program, students use math and science skills to learn how energy is produced 
and used, and methods to conserve energy that can easily be applied in their own homes. 

The Company partners with the National Energy Education Development Project (NEED) to implement thls program. 
NEED is an established and respected energy education organization that has been presenting programs for teachers and 
students in Eastern Kentucky for many years. The program, provided at no cost to participating school systems, 
includes: 

• Professional development for teachers where they will receive classroom curriculum and educational 
materials on energy, electricity, economics and the environment 

• Each Student receives compact fluorescent lights (CFLs) to help students apply their classroom learning at 
home 

• An opportunity for participating students and their families to make the ENERGY STAR® Pledge 

No rate applies for thls program. 

EQUIPMENT 

The CFLs furnished by the Company are delivered to the schools for delivery to students. The CFLs will not be 
installed by the Company, or its authorized agents. 
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PROGRAM: COCFL- Community Outreach CFL 

AVAILABILITY OF SERVICE 

All residential retail customers of Kentucky Power are eligible for the program. 

PROGRAM DESCRIPTION 

Through the CFL Outreach Program, Kentucky Power distributes compact fluorescent lights (CFLs) to customers at 
company-sponsored community events. The program aims to educate and encourage customers to save money by using 
energy efficient lighting. The company sponsors community distribution events throughout the year where a package of 
CFLs is distributed to each qualifying residential customer. Customer energy education is also provided at these events. 

No rate applies for this program. 

EQUIPMENT 

The CFLs furnished by the Company are delivered to the community events and provided to customers having an active 
electric account. The CFLs will not be installed hy the Company, or its authorized agents. 
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PROGRAM: REP- Residential Efficient Products 

AVAILABILITY OF SERVICE 

All Kentucky Power residential customers are eligible to participate. 

PROGRAM DESCRIPTION 

The Kentucky Power Residential Efficient Products Program (REP) offers residential customers instant 
rebates on ENERGY STAR lighting products at participating retail stores across our service territory. The 
program targets the purchase of lighting products through in-store promotion as well as special sales events. 
Customer incentives facilitate the increased purchase of high efficiency products while in-store signage, sales 
associate training and supp01i makes provider participation easier. 

A convenient online store where customers can shop for energy efficient lighting and get immediate 
discounts is also available, including specialty and hard-to-find CFLs. LED holiday lights, LED nightlights, 
and ENERGY STAR® ceiling fans. 

RATE 

Vendor controlled and adjusted in-store rebates can range from $1.00 per single pack up to $3.00 per multi 
pack, for up to a12-bulb linlit per purchase aTe available while funds last. 

EQUIPMENT 

No equipment required to participate in this program will be furnished or installed by the Company, or its 
authorized agents. It is the customer's responsibility to purchase and install the required equipment. 
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PROGRAM: HEHP- High Efficiency Heat Pump 

AVAILABILITY OF SERVICE 

Available on a voluntary basis to individual residential customers who live in site built homes with a central electric 
resistance heating system or an existing less efficient heat pump system and have received retail electric service from the 
Company for the past twelve months at that residence. 

PROGRAM DESCRIPTION 

The Kentucky Power High Efficiency Heat Pwnp (HEHP) offers an incentive to residential customers who upgrade their 
central electric resistance heating system or existing less efficient heat pump system to a new, high efficiency heat pump unit. 
To qualifY, the new heat pump unit must have a minimum rating of 13 SEER (Seasonal Energy Efficiency Ratio) and 7.7 
HSPF (Heating Seasonal Performance Factor) for resistance heat upgrade, or 14 SEER and 8.2 HSPF for upgrading from a 
less efficient existing heat pump to a high efficiency heat pump unit. 

A $400 incentive is offered to residential customers that qualifY. 

EQUIPMENT 

No equipment required to participate in this program will be furnished or installed by the Company, or its authorized agents. 
It is the customer's responsibility to purchase and install the required equipment by an approved HV AC dealer pmticipating 
in the program. 
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PROGRAM: MilliP- Mobile Home High Efficiency Heat Pump 

A Y AILABILITY OF SERVICE 

Available on a voluntary basis to individual residential customers who live in a mobile home with a central electric resistance heating 
system and have received retail electric service from the Company for the past twelve months at that residence. 

PROGRAM DESCRIPTION 

The Kentucky Power Mobile Home High Efficiency Heat Pump (MHHP) offers an incentive to residential customers who live in a 
mobile home and upgrade their central electric resistance heating system with a new, high efficiency heat pump unit. To qualify, the 
new heat pump unit must have a minimum rating of 13 SEER (Seasonal Energy Efficiency Ratio) and 7.7 HSPF (Heating Seasonal 
Performance Factor). 

A $400 incentive is offered to residential customers that qualify. 

EQUIPMENT 

No equipment required to participate in this program will be furnished or installed by the Company, or its authorized agents. It is the 
customer's responsibility to purchase and install the required equipment by an approved HV AC dealer participating in the program. 
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PROGRAM: MHNC Mobile Home New Construction 

AVAILABILITY OF SERVICE 

Available on a voluntary basis to individual residential customers who purchase a new mobile horne built with Zone 3 insulation and a 
high efficiency heat pump. 

PROGRAM DESCRIPTION 

The Kentucky Power Mobile Home New Construction (MHNC) offers an incentive to residential customers who purchase a new mobile 
home having an insulation upgrade and a high efficiency heat pump unit. To qualify, the new heat pump unit must have a minimum rating 
of 13 SEER (Seasonal Energy Efficiency Ratio) and 7.7 1-ISPF (Heating Seasonal Performance Factor). 

A $500 incentive is offered to residential customers that qualify. 

EQUIPMENT 

No equipment required to participate in this program will be furnished or installed by the Company, or its authorized agents. It is the 
customer's responsibility to purchase the new mobile home from a manufactured housing dealer participating in the program and who can 
administer an upgrade for required equipment. 
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PROGRAM: Residential & Commercial HV AC Diagnostic and Tune-up 

AVAILABILITY OF SERVICE 

Available to Kentucky Power residential customers and small commercial customers using less than 100 kW peak demand having 
unitary central heat pump systems. The Kentucky Power Small Commercial HV AC Program encourages small commercial 
customers to keep their heating, ventilation and air conditioning (HV AC) equipment operating at peale efficiency, by way of a 
simple tunc-up .. The program is not applicable for customers seeking repair of non-operational units. 

PROGRAM DESCRIPTION HV AC Diagnostic and Tune-up Program 

The residential and commercial customer will be offered an incentive when receiving this Diagnostic and Tune-up service from a 
participating, state licensed contractor. It will help extend the life of the system, reduce energy costs and improve the interior 
comfort of your business. The diagnostic and tune-up service includes testing for inefficiencies in air conditioning and heat pump 
systems due to air-restricted indoor or outdoor coils and over or under refrigerant charge. 

A $50 incentive is offered to residential customers and commercial customers that qualifY. 

EQUIPMENT 

No equipment required to participate in this program will be furnished or installed by the Company, or its authorized agents. It is 
the customer's responsibility to contact a participating state licensed program dealer who can administer the diagnostic service. 
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PROGRAM: Small Commercial HV AC Programs 

AVAILABILITY OF SERVICE 

Available to Kentucky Power commercial customers using less than 100 kW peak demand whose primary heat source is electricity. 
The Kentucky Power Small Commercial HV AC Program encourages small commercial customers to keep their heating, ventilation, 
and air conditioning (HV AC) equipment operating at peak efficiency by an equipment upgrade. 

PROGRAM DESCRIPTION- High Efficiency Heat Pump/Air Conditioner Program 

The commercial customer will receive financial incentives for upgrading to a new qualifying central air conditioning or heat pump 
system (up to a five-ton unit with a Consortium for Energy Efficiency (CEE) Tier I rating). The incentive helps offset the cost of the 
investment, and the improved efficiency can give long-tenn savings. 

The following incentives are offered for qualifying purchases: 

Air Conditioner- 36,000 Btu/h or lower 
Air Conditioner- 36,000- 65,000 Btu/h 
Heat Pump - 36,000 Btu/h or lower 
Heat Pump - 36.000- 65,000 Btu/h 

EQUIPMENT 

Incentive= $250 
Incentive = $400 
Incentive= $300 
Incentive= $450 

No equipment required to participate in this program will be furnished or installed by the Company, or its authorized agents. It is the 
customer's responsibility to purchase the high efficiency heat pump or air conditioner from a participating program dealer who can 
administer an upgrade for required equipment. 
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PROGRAM: CIP Commercial Incentive Program 

AV AILABILlTY OF SERVICE 

All commercial (non-industrial) customers in Kentucky Power's service territory are eligible to participate. 

PROGRAM DESCRIPTION 

The Kentucky Power Commercial Incentive Program (CIP) offers a convenient way to receive funding for common 
energy efficiency projects. The Commercial Incentive Program provides financial incentives to business customers who 
implement qualified energy-efficient improvements and technologies. 

Incentives are available for a variety of energy-saving technologies in existing buildings and new construction projects. 
Choose fi·om a menu of prescriptive measures with standardized incentives. The program menu includes, but is not 
limited to, incentives for: 

• Lighting 
• Heating, ventilation, and air conditioning (HV AC) 
• Food Service and Refrigeration 

A complete list of the eligible equipment and incentive amounts can be found in the Program Application located at 
KentuckyPower.com/save/programs. 

The maximum payout is 50% of incremental equipment costs, up to $20,000 annually per customer account is offered to 
qualifying commercial customers that qualify. 

The Company, or its authorized agents, will administer the evaluation of customer installed energy measures. The 
Company, or its authorized agents, may provide support for the installation services through approved program 
contractors. 

AGREEMENT 

A customer program application agreement is required to participate in this program. 
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APPLICABLE. 

TARIFF B.E.R. 
(Biomass Energy Rider) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D.2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., T 
L.G.S.,L.G.S.O.D., IG.S., C.S.-l.R.P., M.W., O.L. and S.L. 

I. When energy is generated and sold to the Company fi·om the ecopower biomass facility, an additional charge 
equal to the product of the kWh of sales and a biomass adjustment factor (A) shall be made, where, "A", 
calculated to the nearest 0.0001 mil per kilowatt~hour, is defmed as set forth below. 

Biomass Adjustment Factor (A)~(R*Pm)/Sm 

In the above formulas "R'' is the rate for the cuiTent calendar year approved by this commission in the REPA 
between ecopower and Kentucky Power Company, "P" is the about of Kwh purchased by Kentucky Power in the 
cUITent (m) period, and "S" is the kWh sales in the current (m) period, all defined below. 

2. Rate (R) shall be the dollar per MWh as defmed in the REPA between ecopower and Kentucky Power Company, 
including any applicable escalation factor as defined in the REPA. 

3. Produced energy (P) shall be the MWh produced and sold to Kentucky Power Company. 

4. Sales (S) shall be all KWh sold, excluding intersystem sales. Utility used energy shall not be excluded in the 
determination of sales (S). 

5. Any over/under recovery will be reflected in the monthly filing for the second billing moth following the month 
the cost is incurred. 

6. The monthly biomass energy rider shall be filed with the Commission ten (10) days before it is scheduled to go 
into effect, along with all the necessary supporting data to justify the amount of the adjustment, which shall 
include data, and information as may be required by the Commission. 

7. Copies of all documents required to be filed with the Commission shall be open and made available for public 
inspection at the office of the Public Service Commission pursuant to the provisions ofKRS61 .870 to 61.884. 
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(PJMRIDER) 

SHEET NO. 24-1 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D. 2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., L.G.S., 
L.G.S.-T.O.D., I.G.S., C.S.-I.R.P., M.W., O.L., and S.L. 

RATES: (Tariff Code 390) 

Tariff Class ¢/kWh $/kW 

R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., and Experimental R.S.-T.O.D. 2 0.0000 --
S.G.S. and S.G.S.-T.O.D. 0.0000 --
M.G.S. 0.0000 0.00 

M.G.S. Recreational Lighting, M.G.S.-L.M.-T.O.D., and M.G.S.-T.O.D. 0.0000 --
L.G.S. and L.G.S.-T.O.D. 0.0000 0.00 

L.G.S.-L.M.-T.O.D. 0.0000 0.00 

I.G.S. and C.S.-l.R.P 0.0000 0.00 

M.W. 0.0000 --
O.L. 0.0000 --

S.L. 0.0000 --
The kWh adjustment factor as calculated above Will be applied to all biiimg kilowatt-hours for those tanff classes hsted above. The 
kW adjustment factor as calculated above will be applied to all on-peak and minimum billing demand kW for the MGS, LGS and IGS 
tariff classes. 

The PJM Rider adjustment factor shall be modified annually to reflect the difference between the approved base level ofPJM charges and credits and 

the PJM charges and credits actually experienced. 

'lbe PJM Rider adjustment factor shall be determined as follows: 

For all tariff classes without demand billing: 
PJME X (BEclass /BETotaJ) + PJMD X (CPclass /CPTotal) 

kWh Adjustment Factor 
BEclass 

kW Adjuslment Factor 0 

For all tariff classes with demand billing: 
P JME X {BEcJass /BErotaJ) 

kWh Adjustment Factor 
BEClass 

PJMD X (CPcJass /CPTotaJ) 
kW Adjustment Factor 

BDc!ass 
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RATES: (Cont'd) 

Where: 

PJM RIDER (Cont'd) 
(P.J.M.R.) 

1. "PJMD" is the actual (over)/under recovery of annual retail PJM demand-related net costs; calculated by comparing the 

amount of PJM demand-related net costs in base rates to those retail PJM demand-related net costs actually incurred 

during the review period. 

2. "PJME" is the actual (over)/under recovery of annual retail PJM energy-related net costs; calculated by comparing the 

amount of PJM energy-related net costs in base rates to those retail PJM energy-related net costs actually incurred 

during the review period. 

3. "BEclass" is the historic annual retail jurisdictional billing kWh for each tariff class for the current year. 

4. "BDclass" is the historic annual retail jurisdictional billing kW for each applicable tmiff class for the current year. 

5. «CPclass" is the coincident peak demand for each tariff class estimated as follows: 

Tariff Class BEclass CP!kWh Ratio CPcJass 

(1) (2) (3) (4)~(2)x(3) 

R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., and Experimental 

R.S.-T.O.D. 2 0.0236060% 

S.G.S. and S.G.S.-T.O.D. 0.0163937% 

M.G.S. 0.0177002% 

M.G.S. Recreational Lighting, M.G.S.-L.M.-T.O.D., and 

M.G.S.-T.O.D. 0.0177002% 

L.G.S.and L.G.S.-T.O.D. 0.0169381% 

L.G.S.-L.M.-T.O.D. 0.0169381% 

l.G.S.and C.S.-l.R.P 0.0130626% 

M.W. 0.0134057% 

O.L. 0.0009431% 

S.L. 0.0009890% 

BETotal CPTotal 

6. "BETota!" is the sum ofthe BEclass for all tariff classes. 

7. "CPTota!" is the sum ofthe CPcJass for all tariff classes. 

The adjustment factor as computed above shall be further modified to allow the recovery of Uncollectible Accounts Expense of 0.3% 

and the KPSC Maintenance Fee of 0.1952% and other similar revenue based taxes or assessments occasioned by the PJM Rider 

adjustment revenues. 
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P.J.M. RIDER (Cont'dl 
P.J.M.R. 

The annual PJM Rider shall be filed with the Commission ten (10) days before it is scheduled to go into effect, along with all 

necessary supporting data to justify the amount of the adjustments, which shall include data and information as may be 
required by the Commission. 

Copies of all documents required to be filed with the Commission shall be open and made available for public inspection at the 

office of the Public Service Commission pursuant to the provisions ofKRS 61.870 to 61.884. 

DATE OF ISSUE: December 23.2014 

ISSUED J3Y: JOHN A. ROGNESS Ill 

TITLE: Director Regulatory Services ·, ___ 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

N 



Exhibit JAR-8 
Page 123 of 183

KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 25- I 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 25- I 

RESERVED FOR FUTURE USE 

DATE OF ISSUE: December 23. 2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS Ill~ 
TIT! .E: Director Rcgulatmy Services 

By Authority Of Order By The Public Service Commission 

In Cesc No. 2014-00396 Dated XXXXXXXX 

T 



Exhibit JAR-8 
Page 124 of 183

Kli:NTUCKY POWER COMPANY P.S.C. KY. NO. to ORIGINAL SH!i:li:T NO. 25-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 25-2 

RESERVED FOR FUTURE USE T 

DATE OF ISSUE: December 23, 2014 

DAT~ ~FFECTJVE: 

TITLl ·:: Director Regulatory Services 

Uy Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 



Exhibit JAR-8 
Page 125 of 183

KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 25-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 25-3 

RESERVED FOR FUTURE USE 

DATE OF ISSUE: December 23.2014 

DATE EPPECTIVE: Service Rendered On And After January 23. 2015 

ISSUED BY: JOl-IN A. ROGNESS Ill /~~ 
TITLE: Director Regulatory Services c~~~ 
By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

T 



Exhibit JAR-8 
Page 126 of 183

KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 26-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 26-1 

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

This tariff is applicable to customers with generation facilities which have a total design capacity of over 1,000 kW that intends to 
schedule, deliver and sell the net electric output of the facility at wholesale, and who require Commissioning Power, Startup Power 
and/or Station Power service from the Company. 

Service to any load that is electrically isolated from the Customer's generator shaii be separately metered and provided in accordance 
with the generally available demand-metered tariff appropriate for such service to the Customer. 

This tariff is not available for standby, backup, maintenance, or supplemental service for wholesale or retail loads served by 
customer's generator. 

DEFINITIONS. 

1. Commissioning Power - The electrical energy and capacity supplied to the customer prior to the conm1ercial operation 
of the customer's generator, including initial construction and testing phases. 

2. Station Power - The electrical energy and capacity supplied to the customer to serve the auxiliary loads at the 
customer's generation facilities, usually when the customer's generator is not operating. Station Power does not include 
Startup Power. 

3. Startup Power- The electrical energy and capacity supplied to the customer following a planned or forced outage of the 
customer's generator for the purpose of returning the customer's generator to synchronous operation. 

COMMISSIONING POWER SERVICE. 

Customers requiring Commissioning Power shall take service under TariffT.S. or by special agreement with the Company. 

The Customer shall coordinate its construction and testing with the Company to ensure that the customer's operations do not cause 
any undue interference with the Company's obligations to provide service to its other customers or impose a burden on the 
Company's system or any system interconnected with the Company. 

STATION POWER SERVICE. 

Customers requiring Station Power shall take service under the generally available demand-metered tariff appropriate for the 
customer's Station Power requirements. 

Station Contract Capacity- The Customer shall contract for a definite amount of electrical capacity in JeW sufficient to 
meet the maximum Station Power requirements that the Company is expected to supply under the generally available 
demand-metered tariff appropriate for the customer. 

STARTUP POWER SERVICE. 

Customers requiring Startup Power have the option of contracting for such service llllder the terms of this tariff or under the generally 
available demand-metered tariff appropriate for the customer's Startup Power requirements. 

Stal'tup Contract Capacity- The Customer shaU contract for a definite amount of electrical capacity in kW sufficient 
to meet the maximum Startup Power requirements that the Company is expected to supply. 

Startup Duration -The Customer shall contract for a definite number of hours sufficient to meet the maximum period 
of time for which the Company is expected to supply Startup Power. 

(Cont"d on Sheet No. 26-2) 
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STARTUP POWER SERVICE. (con!' d) 

TARIFF N.U.G. (Con!' d) 
(Non-Utility Generator) 

StartU}l Duration- The Customer shall contract for a definite number of hours sufticicnt to meet the maximum period 
of time for which the Company is expected to supply Startup Power. 

Startup Frequency - The Customer shall contract for a definite number of startup events sufficient to meet the 
maximum number oftimes per year that the Company is expected to supply Startup Power. 

Other Startup Characteristics - The customer shall provide to the Company other information regarding the 
customer's Startup Power requirements, including, but not limited to, anticipated time-of-use rmd seosonal 
characteristics. 

Notification Requirement~ Whenever Startup Power is needed, the Customer shall provide advance notice to the Company. 

Upon receipt of a request rrom the Customer for Startup Power Service under the terms of this tariff, the Company will provide 
the Customer a written offer containing the Notification Requirement, generation, transmission and distribution rates (including 
demand and energy charges) and related tenns and conditions of service under which service will be provided by the Company. 
Such oHCr shall be based upon the Startup Contract Capacity, Startup Duration, Startup Frequency, and Other Stmtup 
Characteristics as specified by the customer. In no event shall the rates be less than the sum of the Tariff LG.S. Energy Charge, 
the fuel Adjustment Clause, the System Sales clause, the Demand~Side Management Adjustment Clause, Asset Transtcr Rider. 
Big Sandy Retirement Rider, Big Sandy I Operation Rider, Purchase Power Rider, P.J.M. Rider, KY Economic Development 
Surchurgc, Environmental Surcharge, the Capacity Charge and NERC Compliance and Cybersecurity Rider. 

If the parties reach an agreement based upon the offer provided to the customer by the Company, a contract shall be executed 
that provides l'ull disclosure of all rates, terms and conditions of service under this tariff, and any and all agreements related 
tl1crcto. 

DJ<:LAYED PAYMENT CHARGE. 

This tariff is clue and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge 
or 5% or the unpaid balance will be made. 
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TARIFF N.U.G. (Cont'd) 
(Non-Utility Generator) 

The monthly billing demand in kW shall be taken each month as the highest single 15-minute integrated peak in kW as registered by a 
demand meter or indicator, less the Station Contract Capacity. The monthly billing demand so established shall in no event be less than 
the greater of (a) the Startup Contract Capacity orb) the customer's highest previously established monthly billing demand during the past 
ll months. 

MONTHLY BILLING ENERGY. 

Interval billing energy shall be measured each 15-minute interval ofthe month as the total KWH registered by an energy meter or 
meters less the quotient of the Station Contract Capacity and four (4). In no event shall the interval billing energy be less than 
zero (0). Monthly billing energy shall be the sum of the interval billing energy for all intervals ofthe billing month. 

TRANSMISSION SERVICE. 

Transmission Provider- The entity providing transmission service to customers in the Company's service tcrritmy. Such 
entity may be the Company or a regional transmission entity. 

Prior to taking service under this tariff, the Customer must have a fully executed Interconnection and Operation Agreement with the 
Company and/or the Transmission Provider or an unexecuted agreement filed with the Federal Energy Regulatory Commission under 
applicable procedures. 

Should the Transmission Provider implement charges for Transmission Congestion, the Company shall provide 30 days written notice to 
the customer. Upon the expiration of such notice period, should the customer's use of Startup Power result in any charges for 
Transmission Congestion from the Transmission Provider, such charges, including any applicable taxes or assessments, shall be paid by or 
passed through to the customer without markup. Transmission Congestion is the condition that exists when market participants seek to 
dispatch in a pattern that would result in power flows that cannot be physically accommodated by the system. 

TERM OF CONTRACT. 

Contracts under this tariff will be made for an initial period of not less than one year and shall remain in effect thereafter lllltil either party 
shall give at least 6 months' written notice to the other of the intention to terminate the contract. The Company reserves the right to require 
initial contracts for periods greater than one year. 

A new initial contract period will not be required for existing customers who change their contract requirements after the original initial 
period unless new or additional facilities are required. 

The Company may not be required to supply capacity in excess of that contracted for except by mutual agreement. Contracts will be made 
in multiples of 100 kW. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff shall not obligate the Company to purchase or pay for any capacity or energy produced by the Customer's generator. 

Customers desiring to provide Startup and Station Power from commonly owned generation facilities that are not located on the site of 
the customer's generator (remote self-supply), shall take service under the tetms and conditions contained within the applicable Open 

Access Transmission Tariff as filed with and accepted by the Federal Energy Regulatory Commission. 
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A V ATLIBTLITY OF SERVICE. 

TARIFF N.M.S. 
(Net Metering Service) 

Net Metering is available to eligible customer-generators in the Company's service territory, upon request, and on a first-come, first
served basis up to a cumulative capacity of one percent (1%) of the Company's single hour peak load in Kentucky during the previous 
year. If the cumulative generating capacity of net metering systems reaches 1% of the Company's single hour peak load during the 
previous year, upon Commission approval, the Company's obligation to offer net metering to a new customer-generator may be 
limited. An eligible customer-generator shall mean a retail electric customer of the Company with a generating facility that: 

(1) Generates electricity using solar energy, wind energy, biomass or biogas energy, or hydro energy; 
(2) Has a rated capacity of not greater than thirty (30) kilowatts; 
(3) Is located on the customer's premises; 
( 4) Is owned and operated by the customer; 
(5) Is connected in parallel with the Company's electric distribution system; and 
(6) Has the primary purpose of supplying all or part of the customer's own electricity requirements. 

At its sole discretion, the Company may provide Net Metering to other customer-generators not meeting all the conditions listed above 
on a case-by-case basis. 

The term "Customer" hereinafter shall refer to any customer requesting or receiving Net Metering services under this tariff. 

METERING. 

Net energy metering shall be accomplished using a standard kilowatt-hour meter capable of measuring the flow of electricity in two (2) 
directions. If the existing electrical meter installed at the customer's facility is not capable of measuring the flow of electricity in two 
directions, the Company will provide the customer with the appropriate metering at no additional cost to the customer. If the customer 
requests any additional meter or meters or if distribution upgrades are needed to monitor the flow in each direction, such installations 
shall be at the customer's expense. 

BILLING/MONTHLY CHARGES. 

Monthly charges for energy, and demand where applicable, to serve the customer's net or total load shall be detetmined according to 
the Company's standard service tariff under which the customer would otherwise be served, absent the customer's electric generating 
facility. Energy charges under the customer's standard tariff shall be applied to the customer's net energy for the billing period to the 
extent that the net energy exceeds zero. If the customer's net energy is zero or negative during the billing period, the customer shall 
pay only the non-energy charge portions of the standard tariff bilL If the customer's net energy is negative during a billing period, the 
customer shall be credited in the next billing period for the kWh difference. If time-of-day metering is used, energy flows in both 
directions shall be netted and accounted for at the specific time-of-use in accordance with the provisions of the customer's standard 
tariff and this Net Metering Service Tariff. When the customer elects to no longer take service under this Net Metering Service Tariff, 
any unused credit shall revert to the Company. Excess electricity credits are not transferable between customers or locations. 
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TARIFF N.M.S. (Cont'd) 
(Net Metering Service) 

APPLICATION AND APPROVAL PROCESS. 

The Customer shall submit an Application for Interconnection and Net Metering ("Application") and receive approval 
from the Company prior to connecting the generator facility to the Company's system. 

Applications will be submitted by the Customer and reviewed and processed by the Company according to either Level 1 
or Level2 processes defined below. 

The Company may reject an Application for violations of any code, standard, or regulation related to reliability or safety; 
however, the Company will work with the Customer to resolve those issues to the extent practicable. 

Customers may contact the Company to check on the status of an Application or with questions prior to submitting an 
Application. Company contact information can be found on Kentucky Power Company's Application Fmm or on the 
Company's website. 

LEVEL 1 AND LEVEL 2 DEFINITIONS. 

LEVELl 
A Level I Application shall be used if the generating facility is inverter-based and is certified by a nationally recognized 
testing laboratory to meet the requirements of Underwriters Laboratories Standard 1741 "Inverters, Converters, 
Controllers and Interconnection System Equipment for Use With Distributed Energy Resources" (UL 1741). 

The Company will approve the Levell Application if the generating facility also meets all of the following conditions: 

(1) For interconnection to a radial distribution circuit, the aggregated generation on the circuit, including 
the proposed generating facility, will not exceed 15% of the Line Section's most recent annual one hour 
peak load. A line section is the smallest pmt of the primary distribution system the generating facility 
could remain connected to after operation of any sectionalizing devices. 

(2) If the proposed generating facility is to be interconnected on a single-phase shared secondary, the 
aggregate generation capacity on the shared secondary, including the proposed generating facility, will 
not exceed the smaller of20 kVA or the nameplate rating of the transfmmer. 

(3) If the proposed generating facility is single-phase and is to be interconnected on a center tap neutral of a 
240 volt service, its addition shall not create an imbalance between the two sides of the 240 volt service 
of more than 20% of the nameplate rating of the service transformer. 

(4) If the generating facility is to be connected to three-phase, three wire primary Company distribution 
lines, the generator shall appear as a phase-to-phase connection at the primary Company distribution 
line. 

(5) If the generating facility is to be connected to tlu·ee-phase, four wire primary Company distribution 
lines, the generator shall appear to the primary Company distribution line as an effectively grounded 
source. 

(6) The interconnection will not be on an area or spot network. 
(7) The Company does not identity any violations of any applicable provisions of IEEE 1547, "Standard 

for Interconnecting Distributed Resources with Electric Power Systems." 
(8) No construction of facilities by the Company on its own system will be required to accommodate the 

generating facility. 
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TARIFF N.M.S. (Cont'd) 
(Net Metering Service) 

If the generating facility does not meet all of the above listed criteria, the Company, in its sole discretion, may either: I) 
approve the generating facility under the Level I Application if the Company determines that the generating facility can 
be safely and reliably connected to the Company's system; or 2) deny the Application as submitted under the Level I 
Application. 

The Company shall notify the customer within 20 business days whether the Application is approved or denied, based on 
the criteria provided in this section. 

If the Application lacks complete information, the Company shall notify the customer that additional information is 
required, including a list of such additional information. The time between notification and receipt of required additional 
infmmation will add to the time to process the Application. 

When approved, the Company will indicate by signing the approval line on the Levell Application Fonn and returning it 
to the customer. The approval will be subject to successful completion of an initial installation inspection and witness test 
if required by the Company. The Company's approval section of the Application will indicate if an inspection and 
witness test are required. If so, the customer shall notify the Company within 3 business days of completion of the 
generating facility installation and schedule an inspection and witness test with the Company to occur within I 0 business 
days of completion of the generator facility installation or as otherwise agreed to by the Company and the customer. The 
customer may not operate the generating facility until successful completion of such inspection and witness test, unless 
the Company expressly permits operational testing not to exceed two hours. lf the installation fails the inspection or 
witness test due to noncompliance with any provision in the Application and Company approval, the customer shall not 
operate the generating facility until any and all noncompliance is corrected and re-inspected by the Company. 

If the Application is denied, the Company will supply the customer with reasons for denial. The customer may resubmit 
under Level 2 if appropriate. 

LEVEL2 

A Leve12 Application is required under any of the following: 

(I) The generating facility is not invetter based; 
(2) The generating facility uses equipment that is not certified by a nationally recognized testing laboratory to meet 

the requirements of UL 1741; or 
(3) The generating facility does not meet one or more of the additional conditions under Levell. 

The Company will approve the Level 2 Application if the generating facility meets the Company's technical 
interconnection requirements, which are based on IEEE 1547. The Company shall make its technical interconnection 
requirements available online and upon request. 
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LEVEL 2, continued 

TARIFF N.M.S. (Cont'd) 
(Net Metering Service) 

The Company will process the Level 2 Application within 30 business days of receipt of a complete Application. 
Within that time the Company will respond in one of the following ways: 

(1) The Application is approved and the Company will provide the customer with an Interconnection 
Agreement to sign. 

(2) If construction or other changes to the Company's distribution system are required, the cost will be the 
responsibility of the customer. The Company will give notice to the customer and offer to meet to discuss 
estimated costs and constmction tirneframe. Should the customer agree to pay for costs and proceed, the 
Company will provide the customer with an Interconnection Agreement to sign within a reasonable time. 

(3) The Application is denied. The Company will supply the customer with reasons for denial and offer to meet 
to discuss possible changes that would result in Company approval. Customer may resubmit Application 
with changes. 

If the Application lacks complete information, the Company shall notify the customer that additional information is 
required, including a list of such additional information. The time between notification and receipt of required 
additional information will add to the 30-business-day target to process the Application. 

The Interconnection Agreement will contain all the terms and conditions for interconnection consistent with those 
specified in this tariff, inspection and witness test requirements, description of and cost of construction or other 
changes to the Company's distribution system required to accommodate the generating facility, and detailed 
documentation ofthe generating facilities which may include single line diagrams, relay settings, and a description of 
operation. 

The customer may not operate the generating facility until an Interconnection Agreement is signed by the customer 
and Company and all necessary conditions stipulated in the agreement are met. 

APPLICATION, INSPECTION AND PROCESSING FEES. 

No application fee or other review, study, or inspection or witness test fees will be charged by the company for Level 
I application. 

The Company will require each customer to submit with each Level 2 Application a non-refundable application, 
inspection and processing fee of $50. In the event the Company determines an impact study is necessary with respect 
to a Level 2 Application, the customer shall be responsible for any reasonable costs up to $1,000 for the initial 
impact study. The Company shall provide documentation of the actual cost of the impact study. Any other studies 
requested by the customer shall be at the customer's sole expense. 
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TARIFF N.M.S. (Cont'd) 
(Net Metering Service) 

TERMS AND CONDITIONS FOR INTERCONNECTION. 

To interconnect to the Company's distribution system, the customer's generating facility shall comply with the 
following terms and conditions: 

(1) TI1e Company shall provide the customer net metering services, without charge for standard metering 
equipment, through a standard kilowatt-hour metering system capable of measuring the flow of electricity in 
two (2) directions. If the customer requests any additional meter or meters or distribution upgrades are 
needed to monitor the flow in each direction, such installations shall be at the customer's expense. 

(2) The customer shall install, operate, and maintain, at customer's sole cost and expense, any control, 
protective, or other equipment on the customer's system required by the Company's technical 
interconnection requirements based on IEEE 1547, the NEC, accredited testing laboratories such as 
Underwriters Laboratories, and the manufactmer's suggested practices for safe, efficient and reliable 
operation of the generating facility in parallel with Company's electric system. Customer shall bear full 
responsibility for the installation, maintenance and safe operation of the generating facility. Upon 
reasonable request fi·om the Company, the customer shall demonstrate generating facility compliance. 

(3) The generating facility shall comply with, and the customer shall represent and wanant its compliance with: 
(a) any applicable safety and power quality standards established by IEEE and accredited testing 
laboratories such as Underwriters Laboratories; (b) the NEC as may be revised fi·om time to time; (c) 
Company's rules, regulations, and Company's Tenns and Conditions of Service as contained in Company's 
Retail Electric Tariff as may be revised from time to time with the approval of the Kentucky Public Service 
Commission (Commission); (d) the rules and regulations of the Commission, as such rules and regulations 
may be revised fi·om time to time by the Commission; and (e) all other applicable local, state, and federal 
codes and laws, as the same may be in effect :fi"mn time to time. Where required by law, customer shall pass 
an electrical inspection of the generating facility by a local authmity having jurisdiction over the 
installation. 

(4) Any changes or additions to the Company's system required to accommodate the generating facility shall be 
considered excess facilities. Customer shall agree to pay Company for actual costs incuned for all such 
excess facilities prior to construction. 

(5) Customer shall operate the generating facility in such a manner as not to cause undue fluctuations in 
voltage, intermittent load characteristics or otherwise interfere with the operation of Company's electric 
system. At all times when the generating facility is being operated in parallel with Company's electric 
system, customer shall so operate the generating facility in such a mam1er that no adverse impacts will be 
produced thereby to the service quality rendered by Company to any of its other customers or to any electric 
system interconnected with Company's electric system. Customer shall agree that the interconnection and 
operation of the generating facility is secondary to, and shall not interfere with, Company's ability to meet 
its primary responsibility of furnishing reasonably adequate service to its customers. 
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TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR INTERCONNECTION, continued 

(6) Customer shall be responsible for protecting, at customer's sole cost aod expense, the generating facility from 
aoy condition or disturbance on Compaoy's electric system, including, but not limited to, voltage sags or swells, 
system faults, outages, loss of a single phase of supply, equipment failures, aod lightning or switching surges, 
except that the Compaoy shall be responsible for repair of damage caused to the generating facility resulting 
solely from the negligence or willful misconduct on the part of the Company. 

(7) After initial installation, Company shall have the right to inspect and/or witness comtmsswning tests, as 
specified in the Level I or Level 2 Application and approval process. Following the initial testing and inspection 
of the generating facility and upon reasonable advance notice to customer, Company shall have access at 
reasonable times to the generating facility to perform reasonable on-site inspections to verifY that the 
installation, maintenance, aod operation of the generating facility comply with the requirements of this tariff 

(8) For Level I and 2 generating facilities, where required by the Company, an eligible customer shall furnish and 
install on customer's side of the point of common coupling a safety disconnect switch which shall be capable of 
fully discom1ecting the customer's energy generating equipment fi:om Company's electric service under the full 
rated conditions of the customer's generating facility. The external discom1ect switch (EDS) shall be located 
adjacent to Company's meters or the location of the EDS shall be noted by placing a sticker on the meter, and 
shall be of the visible break type in a metal enclosure which can be secured by a padlock. If the EDS is not 
located directly adjacent to the meter, the customer shall be responsible for ensuring that the location of the EDS 
is properly and legibly identified for so long as the generating facility is operational. The discoilllect switch shall 
be accessible to Company personnel at all times. The Company may waive the requirement for an EDS for a 
generating facility at its sole discretion, and on a case-by-case basis, upon review of the generating facility 
operating parameters and if permitted under the Company's safety and operating protocols. 

The Company shall establish a training protocol for line workers on the location and use ofthe EDS, and shall 
require that the EDS be used when appropriate, and that the switch be turned back on once the disconnection is 
no longer necessary. 

(9) Company shall have the right and anthm;ty at Company's sole discretion to isolate the generating facility or 
require the customer to discontinue operation of the generating facility if Company believes that: (a) continued 
intercom1ection and parallel operation of the generating facility with Company's electric system creates or 
contributes (or may create or contribute) to a system emergency on either Company's or customer's electric 
system; (b) the generating facility is not in compliance with the requirements of this tariff, and the 
noncompliance adversely affects the safety, reliability, or power quality of Company's electric system; or (c) the 
generating facility interferes with the operation of Company's electric system. In non-emergency situations, 
Company shall give customer notice of noncompliance including a description of the specific noncompliauce 
condition and allow customer a reasonable time to cure the noncompliance prior to isolating the generating 
facilities. In emergency situations, when the Company is unable to immediately isolate or cause the customer to 
isolate only the generating facility, the Company may isolate the customer's entire facility. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-7 
CANCELLING P.S.C. KY. NO. tO SHEET NO. 27-7 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR INTERCONNECTION, continued 

(I 0) Customer shall agree that, without the prior written permission from Company, no changes shall be made to the 
generating facility as initially approved. Increases in generating facility capacity will require a new "Application 
for Interconnection and Net Metering" which will be evaluated on the same basis as any other new application. 
Repuir and replacement of existing generating facility components with like components that meet UL 1741 
certification requirements for Level I fucilities and not resulting in increases in generating facility capacity is 
allowed without approval. 

(ll)To the extent pe1mitted by law, the customer shall protect, indemnify, and hold harmless the Company and its 
directors, officers, employees, agents, representatives and contractors against and from all loss, claims, actions 
or suits, including costs and attorneys fees, for or on account of any injury or death of persons or damage to 
property caused by the customer or the customer's employees, agents, representatives and contractors in 
tampering with, repairing, maintaining, or operating the customer's generating facility or any related equipment 
or any facilities owned by the Company except where such injury, death or damage was caused or contributed to 
by the fault or negligence of the Company or its employees, agents, representatives, or contractors. 

The liability of the Company to the customer for injury to person and property shall be governed by the tariff(s) 
for the class of service under which the customer is taking service. 

(12) The customer shall maintain general liability insurance coverage (through a standard homeowner's, commercial, 
or other policy) for both Level I and Level 2 generating facilities. Customer shall, upon request, provide 
Company with proof of such insurance at the time that application is made for net metering. 

(13)By entering into an Interconnection Agreement, or by inspection, if any, or by non-rejection, or by approval, or 
in any other way, Company does not give any warranty, express or implied, as to the adequacy, safety, 
compliance with applicable codes or requirements, or as to any other characteristics, of the generating facility 
equipment, controls, and protective relays and equipment. 

(14)A customer's generating facility is transferable to other persons or service locations only after notification to the 
Company has been made and verification that the installation is in compliance with this tariff. Upon written 
notification that an approved generating facility is being transfened to another person, customer, or location, the 
Company will verify that the installation is in compliance with this tariff and provide written notification to the 
customer(s) within 20 business days. If the installation is no longer in compliance with this tariff, the Company 
will notify the customer in writing and list what must be done to place the facility in compliance. 

(15)The customer shall retain any and all Renewable Energy Credits (RECs) that may be generated by their 
generating facility. 
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KENTUCKY POWER COMPANY 

TERM OF CONTRACT. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-8 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-8 

TARIFF N.M.S. 
(Net Metering Service) 

Any contract required under this tariff shall become effective when executed by both parties and shall continue in effect 
until tenninated. The contract may be terminated as follows: (a) Customer may terminate the contract at any time by 
giving the Company at least sixty (60) days• written notice; (b) Company may terminate upon failure by the customer to 
continue ongoing operation of the generating facility; (c) either party may terminate by giving the other party at least 
thirty (30) days prior written notice that the other party is in default of any of the terms and conditions of the contract or 
the rules or any rate schedule. tariff, regulation, contract, or policy of the Company, so long as the notice specifies the 
basis for termination and there is opportunity to cure the default; (d) the Company may tenninate by giving the customer 
at least thirty (30) days notice in the event that there is a material change in an applicable law, regulation or statute 
affecting this Agreement or which renders the system out of compliance with the new law or statute. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms aud Conditions of Service and all provisions of the standard service tariff 
under which the customer takes service. This tariff is also subject to the applicable provisions of the Company's 
Technical Requirements for Interconnection. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-9 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-9 

TARIFF N.M.S. 
(Net Metering Service) 

Application For Interconnection And Net Metering- Levell 

Use this Application only for: 1.) a generating facility that is inverter based lllul catijied by a nationally recognized testing 
laborafmJ' to meet tile requirements of UL 1741, 2.) less tlum or equal to 30 kW generation capacity and 3.) connecting to 
/(eutucky Power distribution system. 

Submit th;s Application to: 

D. G. Coordinator 
American Electric Power 
1 Riverside Plaza 

(Contact person listed is subject to change. 
Please visit our website for up-to-date 
information http://www.kentuckypower.com) 

Columbus, Ohio 43215-2373 
614-716-4020 Office /614-716-1414 Fax 
dgcoordinator@aep.com 

Applicant 

Name:-----------------------------------------

Mailing Address:------------------------------------

Cily: _____________________ State: ________ Zip: _____ _ 

Phone:( __ ) Phone: L_) _______________ _ 

E-mail address: 

Service Location 

Street Address:-------------------------------------

Cily: ___________________ State: ______ Zip: _____ _ 

Eleclric Service Account Number: -----------------------------

Alternate Contacts 

Provide names and contact information for other contractors, installers, or engb1eeringjirms involved in the design and 

instollation ofthe generating facilities: 

Company 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-10 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-10 

TARIFF N.M.S. 
(Net Metering Service) 

APPLICATION FOR INTERCONNECTION AND NET METERING, 
LEVEL 1- CONTINUED 

Equipment Qualifications 

Energy Source: ( ) Solar ( ) Wind ( ) Hydro ( ) Biogas ( ) Biomass 

Inverter Manufacturer: ___________ Model: _______________ _ 

Inverter Power Rating: ___________ Voltage Rating: ____________ _ 

Power Rating of Energy Source (i.e., solar panels, wind turbine): ______________ _ 

Battery Storage: ()Yes ()No If Yes, Battery Power Rating: ______________ _ 

Attach documentation showing that inverter is certified by a nationally recognizes testing labor at OJ)' to meet the 
requirements ofUL 1741. 

Attach site drawing or sketch showing locations of Kentucky Power Company meter, energy source, accessible 
disconnect switch and inverter. 

Attach single line drawing showing all electrical equipment from the metering location to the energy source including 
switches, fuses, breakers, panels, transformers, inverters, energy source, wire size, equipment ratings, and transformer 
connections. 

Expected Start-up Date: _________ _ 
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KENTUCKY POWER COMPANY 

TERMS AND CONDITIONS FOR LEVEL 1: 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-11 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-11 

TARIFF N.M.S. 
(Net Metering Service) 

Kentucky Power Company (Company) shall provide customer net metering services, without charge for standard 
metering equipment, through a standard kilowatt-hour metering system capable of measuring the flow of electricity in 
two (2) directions. If the customer requests any additional meter or meters or distribution upgrades are needed to monitor 
the flow in each direction, such installations shall be at the customer's expense. 

2 Customer shall install, operate, and maintain, at customer's sole cost and expense, any control, protective, or other 
equipment on the customer's system required by the Company's technical interconnection requirements based on IEEE 
1547, the NEC, accredited testing laboratories such as Underwriters Laboratories, and the manufacturer's suggested 
practices for safe, efficient, and reliable operation of the generating facility in parallel with Company's electric system. 
Customer shall bear full responsibility for the installation, maintenance, and safe operation of the generating facility. 
Upon reasonable request fi·om the Company, customer shall demonstrate generating facility compliance. 

3 The generating facility shall comply with, and the customer shall represent and waiTant its compliance with: (a) any 
applicable safety and power quality standards established by the Institute of Electrical and Electronics Engineers (IEEE) 
and accredited testing laboratories such as Underwriters Laboratories (UL); (b) the National Electrical Code (NEC) as 
may be revised from time to time; (c) Company's rules, regulations, and Company's Tetms and Conditions of Service as 
contained in Company's Retail Electric Tariff as may be revised from time to time with the approval of the Kentucky 
Public Service Commission (Commission); (d) the rules and regulations of the Commission, as such rules and 
regulations may be revised fi·om time to time by the Commission; and (e) all other applicable local, state, and federal 
codes and laws, as the same may be in effect from time to time. Where required by law, customer shall pass an electrical 
inspection ofthe generating facility by a local authority having jurisdiction over the installation. 

4 Any changes or additions to the Company's system required to accommodate the generating facility shall be considered 
excess facilities. Customer shall agree to pay Company for actual costs incuJTed for all such excess facilities prior to 
construction. 

5 Customer shall operate the generating facility in such a manner as not to cause undue fluctuations in voltage, intermittent 
load characteristics, or otherwise interfere with the operation of Company's electric system. At all times when the 
generating facility is being operated in parallel with Company's electric system, customer shall so operate the generating 
facility in such a marmer that no adverse impacts will be produced thereby to the service quality rendered by Company to 
any of its other customers or to any electric system interconnected with Company's electric system. Customer shall agree 
that the interconnection and operation of the generating facility is secondary to, and shall not interfere with, Company's 
ability to meet its primary responsibility of fumishing reasonably adequate service to its customers. 

6 Customer shall be responsible for protecting, at customer's sole cost and expense, tbe generating facility fi·om any 
condition or disturbance on Company's electric system, including, but not limited to, voltage sags or swells, system 
faults, outages, loss of a single phase of supply, equipment failures, and lightning or switching surges, except that the 
Company shall be responsible for repair of damage caused to the generating facility resulting solely from the negligence 
or willful misconduct on the part of the Company. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-12 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-12 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 1, continued 

7 After ioitial installation, Company shall have the right to iospect and/or witness commissioning tests, as 
specified io the Level I or Level2 Application and approval process. Following the ioitial testing and inspection 
of the generating facility and upon reasonable advance notice to customer, Company shall have access at 
reasonable times to the generatiog facility to perform reasonable on-site inspections to verify that the 
iostallation, maintenance and operation of the generatiog facility comply with the requirements ofthis tariff. 

8 For Level I generating facilities, where required by the Company, an eligible customer shall furnish and install 
on customer's side of the poiot of common coupling a safety disconnect switch which shall be capable of fully 
disconnecting the customer's energy generating equipment fi·om Company's electric service under the full rated 
conditions of the customer's generating facility. The external disconnect switch (EDS) shall be located adjacent 
to Company's meters or the location of the EDS shall be noted by placing a sticker on the meter, and shall be of 
the visible break type io a metal enclosure which can be secured by a padlock. If the EDS is not located directly 
adjacent to the meter, the customer shall be responsible for ensuring the location of the EDS is properly and 
legibly identified for so long as the generatiog facility is operational. The disconnect switch shall be accessible 
to Company personnel at all times. The Company may waive the requirement for an EDS for a generatiog 
facility at its sole discretion, and on a case-by-case basis, upon review of the generatiog facility operating 
parameters and ifpe1mitted under the Company's safety and operatiog protocols. 

The Company shall establish a traioiog protocol for line workers on the location and use of the EDS, and shall 
require that the EDS be used when appropriate, and that the switch be turned back on once the disconnection is 
no longer necessary. 

9 Company shall have the right and authority at Company's sole discretion to isolate the generatiog facility or 
require the customer to discontioue operation of the generatiog facility if Company believes that: (a) continued 
ioterconnection and parallel operation of the generating facility with Company's electric system creates or 
contributes (or may create or contribute) to a system emergency on either Company's or customer's electric 
system; (b) the generatiog facility is not in compliance with the requirements of this tariff, and the 
noncompliance adversely affects the safety, reliability or power quality of Company's electric system; or (c) the 
generating facility interferes with the operation of Company's electric system. In non-emergency situations, 
Company shall give customer notice of noncompliance iocluding a description of the specific noncompliance 
condition and allow customer a reasonable time to cure the noncompliance prior to isolating the generating 
facilities. In emergency situations, when the Company is unable to immediately isolate or cause the customer to 
isolate only the generating facility, the Company may isolate the customer's entire facility. 

\0 Customer shall agree that, without the prior written petmission from Company, no changes shall be made to the 
generatiog facility as initially approved. Increases in generating facility capacity will require a new "Application 
for Intercom1ection and Net Metering11 which will be evaluated on the same basis as any other new application. 
Repair and replacement of existiog generating facility components with like components that meet UL 1741 
certification requirements for Level 1 facilities and not resulting in increases in generating facility capacity is 
allowed without approval. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-13 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-13 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 1, continued 

II To the extent permitted by law, the customer shall protect, indemnify, and hold harmless the Company and its 
directors, officers, employees, agents, representatives and contractors against and from all loss, claims, actions 
or suits, including costs and attorneys fees, for or on account of any injury or death of persons or damage to 
property caused by the customer or the customer1s employees, agents, representatives and contractors in 
tampering with, repairing, maintaining or operating the customer,s generating facility or any related equipment 
or any facilities owned by the Company except where such injury, death or damage was caused or contributed to 
by the fault or negligence of the Company or its employees, agents, representatives, or contractors. 

The liability of the Company to the customer for injury to person and property shall be governed by the tariff(s) 
for the class of service under which the customer is taking service. 

12 The Customer shall maintain general liability insurance coverage (through a standard homeowner's, commercial, 
or other policy) for Level I generating facilities. Customer shall, upon request, provide Company with proof of 
such insurance at the time that application is made for net metering. 

13 By entering into an Interconnection Agreement, or by inspection, if any, or by non-rejection, or by approval, or 
in any other way, Company does not give any wananty, express or implied, as to the adequacy, safety, 
compliance with applicable codes or requirements, or as to any other characteristics, of the generating facility 
equipment, controls, and protective relays and equipment. 

14 Customer's generating facility is transferable to other persons or service locations only after notification to the 
Company has been made and verification that the installation is in compliance with this tariff Upon written 
notification that an approved generating facility is being transferred to another person, customer, or location, the 
Company will verify that the installation is in compliance with this tariff and provide written notification to the 
Customer(s) within 20 business days. If the installation is no longer in compliance with this tariff, the Company 
will notify the customer in writing and list what must be done to place the facility in compliance. 

15 The customer shall retain any and all Renewable Energy Credits (RECs) that may be generated by their 
generating facility. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-14 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-14 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 1. continued 

Effective Term and Termination Rights 

This Agreement becomes effective when executed by both parties and shall continue in effect until terminated. This Agreement may be terminated as 

follows: (a) Customer may terminate this Agreement at any time by giving the Company at least sixty (60) days' written notice; (b) Company may 

terminate upon thilure by the Customer to continue ongoing operation of the generating facility; (c) either party may terminate by giving the other party 

at least thirty (30) days prior written notice that the other party is in default of any of the terms and conditions of the Agreement or the Rules or any rate 

schedule, tariff, regulation, contract, or policy of the Company, so long as the notice specifies the basis for termination and there is opportunity to cure 

the default; (d) the Company may terminate by giving the Customer at least thirty (30) days notice in the event that there is a material change in an 

applicable law, regulation or statute affecting this Agreement or which renders the system out of compliance with the new law or statute. I hereby 

certify that, to the best of my knowledge, all of the information provided in this Application is true, and I agree to abide by all the Terms and Conditions 

included in this Application for Interconnection and Net Metering and Company's Net Metering Tariff. 

Customer Signature: _________________ Date: ________ _ 

COMPANY APPROVAL SECTION 

When signed below by a Company representative, Application for Interconnection and Net Metering is approved subject to the provisions contained in 
this Application and as indicated below. 

Company inspection and witness test: ()Requit-ed ()Waived 

If Company inspection and witness test is required, Customer shall notify the Company within three (3) business days of completion of the generating 
facility installation and schedule an inspection and witness test with the Company to occur within ten (10) business days of completion of the generating 
facility installation or as otherwise agreed to by the Company and the Customer. Unless indicated below, the Customer may not operate the generating 
facility until such inspection and witness test is successfully completed. Additionally, the Customer may not operate the generating tacility until all 
other tenns and conditions in the Application have been met. 

Call: __________ to schedule an inspection and witness test. 

Pre-Inspection operational testing not to exceed two (2) hours: ()Allowed ()Not Allowed 

If Company inspection and witness test is waived, operation of the generating facility may begin when installation is complete, and all other terms and 
conditions in the Application have been met. 

Additions, Changes, or Clarifications to Application Information: ()None ()As specified here: 

Approved by:----------------- Date: _______ _ 

Printed Name: __________________ Title: ________ _ 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-15 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-15 

TARIFF N.M.S. 
(Net Metering Service) 

Application for Interconnection and Net Metering- Level 2 

Use this Application fonn j'ol' connecting to the Kentucky Powe1· distribution system ami: 1.) the generating facility is not 
inverter based or is not certified by a nationally recognized testing lrtboratmy to meet the requirements t~f UL 1741 or 2.) 
does not meet any o.ft!Je additional cmulitions under a Levell Application (inveJ·ter basetl and less than or equal to 30kW 
generation). 

Submit this Application (along with the application fee of $1 00) to: 

DG Coordinator 
American Electric Power 
1 Riverside Plaza 

(Contact person listed is subject to change. 
Please visit our website for up-to-date 
information http://www.kentuckypower.com) 

Columbus, Ohio 43215-2373 
614-716-4020 Office I 614-716-1414 Fax 
dgcoordinator@aep.com 

Applicant 

Name:-----------------------------------------

Mailing Address:------------------------------------

City: ___________________ State: ______ Zip: ______ _ 

Project Contact Person:----------------------------------

Phone: C__j _______________ Phone: L__) ______________ _ 

E-mail Address: 
·----------------------·---~~~----~·--· 

Service Location 

Street Address:-------------------------------------

City: ______________________ State: _______ Zip: ______ _ 

Electric Service Account Number: -----------------------------

Alternate Contacts 

Provide names and contact information for other contractors, ;,1stallers, or engineering firms involved in the design and 

installation (!{the generatingfacihties: 

Company 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-16 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-16 

TARIFF N.M.S. 
(Net Metering Service) 

APPPLICATION FOR INTERCONNECTION AND NET METERING, 
LEVEL 2 - CONTINUED 

Equipment Qualifications 

Total Generating Capacity (leW) of the Generating Facility: _________________ _ 

Type of Generator: ( ) Inverter-Based ( ) Synchronous ( ) Induction 

Energy Source: ( ) Solar ( ) Wind ( ) Hydro ( ) Biogas ( ) Biomass 

Attach documentation showing that inverter is certified by a nationally recognizes testing laboratOJy to meet the 
requirements ofUL 1741. 

Attach site drawing or sketch showing locations of Kentucky Power Company meter, energy source, accessible 
disconnect switch and inverter. 

Attach single line drawing showing all electrical equipment from the metering location to the energy source including 
switches, fuses, breakers, panels, transformers, inverters, energy source, wire size, equipment ratings, and transformer 

connections. 

Expected Statt-up Date: ______________ _ 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-17 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-17 

TARIFF N.M.S. 
(Net Metering Service) 

Interconnection Agreement- Level 2 

This Interconnection Agreement (Agreement) is made and entered into this __ day of , 20 ~ by 
and between Kentucky Power Company (Company), and (Customer). 
Company and Customer are hereinafter sometimes referred to individually as "Party" or collectively as "Parties" 

Witnesseth: 

Whereas, Customer is installing, or has installed, generating equipment, controls, and protective relays and 
equipment (Generatiug Facility) used to interconnect and operate in parallel with Company's electric system, 
which Generatiug Facility is more fully described iu Exhibit A, attached hereto and incorporated herein by this 
Agreement, and as follows: 

Location: 

Generator Size and Type: 

Now, Therefore, in consideration thereof, Customer and Company agree as follows: 

Company agrees to allow Customer to intercmmect and operate the generatiug Facility iu parallel with the 
Company's electric system and Customer agrees to abide by Company's Net Meteriug Tariff and ail Terms and 
Conditions listed iu this Agreement including any additional conditions listed iu Exhibit A. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-18 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-18 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 2: 

To interconnect to the Kentucky Power Company (Company) distribution system, the customer's generating facility shall 
comply with the following terms and conditions: 

1 Company shall provide customer net metering services, without charge for standard metering equipment, 
through a standard kilowatt-hour metering system capable of measuring the flow of electricity in two (2) 
directions. If the customer requests any additional meter/meters or distribution upgrades are needed to monitor 
the flow in each direction, such installations shall be at the customer's expense. 

2 Customer shall install, operate, and maintain, at customer's sole cost and expense, any control, protective, or 
other equipment on the customer's system required by the Company's technical interconnection requirements 
based on IEEE 1547, the NEC, accredited testing laboratories such as Underwriters Laboratories, and the 
manufacturer's suggested practices for safe, efficient, and reliable operation of the generating facility in parallel 
with Company's electric system. Customer shall bear full responsibility for the installation, maintenance, and 
safe operation of the generating facility. Upon reasonable request from the Company, customer shall 
demonstrate generating facility compliance. 

3 The generating facility shall comply with, and the customer shall represent and warrant its compliance with: (a) 
any applicable safety and power quality standards established by the Institute of Electrical and Electronics 
Engineers (IEEE) and accredited testing laboratories such as Underwriters Laboratories (UL); (b) the National 
Electrical Code (NEC) as may be revised from time to time; (c) Company's rules, regulations, and Company's 
Terms and Conditions of Service as contained in Company's Retail Electric Tariff as may be revised from time 
to time with the approval of the Kentucky Public Service Commission (Commission); (d) the mles and 
regulations of the Commission, as such rules and regulations may be revised fi·om time to time by the 
Commission; and (e) all other applicable local, state, and federal codes and laws, as the same may be in effect 
from time to time. Where required by law, customer shall pass an electrical inspection of the generating facility 
by a local authority having jurisdiction over the installation. 

4 Any changes or additions to the Company's system required to accommodate the generating facility shall be 
considered excess facilities. Customer shall agree to pay Company for actual costs incun·ed for all such excess 
facilities prior to constTuction. 

5 Customer shall operate the generating facility in such a manner as not to cause undue fluctuations in voltage, 
intetmittent load characteristics, or otherwise interfere with the operation of Company's electric system. At all 
times when the generating facility is being operated in parallel with Company's electric system, customer shall 
so operate the generating facility in such a manner that no adverse impacts will be produced thereby to the 
service quality rendered by Company to any of its other customers or to any electric system interconnected with 
Company's electric system. Customer shall agree that the interconnection and operation of the generating facility 
is secondary to, and shall not interfere with, Company's ability to meet its primary responsibility of furnishing 
reasonably adequate service to its customers. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-19 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-19 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 2, continued 

6 Customer shall be responsible for protecting, at Customer's sole cost and expense, the generating facility fi·om 
any condition or disturbance on Company's electric system, including, but not limited to, voltage sags or swells, 
system faults, outages, loss of a single phase of supply, equipment failures, and lightning or switching surges, 
except that the Company shall be responsible for repair of damage caused to the generating facility resulting 
solely from the negligence or willful misconduct on the part of the Company. 

7 After initial installation, Company shall have the right to inspect and/or witness commissioning tests, as 
specified in the Levell or Level2 Application and approval process. Following the initial testing and inspection 
of the generating facility and upon reasonable advance notice to customer, Company shall have access at 
reasonable times to the generating facility to perform reasonable on-site inspections to verilY that the 
installation, maintenance and operation ofthe generating facility comply with the requirements of this tariff. 

8 For Level 2 generating facilities, where required by the Company, an eligible customer shall furnish and install 
on customer's side of the point of common coupling a safety disconnect switch which shall be capable of fully 
disconnecting the customer's energy generating equipment from Company's electric service under the full rated 
conditions of the customer's generating facility. The external disconnect switch (EDS) shall be located adjacent 
to Company's meters or the location of the EDS shall be noted by placing a sticker on the meter, and shall be of 
the visible break type in a metal enclosure which can be secured by a padlock. If the EDS is not located directly 
adjacent to the meter, the customer shall be responsible for ensuring the location of the EDS is properly and 
legibly identified for so long as the generating facility is operational. The disconnect switch shall be accessible 
to Company personnel at all times. The Company may waive the requirement for an EDS for a generating 
facility at its sole discretion, and on a case-by-case basis, upon review of the generating facility operating 
parameters and ifpennitted under the Company's safety and operating protocols. 

The Company shall establish a training protocol for line workers on the location and use of the EDS, and shall 
require that the EDS be used when appropriate, and that the switch be turned back on once the disconnection is 
no longer necessary. 

9 Company shall have the right and authority at Company's sole discretion to isolate the generating facility or 
require the customer to discontinue operation of the generating facility if Company believes that: (a) continued 
interconnection and parallel operation of the generating facility with Company's electric system creates or 
contributes (or may create or contribute) to a system emergency on either Company's or customer's electric 
system; (b) the generating facility is not in compliance with the requirements of this tariff, and the 
noncompliance adversely affects the safety, reliability or power quality of Company's electric system; or (c) the 
generating facility interferes with the operation of Company's electric system. In non-emergency situations, 
Company shall give customer notice of noncompliance including a description of the specific noncompliance 
condition and allow customer a reasonable time to cure the noncompliance prior to isolating the generating 
facilities. In emergency situations, when the Company is unable to immediately isolate or cause the customer to 
isolate only the generating facility, the Company may isolate the customer's entire facility. 

(Cont'd on Sheet No. 27-20) 

DATE OF ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS III 9~ -i'!J!J 
TITLE: Director Regulatory Services (:;/ 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 



Exhibit JAR-8 
Page 148 of 183

KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGiNAL SHEET NO. 27-20 
CANCELLiNG P.S.C. KY. NO. 10 SHEET NO. 27-20 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 2, continued 

10 Customer shall agree that, without the prior written permission fi·om Company, no changes shall be made to the 
generating facility as initially approved. Increases in generating facility capacity will require a new "Application 
for Interconnection and Net Metering" which will be evaluated on the same basis as any other new application. 
Repair and replacement of existing generating facility components with like components not resulting in 
increases in generating facility capacity is allowed without approval. 

II To the extent permitted by law, the customer shall protect, indemnity, and hold harmless the Company and its 
directors, officers, employees, agents, representatives and contractors against and from a11 loss, claims, actions 
or suits, including costs and attorneys fees, for or on account of any injury or death of persons or damage to 
property caused by the customer or the customer's employees, agents, representatives and contractors in 
tampering with, repaiting, maintaining or operating the customer's generating facility or any related equipment 
or any facilities owned by the Company except where such injury, death or damage was caused or contributed to 
by the fault or negligence of the Company or its employees, agents, representatives, or contractors. 

The liability ofthe Company to the customer for injury to person and property shall be govemed by the tariff(s) 
for the class of service under which the customer is taking service. 

12 The customer shall maintain general liability insurance coverage (through a standard homeowner's, commercial, 
or other policy). Customer shall provide Company with proof of such insurance at the time that application is 
made for net metering. 

13 By entering into an Interconnection Agreement, or by inspection, if any, or by non-rejection, or by approval, or 
in any other way, Company does not give any warranty, express or implied, as to the adequacy, safety, 
compliance with applicable codes or requirements, or as to any other characteristics, of the generating facility 
equipment, controls, and protective relays and equipment. 

14 Customer's generating facility is transferable to other persons or service locations only after notification to the 
Company has been made and verification that the installation is in compliance with this tariff. Upon written 
notification that an approved generating facility is being transferred to another person, customer, or location, the 
Company will verifY that the installation is in compliance with this tariff and provide written notification to the 
customer(s) within 20 business days. If the installation is no longer in compliance with this tariff, the Company 
will notifY the customer in writing and list what must be done to place the facility in compliance. 

15 The customer shall retain any and all Renewable Energy Credits (RECs) that may be generated by their 
generating facility. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-21 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-21 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 2, continued 

Effective Term and Termination Rights 

This Agreement becomes effective when executed by both parties and shall continue in effect until terminated. This 

Agreement may be te1minated as follows: (a) Customer may te1minate this Agreement at any time by giving the 

Company at least sixty (60) days' written notice; (b) Company may terminate upon failure by the Customer to continue 

ongoing operation of the generating facility; (c) either party may terminate by giving the other party at least thirty (30) 

days prior written notice that the other party is in default of any ofthe te1ms and conditions of the Agreement or the Rules 

or any rate schedule, tariff, regulation, contract, or policy of the Company, so long as the notice specifies the basis for 

termination and there is opportunity to cure the default; (d) the Company may terminate by giving the Customer at least 

thirty (30) days notice in the event that there is a material change in an applicable law, regulation or statute affecting this 

Agreement or which renders the system out of compliance with the new law or statute. 

IN WITNESS WHEREOF, the Parties have executed this Agreement, effective as of the date first above written. 

Customer Signature: 

Printed Name: 

Company Signature: 

Printed Name: 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-22 
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TARIFF N.M.S. 
(Net Metering Service) 

Interconnection Agreement- Level 2 
Exhibit A 

• Exhibit A will contain additional detailed infmmation about the Generating Facility such as a single line 
diagram, relay settings, and a description of operation. 

• When construction of the Company's facilities is required, Exhibit A will also contain a description and 
associated cost. 

• Exhibit A will also specifY requirements for a Company inspection and witness test and when limited operation 
for testing or full operation may begin. 
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KENTUCKY POWER COMPANY 

AVA !LABILITY OF SERVICE. 

P.S.C. KY. NO.lO ORIGINAL SHEET NO. 28-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 28-1 

TARlFFC.C. 
(Capacity Charge) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D. 2, S.O.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., 
L.G.S.,L.G.S.-T.O.D., I.G.S. C.S.-I.R.P., M.W., O.L. and S.L. 

Service Tariff 
All Other 

Energy Charge per KWH per month $ 0.001182 $ 0.000659 

RATE CALCULATION. 

1. Pursuant to the final order of the Kentucky Public Service Commission in Case No. 2004-00420 and the Settlement and 
Stipulation Agreement dated October 20, 2004 as filed and approved by the Commission, Kentucky Power Company is to 
recover from retail ratepayers the supplemental annual payments tied to the 18-year extension of the Rockport Unit Power 
Service Agreement (UPSA). Kentucky Power will apply surcharges designed to enable recovery from each tariff class of 
customers, an annual supplemental payment of$5.1 million annually in Years 2005 through 2009, and then increases to $6.2 
million annually in Years 2010 through 2021, and then decreases to $5,792,329 in Year 2022. 

2. Kentucky Power will be entitled to receive these annual supplemental payments in addition to the base retail rates established 
by the Commission. The costs associated with the underlying Rockport Unit 1 and 2 UPSA will continue to be included in 
base rates. 

T 
T 

T 

I R 

3. The increased annual revenues will be generated by two different KWH rates, one for I.G.S. tariff customers and one for All T 
Other tariff customers. 

4. The allocation of the additional revenues to be collected from the I.G.S. tariff customers and All Other tariff customers will T 
be based upon the total annual revenue of each of the two-customer classes. Once the additional revenues have been 
allocated between the two customer classes based upon total annual Kentucky retail revenue, the additional revenue will be 
collected within the two customer classes (I.G.S. and All Other tariffs) on a KWH basis. The KWH rate to be applied to each T 
of these two customer class groups shall be sufficient to generate that portion of the total increase in annual revenues equal to 
the percentage of total annual revenues produced by each of the two customer class groups (I.G.S. and AJI Other tariffs). T 

5. The Stipulation and Settlement Agreement is made upon the express agreement by the Pmties that the receipt by Kentucky 
Power of the additional revenues called for by Section III(l)(a) and III(l)(b) shall be accorded the ratcmaking treatment set 
out in Section III. In any proceeding affecting the rates of Kentucky Power during the extension of the UPSA under this 
Stipulation and Settlement Agreement, the provisions of Section III are an express exception to Section VI(4) of the 
Stipulation and Settlement Agreement. 

6. The Capacity Charge factors will be applied to bills monthly and will be shown on the Customer's bill as a separate line item. 
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KENTUCKY POWER COMPANY 

RATE CALCULATION. (Cont'dl 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 28-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 28-2 

TARIFFC.C. 
(Capacity Charge) Cont'd 

7. The capacity charge will be adjusted annually to recover amounts authorized by the Commission. 

The annual adjustment shall be detem1incd as follows: 

A. Calculate the revenue over I under collection for the previous 12 month period, REVbilled- REV settlement= 

REVdiff 

B. Calculate the revenue requirement for the upcoming 12 month period, REVscttlcment + REVdiff= REV authorized 

C. Calculate Capacity Charge Rates for the upcoming 12 month period, 

REVautl10rized x (REVIGS I REVTotal) 
IGS Capacity Charge 

kWhiGS 

REVautholized x (REV AU Other I REVTotal) 
All Other Capacity Charge ~ 

k WhAll Other 
Where: 

"REVTotal" is the total revenue billed during the most recently available 12 month period. 

"REVIGS" is the total IGS customer class revenue billed during the most recently available 12 month period. 

"REV All Other" is the revenue billed from all other customer classes during the most recently available 12 month period. 

"kWhlGS" is the IGS customer class total kWh billed during the most recently available 12 month period. 

"kWhAll Otl1er" is the total kWh billed to all customer classes other tl1an IGS during the most recently available 12 month period. 

"REVbilled" is the total capacity charge revenue billed during the most recently available 12 month period. 

"REV settlement" is the $6.2 million amount authorized to be billed during the 12 month period. 

"REVdiff' is the difference between capacity charge revenues billed and what the Company is authorized to collect in a 12 
month period. 

"REV authorized" is the capacity charge amount to be billed over the upcoming 12 month period. 

8. The annual Capacity Charge Adjustment shall be filed with the Commission ten (10) days before it is scheduled to go into effect, 

along with all necessary supporting data to justify the amount of the adjustments, which shall include data and information as may 

be required by the Commission. 

Copies of all documents required to be filed with the Commission shall be open and made available for public inspection at the 

N 

office of the Public Service Commission pursuant to the provisions of KRS 61.870 to 61.884. N 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-1 
CANCELLING P.S.C. KY. NO.lO SHEET NO. 29-l 

TARIFF E.S. 
(Environmental Surcharge) 

APPLICABLE. 

To Tarifti; R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D. 2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.ll., 
L.G.S., L.G.S.-T.O.D., l.G.S., C.S.- l.R.P., M.W., O.L., and S.L. 

The environmental surcharge shall provide for monthly adjustments based on a percent of revenues, equal to the difference between tile 
environmental compliance costs in the base period as provided in Paragraph J 2 below and in the current period as provided in Paragraph 3 
below. 

The retail share of the revenue requirement will be allocated between residential and non-residential retail customers based upon their respeclive 
total revenues during the previous calendar year. The Environmental Surcharge will be implemented as a percentage or total revenues for the 
residential class and as a percentage of non-rue! revenues for all other customers. 

2. 

I. Monthly Environmental Surcharge Gross Revenue Requirement, E{m) 

Where: E(m) 
CRR 
BR.R 

H<lSC Period Revenue Requirement, BRR 

CR.R- BR.R 
Current Period Revenue Requirement for the Expense Month. 
Base Period Revenue Requirement. 

BR.R The Following Monthly Amounts: 

Billing Month 

JANUARY 
PEBRUARY 
MARCfJ 
APRIL 
MAY 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 

DATE OF ISSUE: December 23, 20I4 

DJ\ TE EPFECTIVE: 

ISSUED BY: JOl-IN A ROGNESS Ill 

TITLE: Director Regulatory Services 

Base Net 
Environmental Costs 

$ 2,750,9I9 
2,738,884 
2,85I,53 I 
2,909,965 
2,897,250 
2,835,973 
3,567,407 
3,319,549 
3,378,515 
3,097,929 
2,994,579 
2996160 

$ 36.338 660 
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KENTUCKY POWER COMPANY 

RATE (Cant' d) 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-2 

TARIFF E.S. (Con!' d) 
(Environmental Surcharge) 

In accordance with the Stipulation and Settlement Agreement approved by the Commission by its Order dated October 7, 2013 in N 
Case No. 2012-00578, the Mitchell FGD and all related associated costs are not included in base rates or the Base Revenue 
Requirement but will be included in the Current Period Revenue Requirement. The Mitchell FGD will be excluded ti·om Base Rates 
at least until June 30, 2020. N 

3. Current Period Revenue Requirement, CRR 

CRR~[((RBKP(c))(RORKP(cJ)/12) + OEKI'(c) + [((RBIM(oJ) (RORIM(o))/12) + OEIM(c)J (.15)- AS] 

Where: 
RBKP(C) 

RORKP(C) 

RBIM(C) 

RORIM(C) 

OEIM(C) 

AS 

Environmental Compliance Rate Base for Mitchell. 

Annual Rate of Return on Mitchell Rate Base; 
Annual Rate divided by 12 to restate to a Monthly Rate of' Return. 

Monthly Pollution Control Operating Expenses for Mitchell. 

Environmental Compliance Rate Base for Rockport. 

Annual Rate of Return on Rockport Rate Base; 
Annual Rate divided by 12 to restate to a Monthly Rate or Return. 

Monthly Pollution Control Operating Expenses for Rockport. 

Net proceeds hom the sale of Title IV and CSAPR S02 emission allowances, 
ERCs, and NOx emission allowances, reflected in the month 
of receipt. 

"KP(C)" identities components from Mitchell Units- Current Period, and "IM(C)" identities components from the 
Indiana Michigan Power Company's Rockport Units- Current Period. 

The R<ltc Base for both Kentucky Power and Rockport should reflect the current costs associated with the 1997 Plan, attJ the 2003 Plan, the 
2005 Pbn, the 2007 Plan and the 2014 Plan. The Rate Base 10r Kentucky Power should also include a cash working capital allowance based 
on the 118 f(}rmula approach, due to the inclusion of Kentucky Power's accounts receivable financing in the capital structure and weighted 
average cost of capital. The Operating Expenses for both Kentucky Power and Rockport should retlect the current operating expenses 
associated \Vith the 199 Plan, the 2003 Plan, the 2005 Plan, the 2007 Plan, and the 2014 Plan. 

The Rate of Return !Or Kentucky Power is I 0.62% rate of return on equity as authorized by the Commission in its Order Dated 
XXXXXXXXX in Case No. 20 14-00396. 

The Rate of Return tOr Rockport should reflect the requirements of the Rockport Unit Power Agreement 

Net Proceeds n·om the sale of emission allowances and ERCs that reflect net gains will be a reduction to the Current Period Revenue 
Requirement, while net losses will be an increase. 

The Current Period Revenue Requirement will reflect the balances and expenses as of the Expense Month of the filing. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-3 

RATE (Cont'd) 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-3 

TARIFF E.S. (Cont'd) 
(Environmental Surcharge) 

4. Revenue Allocation 

Residential Allocation RA(m) ~ 

All Other Allocation OA(m) 

KY Residential Retail Revenue RR(b) 
KY Retail Revenue R(b) 

KY All Other Classes Retail Revenue OR(b) 
KY Retail Revenue R(b) 

Where: 
(m) ~the expense month 
(b) ~most recent calendar year revenues 

5. Environmental Surcharge Factor 

Where: 

Residential Monthly Environmental Surcharge Factor Net KY Retail E(m) * RA< m) 
KY RR(m) 

All Other Monthly Environmental Surcharge Factor Net KY Retail E(m) * AO(m) 
KY OR(m)- KY OF(m) 

Net KY Retail E(m) Monthly E(m) allocated to Kentucky Retail Customers, net of' Over/ 
(Under) Recovery Adjustment; Allocation based on Percentage of 
Kentucky Retail Revenues to Total Company Revenues in the Expense 
Month. 

(For purposes of this formula, Total Company Revenues do not include Non wPhysical Revenues.) 

RR(m) =Kentucky Residential Retail Revenues for the Expense Month. 

OR(m) =Kentucky All Other Classes Retail Revenues for the Expense Month 

OF(m) =Kentucky All Other Classes Fuel Revenues for the Expense Month 

(Cont'd on Sheet No. 29-4) 
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KENTUCKY POWER COMPANY I'.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-4 

TARIFF E.S. (Cont'd) 
(Environmental Surcharge) 

RATE (Cont'dl 

6. Environmental costs "E" shall be the Company's costs of compliance with the Clean Air Act and those 
environmental requirements that apply to coal combustion wastes and by-products, as follows: 

Total Company: 
• return on Title IV and CASPR S02 allowance inventory 

• over/under recovery balances between the actual costs incurred less the amount collected 
through the environmental surcharge 

• costs associated with any Commission's consultant approved by the Commission 

• costs associated with the consumption Title IV and CSJ\PR ofS02 allowances 

• costs associated with the consumption ofNOx allowances 

• return on NOx allowance inventory 

• costs associated with maintaining approved pollution control equipment including material and 
contract labor (excluding plant labor) 

• Costs associated with consumables used in coqjunction with approved environmental pn~jects. 

The Company's share of costs associated with the following environmental equipment at the Rockport Plant: 

• Continuous Emissions Monitors 

Air Emission fees 

• Costs Associated with the Rockport Unit Power Agreement 

Activated Carbon Injection 

Mercury Monitoring 

• Precipitator Modifications 

• Dry Sorbcnt Injection 

• Coal Combustion Waste Landfill 

Low NOx burners, over~ fire air, Landiill 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-5 

RATE (Coni' d) 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-5 

TARIFF E.S. (Con!' d) 
(Environmental Surcharge) 

The Company's share of costs associated with the following environmental equipment at the Mitchell Plant 

• Mitchell Unit Nos l and 2 Water Injection, Low NOx burners, Low NOx burner ModificHtion, SCR fGD, 
Landfill, Coal Blending facilities and S03 Mitigation 

• Mitchell Plant Common CEMS, Replace Burner Barrier Valves and Gypsum Material Handling facilities 

Air Emission Fees 

Precipitator Modifications and Upgrades 

Coal Combustion Waste Landfill 

Bottom Ash and Fly Ash Handling 

• Mercury Monitoring (MATS) 

Dry Fly Ash Handling Conversion 

7. The monthly environmental surcharge shall be filed with the Commission ten (10) days before it is scheduled to go into cit'ect, along 
with nl! necessary suppmting data to justify the amount of the adjustments which shall include data and information as may be 
required by the Commission. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 31-1 
CANCELLING P.S.C. KY. NO.IO SHEET NO. 31-1 

AVAILABILITY OF SERVICE. 

RIDER G.P.O. 
(Green Pricing Option Rider) 

Available to customers taking metered service under the Company's R.S., R.S.-L.M.-T.O.D., Experimental R.S.-T.O.D.2, S.G.S., 
S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., L.G.S., L.G.S.-T.O.D., I.G.S., C.S.-I.R.P. and M.W. tariffs. T 

Participation in this program may be limited by the ability of the Company to procure renewable energy certificates (RECs) :fi·om Renewable 
Resources. If the total of all kWh under contract under this Rider equals or exceeds the Company's ability to procure RECs, the Company 
may suspend the availability ofthis Rider to new participants. 

CONDITIONS OF SERVICE. 

Customers who wish to support the generation of electricity by Renewable Resources may contract to purchase each month a specific number 
of fixed kWh blocks, where each block equals 100 kWh. Customers may elect to purchase a minimum of one (l) block per month and a 
maximum of 500 blocks per month. 

Renewable Resources shaH be defined as Wind, Solar Photovoltaic, Biomass CowFiring of Agricultural crops and all energy crops, Hydro (as 
certified by the Low Impact Hydro Institute), Incremental Improvements in Large Scale Hydro, Coal Mine Methane, Landfill Gas, Biogas 
Digesters, Biomass CowFiring of All Woody Waste including mill residue, but excluding painted or treated lumber. Only Renewable 
Resources brought into service on or after January 1, 1997 shall qualify. 

In addition to the monthly charges determined according to the Company's tariff under which the customer takes metered service, the 
customer shall also pay the following rate for each fixed kWh block under contract regardless of the customer's actual energy consumption 
during that month. The charge will be applied to the customer's bill as a separate line item. 

The Company will provide customers at least 30wdays' advance notice of any change in the Rate. At such time, the customer may modify or 
cancel their automatic monthly purchase agreement. Any cancellation will be effective at the end of the current billing period when notice is 
provided. 

Charge ($ per I 00 kWh block): $ 2. 00/month 

This is a voluntary program. Customers may participate through a onewtime purchase, or establish an automatic monthly purchase 
agreement. Any payments under this program are nonrefundable. 

SPECIAL TERMS AND CONDITIONS. 

This Rider is subject to the Company's Terms and Conditions of Service and all provisions of the tariff under which the customer takes 
service, including all payment provisions. The Company may deny or terminate service under this Rider to customers who are delinquent 
in payment to the Company. 

Funds collected under this Green Pricing Option Rider will be used solely to purchase RECs for the program. 
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AVAILABILITY OF SERVICE. 

P.S.C. KY. NO.lO ORIGINAL SHEET NO. 32-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 32-1 

RIDER A.F.S. 
(Alternate Feed Service Rider) 

Standard Alternate Feed Service (AFS) is a premium service providing a redundant distribution service provided through a 
redundant distribution line and distribution station t:ransfonner, with automatic or manual switch-over and recovery, which 
provides increased reliability for distribution service. Rider AFS applies to those customers requesting new or upgraded 
AFS after the effective date of this rider. Rider AFS also applies to existing customers that desire to maintain redundant 
service when the Company must make expenditw·es in order to continue providing such service. 

Rider AFS is available to customers who request a primary voltage alternate feed and who normally take service under 
Tariffs M.G.S., M.G.S. TOO, L.G.S., L.G.S.-TOD, I.G.S., or M.W. for their basic service requirements, provided that the T 
Company has adequate capacity in existing distribution facilities, as dete~mined by the Company, or if changes can be 
made to make capacity available. AFS provided under this rider may not be available at all times, including emergency 
situations. 

SYSTEM IMPACT STUDY CHARGE. 

The Company shall charge the customer for the actual cost incurred by the Company to conduct a system impact study for 
each site reviewed. The study will consist of, but is not limited to, the following: (1) identification of customer load 
requirements, (2) identification of the potential facilities needed to provide the AFS, (3) detennination of the impact of 
AFS loading on all electrical facilities under review, (4) evaluation of the impact of the AFS on system protection and 
coordination issues including the review of the transfer switch, (5) evaluation of the impact of the AFS request on system 
reliability indices and power quality, (6) development of cost estimates for any required system improvements or 
enhancements required by the AFS, and (7) documentation of the results of the study. The Company will provide to the 
customer an estimate of charges for this study. 

EQUIPMENT AND INSTALLATION CHARGE. 

The customer shall pay, in advance of construction, a nomefuodable amount for all equipment and installation costs for all 
dedicated and/or local facilities provided by the Company required to fum ish either a new or upgraded AFS. The payment 
shall be grossed-up for federal and state taxes, assessment fees and gross receipts taxes. The customer will not acquire any 
title in said facilities by reason of such payment. The equipment and installation charge shall be dete1mined by the 
Company and shall include, but not be limited to, the following: (I) all costs associated with the AFS dedicated and/or 
local facilities provided by the Company and (2) any costs or modifications to the customer's basic service facilities. 

The customer is responsible for all costs associated with providing and maintaining phone service for use with metering to 
notifY the Company of a transfer of service to the AFS or retum to basic service. 

TRANSFER SWITCH PROVISION. 

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

(Cont'd on Sheet No. 32-2) 
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RIDER A.F.S. 

(Alternate Feed Service Rider) 

TRANSFER SWITCH PROVISION (CONTINUED). 

Existing AFS customers, who receive basic service at primary voltage and are served via a Company-owned transfer 
switch and control module, may elect for the Company to continue ownership of the transfer switch. When the Company
owned transfer switch and/or control module requires replacement, and the customer desires to continue the AFS, the 
customer shall pay the Company the total cost to replace such equipment which shall be grossed up for federal and state 
taxes, assessment fees and gross receipts taxes. In addition, the customer shall pay a monthly rate of $14.25 for the 1 
Company to annually test the transfer switch I control module and the customer shall reimburse the Company for the 
actual costs involved in maintaining the Company-owned transfer switch and control module. 

In the event a customer receives basic service at secondary voltage and requests AFS, the Company will provide the AFS 
at primary voltage. The Company will install, own, maintain, test, inspect and operate the transfer switch and control 
module. The customer shall pay the Company a nonrefundable amount for all costs associated with the transfer switch 
installation. The payment shall be grossed-up for federal and state taxes, assessment fees and gross receipts taxes. In 
addition, the customer is required to pay the monthly rate for testing and ongoing maintenance costs defined above. When 
the Company-owned transfer switch and/or control module requires replacement, and the customer desires to continue the 
AFS, customer shall pay the Company the total cost to replace such equipment which shall be grossed up for federal and 
state taxes, assessment fees and gross receipts taxes. 

After a tTansfer of service to the AFS, a customer utilizing a manual or semi-automatic transfer switch shall return to the 
basic service within one (1) week or as mutually agreed to by the Company and customer. In the event system constraints 
require a transfer to be expedited, the Company will endeavor to provide as much advance notice as possible to the 
customer. However, the customer shall accomplish the transfer back to the basic service within ten minutes if notified by 
the Company of system constraints. In the event the customer fails to return to basic service within 12 hours, or as 
mutually agreed to by the Company and customer, or within ten minutes of notification of system constraints, the 
Company reserves the right to immediately disconnect the customer's load from the AFS source. If the customer does not 
retru·n to the basic service as agreed to, or as requested by the Company, the Company may also provide 30 days' notice to 
terminate the AFS agreement with the customer. 

The customer shall make a request to the Company for approval three days in advance for any planned switching. 

MONTHLY AFS CAPACITY RESERVATION DEMAND CHARGE. 

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

The Monthly AFS Capacity Reservation Demand Charge for the reservation of distribution station and primary lines is 
$6.25 per kW. I 

AFS CAP A CITY RESERVATION. 

The customer shall reserve a specific amount of AFS capacity equal to, or less than, the customer's normal maximum 
requirements, but in no event shall the customer's AFS capacity reservation under this rider exceed the capacity 
reservation for the customer's basic service under the appropriate tariff. The Company shall not be required to supply AFS 
capacity in excess of that reserved except by mutual agreement. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 32-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 32-3 

RIDER A.F.S. 
(Alternate Feed Service Rider) 

AFS CAPACITY RESERVATION (continued). 

If the customer plans to increase the AFS demand at anytime in the future, the customer shall promptly notizy the 
Company of such additional demand requirements. The customer's AFS capacity reservation and billing will be adjusted 
accordingly. The customer will pay the Company the actual costs of any and all additional dedicated and/or local facilities 
required to provide AFS in advance of construction and pursuant to an AFS construction agreement. If customer exceeds 
the agreed upon AFS capacity reservation, the Company reserves the right to disconnect the AFS. If the customer's AFS 
metered demand exceeds the agreed upon AFS capacity reservation, which jeopardizes company facilities or the electrical 
service to other customers, the Company reserves the right to disconnect the AFS immediately. If the Company agrees to 
allow the customer to continue AFS, the customer will be required to sign a new AFS agreement reflecting the new AFS 
capacity reservation. In addition, the customer will promptly notizy AEP regarding any reduction in the AFS capacity 
reservation. 

The customer may reserve partial-load AFS capacity, which shall be less than the customer's full requirements for basic 
service subject to the conditions in this provision. Prior to the customer receiving partial-load AFS capacity, the custOmer 
shall be required to demonstrate or provide evidence to the Company that they have installed demand-controlling 
equipment that is capable of curtailing load when a switch has been made fi·om the basic service to the AFS. The 
Company reserves the right to test and verizy the customer's ability to cmtail load to meet the agreed upon pmtial-load 
AFS capacity reservation. 

DETERMINATION OF BILLING DEMAND. 

Full-Load Requirement: 
For customers requesting AFS equal to their load requirement for basic service, the AFS billing demand shall be 

taken each month as the single-highest IS-minute integrated peak as registered during the month by a demand meter or 
indicator, but the monthly AFS billing demand so established shall in no event be less than the greater of (a) the 
customer's AFS capacity reservation, or (b) the customer's highest previously established monthly billing demand on the 
AFS during the past II months, or (c) the customer's basic service capacity reservation, or (d) the customer's highest 
previously established monthly billing demand on the basic service during the past II months. 

Pmtial-Load Requirement: 
For customers requesting pmtial-load AFS capacity reservation that is less than the customer's full requirements 

for basic service, the AFS billing demand shall be taken each month as the single-highest IS-minute integrated peak on the 
AFS as registered during the month by a demand meter or indicator, but the monthly AFS billing demand so established 
shall in no event be less than the greater of (a) the customer's AFS capacity reservation, or (b) the customer's highest 
previously established monthly metered demand on the pmtial-load AFS during the past II months. 

DELAYED PAYMENT CHARGE. 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of 5% 
of the unpaid balance will be made. 
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TERMS OF CONTRACT. 

RIDER A.F.S. 
(Alternate Feed Service Rider) 

The AFS agreement under this rider will be made for a period of not less than one year and shall remain in effect thereafter 
until either party shall give at least six months' written notice to the other of the intention to discontinue service under the te1ms 
of this Iider. 

Disconnection of AFS under this rider due to reliability or safety concerns associated with customer-owned transfer 
switches will not relieve the customer of payments required hereunder for the duration of the agreement term. 

SPECIAL TERMS AND CONDITIONS. 

This rider is subject to the Company's Tenns and Conditions of Service. 

Upon receipt of a request fi·om the customer for non-standard AFS (AFS which includes unique service characteristics different 
fi·om standard AFS), the Company will provide the customer with a written estimate of all costs, including system impact study 
costs, and any applicable unique te1ms and conditions of service related to the provision of the non-standard AFS. An AFS 
agreement will be filed with the Commission under the 30-day filing procedures. The AFS agreement shall provide full 
disclosure of all rates, tenus and conditions of service under this rider, and any and all agreements related thereto. 

The Company will have sole responsibility for detennining the basic service circuit and the AFS circuit. 

The Company assumes no liability should the AFS circuit, transfer switch, or other equipment required to provide AFS fail to 
operate as designed, is unsatisfactory, or is not available for any reason. 

DATEOFISSUE: December23 2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A ROGNESS Ilk~ -=oo ---
TITLE: Director Regulatory Services ~ (_.=.__ 
By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 



Exhibit JAR-8 
Page 167 of 183

KENTUCKY POWER COMPANY 

APPLICABLE. 

To all Tariff Schedules. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 33-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 33-1 

U.G.R.T. 
(Utility Gross Receipts Tax) 

(School Tax) 

This tariff schedule is applied as a rate increase pursuant to KRS 160.617 to all other tariff schedules for the recovety by 
the utility of the utility gross receipts license tax imposed by the applicable school district pursuant to KRS 160.613 with 
respect to the customer's bill. The current utility gross receipts license tax for school imposed by a school district may 
not exceed 3%. The utility gross receipts license tax shall appear on the customer's bill as a separate line item. 
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KENTUCKY POWER COMPANY 

APPLICABLE. 

To all Tariff Schedules. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 34-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 34-1 

K.S.T. 
(Kentucky Sales Tax) 

This tariff schedule is applied as a rate increase to all other applicable tariff schedules for the recovery by the utility 
pursuant to KRS 139.210 of the Kentucky Sales Tax imposed by KRS 139.200 for all customers not exempted by IillS 
139.470(8). For any other exempt customers, an exemption certification must be received and on file with the Company. 
The Kentucky Sales Tax rate is cu!1'ently imposed by the Conunonwealth of Kentucky at the rate of 6%. The Kentucky 
Sales Tax shall appear on the customer's bill as a separate line item. 
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KENTUCKY POWER COMPANY 

APPLICABLE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 35-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 35-1 

TARIFF P.P.A. 
(Purchase Power Adjustment) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D.2, S.O.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., T 
L.G.S., L.G.S.-T.O.D., I.G.S., C.S.- I.R.P., M.W., O.L. and S.L. 

L In accordance with the Stipulation and Settlement Agreement approved as modified by the Commission by its Order 
dated October 7, 2013 in Case No. 2012M00578, the purchase power adjustment shall provide for monthly adjustments 
based on a percent of revenues, calculated to six decimal places and equal to the net costs of any power purchases in the 
current period according to the following formula: 

Monthly Purchase Power Adjustment Factor Net KY Retail P(m) 
KY Retail R(m) 

Where: 
Net KY Retail P(m) ~ 

KY Retail R(m) ~ 

Monthly P(m) allocated to Kentucky Retail Customers, net of Over/(Under) Recovery 
Adjustment; Allocation based on Percentage of Kentucky Retail Revenues to Total 
Company Revenues in the Expense Month (m). (For purposes of this formula, Total 
Company Revenues include only Retail and Full-Requirements Wholesale revenues.) 

Kentucky Retail Revenues for the Expense Month (m). 

2. The net costs of any power purchased shall exclude costs recovered through the Fuel Adjustment Clause and shall be 
computed as the sum of the following items: 

a. PPA(m) =The cost of power purchased by the Company through new Purchase Power Agreements (PPAs). 
All new PPAs shall be approved by the Commission to the extent required by KRS 278.300. 

b. RP(m) = The cost of fuel related substitute generation less the cost of fuel which would have been used in 
plants suffering forced generation or transmission outages. 

c. PE(m)= The cost of power purchased unrelated to forced generation or transmission outages that are 
calculated in accordance with the peaking unit equivalent methodology. 

d. CSIRP(m) =The cost of any credits provided to customers under Tariff C.S.-l.R.P. for intenuptible service. 

Monthly P(m) ~ PPA(m) + RP(m)+PE(m) + CSIRP(m) 

3. The monthly purchase power adjustment shall be filed with the Commission ten (10) days before it is scheduled to go 
into e.ITect, along with all the necessary supporting data to justify the amount of the adjustment, which shall include 
data, and information as may be required by the Commission. 

4. Copies of all documents required to be filed with the Commission shall be open and made available for public 
inspection at the office of the Public Service Commission pursuant to the provisions ofKRS 61.870 to 61 .884. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 36-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 36-1 

TARIFF A.T.R. 
(Asset Transfer Rider) 

APPLICABLE. 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.·T.O.D., Experimental R.S.-T.O.D.2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., L.G.S., 
L.G.S.-T.O.D., I.G.S., C.S.-I.R.P., M.W., O.L. and S.L. 

In accordance with the Stipulation and Settlement Agreement approved as modified by the Commission by its Order dated October 7, 
2013 in Case No. 2012-00578, Kentucky Power Company is to recover from retail ratepayers $44 million annually beginning January 
I, 2014. 

Recovery under Tariff A.T.R. shall terminate on the effective date of new base rates for the Company that include Mitchell Units I 
and 2, except that the Company shall recover through the Residential Asset Transfer Adjustment and the All Other Classes Transfer 
Adjustment such amounts as required to ensure the Company recovers in the year new base rates for the Company are established 
that include Mitchell Units I and 2 a pro rata share (computed on a 365-day annual basis) of the $44 million annual revenue 
requirement under Tariff A T.R .. 

1. The allocation of the $44 miilion revenue requirement between residential and all other customers shall be based upon their 
respective contribution to total retail revenues for the twelve month period ended September 30, 2013, according to the following 
formula: 

Residential Allocation RA(m) ~ $44,000,000 x KY Residential Retail Revenue RR(b) ~ $1,541,861 
12 months KY Retail Revenue R(b) 

All Other Allocation OA(m) ~ $44 000 000 x KY All Other Classes Retail Revenue OR(b) ~ $2,124,806 
12 months KY Retail Revenue R(b) 

Where: 
(m) =the expense month; 
(b)~ twelve month period ended September 30, 2013. 

RR(b) ~ $214,421,664 
OR(b) ~ $295,489,874 
R(b) ~ $509,911,538 

2. The Residential Asset Transfer Adjustment shall provide for monthly adjustments based on a percent of total revenues, calculated to 
six decimal places according to the following formula: 

Residential Asset Transfer Adjustment Factor Net Monthly Residential Allocation NRACm) 

Where: 
Net Monthly Residential Allocation NRA(m) 

Residential Retail Revenue RR(m) 

Residential Retail Revenue RR(m) 

Monthly Residential Allocation RA(m), net of Ovcr/(Under) 
Recovery Adjustment; 

Monthly Retail Revenue for all KY residential classes for the 
expense month (m). 

3. The All Other Classes Asset Transfer Adjustment shall provide for monthly adjustments based on a percent of non-fuel revenues, 
calculated to six decimal places according to the following formula: 

All Other Classes Asset Transfer Adjustment Factor Net Monthly All Other Allocation NOACm) 

Where: 
Net Monthly All Other Allocation NOA(m) 

All Other Classes Non-Fuel Retail Revenue ONR(m) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 36-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 36-2 

RATE. (Cont'dl 

TARIFF A.T.R. 
(Asset Transfer Rider) 

5. The monthly asset transfer rider adjustments shall be filed with the Commission ten (1 0) days before it is scheduled to 
go into effect, along with all the necessary supporting data to justify the amount of the adjustments, which shall 
include data, and information as may be required by the Commission. 

6. Copies of all documents required to be filed with the Commission shall be open and made available for public 
inspection at the otlice of the Public Service Commission pursuant to the provisions ofKRS 61.870 to 61.884. 

DATE OF ISSUE: December 23.2014 

DATE EFFECTIVE: Service Rendered On And Aller January 23. 2015 

ISSUED BY: JOHN A. ROGNESS III 9~n; 1.-~ 
TITLE: Director Regulatorv Services l~~/// ' 
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!KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 37- 1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 37-1 

TARIFF E.D.R. 
(Economic Development Rider) 

To encourage economic development in the Company's service tenitory, limited-term reductions in billing demand charges 
described herein are offered to qualifying new and existing retail customers who make application for service under this Rider. 

Service under this Economic Development Rider (EDR) is intended for specific types of commercial and industrial customers 
whose operations, by their nature, will promote sustained economic development based on plant and facilities investment and 
job creation. Availability is limited to customers on a first-come, frrst-served basis until such time as a total of 250 MW of 
new load has been added to Kentucky Power's system under the EDR. The EDR is available to commercial and industrial 
customers served under Tariffs L.G.S., Q.P. or C.I.P.-T.O.D. who meet the following requirements: 

(1) A new customer must have at least a monthly maximum billing demand of 500 leW. An existing customer must 
increase its monthly maximum billing demand by at least 500 leW over the current Base Maximum Billing Demand in 
order to receive the Incremental Billing Demand Discount (IBDD). 

(2) A new customer, or the business expansion by an existing customer, will receive a Supplemental Billing Demand 
Discount (SBDD) for creating and sustaining at least 25 new pe1manent full time jobs over tbe contract term at the 
service location. The Company reserves the right to verify job counts. Failure to demonstrate the creation of new 
employment positions or to maintain the employment during the contract term will result in the tennination of the 
supplemental discount. 

(3) The customer must demonstrate to the Company's satisfaction that, absent the availability of this EDR, the qualifying 
new or increased electrical demand would be located outside of the Company's service tenitory or would not be 
placed in service. 

TERMS AND CONDITIONS. 

(I) The Company will offer the EDR to qualifying customers with new or increased load when the Company has 
sufficient generating capacity available. When sufficient generating capacity is not available, the Company will 
procure the additional capacity on the customer's behalf. The cost of capacity procured on behalf of the customer 
shall reduce on a dollar-for-dollar basis the customer's IBDD and SBDD. Such reduction shall be capped so that the 
customer's maximum demand charge shall be the non-discounted tariff demand charge. The reduction will be 
applied in reverse chronological order beginning with the most recent customer to receive discounted service under 
this tariff. Last customer to sign up for the EDR tariff would be the frrst customer responsible for paying the cost of 
incremental capacity purchases. In any year during the discount period in which the customer pays the full tariff 
demand charge for all twelve months, the Company will reduce the term of the contract by one year. 

(2) The new or increased load cannot accelerate the Company's plans for additional generating capacity during the 
period for which the customer receives a demand discount. Customers receiving Tempormy Service are not eligible 
for this EDR. 

(3) To receive service under this EDR, the customer shall make written application to the Company with sufficient 
infonnation contained therein to determine the customer's eligibility for service. At a minimum, such information 
will include: 

(Cont'd on Sheet 37-2) 
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2KENTUCKY POWER COMPANY 

TERMS AND CONDITIONS-(Cont'd). 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 37-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 37-2 

TARIFF E.D.R. (Cont'd) 
(Economic Development Rider) 

a. A description and good faith estimate of the new or increased load to be served during each year of the contract, 
b. The number of new employees or jobs that will be added as a result of the new load, 
c. A description of the anticipated capital investment, and 
d. A description of all other federal, state or local economic development tax incentives, grants, or any other 

incentives I assistance associated with the new or expanded project. 
e. A statement that without the EDR discount, the customer would locate elsewhere or chose not to expand within 

Kentucky Power's service tenitory. 

(3) For new and existing customers, billing demands for which reductions will be for service at a new service location or 
expanded production at an existing facility and not merely the result of a change of ownership. Relocation of the 
delivery point of the Company's service, moving existing equipment from another KPCo-served location or load 
transfers from another KPCo-served location do not quali:ty as a new service location. Relocating existing facilities 
from within the Company's service territmy shall not disquali:ty the customer fi·om the IBDD as long as the new 
relocated facility exceeds the Base Maximum Billing Demand of the previous facility by the minimum required 
amount. 

(4) For existing customers, billing demands for which deductions will be applicable under this EDR shall be the result of 
an increase in business activity and not merely the result of resumption of normal operations following a force 
majeure, strike, equipment failure, renovation or refurbishment, or other such abnormal operating condition. In the 
event that such an occurrence has taken place prior to the date of the application by the customer for service under this 
EDR, the monthly Base Maximum Billing Demand shall be adjusted as appropriate for this analysis to eliminate ihe 
effects of such occurrence. 

(5) Service under the EDR will be offered under the applicable TariffL.G.S., Q.P. or C.I.P.-T.O.D schedule. An EDR 
will be filed as a Special Contract and must be approved by the Kentucky Public Service Connnission before it can be 
implemented. The total contract period is equal to twice the number of years for which the customer receives a 
demand discount. The special contract term will be for two (2), four (4), six (6), eight (8), and (ten) 10 years only. 

(6) The IBDD and the SBDD, if applicable, begin when the customer's new or expanded operations are billed for service 
under this Rider. Temporary jobs created during the constmction of new facilities or the expansion phase of existing 
operations are not eligible to be counted as permanent jobs for the purposes of this EDR. 

(7) If construction of new or expanded local distribution and/or transmission related facilities by the Company is required 
in order to provide the additional service, the customer may be required to make a contribution-in-aid of construction 
(CIAC) for the installed cost of such facilities pursuant to the provisions of the Company's Tmms and Conditions of 
Service. The total cost of the CIAC, including gross-up by the effect of applicable taxes, will be recovered over the 
life of the EDR contract period, with no less than 80% recovered during the period for which the customer receives a 
demand discount. If the customer breaches the terms of the contract or ends the contract prematurely, any unpaid 
contribution-in-aid of construction must be paid to the Company and any EDR discounts provided to the customer 
must be repaid to the Company. CIAC payment provided under this Rider supersedes the other payment provisions 

N 

only in the Company's Terms and Conditions Sheet 2-5 Section 9. N 
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3KENTUCKYPOWERCOMPANY 

TERMS AND CONDITIONS (Cont'd). 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 37-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 37-3 

TARIFF E.D.R. (Cont'd) 
(Economic Development Rider) 

(8) The L.G.S., Q.P. and CIP-TOD tariffs each contain a monthly minimum billing demand charge provision. The 
minimum demand charge provision is waived for EDR customers for up to 36 months depending upon the length of 
the contract. The provision is waived for the frrst 36 months of a 10 year contract, the frrst 24 months of an 8 year 
contract and the first 12 months of a 6 year contract. If during the special contract discount period, the customer's 
monthly demand falls below the minimum billing demand level for four (4) consecutive months or six (6) months 
total in a contract year, then the EDR discount will not be applied and the appropriate tariff minimum billing demand 
charge provision will be in force until the customer achieves the minimum billing demand level. Applicable EDR 
discounts will be applied to the qualifying incremental maximum billing demand only and will appear as a separate 
line item on the customer's bill. 

DETERMINATION OF MONTHLY QUALIFYING INCREMENTAL BILLING DEMAND. 

For the purposes of this Rider, the monthly qualifying incremental billing demand will be calculated in the following manner: 

Where the new qualifying incremental demand resides in new facilities (or separate facilities for existing customers), those 
facilities may be metered on a separate meter according to Tariffs L.G.S., Q.P. or C.I.P.-T.O.D. for the current billing period 
and the incremental billing demand will be calculated based upon that facility's meter readings. 

Where the new qualifying incremental demand resides in a customer's existing facility with sufficient service and metering 
capability to accommodate the business expansion, the qualifying incremental billing demand is equal to demand in excess of 
the Base Maximum Billing Demand. The Base Maximum Billing Demand for each billing month will be calculated by the 
Company as the average of the previous three years, corresponding month maximum billing demands, subject to Te1ms and 
Conditions Items (3) and (4), and will be agreed to by the customer in advance. 

DETERMINATION OF INCREMENTAL BILLING DEMAND DISCOUNT. 

Customers meeting all Availability of Service and Tenns and Conditions above may contract for service for a period of up to 
ten (10) years, with a commensurate discount period of up to five (5) years. The (IBDD) for a ten (10) year contract follows: 

(a) For the twelve consecutive monthly billings of the frrst contract year, the qualifying incremental billing demand 
charge shall be reduced by 50% from the applicable tariffL.G.S., Q.P. or C. J.P.-T.O.D. demand charge; 

(b) For the twelve consecutive monthly billings of the second contract year, the qualifying incremental billing demand 
charge shall be reduced by 40% from the applicable tariffL.G.S., Q.P. or C.I.P.-T.O.D. demand charge; 

(c) For the twelve consecutive monthly billings of the third contract year, the qualifying incremental billing demand 

N 

charge shall be reduced by 30% from the applicable tariffL.G.S., Q.P. or C.I.P.-T.O.D. demand charge; N 
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4KENTUCKYPOWERCOMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 37- 4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 37-4 

TARIFF E.D.R. (Cont'd) 
(Economic Development Rider) 

DETERMINATION OF INCREMENTAL BILLING DEMAND DISCOUNT (Cont'd). 

(d) For the twelve consecutive monthly billings of the fourth contract year, the qualifying incremental billing demand 
charge shall be reduced by 20% from the applicable tariffL.G.S., Q.P. or C.I.P.-T.O.D. charge, but shall not be less 
than the applicable tariff rate schedule minimum billing demand; 

(e) For the twelve consecutive monthly billings of the fifth contract year, the qualifying incremental billing demand 
charge shall be reduced by 10% from the applicable tariffL.G.S., Q.P. or C.I.P.-T.O.D. demand charge, but shall not 
be less than the applicable tariff rate schedule minimum billing demand; and 

(f) All subsequent monthly billings shall be at the full charges stated in the applicable tariff rate schedule for contract 
years six (6) through ten (10). 

The starting point for the IBDD is dependent upon the length of contract: i.e., an eight (8) year contract will have four ( 4) years 
of discount beginning with the IBDD of 40% in year one (1). Similarly, a six (6) year contract will have three (3) years of 
discount beginning with the IBDD of30% in year one (1 ). 

DETERMINATION OF SUPPLEMENTAL BLLING DEMAND DISCOUNT. 

At the Company's discretion, a (SBDD) which is applicable to the monthly incremental billing demand charge is available to 
customers meeting all Availability of Service and Terms and Conditions above, and that create at least twenty five (25) new 
permanent job opportunities in the facility and that maintain those job opportunities in each discount year. The amount of 
additional discount is determined by the actual number of jobs maintained in each year. The SBDD for a ten (1 0) year contract 
follows: 

(a) For the twelve consecutive monthly billings of the first contract year, the qualifying incremental billing demand 
charge shall be reduced an additional 5% for an increase of at least 50 jobs or 2.5% for an increase of at least 25 jobs; 

(b) For the twelve consecutive monthly billings of the second contract year, the qualifying incremental billing demand 
charge shall be reduced 4.5% for at least 50 jobs or 2.0% for at least 25 jobs. 

(c) For the twelve consecutive monthly billings of the third contract year, the qualifying incremental billing demand 
charge shall be reduced an additional4% for an increase of at least 50 jobs or I. 5% for an increase of at least 25 jobs; 

(d) For the twelve consecutive monthly billings of the fomth contract year, the qualifying incremental billing demand 
charge shall be reduced an additional 3.5% for an increase of at least 50 jobs or I. 0% for an increase of at least 25 

N 

jobs; N 
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5KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 37- 5 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 37-5 

TARIFF E.D.R. (Cont'd) 
(Economic Development Rider) 

DETERMINATION OF SUPPLEMENTAL ELLING DEMAND DISCOUNT (Con!' d). 

(e) For the twelve consecutive monthly billings of the fifth contract year, the qualifying incremental billing demand 
charge shall be reduced an additional 3% for an increase of at least 50 jobs or 0.5% for an increase of at least 25 jobs; 
and 

(f) All subsequent monthly billing shall be at the full charges stated in the applicable tariff rate schedule for contract 
years six (6) tlu·ough ten (10) 

The length of the SBDD shall be identical to the length of the IBDD. The starting point for the discount will be 
conunensmate with the contract length, i.e., an eight (8) year contract will have four (4) years of discount with the SBDD of 
either 4.5% or 2.0% as appropriate in year one {I). 

The appropriate discount(s) shall be applicable over a pe1iod of up to 60 consecutive billing months beginning with the first 
such month following the end of the start-up period. The stmt-up period shall cmmnence with the effective date of the contract 
addendum for service under this EDR and shall tenninate by mutual agreement between the Company and the customer. In no 
event shall the stmt-up period exceed 12 months. 

TERMS OF CONTRACT. 

A contract or agreement addendum for service under this Rider, in addition to service under Tariffs L.G.S., Q.P. or C.I.P.
T.O.D., shall be executed by the customer and the Company for the time period which includes the stmt-up period and the 
multi-year period during which a Total Demand Charge discount is in effect and an equal multi-year peliod during which the 
customer agrees to pay the full rates in the applicable Tariff rate schedule. 

At a minimum, the contract or agreement addendum shall specify the Base Maximum Billing Demand, the anticipated annual 
total qualifying demand, the Adjustment Factor and related provisions to be applicable under this Rider, and the effective date 
for the contract addendum. 

The customer may discontinue service uuder this Rider before the end of the contract or agreement addendum only by 
reimbursing the Compmay for any and all demand reductions received uuder this Rider when billed at the applicable tariff 
schedule rate. 

SPECIAL TERMS AND CONDITIONS. 

Except as otherwise provided in this Rider, written agreements shall remain subject to all of the provisions of the applicable 
tm·iffs. This Rider is subject to the Company's Terms and Conditions of Service. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 38-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 38-1 

BIG SANDY RETIREMENT RIDER 
(B.S.R.R.) 

APPLICABLE. 

To TariUs R.S., R.S.-L.M.-T.O.D., R.S.·T.O.D., Experimental R.S.-T.O.D.2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.
T.O.D., L.G.S., L.G.S.-T.O.D., I.G.S., C.S.· I.R.P., M.W., O.L. and S.L. 

1. Pursuant to the final order of the Kentucky Public Service Commission in Case No. 20 12-00578 and the 
Stipulation and Settlement Agreement dated July 2, 2013 as filed and approved by the Commission, Kentucky 
Power Company is to recover from retail ratepayers the coal-related retirement costs of Big Sandy Unit 1, the 
retirement costs of Big Sandy Unit 2 and other site-related retirement costs that will not contitlUe in usc on a 
levelizcd basis, including a weighted average cost of capital (W ACC) carrying cost over a 25 year period 
beginning when new base rates are set for the Company that include Mitchell Units I and 2. The term 
"Retirement Costs" as used in this agreement are defined as and shall include the net book value, materials and 
supplies that cannot be used economically at other plants owned by Kentucky Power, and removal costs and 
salvage credits, net of related ADIT. Related ADIT shall include the tax benefits from tax abandonment losses. 

2. The allocation ofthc levelized revenue requirement (LRR) between residential and all oU1er customers shall be 
based upon their respective contribution to total retail revenues for the most recent calendar twelve month 
period, according to the !Oil owing formula: 

Residential Allocation RA(m) LRR(m) x KY Residential Retail Revenue RR(b) 
KY Retail Revenue R(b) 

All Other Allocation OA(m) LRR(m) x KY All Other Classes Retail Revenue OR(b) 
KY Retail Revenue R(b) 

Where: 
(m) =the expense month; 

(b)= Most recent available twelve cale11dar-month period ended December 31. 

3. The Residential Asset Transfer Adjustment shall provide for monthly adjustments based on a percent of total 
revenues, according to the following formula: 

Residential Asset Transfer Adjustment factor 

Where: 
Net Monthly Residential Allocation NRA(m) 

Residential Retail Revenue RR(m) 

(Cont'd on Sheet No. 38-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 38-2 

RATE. (Cont'dl 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 38-2 

BIG SANDY RETIREMENT RIDER(CONT'D) 
(B.S.R.R.) 

4. The All Other Classes Asset Transfer Adjustment shall provide for monthly adjustments based on a percent ofnonw 
fuel revenues, according to the following formula: 

All Other Classes Asset Transfer Adjustment Factor 

Where: 
Net Monthly All Other Allocation NOA(m) 

All Other Classes NonwFuel Retail Revenue ONR(m) 

Net Monthly All Other Allocation NOA(m) 
All Other Classes NonwFuel Retail Revenue 
ONR(m) 

Monthly All Other Allocation OA(m), net of 
Over/(Under) Recovery Adjustment; 

Monthly Non-Fuel Retail Revenue for all 
classes other than residential for the expense 
month (m). 

5. The monthly Big Sandy Retirement Rider adjustments shall be filed with the Commission ten (10) days before it is 
scheduled to go into effect, along with all the necessary supporting data to justify the amount of the adjustments, 
which shall include data, and information as may be required by the Commission. 

6. Copies of all documents required to be filed with the Commission shall be open and made available for public 

N 

inspection at the office of the Public Service Commission pursuant to the provisions ofKRS61.870 to 61.884. N 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 39-l 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 39-l 

APPLICABLE. 

BIG SANDY UNIT l OPERATION RIDER 
(B.S.l.O.R.) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., ExperimentalR.S.-T.O.D. 2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., L.G.S., 

L.G.S.-T.O.D., I.G.S., C.S.-l.R.P., M.W., O.L., and S.L. 

RATES 

Tariff Class $/kWh MeW 

R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., and Experimental R.S.-T.O.D. 2 $0.00330 --

S.G.S. and S.G.S.-T.O.D. $0.00272 --
M.G.S. $0.00141 $0.34 

M.G.S. Recreational Lighting, M.G.S.-L.M.-T.O.D., and M.G.S.-T.O.D. $0.00283 --

L.G.S. and L.G.S.-T.O.D. $0.00139 $0.45 

L.G.S.-L.M.-T.O.D. $0.00276 --
I.G.S. and C.S.-l.R.P. $0.00139 $0.55 

M.W. $0.00248 --
O.L. $0.00147 --
S.L. $0.00147 --

Tariff BS I OR includes all non-fuel operating expenses related to Big Sandy Unit 1 not otherwise included in Tariff S.S.C. or Tariff 

FAC. TariffBSlOR shall also include a return on and of Big Sandy Unit I gas conversion capital when placed in service. 

The kWh factor as calculated above wili be applied to all billing kilowatt-hours for those tariff classes listed above. The kW factor 

as calculated above will be applied to all on-peak and minimum billing demand kW for the MGS, LGS and IGS tariff classes. 

The Big Sandy Unit 1 Operation Rider factors shall be modified annually to collect the approved annual level of Kentucky retail 

jurisdictional Big Sandy Unit 1 revenue requirement and any prior review period (over )Iunder recovery. 

The Big Sandy Unit 1 Operation Rider factors shall be determined as follows: 

For all tariff classes without demand billing: 

BSlE X (BEctass /BErotal) + BSID X (CPctassfCProta.l) 
kWh Factor 

BEctass 
kW Factor 0 

For all tarifT classes with demand billing: 

BSIE x (BEctass IBErotat) 
kWh Factor 

kW Factor 

DATE OF ISSUE: December 23, 2014 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 39-2 
CANCELLING !'.S.C. KY. NO. 10 SHEET NO. 39-2 

BIG SANDY UNIT 1 OPERATION RIDER (CONT'D) 
(B.S.1.0.R) 

RATES. (Cont'dl 

Where: 

I. "BS ID" is the actual annual retail Big Sandy Unit 1 demand-related costs, plus any prior review period (over)/under recovery. 

2. "BS IE" is the actual mmual retail Big Sandy Unit I energy-related costs, plus any prior review period ( over)/under recovery. 

3. "BEclass" is the historic annual retail jurisdictional billing kWh for each tariff class for the current year. 

4. "BDctass" is the historic annual retail jurisdictional billing kW for each applicable tariff class for the current year. 

5. "CPcJass" is the coincident peak demand for each tariff class estimated as follows: 

TariiT Class BEclass CP/kWh Ratio CPclass 
(I) (2) (3) (4)~(2)x(3) 

R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., and Experimental R.S.-T.O. 

2 0.0236060% 

S.G.S and S.G.S.-T.O.D. 0.0163937% 

M.G.S. 0.0177002% 

M.G.S. Recreational Lighting, M.G.S.-L.M.-T.O.D., and M.G.S.-

T.O.D. 0.0177002% 

L.G.S.and L.G.S.-T.O.D. 0.0169381% 

L.G.S.-L.M.-T.O.D. 0.0169381% 

I.G.S. and C.S.-I.R.P 0.0130626% 

M.W. 0.0134057% 

O.L. 0.0009431% 

S.L. 0.0009890% 

BETotal CPTotal 

6. "Bf.:.r013( is the sum of the BEctass for all tariff classes. 

7. "CPTota( is the sum of the CPclass for all tariff classes. 

The factors as computed above are calculated to allow the recovery of Uncollectible Accounts Expense of0.3% and the KPSC Maintenance 
Fee of0.1952% and other similar revenue based taxes or assessments occasioned by the Big Sandy Unit 1 Operation Rider revenues. 

The mmual Big Sandy Unit 1 Operation Rider factors shall be filed with the Commission ten (10) days before it is scheduled to go into 
effect, along with all necessary supporting data to justify the amount oft he adjustments, which shall include data and infmmation as may be 
required by the Commission. 

Copies of all documents required to be filed with the Commission shall be open and made available for public inspection at the office of the 

N 

Public Service Commission pursuant to the provisions ofKRS 61.870 to 61.884. N 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 40-1 

APPLICABLE. 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 40-1 

NERC COMPLIANCE AND CYBERSECURITY RIDER 
(N.C.C.R.) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D. 2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., L.G.S., L.G.S.

T.O.D., I.G.S., C.S.-I.R.P., M.W., O.L., and S.L. 

RATES 

Tariff Class ¢/kWh $/kW 

R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., and Experimental R.S.-T.O.D. 2 0.0000 --

S.G.S. and S.G.S.-T.O.D. 0.0000 .. 

M.G.S. 0.0000 0.00 

M.G.S. Recreational Lighting, M.G.S.-L.M.-T.O.D., and M.G.S.-T.O.D. 0.0000 --
L.G.S. and L.G.S.-T.O.D. 0.0000 0.00 

L.G.S.-L.-M.T.O.D. 0.0000 0.00 

I.G.S. and C.S.-I.R.P. 0.0000 0.00 

M.W. 0.0000 --

O.L. 0.0000 .. 

S.L. 0.0000 .. 

The kWh adjustment factor as calculated above will be applied to all billing kilowatt-hours for those tariff classes listed above. The kW 
adjustment factor as calculated above will be applied to all on-peak and minimum billing demand kW for the MGS, LGS and lOS tariff classes. 

The NERC Compliance and Cybersecurity Rider adjustment factors shall be modified annually to collect the Commission's approved annua1 

level of Kentucky retail jurisdictional NERC Compliance and Cybersecurity expenses and any prior review period (over )Iunder recovery. 

The NERC Compliance and Cybersecurity llider adjustment factors shall be determined as follows: 

For all tariff classes without demand billing: 

NCE X (BEctass /BETotal) + NCD X (CP Class /CPTota!) 
kWh Adjustment Factor 

BEclass 
kW Adjustment Factor 0 

For ali tariff classes with demand billing: 

NCE x (BEctass /BETotat) 
kWh Adjustment Factor 

BEe lass 

NCD X (CPctass /CPTotaJ) 
kW Adjustment factor 

BDctass 
(Cont'd on Sheet No. 40-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 40-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 40-2 

RATES: (Cont'd) 

Where: 

NERC COMPLIANCE AND CYBERSECURITY RIDER (CONT'D) 
(N.C.C.R.) 

I. "NCD" is the actual rumual retail NERC Compliance and Cybersecurity demand-related costs, plus any prior review period 
( ovcr)/under recovery. 

2. "NCE" is the actual annual retail NERC Compliance and Cybersecurity energy-related costs, plus any prior review period 
( over)/under recovery. 

3. "BEclass" is the historic annual retail jurisdictional billing kWh for each tariff class for the cun·ent year. 

4. "BDclass" is the historic annual retail jurisdictional billing kW for each applicable tariff class for the current year. 

5. "CPctass" is the coincident peak demand for each tariff class estimated as follows: 

Tariff Class BEclass CP/kWh Ratio CPctass 
(I) (2) (3) (4)~(2)x(3) 

R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., and Experimental R.S.-T.O.D. 0.0236060% 

S.G.S. and S.G.S.-T.O.D. 0.0163937% 

M.G.S. 0.0177002% 

M.G.S. Recreational Lighting, M.G.S.-L.M.-T.O.D., and M.G.S.-

T.O.D. 0.0177002% 

L.G.S.and L.G.S.-T.O.D. 0.0169381% 

L.G.S.·L.M.-T.O.D. 0.0169381% 

I.G.S. and C.S.-1.R.P. 0.0130626% 

M.W. 0.0134057% 

O.L. 0.0009431% 

S.L. 0.0009890% 

BErota! CProtal 

6. "BErotat is the sum ofthe BEclass for all tariff classes. 

7. "CProta!" is the sum of the CPcJass for all tariff classes. 

The adjustment factor as computed above shall be further modified to allow the recovery of Uncollectible Accounts Expense of 0.3% and the 
KPSC Maintenance Fee of 0.1952% and other similar revenue based taxes or assessments occasioned by the NERC Compliance and 
Cybersecurity Rider adjustment revenues. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 40-3 

RATES. (Cont'dl 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 40-3 

NERC COMPLIANCE AND CYBERSECURITY RIDER (CONT'D) 
(N.C.C.R.) 

The initial NERC Compliance and Cybersccurity Rider adjustment factors shall be filed with the Commission six (6) months before the 

initial rates are scheduled to go into effect and ten (10) days before any subsequent annual rate adjustments are scheduled to go into effect, 
along with all necessary supporting data to justify the amormt of the adjustments, which shall include data and information as may be 

required by the Commission. 

Copies of all documents required to be filed with the Commission shall be open and made available for public inspection at the office of the 

N 

Public Service Commission pursuant to the provisions ofKRS 61.870 to 61.884. N 
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ELECTRIC SERVICE 

IN THE KENTUCKY TERRITORY SERVED 
BY KENTUCKY POWER COMPANY 

AS STATED ON SHEET N0.1 
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OF 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 1-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 1-1 

INDEX 
SHEET NO. 

Terms and Conditions of Service 2-1 thru 2-17 

Capacity and Energy Control Program 3-1 thru 3-10 

Standard Nominal Voltages 4-1 

TariffF.A.C. Fuel Adjustment Clause 5-1 thru 5-2 

TariffR.S. Residential Service 6-1 thru 6-3 

TariffR.S.-L.M.-T.O.D. Residential Load Management-Time-of-Day 6-4 thru 6-6 

TariffR.S.-T.O.D. Residential Time-of-Day 6-7 thru 6-9 

TariffR.S.-T.O.D. 2 Experimental Residential Service Time-of-Day 2 6-10 thru 6-12 

Tariff S.G.S. Small General Service 7-1 thru 7-3 

Tariff S.G.S.-T.O.D. Ex()erimental Small General Service Time-of-Day 7-4 thru 7-6 

Tariff M.G.S. Medium General Service 8-1 thru 8-4 

Tariff M.G.S.-T.O.D. Medium General Service Time-of-Day 8-5 thru 8-7 

Tariff L.G.S. Large General Service 9-1 thru 9-4 

TariffL.G.S.-T.O.D. Large General Service Time-of-Day 9-5 thru 9-8 

Tariff Q.l'. Quantity Pewer 10 1 thru HJ-4 

Tariff I. G.S. Industl'ial General Service 10-1 thru 10-4 

~T'>alfr'iJiffl'f'{C.;.Joi.~I'',. . .'JTI'..~O".Dih-. ------~Cb<l'sm·mereial and Influstrial Pewer Time of-ID,I,al')r· -------11ll-114tllhrrHH-ll.ll..J:l 

Tariff Reservedfol'future use 

Tariff C.S.-I.R.P. Contract Service- Interruptible Power 

TariffM.W. Municipal Waterworks 

TariffO.L. Outdoor Lighting 

TariffS.L. Street Lighting 

TariffC.A.T.V. Cable Television Pole Attachment 

(Cont'd on Sheet No. 1-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 1-2 
CANCELLli'IG P.S.C. KY. NO. 10 SHEET NO. 1-2 

INDEX (Cont'd) 

Tariff COGENISPP I Cogeneration and/or Small Power Production -100 kW or less 

Tariff COGENISPP II Cogeneration and/or Small Power Production- Over 100 kW 

Tariff S.S.C. System Sales Clause 

TariffF.T. Franchise Tariff 

TariffT.S. . Temporary Se1·vice 

Tariff D.S.M.C. Demand-Side Management Adjustment Clause 

Tariff B.E.R. Biomass Energy Rider 

RHieJ· E.G S. C. & E. 

Tariff P.J. M. P.J.M.R. 

Rider E.I'.C.S. Energy Friee Curtailahle Serviee Rie:ler 

Tariff Reserved .for filture use 

Ta.-iffN.U.G. Non-Utility Generator 

Tariff N.M.S. Net Metering Service 

Tariff C. C. Capacity Charge 

Tariff E.S. Environmental Surcharge 

~erimental Real Time Prieing 

Tariff ReseJ·vedforfuture use 

Rider G.P.O. Green Pricing Option Rider 

Rider A.F.S. Alternate Feed Service Rider 

Tariff U.G.R.T. Utility Gross Receipts Tax (School Tax) 

TariffK.S:r. Kentucky Sales Tax 

TariffP.P.A. Purchase Power Adjustment 

Tariff A.T.R. Asset Transfer Rider 

Tariff E.D.R. Economk Development Rider 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 1-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 1-3 

INUEX (Con!' d) 
TITLE SHEET NO. 

Rider B.S.R.R. Big Sandy Retitement Rider 38-lthru 38-2 

Rider B.S.l. O.R. Big Sandy 1 Openrtion Rider 39-lthru 39-2 

Rider N.C. CR. NERC Compliance and Cybersecul'ity 40-lthru 40-3 

THE ABOVE TARIFFS ARE APPLICABLE TO THE ENTIRE TERRITORY SERVED BY KENTUCKY POWER 
COMPANY lN BOYD, BREATHITT, CARTER, CLAY, ELLIOTT, FLOYD, GREENUP, JOHNSON, KNOTT, 

LAWRENCE, LESLIE, LETCHER, LEWIS, MAGOFFIN, MARTIN, MORGAN, OWSLEY, PERRY, PIKE 
AND ROWAN COUNTIES. 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On Aod After Janumy 23. 2015 

ISSUED BY: JOHN A. ROGNESS ID~~ ()lJ) 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Cmmnission 

In Case No. 2014~Xxxx Dated Xxxxxxxx 

N 

N 

N 



 
Exhibit JAR-9 
Page 5 of 191

KENTUCKY POWER COMPANY P.S.C. KY. NO. lO ORIGINAL SHEET NO. 2- 1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.2- I 

TERMS AND CONDITIONS OF SERVICE 

1. APPLICATION. 

A copy of the tariffs and standard terms and conditions under which service is to be rendered to the Customer will be 
furnished upon request and the Customer shall elect upon which tm-i:ff applicable to his service his application shall be based. 
A copy of the tariff is also available on-line at www.kentuckypower.com. N 

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

When the Customer desires delivery of energy at more than one point, a separate agreement may be required for each 
separate point of delivery. Service delivered at each point of deJive1y wiJI be billed separately under the applicable tariff. 

2. INSPECTION. 

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

Where a Customer's premises are located in a municipality or other governmental subdivision where inspection laws or 
ordinances are in effect, the Company may withhold fumishing service to new installations until the Company has received 
evidence that the inspection laws or ordinances have been complied with. 

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

3. SERVICE CONNECTIONS. 

Service connections will be provided in accordance with 807 KAR 5:041, Section 10. 

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

llle Company will, when requested to fumish service, designate the location of its service cmmection. The Customer's 
wiring must, except for those cases listed below, be brought outside the building wall nearest the Company's service wires so 
as to be readily accessible thereto. When service is :fi·om an overhead system, the Customer's wiring must extend at least 18 
inches beyond the building. Where Customers install service entrance facilities which have capacity and layout specified by 
the Company and/or install and use certain equipment specified by the Company, the Company may supply or offer to own 
certain facilities on the Customer's side of the point where the service wires attach to the building. 

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

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

(Cont'd on Sheet No. 2-2) 
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KENTUCKY POWER COMPANY P.S.C.KY.N0.10 ORIGINAL SHEET NO. 2-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-2 

TERMS AND CONDITIONS OF SERVICE (Coot' d) 
4. DEPOSITS. 

P1ior to providing service or at any time thereafter, the Company may require a cash deposit or other guaranty acceptable to the T 
Company to secure payment of bills except for customers qualifying for service reconnection pursuant to 807 KAR 5:006, T 
Section 16, Winter Hardship Reconnection. Service may be refused or discontinued for failure to pay the requested deposit. 
Upon request from a residential customer the deposit will be returned after 18 months if the customer has established a 
satisfactory payment record; but commercial deposits will be retained by the Company during the entire time that the account 
remains active. 

A. Interest 

Interest will be paid on all sums held on deposit at the rate indicated in KRS 278.460. The interest will be applied by the 
Company as a credit to the Customer's bill or will be paid to the Customer on an annual basis. Tfthe deposit is refunded or 
credited to the Customer's bill prior to the deposit anniversary date, interest will be paid or credited to the Customer's bill on a 
proRrated basis. 

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

B. Criteria for Waiver of Deposit Requirement 

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

I. 

2. 

3. 

Sa~isfuGt9f)' payment histery. Satisfactory payment criteria, which may be established by paying all bills 
rendered, having no disconnections for nonpayment, having no late notices, having no defaulted credit 
arrangements, having no returned payments and having no meter diversion or theft of service. 
Statement frem anether atilit) shev. ing satis:fustery payment histery. Afeeting satisfactory credit criteria. 
Satisfactory credit for customers will be determined by utilizing independent credit sources as well as historic 
and ongoing payment and credit history with Company. 
Another customer with satisfactory payment history is willing to sign as a guarantor for an amount equal to the 
required deposit. 
Providing evidence of other collateral acceptable to Company. suel-t as bwoePy Bend. 
Chee/.4-ess Pa] ment Plan (CPP) 

C. Method of Determination 
1. Calculated Deposits 

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

b. Deposit amounts paid by conunercial and industrial customers shall not exceed a calculated amom1t based 
upon actual usage data of the customer at the same or similar premises for the most recent 12-month 
period, if such information is available. If the actual usage data is not available, the deposit amount shall 
be based on the typical bills of similar customers and premises in the customer class. The deposit shall 
not exceed 2/12 of the customer's actual or estimated annual bill. 

(Cont"d on Sheet No. 2-3) 
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KENTUCKY POWER COMPANY 
P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-3 

TERMS AND CONDITIONS OF SERVICE (Con!" d) 

4. DEPOSITS. (Cont'd.) 

D. Additional or Supplemental Deposit Requirement 

If a Elef!esit has Been v.aiveEI er retumeEl anEl the C~:~stemer fails te maintain satisfaetery f.l8:)'ffl:t:mt eriteria, the GHstemer may Be T 
reEJ:l:lireEl te pay an aElElitienal er SHflf1lemeataJ ElSf!esit. lliceept Fer resiEleHtial easterners, An additional or supplemental deposit may be T 
required if the Customer does not maintain a satisfactory credit criteria or payment history. If a change in usage or classification of 
service has occurred, the customer may be required to pay an additional deposit up to 2/12 of the annual usage. The Customer will 
receive a message on the bill informing the Customer that if the account is not current by the specified date listed an additional or 
supplement deposit will be charged to the account the next time the account is billed. 

1. Satisfactory payment criteria is defined as paying all bills rendered, having no disconnections for nonpayment, having no N 
late notices, having no defaulted credit arrangements, having no returned payments and having no meter diversion or 
theft of service. 

2. A nonresidential customer does not maintain satisfactmy credit cJ~iteria when its credit score at any national independent N 
credit rating service falls to a level that is deemed to be vulnerable to nonpayment, including but not limited to: "C" level 
at Value line, a "BB+" level at Standard and Poor's or Fitch, "Ba3" at Moody's. If a nonresidential customer is not 
rated by a national independent credit rating service, its credit may be evaluated by using credit scoring services, public 
record financial information, or financial scoring and modeUng services, and if it is deemed that the customer is 
vulnerable to nonpayment, a deposit may be required. N 

E. Recalculation of Customers Deposit 

When a deposit is held longer than 18 months, the Customer may request that the deposit be recalculated based on the Customer's 
actual usage. If the amount of deposit on the account differs from the recalculated amount by more than $10.00 for a residential 
Customer or I 0 percent for a non-residential Customer, the Company may collect any underpayment and shall refund any 
overpayment by check or credit to the Customer's bill. No refund will be made if the Customer's bill is delinquent at the time of the 
recalculation. 

5. PAYMENTS. 

Bilis will be rendered by the Company to the Customer monthly or in accordance with the tariff selected applicable to the Customer's 
service. 

A. Equal Payment Plan 

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

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

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

(Cont'd on Sheet No. 2-4) 
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KENTUCKY POWER COMPANY 
P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-4 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-4 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

B. Average Monthly Payment Plan CAmp) 

The Average Monthly Payment Plan (AMP Plan) is available to the following applicable tariffs; R.S.; R.S.-L.M-T.O.D.; 
J:\>'flel'imllffial R.S.-T.O.D 2.; S.G.S., and S.G.S.-T.O.D. When mutually agreeable the AMP Plan may be offered by the Company to T 
Customers serviced under other tariffs. 

The A1v:IP Plan is designed to allow the Customer to pay an average amount each month based upon the actual billed amounts during 
the past twelve (12) months. The average payment amount is based upon the cun·ent month's total bill plus the eleven (11) preceding 
months. That result is divided by the total billing days associated with the billings to determine a per day average. The daily 
average amount is multiplied by thirty (30) to determine the current month's payment under the AMP Plan. At the next billing 
period, the oldest month's billing history is removed, the current month's biiiing is added and the total is again divided by the total 
billing days associated with the billings to determine a per day average. Again the daily average amount is multiplied by thirty (30) 
to fmd the new average payment amount. The average monthly payment amount is calculated each and every month in this manner. 

The difference between the actual billings and the AMP Plan billings will be carried in a deferred balance. Both the debit and credit 
differences will accumulate in the deferred balance for the duration of the AMP Plan yem·, which is twelve consecutive billings 
months. At the end of the AMP Plan year (anniversary month), the cunent month's billing plus the eleven (11) preceding month's 
billing is summed and divided by the total billing days associated with the billings to determine a per day average. That result is 
multiplied by thirty (30) to calculate the AMP Plan's monthly payment amount. In addition, the net accumulated deferred balance is 
divided by 12. This result is added or subtracted to the calculated average payment amount starting with the next billing of the new 
AMP plan year and will be used in the average payment amount calculation for the remaining AMP plan year. Settlement occurs 
only when participation in the A1\.1P Plan is terminated. This happens if any account is final biiled, if the customer requests 
termination, or at the Company's discretion when the customer fails to make two or more consecutive monthly payments on an 
account by the due date. The deferred balance (debit or credit) is then applied to the billing now due. 

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

C. All Payments. 

All bills arc payable at the business offices or authorized collection agencies ofthe Company within the time limits specified in the 
tariff. Failure to receive a bill will not entitle a Customer to any discount or to the remission of any charges for non-payment within 
the time specified. The word "month" as used herein and in the tm'i.ffs is hereby defined to be the elapsed time between 2 successive 
meter readings approximately 30 days apart. 

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

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

6. UNDERGROUND SERVICE. 

When a real estate developer desires an underground distribution system within the property which he is developing or when a 
Customer desires an underground service, the real estate developer or the Customer, as the case may be, shall pay the Company the 
difference between the anticipated cost of the underground facilities so requested and the cost of the overhead facilities which would 
ordinarily be instaiied in accordance with 807 KAR 5:041, Section 21, and the Company's underground service plan as filed with 
the Public Service Commission. Upon receipt of payment, the Company will install the underground facilities and will own, operate 
and maintain the same. 
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KENTUCKY POWER COMPANY 
P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-5 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-5 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

7. COMPANY'S LIABILITY 

The Company will usc reasonable diligence in furnishing a regular and unintenuptcd supply of energy, but does not guarantee 
uninterrupted service. The Company shall not be liable for damages in case such supply should be interrupted or fail by reason of an 
event of Force Majeure. Force Majeure consists of an event or circumstance which prevents Company from providing service, 
which event or circumstance was not anticipated, which is not in the reasonable control of, or the result of negligence of, the 
Company, and which, by the exercise of due diligence, Company is unable to overcome or avoid or causes to be avoided. Force 
Majeure events includes act of God, the public enemy, accidents, labor disputes, orders or acts of civil or military authority, 
breakdowns or injury to the machinery, transmission lines, distribution lines or other facilities of the Company, or extraordinaty 
repairs. 

Unless otherwise provided in a contract between the Company and Customer, the point at which service is delivered by Company to 
Customer, to be known as "delivery point," shall be the point at which the Customer's facilities are connected to the Company's 
facilities. The metering device is the property of the Company. The meter base, connection, grounds and all associated internal 
parts inside the meter base are customer owned and are the responsibility of the customer to install and maintain. The Company shall 
not be liable for any loss, injury, or damage resulting from the Customer's use of their equipment or occasioned by the energy 
fumished by the Company beyond the delivery point. 

Beginning September l, 2014 and thereafter, any new instaliation, upgrade or other modification of an existing meter installation 
shall be made using only Company supplied or approved meter bases. A list of Company-approved meter bases and specifications 
can be found on the Company's website at: www.kentuckypower.com. 

The Customer shall provide and maintain suitable protective devices on their equipment to prevent any loss, injury or damage that 
might result from single phasing conditions or any other fluctuation or irregularity in the supply of energy. The Company shali not 
be liable for any loss, injury or damage resulting from a single phasing condition or any other fluctuation or irregularity in the 
supply of energy which could have been prevented by the usc of such protective devices. The Company shall not be liable for any 
damages, whether direct, incidental or consequential, including, without limitation, loss of profits, loss of revenue, or loss of 
production capacity occasioned by interruptions, fluctuations, or irregularity in the supply of energy. 

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

The Company will provide and maintain the necessmy line or service connections, transfonners (when same are required by 
conditions of contract between the parties thereto), meters and other apparatus, which may be required for the proper measurement 
of and protection to its service. All such apparatus shall be and remain the property of the Company. 

8. CUSTOMER'S LIABILITY. 

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

Customers wiii be responsible for tampering with, interfering with, or breaking of seals of meters, or other equipment of the 
Company installed on the Customer's premises. The Customer hereby agrees that no one except the employees of the Company 
shall be allowed to make any internal or external adjustments of any meter or any other piece of apparatus, which shall be the 
property of the Company. 
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KENTUCKY POWER COMPANY 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-6 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-6 

TERMS AND CONDITIONS OF SERVICE (Con!' d) 

8. CUSTOMER'S LIABILITY (Con!' d) 

The Company shall have the right at all reasonable hours to enter the premises of the Customer for the purpose of installing, 
reading, removing, testing, replacing or otherwise disposing of its apparatus and property, and the right of entire removal of the 
Company's property in the event of the termination of the contract for any cause. 

9. EXTENSION OF SERVICE. 

The electric facilities of the Company shall be extended or expanded to supply electric service to all residential Customers and small 
commercial Customers which require single phase line where the installed trm1sformer capacity does not exceed 25 KV A in 
accordance with 807 KAR 5:041, Section II. 

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

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

For service to be delivered to Customers with demand levels higher than those specified above, the annual cost to serve the 
Customer's requirements shall be compared with the estimated revenue for one year to determine if a contribution in aid of 
construction, and/or a special minimum and/or other arrangement may be necessary. The annual cost to serve shall be the sum of 
the following components: 

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

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

3. The annual fixed costs of the new local facilities necessary to provide the service requested calculated at 21.95% 
of the instaiied cost of such facilities. 
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KENTUCKY POWER COMPANY 

P.S.C. KY. NO.IO ORIGINAL SHEET NO. 2-7 
CANCELLING P.S.C. KY. NO.lO SHEET NO. 2-7 

TERMS AND CONDITIONS OF SERVICE (Con!' d) 

9. EXTENSION OF SERVICE (Coot' d) 

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

Except where service is rendered in accordance with 807 KAR 5:041, Section 11, as described herein, the company may require the 
Customer to execute an Advance and Refund Agreement where the Company reasonably questions the longevity of the service or the 
estimated energy use and demand requirements provided by the Customer. Under the Advance and Refund Agreement, the 
Customers shall pay the company the estimated total installed cost of the required new facilities which advance could be refunded 
over a five year period under certain circumstances. Over the five year period the Customer' electric bill would be credited each 
month up to the amount of !/60th of the total amount advanced. 

I 0. EXTENSION OF SERVICE TO MOBILE HOME. 

The electrical facilities of the Company will be extended or expanded to supply electric service to mobile homes in accordance with 
807 KAR 5:04!, Section 12. 

II. LOCATION AND MAINTENANCE OF COMPANY'S EQUIPMENT. 

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

12. BILLING FORM. 

Pursuant to 807 KAR 5:006, Section 7 (3) copies of the billing forms used by the Company are shown on Sheet Nos. 2-12 thru 2-17. T 

13. RATE SCHEDULE SELECTION. 

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

Customer may change their initial rate schedule selection to another applicable rate schedule at any time by either written notice to 
Company and/or by executing a new contract for the rate schedule selected, provided that the application of such subsequent 
selection shall continue for 12 months before any other selection may be made. In no case will the Company refund any monetary 
difference between the rate schedule under which service was biiied in prior periods m1d the newly selected rate schedule. 
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KENTUCKY POWER COMPANY 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-8 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 2-8 

TERMS AND CONDITIONS OF SERVICE (Cont'd) 

14. MONITORING USAGE. 

At least once~ quarterly the Company wiii monitor the usage of each customer according to the following procedure: T 

1. The Customer's monthly usage will be compared with the usage of the corresponding period of the previous year. 

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

3. If the monthly usage is not substantially the same and cannot be attributed to a readily identified common cause, the 
Company will compare thG< Customer's monthly usage records for the 12-month period with the monthly usage for the 
same months of the preceding year. 

4. If the cause for the usage deviation cannot be determined from analysis of the Customer's meter reading and billing 
records, the Company will contact the Customer to detennine whether there have been changes that explain the increased 
or decreased usage. 

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

6. The Company will notify the customers of the investigation, its findings, and any refunds or back billing in accordance 
with 807 KAR 5:006, Section 11(4) and (5). T 

In addition to the aRRHally quarterly monitoring, the Company will immediately investigate usage deviations brought to its T 
attention as a result of its on-going meter reading, billing processes, or customer inquiry. 

15. USE OF ENERGY BY CUSTOMER. 

1be tariffs for electric energy given herein are classified by the character of use of such energy and are not available for service 
except as provided herein. 

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

The service connections, transf01mers, meters and appliances supplied by the Company for each Customer have a definite 
capacity and no additions to the equipment, or load connected thereto, will be allowed except by consent of the Company. 

The Customer shall install only motors, apparatus or appliances which are suitable for operation with the character of the 
service supplied by the Company, and which shall not be detrimental to same, and the electric energy must not be used in such 
a manner as to cause unprovided for voltage fluctuations or disturbances in the Company's transmission or distribution system. 
The Company shall be the sole judge as to the suitability of apparatus or appliances, and also as to whether the operation of 
such apparatus or appliances is or will be dctrin1ental to its general service. 
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KENTUCKYPO\VERCOMPANY 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-9 
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TERMS AND CONDITIONS OF SERVICE (Cont'd) 

15. USE OF ENERGY BY CUSTOMER. (Con!' d) 

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

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

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

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

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

16. RESIDENTIAL SERVICE. 

Ia9iviffitaJ Except as othen1'ise provided in these tarifft, individual residences shall be served individually with single-phase T 
service under the applicable residential service tariff. Customer may not take service for 2 or more separate residences 
through a single point of delivery under any tariff. Exclusions may be allowed pursuant to 807 KAR 5:046 (Prohibition of 
master metering). 

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

Detached building or buildings, actually appurtenant to the residence, such as a garage, stable or barn, may be served by an 

extension of the Customer's residence wiring through the residence meter and under the applicable residential service tariff. 

17. DENIAL OR DISCONTINUANCE OF SERVICE. 

The Company reserves the right to refuse -te or discontinue service to any aj?plieaat er customer fur serviee er te EliseeatiHue T 
te serve aR) Custemer if the applieaat er customer is indebted to the Company for any service theretofore rendered at m1y T 
location; provided however, the aflfllieant er customer shall be notified in writing in accordance with 807 KAR 5:006, T 
Scctionl5, before disconnection of service. 

Any discontinuance of service shall not terminate the contract for electric service between the Company and the applicant or 
customer nor shall it abrogate any minimum chm·gc, which may be effective. 
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KENTUCKY POWER COMPANY 

P.S.C.KY.N0.10 ORIGINAL SHEETNO. 2-10 
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TERMS AND CONDITIONS OF SERVICE (Cont'd) 

18. EMPLOYEE'S DISCOUNT. 

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

19. SPECIAL CHARGES. 

A. Reconnection and Disconnect Charges 

B. 

In cases where the Company has discontinued service as herein provided for, the Company reserves the right to assess 
a rcconncction charge pursuant to 807 KAR 5:006, Section 9 (3)(b), payable in advance, in accordance with the 
foiJowing schedule. However, those Customers qualifying for Winter Hardship Reconnection under 807 KAR 5:006 
Section 16 shall be exempt from the reconnect charges. 

1. Reconnect for nonpayment during regular hours .......................... $ ~ $ 21.00 
2 Reconnect at the end oftl1e day (No "Call Out" required)............ $ .J'7dii $30.00 
3. Reconnect for nonpayment when a "Call Out" is required prior to 10:00 PA1 

(A "Call Out" is when an employee must be caiied in to work on an overtime 
basis to make the reconnect trip. Reconnectionfor nonpayment will not be made 
when a "Call Out" after 10:00 p.m. is required) ........................ $ ~ $ 95.00 

4. Reconnect for nonpayment when double time is required 
(Sunday and Holiday)...................................................... $ 44-dS $124.00 

5. Termination or field trip ..................................................... $ &iiJ $ 13.00 

The reconnection charge for all Customers where service has been disconnected for fraudulent use of 
electricity will be the actual cost of the reconnection. 

Meter Reading Check 

Pursuant to 807 KAR 5:006, Section 9 (3) (d) in cases where a customer requests a meter be reread, and the second 
reading shows the original reading was correct, the Customer will be charged a fee of $21.00 to cover the handling 
cost. 

C. Returned Check Charge 

In cases where a customer pays by check, which is later returned as unpaid by the bank for any reason, the Customer 
will be charged a fee of $+.-QQ $ 18.00 to cover the handling costs. 

D. Meter Test Charge 

I 
I 

N 

N 
I 

I 

I 

N 

N 

I 

Where test of a meter is made upon written request of the Customer pursuant to 807 KAR 5:006, Section 19, the T 
Customer will be charged~ $ 48.00 if such test shows that the meter was not more than two percent (2%) fast. I 
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TERMS AND CONDITIONS OF SERVICE (Con!' d) 
Residential Bill Form Page 1 

l'f'll'l KliN~UC:KY 
... _fiR• 

A unit vi Americ;m Electric Power 

Account Number 
030M999-999-9-9 

CYXX 
xxxxxxx 

$XXX. XX 

1

$._ 

Amount Enclosed Total Amount Due 

Due MM.oDD, Add $XX.XX After This Date 
Send Inquires To: 

PO BOX 24401 

CANTON, OH 44701-4401 

R-00-999999999 

u•·•ll·••l·l•h·•l•l•l••·ll"'l•l•·m•·l•l·•·l·••u•·•·••l·•••l 
KPCo RESIDENTIAL CUSTOMER 
123 ANY STREET 
AEP CITY, KY 99999-9999 

Make Check Payable and Send To: 

KENTUCKY POWER COMPANY 
PO BOX 24410 
CANTON OH 44701-4410 

u•·•ll·•'l·l•ll·lllhll•·ll"'llll·m•·l'l·•·l·••u••••'•l·•••l 
9999999990000000000000000009999999999999999990000099999999999999999999999999999999990000000000000 

Please tear on dolled line 

Service Address: 

KPCo RESIDENTIAL CUSTOMER 
123 ANY STREET 

AEP CITY, KY 99999-9999 

Questions about Bill or Service, Call: 

Call: 1-800-572-1113 
Pay By Phone: 1-800-611-0964 

RIT"ffRid\"18 " "' " en 1a erv ce-

Account Number Total Amount Due 
0 3 0-9 9 9-99 9-9-9 $XXX.XX 
Meter Number Cycle-Route 

999999999 XX-XX 

Previous Charges: 
Total Amount Due At Last Billing 

Payment MM/DD/YY- Thank You 

Previous Balance Due 

KPCo Messages Current KPCo Charges: 
Got a new dog in your yard? Let us Tariff 015- Residential Service MM/DDNY 
know about it. Call the number on your bill Rate Billing 

sow e can note it on your account. Fuel Adj @ O.XXXXXXX Per KWH 
DSM Adj @O.XXXXXX Per KWH 

You can now reach our customer service Residential HEAP @ $0.15 
representatives 24 hours a day, 7 days Kentucky Economic Development Surcharge@ $0.15 
a week. Please help us by having your Capacity Charge @ O.XXXXXX Per KWH 
account number when you call. Big Sandy 1 Operations Rider@ O.XXXXX Per KWH 

Asset Transfer Rider@ X.XXXXXX% 

Flip the Switch and turn off your paper bill! PJM Rider@ O.XXXX Per KWH 
You will gain the benefit of receiving an NE RC Cybersecurity Rider @ O.XXXX Per KWH 

ema!lw hen your bill is ready to be viewed Environmental Adj X.XXXXXX% 
and the security of viewing it safely Big Sandy Retirement Rider@ X.XXXXXX% 

anytime, anywhere. Purchased Power Adjustment@ O.XXXXXX Per KWH 

Stealing copper is illegal and can have 

deadty consequences. Reporting copper 

theft could save a life. If you have any 

information, please call1-866-747-5845. 

Having a phone number for this address 

can help us serve you better, especially 

Green Pricing XXX Blocks 

School Tax 

Franchise Tax 

State Sales Tax 

Current Electric Charges Due 

Homeserve Warranty Service (855-769-6267) 

when storms cause service interruptions. Tota I Am aunt Due 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS III 

TiTLE: Director Regulatory Services 

Due MM/DD, Add $XX.XX After This Date 
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Due Date 

MM/DDIYY 
Bill Date 

MM/DD/YY 

$ 

$ 

$ 

$ 

$ 

$ 

XXX. XX 
XXX. XX 
XXX. XX 

XXX. XX 
XX. XX 

XXX 
0.15 
0.15 
XXX 

XX.XX 
xx.xx 
XX. XX 
xx.xx 
XX. XX 
XX. XX 
XX. XX 
XX. XX 

XX. XX 
XX. XX 
XX. XX 

XXX. XX 

XX. XX 

xxx.xx 

N 

N 

N 
N 

N 



 
Exhibit JAR-9 

Page 16 of 191
KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-13 

CANCELLING P.S.C.KY.NO. 10 SHEETNO. 2-13 

TERMS AND CONDITIONS OF SERVICE (Coot' d) 

Horreserve USA is optional. Horreserve 

USA is not the sarres as KPCO and is not 

regulated by the KY Public Service 

Cormission. A custo~rer does not have to 

buy the Warranty Service in order to 

continue to receive quality regulated 

service from KFCO. 

w ww .kyelectricalprotectionplan.com 

Visit us at www .KentuckyPower.com 

Rates available on request 

See other side for lrrportant Information 

~KIENJUCKY 
JiliiiPOWIER' 

A nnit of American Electric Power 

DATE OF ISSUE: December 23, 2014 

Residential Bill Form_ Page 2 

Meter Service Period Meter Reading Detail 
Number From To Prelious I Code I Current I Code 

999999999 MMIDD MMIDD XXXXX I Actual I XXXXX I Actual 
Multiplier X.XXXX Metered Usage X,XXX KWH 

Next scheduled read date should be between MMIDD and MMIDD 
13 Month Usage History Total KWH for Past 12 Months is XX,XXX 

#' ,. 
17:0' 

Jan Fob Mar ~.pr May Jon Jul Aug Sop Oct Nov Dec Jan 

Month Total KWH Days KWH Fer Day Cost Per Day Average Ten-perature 

A"evious XXX )()( X,XXX $XXX.XX 66' F 

One Year Ago XXX XX X,XXX $XXX.XX 48' F 

Your Average Monthly Usage: X,XXX KWH 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 2-14 
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TERMS AND CONDITIONS OF SERVICE (Cont'd) 

J111!11!1 KI!N'FUCICY 
iiJii11 POWER" 

A unil of Ameriron Electric Power 

Send Inquires To: 

PO BOX 24401 

CANTON, OH 44701-4401 

R-00-999999999 

Small Commercial Bill Form Page 1 
Account Number 

030-999-999-9-9 
CYXX 

XXX X XXX 

$XXX. XX 
I $ Amount Enclosed Total Amount Due 

Due MM1DD, Add $XX.XX After This Date 

u•·•••·••l·l•h·•l•l•l••·•l•u•l(l•n•'·l•l·•·l·••n•••••d·•••l Make Check Payable and Send To: 

KPCo SMALL GEN SERV CUSTOMER 

123 ANY STREET 
AEP CITY, KY 99999-9999 

KENTUCKY POWER COMPANY 
PO BOX 24410 
CANTON OH 44701-4410 

ul·•ll·••l·l•h·•l•hl••·•l"'l•l•·n••·l•l·•·l·••n•·•·••l•1
•
11 

9999999990000000000000000009999999999999999990000099999999999999999999999999999999990000000000000 

--·--··························------------------'R:O'c::'"-:e'":o'::2"P:cP:::":.:":::'""-"w:::i:::ihC!.>"::.:""-'""'"-''"='""-'-----

Service Add roo•: 

KPCo SMALL GEN SERV CUSTOMER 

123 ANY STREET 

AEP CITY, KY 99999-9999 

R 1 T "ffS UG " '" : rna enera IS erv1ce-

Account Number 
030-999-999-9-9 

Meter Number 

999999999 

Questions about Bill or Service, Call: Previous Charges: 

"' Total Amount Due Due Date 

$XXX.XX MM/DD/YY 
Cycle-Route Bill Date 

XX-XX MM/DDIYY 

Call: 1-800-572-1113 Total Amount Due At Last Billing $ 
Pay By Phone: 1-800-611-0964 Payment MM/DD/YY- Thank You 

Previous Balance Due $ 

KPCo Messages Current KPCo Charges: 
Gotanew doginyouryard? Letus Tariff211-SmaiiGeneraiServiceMM/DDNY 

know about it Call the number on your bill Rate Billing $ 
sow e can note it on your account. Fuel Adj @ O.XXXXXXX Per KWH 

DSM Adj @O.XXXXXX Per KWH 
You can now reach our customer service Capacity Charge@ O.XXXXXX Per KWH 
representatives 24 hours a day, 7 days Kentucky Economic Development Surcharge@ $0.15 
a week. Please help us by having your Big Sandy 1 Operations Rider@ O.XXXXX Per KWH 
account number when you call. Asset Transfer Rider@ X.XXXXXX% 

PJM Rider@ O . .XXXX Per KWH 
Flip the switch and turn off your paper bill! NERC Cybersecurity Rider@ O . .XXXX Per KWH 
You will gain the benefit of receiving an Environmental Adj X.XXXXXX% 
email when your bill is ready to be viewed Big Sandy Retirement Rider @ X.XXXXXX% 
and the security of viewing it safely Purchased Power Adjustment@ O.XXXXXX Per KWH 
anytime, anywhere. Green Pricing XXX Blocks 

School Tax 

Stealing copper is illegal and can have 

deadly consequences. Reporting copper 

theft could save a life. If you have any 

information, please call1-866-747-5845. 

Franchise Tax 

State Sales Tax 

Current Electric Charges Due $ 

XXX. XX 
XXX. XX 
XXX.XX 

XXX. XX 
XX. XX 

X. XX 
X. XX 
0.15 

XX. XX 
xx.xx 
xx.xx 
xx.xx 
xx.xx 
xx.xx 
xx.xx 
XX. XX 
XX. XX 

XX. XX 
XX. XX 

XXX. XX 

Total Amount Due $ xxx.xx 
Due MM/DD, Add $XX.XX After This Date 

(Cont'd on Sheet No. 2-15) 

DATE OF ISSUE: December 23,2014 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

N 

N 

N 
N 
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TERMS AND CONDITIONS OF SERVICE (Cont'd) 

Having a phone nurrber for this address 

can help us serve you better, especially 

when storms cause service interruptions. 

Visit us atwww .KentuckyPower.com 

Rates available on request 

See other side for lrrportant Information 

,... taNrUCICY 
iiitiil POWER• 

A unit of AmDrfcan Electric Power 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

Small Commercial Bill Form- Page 2 

Meter Ser\ice Period 

Number From To Previous Code 
999999999 MM'DD MM'DD )()()()()( Actual 

Multiplier X.XXXX 
Next scheduled read date should be between MM'DD and MM'DD 

13 Month Usage History Total KWH for Past 12 Months is XX,XXX 

Jan Feb Mar Apr May Jun Jul Aug Sop oct No• Dec Jan 

Month Total KWH Days KWH Per Day Cost Per Day Average Terrperature 

Current XXX XX x.xxx $XXX.XX 66° F 

Previous XXX XX X,XXX $XXX.XX 6W F 

One Year Ago XXX XX X,XXX $XXX.XX 48° F 

Your Average l\lbnthly Usage: X,XXXKWH 

(Cont'd on Sheet No. 2-16) 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-003 96 Dated XXXXXXXX 
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TERMS AND CONDITIONS OF SERVICE (Cont'd) 

-KI!NFUCKY 
aMPOWI!R' 

Large Commercial and Industrial Bill Form- Page 1 
.-~--~--,-------~ Account Number 

030·999·999·9·9 
CY XX 

xxxxxxx 

$X, XXX. XX I $ 

A unit of American Electric P{JW(Jr Total Amount Due Amount Enclosed 

Send Inquires To: Due MM!DD. Add $XX.XX After This Do1te 
PO BOX 24401 

CANTON, OH 44701-4401 
R-00-999999999 

•••·•ll·••l·l•h·•l•l•l••·•l•"llll·m•·l•l·•·l••'••••••••l·•••l 
KPCo LARGE POWER CUSTOMER 
123 ANY STREET 
AEP CITY, KV 99999-9999 

M ake Check Payable and Send To: 

KENTUCKY POWER COMPANY 
PO BOX 24410 
CANTON OH 44701-4410 

n•·•ll·••l·l•h·•l•hlll'li•"llll•llll'lll·•·l•i1111'1'1il•1•11 
9999999990000000000000000009999999999999999990000099999999999999999999999999999999990000000000000 

Please tear on dotted line 
--·-······························ 

Sarvico Address: 

KPCo LARGE POWER CUSTOMER 
123 ANY STREET 
AEP CITY, KY 99999-9999 

Questions about Bill or Service, Call: 

Call: 1-800-572-1113 

Pay By Phone: 1-800-611-0964 

KPCo Messages 
Got a new dog in your yard? Let us 

Previous Charges: 
Total Amount Due At Last Billing 
Payment MM/DD/YY- Thank You 

Previous Balance Due 

Current KPCo Charges: 
Tariff 244- Large General Service MM/DD/YY 

$ 

$ 

know about it. Call the number on your bill 

sow e can note it on your account. 

Rate Billing $ 

You can now reach our customer service 

representatives 24 hours a day, 7 days 

a week. Please help us by having your 

account number when you call. 

Flip the Switch and turn off your paper bill! 

You will gain the benefit of receiving an 
email when your bill is ready to be viewed 

a'nd the security of viewing it safely 

anytime, anywhere. 

Stealing copper is illegal and can have 

deadly consequences. Reporting copper 

theft could save a life. If you have any 

information, please ca111-866-747-5845. 

DATE OF ISSUE: December 23, 2014 

Fuel Adj@ O.XXXXXXX Per KWH 
OSM Adj @O.XXXXXX Per KWH 
Capacity Charge @ O.XXXXXX Per KWH 
Kentucky Economic Development Surcharge@ $0.15 
Big Sandy 1 Operations Rider@ O.XXXXX Per KWH 
Asset Transfer Rider@ X.XXXXXX% 
PJM Rider@ D.XXXX Per KWH 
NERC Cybersecurity Rider@ D.XXXX Per KWH 
Environmental Adj X.XXXXXX% 
Big Sandy Retirement Rider@ X.XXXXXX% 

Purchased Power Adjustment@ D.XXXXXX Per KWH 

Green Pricing XXX Blocks 
School Tax 
Franchise Tax 
State Sales Tax 

Current Electric Charges Due 
Total Amount Due 
Due MMIDD, Add $XX.XX After This Date 

(Cont'd on Sheet No. 2-17) 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS II[~~~-~--
TITLE: Director Regulatory Services __.. 

By Authority Of Order By The Public Service Commission 

In Case No. 2014·00396 Dated XXXXXXXX 

$ 
$ 

X,XXX.XX 
X, XXX. XX 
x,xxx.xx 

X,XXX.XX 

xxx.xx 
XXX.XX 

XX.XX 

0.15 

xx.xx 
xx.xx 
XX.XX 

XX .XX 

XX .XX 

xx.xx 
XX .XX 

XX .XX 
xx.xx 
XX.XX 

XX .XX 

X,XXX.XX 

x,xxx.xx 

N 
N 

N 
N 

N 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 9 ORIGINAl" SHEET NO. 2-17 

CANCELJ"ING P.S.C.KY.NO. 9 SHEETNO. 2-17 

TERMS AND CONDITIONS OF SERVICE (Coot' d) 

Large Commercial and Industrial Bill Form- Page 2 

POBOX2o!401 

CAt ITO II, OH 4..!101..U01 

R·00·99999999B 

1\f'Co LARGEPOWffiCUSTOMffi 

123 AllY Sf REEf 

AllY CITY, KY 99989-8988 

Stealing copper is ilegaJand can hav-e 

deadly cons EqUal-res. Repatingcopper 
theft ooulds.a¥'e a life f yoU! h.&r~e.any 

irrf·J:X" nl3tbn1 ~ees e ce111-S6e-747-5845. 

Having a phone n.uml::er fa thE address 

can help us serveyoo betta, e pecBlly 

w hens tarrs cause sevice int-erruptions. 

Visit Ll5 .atww\'J .Kentudq•·Pow·e-.com 

Raies a,.·.a:iB.ble 'Cll'lll'equest 

See·Oth·er side fa Important hforrmtiDn 

m f!:wNrJ~~KY 
/; Llltll II( Arnrnhw Efn;;!T,'c fl{<Wl-

DATE OF ISSUE: December 23,2014 

I 

Moler Serdce Period MeterR oadino Detail 

Number From I To Pre...;Dus I Code I Current I Code 
999999999 I.H.!iD D 11.11,1/D [I XX»X I ."ctua I I = I .Actua I 

MultiolierX.'<XXXXX l.letered Usaoe J\.">0\XXXK'NH 

999999999 I,H,l!D D 11.1 MID D XX«X I ktual I XlOO<.X I Actual 
t.l ultip lier)()()(XXXX Metered Usage J\."<X.X« KW 

999999999 I loll.lJ[I[l ll.tioli1JD )()(\,"\X I .Actua I I = I Actual 

l.lulliolier )()()()()(XX l.letered Usaoe Xl\."{.XXXKVARH 
II e>! Scheduled read date should be bel'.•.een t.II.IIDD an<ll.lt,IAJ D 
13 Month Usage History Total KWH for Past 12 Months ISX,XXX,XXX 

Me-ter N'umber I Cvcle-Route I Bill Date I 
999999S99 I 99-99 I l,ll.llDD,I"tY 

Mmth T"""II<WH Davs I<WHPer Dav Cost Fe• Dav AVB'a:JE' TEillOelfBh.l"e 

Cun:rrt XXX,MX XX X )(>:X S,'!O.){_)O{ 63'F 
R":vious XXX,MX XX xxxx S>C¢<.}0{ OO'F 

On~ Y=sr A·;~n )()()(.)Oc'X XX xxxx 00000{ 4s= F 

Y.OIA' AV!:!9;:JE t,.1onthf'J' Us.~:: )O{X,XXX KWH 

Ad ·u Sled Usa a e MMIYY 
Power Power Factor Como. Meter 

F.actor Conslanl MultioUer 

Metered Usaae rxxm rxxx.xxxx 1 BillinCI Usa CIO 

XX)(XXX XX)(XXXKWH 
)()()()()()( )()()(XXX KW 
XX)(XXX XX)(X,"« KVPR H 

Contract C a pa dt;r= X,XXXXX High PrevDemand=X,X«.X On-l'k 
H ioh Pre•,• [I em and- X,X«.X Off.l' k 

Additional Messages 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS III~~
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. lO ORIGINAL SHEET NO.3- I 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 3-1 

CAPACITY AND ENERGY CONTROL PROGRAM 

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

I. Procedures During Abnormal System Frequency 

II. Capacity Deficiency Program 

III. Energy Emergency Control Program 

A copy of the Company's Emergency Operating Plan was filed with the Kentucky Public Service Commission on May I, 2-QQ.&. 
2014 in Administrative Case No. J£ 345 in compliance with the Commission's Order dated Jatmary 29, 1993 .May 18, 1993. 

I. PROCEDURES DURING ABNORMAL SYSTEM FREQUENCY 

A. INTRODUCTION 

Precautionary procedures are required to meet emergency conditions such as system separation and operation at subnormal 
frequency. In addition, the coordination of these emergency procedures with neighboring companies is essential. The AEP 
program, which is in accordance with ECAR Document 3, is noted below. 

B. PROCEDURES AEP/P JM 

I. From 59.8-60.2 Hz to the extent practicable utilize all operating and emergency reserves. The manner of utilization of these 
reserves will depend greatly on the behavior of the System during the emergency. For rapid frequency decline, only that 
capacity on-line and automatically responsive to frequency (spinning reserve), and such items as interconnection assistance 
and load reductions by automatic means arc of assistance in an·esting the decline in frequency. 

If the fi·equency decline is gradual, the Generation/Production Optimization Group, particularly in the deficient area, should 
invoke non-automatic procedures involving operating and emergency reserves. These efforts should continue until the 
frequency decline is anested or until automatic load-shedding devices operate at subnormal frequencies. 

2. At 59.75 Hz 
a. Suspend Automatic Generation Control (AGC) 
b. Notify Intenuptiblc Customers to drop load 

3. At 59.5 Hz automatically shed 5% of System internal load, excluding interruptibles, by relay action. (25 cycle, .42 sec. delay) 

4. At 59.4 Hz automatically shed an additional5% of System internal load, excluding interruptibles, by relay action. 
(25 cycle, .42 sec. delay) 

5. At 59.3 Hz automatically shed an additional5% of System internal load, excluding interruptibles, by relay action. 
(25 cycle, .42 sec. delay) 

6. At 59.1 Hz automatically shed an additional5% of System internal load, excluding inten·uptibles, by relay action. 
(25 cycle, .42 sec. delay) 

7. At 59.0 Hz automatically shed an additional5% of System internal load, excluding interruptibles, by relay action. 
(25 cycle, .42 sec. delay) 

8. At 58.9 Hz automatically shed an additional 5% of System internal load, excluding intciTuptiblcs, by relay action. 
(25 cycle, .42 sec. delay) 

(Cont'd on Sheet 3-2) 

DATE OF ISSUE: December 23, 2014 

ISSUED BY: JOHN A. ROGNESS Ill 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 20I4-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. to ORIGINAL SHEET NO. 3- 2 

CANCELLING P.S.C. KY. NO. 10 SHEET NO.3- 2 

CAPACITY AND ENERGY CONTROL PROGRAM (Cont'd) 

PROCEDURES DURING ABNORMAL SYSTEM FREQUENCY (cont'dl 

9. At 58.2 I Iz automatically trip the D.C. Cook Nuclear Units 1 and 2. 

I 0. At 58.0 Hz or at genetator minimum turbine off-frequency value, isolate generating unit without titm~ delay. 

l I' at any time in the above procedure the decline in area frequency is arrested below 59.0 Hz, that part of the System in the low 
rrequency area should shed an additional 10% of its initial load. If, after five minutes, this aclion has not returned the area 
tl-cquency to 59.0 Hz or above, that part of the System shall shed an additional l 0% of its remaining load and continue to repeat in 
five-minute intervals until 59.0 Hz is reached. These steps must be completed within the time constraints imposed upon the 
operation of generating units. 

II. CAPACITY DEFICIENCY PROGRAM 

A. PURPOSE 

To provide a plan for full utilization of emergency capacity resources and for orderly reduction in the aggregate customer demand 
on the American Electric Power (AEP)East/PJM Eastern System in the event of a capacity deficiency. 

ll. CRITERIA 

The gonls of AEP areis to safely and reliably operate the interconnected network in order to avoid widespread system outages as a 
consequence of a major disturbance. Precautionary procedures including maintaining Daily Operating Reserves, as specified in 
ECAR document 2, and PJM Manual Ml3, will assist in avoiding serious emergency conditions such as system separation and 
operation at abnormal frequency. However, adequate Daily Operating Reserves cannot always be maintained, so the use of 
additional emergency measures may be required. A Capacity Deficiency is a shortage of generation versus load and can be caused 
by generating unit outages and/or extreme internal load requirements. 

C. AEP EAST/P.IM PROCEDURES 

(note: the following section contains excerpts from PJM Manual- M13) 

OVERVIEW 

P.TM is responsible for determining and declaring that an Emergency is expected to exist, exists, or has ceased to exist in any part ol' 
the P.IM R'l'O or in any other Control Area that is interconnected directly or indirectly with the PJM RTO. PJM directs the 
operations of the P.IM Members as necessary to manage, allocate, or alleviate an emergency. 

• PJM RTO P.TM RTO Reserve Deficiencies- IfPJM determines that P.TM-scheduled resources available for an Operating T 
Day in combination with Capacity Resources operating on a self-scheduled basis are not sufficient lo maintain appropriate 
reserve levels for the PJM RTO, PJM performs the following actions: 

• Recalls energy from Capacity Resources that otherwise deliver to loads outside the Control Area unci dispatches that energy to 
serve load in the Control Area. 

• Purchases capacity or energy from resources outside the Control Area. P.TM uses its best efforts to purchase capacity or energy 
at the lowest prices available at the time such capacity or energy is needed. 'I11e price of any such capacity or energy is not 
considered in determining Locational Marginal Prices in the PJM Energy Market. The cost of capacity or energy is allocated 
among the Market Buyers as described in the P.TM Manual for Operating Agreement Accounting (M-28) 

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

(Cont'd on Sheet No. 3-3) 
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In Case No. 20I4-00396 Dated XXXXXXXX 



 
Exhibit JAR-9 

Page 23 of 191
KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 3- 3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO.3- 3 

CAPACITY AND ENERGY CONTROL PROGRAM (Cont'd) 

AEP EAST/PJM PROCEDURES (cont'd) 

CAPACITY SHORTAGES 

PJM is responsible for monitoring the operation of the PJM RTO, for declaring the existence of an Emergency, and for directing 
the operations of the PJM Member as necessmy to manage, alleviate, or end an Emergency. PJM also is responsible for transferring 
energy on the PJM Members behalf to meet an Emergency. PJM is also responsible for agreements with other Control Areas 
interconnected with the PJM RTO for the mutual provision of service to meet an Emergency. 
Exhibit I illustrates that there are three general levels of emergency actions for capacity shortages: 
• alerts 
• warnings 
• actions 

ALERTS 

The intent of the alerts is to keep all affected system personnel aware of the forecast and/or actual status ofthe PJM RTO. All alerts 
and cancellation thereof are broadcast on the "ALL-CALL" system and posted to selected PJM web sites to assure that all members 
receive the same information. 
Alerts arc issued in advance of a scheduled load period to allow sufficient time for members to prepare for m1ticipated initial 
capacity shortages. 

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

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

critical period. It is implemented when estimated operating reserve capacity is Jess than the forecast primary reserve requirement. 

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

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

Warnings 

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

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

(Cont'd on Sheet 3-4) 
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CAPACITY AND ENERGY CONTROL PROGRAM (Cont'd) 

AEP EAST/PJM PROCEDURES (cont'dl 

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

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

Actions 

'lbe PJM RTO is nmmally loaded according to bid prices; however, during periods of reserve deficiencies, other measures must be 
taken to maintain system reliability. These measures involve: 

• Loading generation that is restricted for reasons other than cost 
• Recalling nonwcapacity backed offwsystem sales 
• Purchasing emergency energy fi·om participants I sun·ounding pools 
o Load relief measures 

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

Ma'{imum Emergency Generation 
The purpose ofthe Maximum Emergency Generation is to increase the PJM RTO generation above the maximum economic level. It is 
implemented whenever generation is needed that is greater than the highest incremental cost level. 

Load Management Curtailments CALM) 

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

Step 1: Shott Time Frame to Implement (1 Hour or Less) 
• PJM dispatcher requests members to implement Load Management Curtailment, Step 1. 

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

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

(Cont'd on Sheet No. 3-5) 
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CAPACITY AND ENERGY CONTROL PROGRAM (Cont'd) 

Actions (cont'd) 

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

Voltage Reduction 
The purpose of Voltage Reduction during capacity deficient conditions is to reduce load to provide a sufficient amount of reserve to 
maintain tie flow schedules and preserve limited energy sources. A curtailment of non-essential building load is implemented prior to or 
at this same time as a Voltage Reduction Action. It is implemented when load relief is still needed to maintain tie schedules. 

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

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

Curtailment ofNon-Essential Building Load 
The purpose of the Curtailment of Non-Essential Building Load is to provide additional load relief, to be expedited prior 
to, but no later thau the same time as a voltage reduction. 

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

PJM/SCC- Public Appeal to conserve electricity usage 

Manual Load Dump 
The purpose of the Manual Load Dump is to provide load relief when all other possible means of supplying internal PJM RTO load have 
been used to prevent a catastrophe within the P JM RTO or to maintain tie schedules so as not to jeopardize the reliability of the other 
interconnected regions. It is implemented when the PJM RTO cannot provide adequate capacity to meet the PJM RTO's load or 
critically overloaded transmission Jines or equipment cannot be relieved in any other way and/or low frequency operation occurs in the 
PJM RTO, parts of the PJM RTO, or PJM: RTO and adjacent Control Areas that may be separated as an island. 

Addendum to Manual Load Dump Procedures 

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

Capacity Deficiency Summary 

A summary of the emergency alerts, warning and actions, together with the typical sequence and the method of communication, are 
presented in the following Table III-2 on Tariff Sheet No. 3-6. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO.3- 6 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.3- 6 

CAPACITY AND ENERGY CONTROL PROGRAM (Cont'd) 

Communications Description 

PJM-POG via All-Call 
SCC/POG review scheduled or 

Maximum Emergency 
PJM-SCC via All-Call 

actual maintenance affecting capacity 
Generation 

SCC-TDC 
or critical transmission to determine if 
it can be deferred or cancelled 

PJM-POG via All-Call 
Primary Reserve PJM-SCC via All-Call (Same as above) 

SCC-TDC 

Voltage Reduction 
PJM-SCC via All-Call SCC/TDC to identify stations for 
SCC-TDC Voltage Reduction 

Voluntary Customer Load PJM-POG via All-Call 
Not Applicable 

Curtailment PJM-SCC via All-Call 

PJM-POG via All-Call 
SCC/POG ensure that all deferrable 

Primary Reserve PJM-SCC via All-Call 
maintenance or testing affecting 

SCC-TDC 
capacity or critical transmission is 
halted. 

Voltage Reduction & Reduction 
PJM-POG via All-Call SCC to inform TDC to man Voltage 

of Non-Critical Plant Load 
PJM-SCC via All-Call Reduction Stations & prepare for 
SCC-TDC Voltage Reduction 
PJM-SCC via All-Call 

Manual Load Dump 
SCC- POG-Environmental Lifting of Environmental Restrictions 
Services ( See Table 111-5) 
SCC-TDC-DDC 

Obtain permission to 

Make preparations for a Public 
exceed opacity limits 

Appeal if one becomes 
Obtain permission to 

exceed heat input limits 
necessary. 

Obtain permission to 
exceed river temperature limits 
Supplemental Oil & Gas Firing; 

Maximum Emergency PJM-POG via All-Call Operate Generator Peakers; 
Generation PJM-SCC via All-Call Emergency Hydro; 

Extra Load Capability 
Load Management Curtailment PJM-SCC via All-Call Step 3- 1267 Mws- 1 hr. 249 Mws 
(ALM) sec- POG -2 hr 
Load Reduction Program PJM-SCC via All-Call Not Applicable 

Voltage Reduction 
PJM-SCC via All-Call Initiate Voltage Reduction- AEP/PJM 
sec -TDC & sec - POG -64 Mws 

Curtailment of Non-Essential 
PJM-POG via All-Call 

Initiate curtailment of AEP building 
PJM-SCC via All-Call 

Building Load 
SCC- Building Services 

load- 4.4 Mws 

Voluntary Customer Load PJM-POG via All-Call 
Not Applicable 

Curtailment PJM-SCC via All-Call 
sec Corporate Radio and TV alert to general public 

Public Appeal Communications 
(may be issued at any stage of SCC- Customer Services Call to Industrial and Commercial 
the Action items) SCC- POG Customers 

SCC-TDC Municipal and REMC Customers 
PJM-SCC via All-Call 

Manual Load Dump 
SCC-POG-Environmental PJM Allocation based on 
Services deficient zones 
SCC-TDC-DDC 

Lift Environmental Restrictions 
on units 
Selected distribution customers 
(manual load curtailment) 

(Cont'd on Sheet No.J-7) 
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EEA 1 

POG to reduce plant load. 
(See Table 111-4) 

Manual & Automatic Load 
Shedding 

SCCJTDC will review local 
computer procedures and 
man manual load shedding 
stations 

See Table 111-3 

EEA2 
(DOE Report) 

Issued approx. same time 
as Voltage Reduction 

EEA3 
(DOE Report) 

2% ofAEP 
Internal Load 

1276 Mws- 1 hr 
+ 320 Mws- 2 hr 

7% ofCust. Load 

(regains curtailed 
generation) 

Execute MLD 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 3-7 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 3-7 

CAPACITY AND ENERGY CONTROL PROGRAM (Cont'dl 

Energy Emergency Alert Levels (reference NERC Appendix SC) 

1. Ale1t I -All available resources in use. 

Circumstances: 
• Control Area, Reserve Sharing Group, or Load Serving Entity foresees or is experiencing conditions where all 

available resources are committed to meet firm load, finn transactions, and reserve commitments, and is concerned 
about sustaining its required Operating Reserves, and 

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

2. Alert 2 - Load management procedures in effect. 

Circumstances: 
• Control Area, Reserve Sharing Group, or Load Serving Entity is no longer able to provide its customers' expected 

energy requirements, and is designated an Energy Deficient Entity. 

• Energy Deficient Entity foresees or has implemented procedures up to, but excluding, interruption of firm load 
commitments. When time permits, these procedures may include, but are not limited to: 
• Voltage reduction 
• Emergency Curtailable Service 
• Public appeals to reduce demand 
• Interruption of nonMfirm end use loads in accordance with applicable contracts, for emergency, not economic 

reasons 
• DemandMside management 
• Utility load conservation measures 

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

2.1 Notifying other Control Areas and Market Participants. 

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

2.3 Share information on resource availability. 

2.4 Evaluating and mitigating trm1smission limitations. 
2.4.1 Notification of ATC adjustments. 
2.4.2 Availability of generation redispatch options. 
2.4.3 Evaluating impact of current Transmission Loading Relief events. 
2.4.4 Initiating inquiries on reevaluating Operating Security Limits. 

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

2.6 Energy Deficient Entity actions. Before declaring an Alert 3, the Energy Deficient Entity must make 
use of available resources. This includes but is not limited to: 

2.6.1 All available generation units are on line. All generation capable of being on line in the time ii·ame of 
the emergency is on line including quickMstart and peaking units, regardless of cost. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO.3- 8 

CANCELLING P.S.C. KY. NO. 10 SHEET NO.3- 8 

CAPACITY AND ENERGY CONTROL PROGRAM fCont'dl 

Energy Emergency Alert Levels (reference NERC Appendix SC) (Coot' d) 

2.6.2 Purchases made regardless of cost. All firm and non=finn purchases have been made regardless of cost. 

2.6.2 Non-finn sales recalled and contractually interruptible loads and DSM curtailed. All non-frrm sales have 
been recalled, contractually inteiTuptiblc retail loads curtailed, and Demand-side Management activated 
within provisions of the agreements. 

2.6.3 Operating Reserves. Operating reserves are being utilized such that the Energy Deficient Entity AEP is 
carrying reserves below the required minimum or has initiated emergency assistance through its operating 
reserve sharing program. 

3. Alert 3- Firm load interruption imminent or in progress. 

Circumstances: 
• Control Area or Load Serving Entity foresees or has implemented firm load obligation interruption. The available 

energy to the Energy Deficient Entity, as determined fi·om Alert 2, is only accessible with actions taken to increase 
transmission transfer capabilities. 

3.1 Continue actions from Alert 2. 

3.2 Declaration Period. The Energy Deficient Entity sl1all update the Reliability Coordinator of the situation at a 
minimum of every hour until the Alert 3 is terminated. 

3.3 Use of Transmission short-time limits. 

3.4 Reevaluating and revising Operating Security Limits. 
3.4.1 AEP Energy Deficient Entity obligations. The deficient Control Area or Load Serving Entity must agree 

that, upon notification from its Reliability Coordinator of the situation, it will immediately take 
whatever actions arc necessary to mitigate any undue risk to the Interconnection. These actions may 
include load shedding. 

3.4.2 Mitigation of cascading failures. The Reliability Coordinator shall usc his best efforts to ensure that 
revising Operating Security Limits would not result in any cascading failures within the 
Interconnection. 

3.5 Returning to pre-emergency Operating Security Limits. Whenever energy is made available to an Energy 
Deficient Entity such that the transmission systems can be returned to their pre-emergency Operating Security 
Limits, the Control Area Coordinator Energy Deficient Entity shall notify its respective Reliability Coordinator 
and downgrade the Alert. 
3.5.1 Notification of other parties, Notifications will be made via Oasis and the RCIS. 

3.6 Reporting. Any time an Alert 3 is declared, the Control Area Coordinator Energy Deficient Entity shall 
complete the report listed in NERC Appendix 9B, Section C and submit this report to its respective Reliability 
Coordinator within two business days of downgrading or termination of the Alert. Upon receiving the report, 
the Reliability Coordinator shall review it for completeness and immediately forward it to the NERC staff for 
posting on the NERC web site. The Reliability Coordinator shall present this repmt to the appropriate NERC 
Sub-committee Reliability Coordinator Working Group at its next scheduled meeting. 

4. Alert 0- Termination. When the Energy Deficient Entity believes it will be able to supply its customers' energy requirements, 
it shall request of his Reliability Coordinator that the EEA be terminated. 

4.1 Notification, 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO.3- 9 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 3- 9 

CAPACITY AND ENERGY CONTROL PROGRAM 

Ill. ENERGY EMERGENCY CONTROL PROGRAM 

A. INTRODUCTION 

The purpose of this plan is to provide for the reduction of the consumption of electric energy on the American Electric Power 
Company System in the event of a severe coal fuel shortage, such as might result from a general strike, or severe weather. 

B. PROCEDURES 

In the event of a potential severe coal shortage, such as one resulting from a general coal strike, the following steps will be 
implemented. These steps will be carried out to the extent permitted by contractual commitments or by order of the regulatory 
authorities having jurisdiction. 

A. To be initiated when system fuel supplies are decreased to 70% of normal target days' operation of coal-fired generation and a 
continued downward trend in coal stocks is anticipated: 

I. Optimize the usc of non-coal-fired generation to the extent possible. 

2. For individual plants significantly under 750% of normal minimum target days' supply, review the prudence of 
modifying economic dispatching procedures to conserve coal. 

3. If necessary discontinue all economy sales to neighboring utilities. 

4. Curtail the usc of energy in company offices, plants, etc., over and above the reductions already achieved by current in
house conservation measures. 

B. To be initiated when system fuel supplies are decreased to 60% of normal target days' operation of coal-fired generation and a 
continued downward trend in coal stocks is anticipated: 

1. Substitute the use of oil for coal, as permitted by plant design, oil storage facilities, and oil availability. 

2. Discontinue all economy and short-term sales to neighboring utilities. 

3. Limit emergency deliveries to neighboring utilities to situations where regular customers of such utilities would 
otherwise be dropped or where the receiving utility agrees to return like quantities of energy within 14 days. 

4. Curtail electric energy consumption by customers on Interruptible contracts to a maximum of 132 hours of use at contract 
demand per week. 

5. Purchase energy from neighboring systems to the extent practicable. 

6. Purchase energy fi·om industrial customers with generation facilities to the extent practicable. 

7. Through the use of news media and direct consumer contact, appeal to aii customers (retail as weii as wholesale) to 
reduce their nonessential usc of electric energy as much as possible, in any case by at least 25%. 

8. Reduce voltage around the clock to the extent feasible. 

9. The Company will advise customers of the nature of the mandatory program to be introduced inC below, through direct 
contact and mass media, and establish an effective means of answering specific customer inquiries concerning the impact 
of the mandatory program on electricity availability. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO.3- 10 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 3-10 

CAPACITY AND ENERGY CONTROL PROGRAM(Cont'd) 

Ill. ENERGY EMERGENCY CONTROL PROGRAM(Cont'd) 

B. PROCEDURES (Cont'd) 

C. To be initiated -- in the order indicated below -- when system fuel supplies are decreased to 50% of normal target days' 
operation of coal-fired generation plants and a continued downward trend in coal stocks is anticipated: 

1. Discontinue emergency deliveries to neighboring utilities unless the receiving utility agrees to retum like quantities of 
energy within seven days. 

2. Request all customers, retail as well as wholesale, to reduce their nonessential use of electric energy by 100%. 

3 Request, through mass communication media, curtailment by all other customers a minimum of 15% of their electric use. 
These uses include lighting, air-conditioning, heating, manufacturing processes, cooking, refrigeration, clothes washing 
and drying and any other loads that can be curtailed. 

4. Ail customers will be advised of the mandatory program specified below in D. 

D. To be initiated when system fuel supplies are decreased to 40% of normal target days' operation of coal-fired generation and a 
continued downward trend in coal stocks is anticipated: 

I. Implement procedures for curtailment of service to all customers to a minimum service level that is not greater than that 
required for protection of human life and safety, protection of physical plant facilities and employees' security. This step 
asks for curtailment of the maximum load possible without endangering life, safety and physical facilities. 

2. All customers will be advised of the mandatory program specified below in E. 

E. To be initiated when system fuel supplies are decreased to 30% ofnonnal target days' operation of coal-fired generation and a 
continued downward trend in coal stocks is anticipated: 

Implement procedures for interruption of selected distribution circuits on a rotational basis, while minimizing- to the extent 
practicable- interruption to facilities that are essential to the public health and safety. (See Section II, Step 14.) 

F. The Energy Emergency Control Program will be terminated when: 

1. The AEP System's remaining days of operation of coal-fired generation is at least 40% of normal target days' operation, 
and 

2. Coal deliveries have been resumed, and 
3. There is reasonable assurance that the AEP System's coal stocks are being restored to adequate levels. 

With regard to mandatory curtailments identified in Items C, D, and E above, the Company proposes to monitor compliance after 
the f"hct. A customer exceeding his electric allotment would be warned to curtail his usage or face, upon continuing noncompliance and 
upon one day's actual written notice, disconnection of electric service for the duration of the energy emergency. 
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CANCELLING P.S.C. KY. NO. 10 SHEET NO.4- I 

STANDARD NOMINAL VOLTAGES 

The voltage available to any individual customer shall depend upon the voltage of the Company's lines serving 
the area in which customer is provided service. 

Electric service provided under the Company's rate schedules will be 60 hertz alternating current delivered from 
various load centers at nominal voltages and phases as available in a given location as follows: 

SECONDARY DISTRIBUTION VOLTAGES. 

Residential Service 

Single phase 120/240 volts three wire or 120/208 volts three wire on network system. 

General Service - All Except Residential 

Single-phase 120/240 volts three wire or 120/208 volts three wire on network system. Three-phase 120/208 volts 
four wire on network system, 120/240 volts four wire, 240 volts three wire, 480 volts three wire and 277/480 volts 
four wire. 

PRIMARY DISTRIBUTION VOLTAGES. 

The Company's primary distribution voltage levels at load centers are 2,400; 4,160Y; 7,200; 12,470Y, 19,900 
and 34,500Y. 

SUBTRANSMISSION LINE VOLTAGES. 

The Company's sub transmission voltage levels are 19,900; 34,500; 46,000; and 69,000. 

TRANSMISSION LINE VOLTAGES. 

The Company's transmission voltage levels are 138.000; 161.000; 345,000; and 765,000. 
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KENTUCKY POWER COMPANY 

APPLICABLE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO.5- 1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.5- 1 

TARIFF F.A.C. 
(Fuel Adjustment Clause) 

To Tariffs R.S.,Experimental R.S.T.O.D. 2, R.S.-L.M.-T.O.D. R.S.-T.O.D., S.G.S., !lJEperimen!al S.G.S.-T.O.D.,M.G.S., M.G.S.- T 
T.O.D., L.G.S., L.G.S. T.O.D., Q.P., C.I.P. T.O.D. IG.S., C.S.-I.R.P., M.W., O.L., and S.L. 

1. The fuel clause shaiJ provide for periodic adjustment per kwh of sales equal to the difference between the fuel costs per 
kwh of sales in the base period and in the current period according to the foliowing formula: 

Adjustment Factor= 
.l'imL - l'lhl 
S (m) S (b) 

Where F is the expense of fossil fuel in the base (b) and current (m) periods; and S is sales in the base (b) and cmTcnt (m) 
periods, all as defined below: 

2. F(b)/S(b) shall be so determined that on the effective date of the Commission's approval of the utility's application ofthe 
formula, the resultant adjustment wi11 be equal to zero (0). 

3. Fuel costs (F) shall be the most recent actual monthly cost of: 

a. Fossil fuel consumed in the utility's own plants, and the utility's share of fossil and nuclear fuel consumed in 
jointly owned or leased plants, plus the cost of fuel which would have been used in plants suffering forced 
generation or transmission outages, but less the cost of the fuel related substitute generation, plus 

b. The actual identifiable fossil and nuclear fuel costs [if not known--the month used to calculate fuel (F), shall be 
deemed to be the same as the actual unit cost of the Company generation in the month said calculations arc made. 
When actual costs become known, the difference, if any, between fuel costs (F) as calculated using such actual 
unit costs and the fuel costs (F) used in that month shall be accounted for in the current month's calculation of 
fuel costs (F)] associated with energy purchased for reasons other than identified in paragraph (c) below, but 
excluding the cost of fuel related to purchases to substitute the forced outages, plus 

c. The net energy cost of energy purchases, exclusive of capacity or demand charges (irrespective of the designation 
assigned to such transaction) when such energy is purchased on an economic dispatch basis. Included therein 
may be such costs as the charges for economy energy purchases and the charges as a result of scheduled outage, 
all such kinds of energy being purchased by the Company to substitute for its own higher cost energy; and Jess 

d. The cost of fossil fuel recovered through intersystem sales including the fuel costs related to economy energy 
sales and other energy sold on an economic dispatch basis. 

e. All fuel costs shall be based on weighted average inventory costing. 

4. Forced outages are all nonscheduled losses of generation or transmission which require substitute power for a 
continuous period in excess of six (6) hours. Where forced outages are not as a result of faulty equipment, faulty 
manufacturer, faulty design, faulty installations, faulty operation, or faulty maintenance, but are Acts of God, riot, 
insurrection or acts of the public enemy, then the utility may, upon proper showing, with the approval of the 
Commission, include the fuel costs of substitute energy in the adjustment. Until such approval is obtained, in 
making the calculations of fuel costs (F) in subsection (3)(a) and (b) above, the forced outage costs to be 
subtracted shall be no less than the fuel cost related to the lost generation. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 5-2 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 5-2 

TARIFF F.A.C. (Cont"d) 
(Fuel Adjustment Clause) 

5. Sales (S) shall be all·kwh's sold, excluding intersystem sales. Where, for any reason billed system sales cannot be coordinated 
with the fuel costs for the billing period, sales may be equated to the sum of (i) generation, (ii) purchases, (iii) interchange in, 
less {iv) energy associated with pumped storage operations, Jess (v) intersystem sales referred to in subsection (3)(d) above, less 
(vi) total system loss. Utility used energy shall not be excluded in the determination of sales (S). 

6. The cost of fossil fuel shall include no items other than the invoice price of fuel less any cash or other discounts. The invoice 
price of fuel includes the cost of the fuel itself and necessary charges for transportation of the fuel from the point of acquisition 
to the unloading point, as listed in Account 151 ofFERC Uniform System of Accounts or Public Utilities and Licensees. 

7. At the time the fuel clause is initially filed, the utility shall submit copies of each fossil fuel purchase contract not otherwise on 
file with the Commission and all other agreements, options or similar such documents, and all amendments and modifications 
thereof related to the procurement of fuel supply and purchased power. Incorporation by reference is permissible. Any 
changes in the documents, including price escalations, or any new agreements entered into after the initial submission, shall be 
submitted at the time they are entered into. Where fuel is purchased from utility-owned or controlled sources, or the contract 
contains a price escalation clause, those facts shall be noted and the utility shall explain and justify them in writing. Fuel 
charges, which are unreasonable, shall be disaiiowed and may result in the suspension of the fuel adjustment clause. The 
Commission on its own motion may investigate any aspect of fuel purchasing activities covered by this regulation. 

8. Any tariff filing which contains a fuel clause shall conform that clause with this regulation within three (3) months of the 
effective date of this regulation. The tariff filing shall contain a description of the fuel clause with detailed cost support. 

9 The monthly fuel adjustment shall be filed with the Commission ten (10) days before it is scheduled to go into effect, along 
with all the necessary supporting data to justify the amount of the adjustments, which shall include data, and information as 
may be required by the Commission. 

10. Copies of all documents required to be filed with the Commission under this regulation shall be open and made available for 
public inspection at the office of the Public Service Commission pursuant to the provisions ofKRS61.870 to 61.884. 

11. At six (6) month intervals, the Commission will conduct public hearings on a utility's past fuel adjustments. The Commission 
will order a utility to charge off and amortize, by means of a temporary decrease of rates, any adjustment it finds unjustified 
due to improper calculation or application of the charges or improper fuel procurement practice. 

12. Every two (2) years following the initial effective date of each utility fuel clause, the Commission in a public hearing will 
review and evaluate past operations of the clause, disallow improper expenses, and to the extent appropriate, reestablish the fuel 
clause charge in accordance with Subsection 2. 

13. Resulting cost per kilowatt-hour in June 2008 to be used as the base cost in Standard Fuel Adjustment Clause is: 

Fuel- June 2008 ~ $16,138,627 ~ $ 0.02840/kwh 
Sales June 2008 568,162,000 

This, as used in the Fuel Adjustment Clause, is 2.840¢ per kilowatt-hour. 
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CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-1 

AVAILABILITY OF SERVICE. 

TARIFFR.S. 
(Residential Service) 

Available for full domestic electric service through I (one) meter to individual residential customers including rural residential customers 
engaged principally in agricultural pursuits. 

RATE. (Tariff Codes 015,017, 022) 
Service Charge ............................................................................ . 
Energy Charge: ........................................................ . 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

$ &00 $16.00 per month 
MW¢ 9.035¢ per KWH 

Bills computed according to the rates set fmth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in 
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 m1d 19-2 of this Tmiff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills Computed according to the rates set forth herein will be increased or decreased by an Etq:Jerimenta-1 a Demand-Side Management 
Adjustment Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet 
Nos. 22-1 through 22-13 ofthis Tariff Schedule. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based on a 
percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff Schedule. The Asset 
Transfer Acfjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual basis) authorized 
to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by its order dated 
October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment Factor 
based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of this Tariff 
Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment Factor 
per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this Tariff Schedule 

(Cont'd on Sheet No. 6-2) 
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PURCHASE POWER ADJUSTMENT. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-2 

TARIFF R.S. (Coot' d) 
(Residential Service) 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based on 
a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of the Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P JM Rider per kWh calculated in compliance 
with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this TarijJSchedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric hills 
rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 15¢ 
per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance Program 
charge will be applied to all residential electric bills rendered during the billing cycles commencing July 20 I 0 and continue until 
otherwise directed by the Public Service Commission. 

N 

l 
N 

N 

I 
N 

NERC COMPLIANCE AND CYBERSECURITY RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider I 
Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 
through 40-3 of this Tariff Schedule. N 

DELAYED PAYMENT CHARGE. 

Bills under this tariff arc due and payable within fifteen (15) days of the mailing date. On all accounts not paid in full by the next billing 
date, an additional charge of5% of the unpaid portion will be made. 

VOLUNTEER FIRE DEPARTMENTS (tariff Code 024) 

Volunteer Fire Departments may qualify pursuant to KRS 278.172 for this tariff but will be required to provide a completed Form 990 
and update it annually. 

(Cont'd on Sheet No. 6-3) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After Tanuarv 23. 2015 
~ ............. 

ISSUED BY: JOHN A. ROGNESS!~~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-3 

CANCELLING !'.S.C. KY. NO. 10 SHEET NO. 6-3 

TARIFF R.S.(Cont'd) 
(Residential Service) 

STORAGE WATER HEATING PROVISION. 

This provision is withdrawn except for the present installations of current customers receiving service hereunder at premises 
served prior to April I, 1997. 

!(the customer installs a Company approved storage water heating system which consumes electrical energy only during 
off-peak hours as specified by the Company and stores hot water for use during on-peak hours, the following shall apply: 

Tariff Code 
012 

013 

014 

(a) For Minimum Capacity of 80 gallons, the last 300 KWH of usc in any month shall be billed at 4. 940¢ 
per KWH. 

(b) for Minimum Capacity of I 00 gallons, the last 400 KWH of use in any month shall be billed at 4. 940¢ 
per KWH. 

(c) For Minimum Capacity of 120 gallons or greater, the last 500 KWH of use in any month shall be billed at 
4.940¢ per KWH. 

These provisions, however, shall in no event apply to the first 200 KWH used in any month, which shall be billed in 
accordance with the "Monthly Rate" as set forth above. 

For purpose of this provision, the onwpeak billing period is defined as 7:00A.M. to 9:00P.M. for all weekdays, Monday 
through Friday. The offwpeak billing period is defined as 9:00PM to 7:00AM for all weekdays and all hours or Saturday 
and Sunday. 

The Company reserves the right to inspect at all reasonable times the storage water heating system and devices which 
qualify the residence for service under the storage water heater provision, and to ascertain by any reasonable means that the 
timewdifferentiated load characteristics of such devices meet the Company's specifications. If the Company finds that in its 
sole judgment the availability conditions of this provision are being violated, it may discontinue billing the Customer under 
this provision and commence billing under the standard monthly rate. 

This provision is subject to the Service Charge, the Fuel Adjustment Clause, the System Sales Clause, the Demand-Side 
Management Clause, the Asset Transfer Rider, Big Sandy Retirement Rider, Big Sandy I Operation Rider, the Pun:hase 
Power Adjustment, the Environmental Surcharge, the Capacity Charge, the P.J.AJ. Rider, the Kentucky Economic 
/Jeve/opment Rider, the Residential HEAP Charge, NERC Compliance and Cybersecurity Rider factors as stated in the 
above monthly rate. 

(Cont'd. on Sheet No. 6-4) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rcndere~~ 23, :21)~5 

ISSUED BY: JOHN A. ROGNESS~~~~ 

'lTfLE: Director Regulatory Services ~ 
By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

T 
T 
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KICNTUCKY POWER COMPANY P.S.C. KY. NO. IO ORIGINAL SHEET NO. 6-4 

CANCELLING P.S.C. KY. NO. to SHEET NO. 6-4 

TARIFFR.S. 
(Residential Service) 

LOAD MANAGEMENT WATER-HEATING PROVISION. (TariiiCodc 011) 

!'or residential customers who install a Cmnpasy ElfJJ3fS;'eEl load management waterRheating ::;ystem which consumes electrical energy T 
fH'-i-1-Hafi-1-y during off-peak hours specified by the Company and stores hot water for use during on-peak hours, of minimum capacity of 80 
gallons, the last 250 KWH of use in any month shall be billed at+.94G¢ 5.216¢ per KWH. I 

This provision, however, shall in no event apply to the first 200 KWH used in any month, which shall be billed in accordance with the 
"Monthly Rate" as set forth above. 

For the purpose of this provision, the on-peak billing period is defined as 7:00A.M. to 9:00P.M. 10r all vveekdays, Monday through 
Priday. The off-peak billing period is defined as 9:00P.M. to 7:00A.M. tOr all weekdays and all hours of Saturday and Sunday. 

The Company reserves the right to inspect at all reasonable times the load management water-heating system(s) and devices which qualify 
the residence for service under the Load Management Water-Heating Provision. If the Company finds that, in its sole judgment, the 
availability conditions of this provision are being violated; it may discontinue billing the Customer under this provision and commence 
billing under the standard monthly rate. 

This provision is subject to the Service Charge, the Pucl Adjustment Clause, the System Sales Clause, the Demand-Side Management 
Clause, the Asset Transfer Rider, the Purchase Power Adjustment, the Environmental Surcharge, the Capacity Charge and the Residential 
I lEAP Charge factors as stated in the above monthly rate. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This service is available to rural domestic customers engaged principally in agricultural pursuits where service is taken through one meter 
for residential purposes as well as fOr the usual farm uses outside the home, but it is not extended to operations of a commercial nature or 
operations such as processing, preparing or distributing products not raised or produced on the farm, unless such operation is incidental to 
the usual residential and farm uses. 

+Iii"' tariff' is available ror single }3Rase seF\ iee enly. WHere 3 phase pswer serviee is ref:J:uired L:AEI/er v.Aere FHHter,; er IH~a-ting equiflFFHml D 
nre ttsed ftlr semmereial SF inElustrial fH:lFflSSes, assther a)3J3liea8le tariff·n ill <:flply te sueH serviee. 

The Company shall have the option of reading meters monthly or bimonthly and rendering bills accordingly. When bills are rendered 
bimonthly, the minimum charge and the quantity of K WI-I in each block of the rates shall be multiplied by tvvo. 

Pursuant to 807 KAR 5:041, Section 11, paragraph (1 ), of Public Service Commission Regulations, the Company will make an extension 
of l ,000 feet or less to its existing distribution line without charge for a prospective permanent residential customer served under this R.S. 
Tarif[ Pursuant to 807 KAR 5:041 Section 12 extensions of up to 150 .feet for a mobile home are provided without charge. 

This tariff is availahlejOr single-phase, residential service. Where the residential customer requests three-phase service, th;s taq[(wilf 
apply if the residential customer pays to the Company the difference bet"ween constructing single-phase se111ice and three-phase se/11ice. 
Whae motors or heating eqrdpment are used for commercial or industrial Plii1Joses, the applicable general service Laq[f will apply to 
such se111ice. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shull take service under Tariff 
COGEN/SPP Tor by special agreement. 

(Cont'd on Sheet No. 6-5) 

DATE OF ISSUE: December 23, 2014 

ISSUED BY: JOl-IN A. ROGNESS Ill 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

N 

N 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-5 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-5 

TARIFF R.S.-L.M.-T.O.D. 
(Residential Service Load Management Time-of-Day) 

A Y AlLABlLITY OF SERVICE. 

Available to customers eligible for TariffR.S. (Residential Service) who use energy storage devices with time-differentiated load 
characteristics approved by the Company which consume electrical energy only during off-peak hours specified by the Company and store 
energy for use during on-peak hours. 

Households eligible to be served under this tariff shall be metered through eRe siagle f)Aase a multiple-register meter capable of measuring T 
electrical energy consumption during the on-peak and off-peak billing periods. 

RATE. (Tariff Codes 028,030,032, 034) 
Service Charge .............................................................................. $~ 18.70 per month 
Energy Charge: 
All KWH used during on-peak billing period............................ =¢ 13.879¢ per KWH 
All KWH used during off-peak billing period.............................. +.94Q¢ 5.216¢ per KWH 

For the purpose of this tariff, the on-peak billing period is defined as 7:00AM. to 9:00P.M. for all weekdays, Monday through Friday. 
The off-peak period is defined as 9:00P.M. to 7:00A.M. for all weekdays and all hours of Saturday and Sunday. 

CONSERY A TION AND LOAD MANAGEMENT CREDIT. 

For the combination of an approved electric thermal storage space heating system and water heater, both of which are designed to consume 
electrical energy only between the hours of 9:00P.M. and 7:00AM. for all days of the week, each residence will be credited 0.745¢ per 
KWH for all energy used during the off-peak billing period, for a total of 60 monthly billing periods following the installation and use of 
these devices in such residence. 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in 
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Demand-Side Management Adjustment Clause 

I 

I 

I 

Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 22- T 
13 of this Tariff Schedule. 

(Con!' d. on Sheet 6-6) 

DATE OF ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 20I5 

ISSUED BY: JOHN A ROGNESS lll ~·-
TITLE: Director Regulatory Services ,, ___ --- ___ : _____ ~ .. ,___ ------~ 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-6 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-6 

TARIFF R.S.-L.M.-T.O.D. (Cont'd) 
(Residential Service Load Management Time-of-Day) 

ASSET TRANSFER RIDER 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment factor based on 
a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff Schedule. 
The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual 
basis) authorized to be recovered via Tariff A. T.R in the Stipulation and Settlement Agreement, approved as modified by the 
Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet Nos. 38-1 thru 38-2 of 
this Tariff Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy I Operation Rider Adjustment 
Factor per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet No. 39-1 through 39-2 of this 
Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustrnent Factor based 
on a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthru 29-5 of this Tariff 
Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in 
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 and 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P JA1 Rider factor per kWh calculated in 
compliance with the PJM Rider contained in Sheet Nos. 24-1 thru 24-3 of this Tariff Schedule. 

(C:ont'd on Sheet No. 6-7) 

DATE OF ISSUE: December23,2014 

DA1E EFFECTIVE: Service Rendered On And After Januarv 23, 2015 

ISSUED BY: JOHN A. ROGNESS Ill~~ @ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

N 
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N 

N 

I 
N 

N 

N 

N 

I 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6- 7 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-7 

TARIFF R.S.-L.M.-T.O.D. (Con!' d) 
(Residential Service Load Management Time-of-Day) 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. N 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 
per month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer 
electric bills rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public 
Service Commission. N 

HOME ENERGY ASSISTANCE PROGRAM !HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP 
charge of 15¢ per meter per month and shall be shown on the residential customers' bill as a separate line item. The Home 
Energy Assistance Program charge will be applied to all residential electric bills rendered during the billing cycles commencing 
July 2010 and continue until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity 
Rider Adjustment Factor per kW and/or kWh calculated in compliance with the NERC Compliance Cybersecurity Rider 
contained in Sheet Nos. 40-1 thru 40-3 of this Tariff Schedule. 

DELAYED PAYMENT CHARGE. 

Bills under this tariff are due and payable within fifteen (15) days of the mailing date. On all accounts not paid in full by the 
next billing date, an additional charge of 5% of the unpaid portion will be made. 

SEPARATE METERING PROVISION. 

Customers who use electric thermal storage space heating and water heaters which consume energy only during off-peak hours 
specified by the Company, or other automatically controlled load management devices such as space and/or water heating 
equipment that use energy only during off-peak hours specified by the Company, shaH have the option of having these approved 

N 

I 
N 

load management devices separately metered. The service charge for the separate meter shall be $J-.QQ. $3.85 per month. I 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

The Company reserves the right to inspect at all reasonable times the energy storage and load management devices which qualify 
the residence for service and for conservation and load management credits under this tariff, and to ascertain by any reasonable 
means that the time-differentiated load characteristics of such devices meet the Company's specifications. If the Company finds, 
that in its sole judgment, the availability conditions of this tariff are being violated, it may discontinue billing the Customer under 
this tariff and commence billing under the appropriate Residential Service Tariff. 

This tariff is available for single-phase, residential service. Where the residential customer requests three-phase service, this N 
tariff will apply if the residential customer pays to the Company the difference between constructing single-phase service and ! 
three-phase service. Where motors or heating equipment are used for commercial or industrial pwposes, the applicable general 
service tariff will apply to such service. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under 
Tariff COGEN/SPP I or by special agreement with the Company. 

(Cont'd on Sheet 6-8) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS III~
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated Xxxxxx."Xx 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-8 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-8 

TARIFF R.S.- T.O.D. 
(Residential Service Time-of-Day) 

Available for residential electric service through a ene single phase multiple-register meter capable of measuring electrical energy T 
consumption during the on-peak and off-peak billing periods to individual residential customers, including residential customers 
engaged principally in agricultural pursuits. Availability is limited to the first 1,000 customers applying for service under this tariff. 

(Tariff Code 036) 
Service Charge ......................................................................... . $= $18.70permonth 
Energy Charge: 
All KWH used during on-peak billing period ............................. . 
All KWH used during off-peak billing period ............................ . 

~ 13.879¢ per KWH 
~5.216¢ perKWH 

For the purpose of this tariff, the on-peak billing period is defmed as 7:00A.M. to 9:00P.M. for all weekdays, Monday through 
Friday. The off-peak period is defined as 9:00P.M. to 7:00A.M. for all weekdays and all hours of Saturday and Sunday. 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-l and 5-2 ofthis Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bill computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment 
Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 
22-1 through 22-13 of this Taritf Schedule. 

ASSET TRANSFER RIDER. 

Bilis computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment actor based on 
a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff Schedule. 

I 

I 

I 

T 

The Asset Tramfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual N 
basis) authorized to be recovered via Tariff A.T.R in the Stipulation and Settlement Agreement, approved as modified by the I 
Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. & 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment Nl 

Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet Nos. 38-1 thru 38-2 of 
this Tariff Schedule. N 

(Cont"d on Sheet No. 6-9) 

DATE OF ISSUE: December 23,2014 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

BIG SANDY I OPERATION RIDER. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-9 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-9 

TARIFF R.S.- T.O.D. 
(Residential Service Time-of-Day) 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Acfjustment 
Factor per kWh calculated in compliance with the Big Sandy I Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this 
Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based 
on a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment 
based on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this 
Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in 
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 thru 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P JAf Rider per kWh calculated in 
compliance with the PJA1 Rider contained in Sheet Nos. 24-1 through 24-3 of this TarijfSchedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 
per month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer 
electric bills rendered during the billing cycles commencing July 2015 and continue until othertvise directed by the Public SeJ,ice 
Commission. 

HOME ENERGY ASSISTANCE PROGRAM !HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge 
of 15¢ per meter per month and shall be shown on the residential customers' bill as a separate line item. The Home Energy 
Assistance Program charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 
and continue until otherwise directed by the Public Service Commission. 

N 

I 
N 

N 

I 
N 

N 

[ 
N 

NERC COMPLIANCE AND CYBERSECURITY RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity 
Rider Adjustment Factor per kWh calculated in compliance with the NERC Compliance and C'ybersecurity Rider contained in Sheet 
Nos. 40-1 through 40-3 of this Tariff Schedule. N 

(Cont'd on Sheet No. 6-10) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 22, 20I5 

ISSUED BY: JOHN A. ROGNESS III ~~~~~~33~:;-
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORlGlNAL SHEET NO. 6-10 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-10 

DELAYED PAYMENT CHARGE. 

TARII'F R.S.- T.O.D. (Coot' d) 
(Residential Service Time-of-Day) 

Bills under this tariff arc due and payable within fifteen (15) days of the mailing date. On all accounts not paid in full by the next 
billing date, an additional charge of 5% of the unpaid portion will be made. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

1J1is tariff is available for single-phase, residential service. Where the residential customer requests three-phase service, this tariff N 
will apply if the residential customer pays to the Company the difference between constructing single-phase service and three- I 
phase service. Where motors or heating equipment are used for commercial or industrial pwposes, the applicable general service 
tariff will apply to such service. N 

Customers with PURP A Section 210 qualifying cogeneration and/or small power production facilities shall take service under 
Tariff COGEN/SPP I or by special agreement with the Company. 

(Cont'd on Sheet No. 6-11) 

DATE OF ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS HI~~~-
TITLE: Director Regulatory Services · 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-11 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-11 

TARIFF R.S.- T.O.D.2 
(Experimental Residential Service Time-of-Day 2) 

AVAILABILITY OF SERVICE. 

Available on a voluntary, experimental basis to individual residential customers for residential electric service through a-{}ll-0 
siagle J3hase, multi-register meter capable of measuring electrical energy consumption during variable pricing periods. T 
Availability is limited to the first 500 customers applying for service under this tariff. 

RATE. (Tariff Code 027) 
Service Charge .................................................................................................................. $ .[..!.,# 18.70 per month I 
Energy Charge: 
All KWH used during Summer on-peak billing period.................................. .J-h446j! 10.885¢ per KWH R 
All KWH used during Winter on-peak billing period............................ ~ 12.132¢ per KWH R 

All KWH used during off-peak billing period ................................ ~ 8.309¢ per KWH I 

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

Months 
Approximate Percent (%) 
Of Annual Hours 

Winter Period: 
November I to March 31 

Summer Period: 
May I5 to September I5 

All Other Calendar Periods 

On-Peak 
16% 

7:00A.M. to 11:00 A.M. 
6:00P.M. to I 0:00P.M. 

Noon to 6:00P.M. 

None 

Off-Peak 
84% 

I I:OO AM. to 6:00P.M. 
10:00 P.M. to 7:00A.M. 

6:00P.M. to Noon 

Midnight to Midnight 

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

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-l and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH 
calculated in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 ofthis Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Demand-Side Management 
Adjustment Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause 
contained in Sheet Nos. 22-1 through 22-13 of this Tariff Schedule, unless the customer is an industrial who has elected to 
opt-out in accordance with the tenns pursuant to the Commission's Order in Case No. 95-427. 

(Cont'd on Sheet No. 6-12) 

DATE OF ISSUE: December 23, 2014 

ISSUED BY: JOHN A. ROGNESS Ill 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 DatedXXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 6-12 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 6-12 

TARIFF R.S.-T.O.D.2 (Cont'd) 
(Experimental Residential Service Time-of-Day 2) 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment actor based on a 
percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff Schedule. The 
Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual basis) 
authorized to be recovered via Tariff A. T.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by 
its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 
of this TorifJSchedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment 
Factor per kWh calculated in compliance with the Big Sandy I Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this 
Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of the Tariff 
Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein wiii be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-lofthis Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P JM Rider per kWh calculated in 
compliance with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric 
bills rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service 
Commission. 

(Cont'd on Sheet No. 6-13) 

DATE OF ISSUE: December 23. 2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS UI ~ .. @2_, 
TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014·00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO.6- 13 

CANCELLING P.S.C. KY. NO. 10 SHEET NO.6- 13 

TARIFF R.S.-T.O.D.2 (Coot' d) 
(Experimental Residential Service Time-of-Day 2) 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a I lEAP charge of 
I 5¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance 
Program charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue 
until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

/JiJJs computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
A(fjustment Factor per kr-Vh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in5'heet Nos. 
40-1 through 40-3 ofthis Tariff Schedule. 

DELAYED PAYMENT CHARGE. 

Bills under this tariff are due and payable within fifteen (15) days of the mailing date. On all accounts not paid in full by the next 
billing date, an additional charge of5% of the unpaid portion will be made. 

SPU:CIAL TERMS AND CONDITIONS. 

This tarifr is subject to the Company's Terms and Conditions of Service. 

This tar([! is avai!ahle fOr single-phase, residential service. Where the residential customer requests three-phase service, this tar{[! 
ll'i/1 apply (j'the residential customer pays to the Company the difference between constructing single-phase service and three-phase 
service. Where motors or heating equipment are used for commercial or industrial purposes, the applicahle general service far{ffwill 
afJp!y to such service. 

Customers with PURP A Section 210 qualifying cogeneration and/or small power productions facilities shall take service under Tariff 
COGEN/SPP 1 or by special agreement with the Company. 

DATEOFISSUE: December23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23.2015 

ISSUED BY: JOliN A. ROGNESS Ill ~---~2 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

N 

I 
N 

N 

I 
N 



 
Exhibit JAR-9 

Page 47 of 191KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO.7- I 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.7- l 

TARIFF S.G.S. 
(Small General Service) 

Available for general service to customers with average monthly demands less than 10 KW and maximum monthly demands of 
less than 15 KW (excluding the demand served by the Load Management Time-of-Day provisions). Service will be prov;ded at 
Secondary voltage metering only. 

Customers not meeting the requirements for availability under this tariff will only be permitted to continue service under this tariff 
at the premise occupied for continuous service beginning no later than January 22, 2015. 

RATE. (TariffCodes211,212) 
Service Charge ................................................................................ $1-hW $19.50 per month 
Energy Charge: 
First 500 KWH per month.................................................... Hd!iQj! 11.500¢ per KWH 
All Over 500 KWH per month.............................................. +.+14¢ 7.057¢ per KWH 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-l and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rate set fOrth herein will be increased or decreased by a System Sales Factor per KWH calculated 
in compliance with the System Sales Clause contained in Sheet Nos. 19-l and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment 
Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 
22-1 through 22-13 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the 
terms pursuant to the Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based 
on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff 
Schedule. The Asset Transfer Ac{justment Factor will be applied to bills until such time as the pro rata amount (computed on a 
365-day annual basis) authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as 
modified by the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-lthrough 38-2 
of this Tariff Schedule. 

(Cont'd on Sheet No. 7-2) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After Januarv 23, 2015 

ISSUED BY: JOHN A ROGNESS III ~~--
TITLE: Director Regulatmy Services ~ 

By Authority Of Order By The Public Service Commissio11 

In Case No. 2014·00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

BIG SANDY I OPERATION RIDER. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 7- 2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 7- 2 

TARIFF S.G.S. (Con!' d.) 
(Small General Service) 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Acljustment Factor 
per kWh calculated in compliance with the Big Sandy I Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this Tariff Schedule. 

PURCHASE POWER ADmSTMENT. 

Bilis computed according to the rates set forth herein wiii be increased or decreased by a Purchase Power Adjustment Factor ba.<>ed on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVffiONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff 
Schedule. 

CAPACITY CHARGE. 

Bi11s computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P JM Rider per kWh calculated in compliance 
with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric bills 
rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM <HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 15¢ 
per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance Program 
charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue until otherwise 
directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per /criVh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 
through 40-3 of this Tariff Schedule. 

DELAYED PAYMENT CHARGE. 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of 5% of 
the unpaid balance will be made. 

(Cont'd. on Sheet 7·3) 

DATE EFFECTNE: Service Rendered On And After January 23,2015 

ISSUED BY: JOHN A. ROGNES~ Ill 9~~;s_
TITLE: Director Regulatory Services 

l3y Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 7-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 7-3 

TARIFF S.G.S. (Con!' d.} 
(Small General Service) 

LOAD MANAGEMENT TIME-OF-DAY PROVISION. 

Available to customers who use energy storage devices with time-differentiated load characteristics approved by the Company which consume 
electrical energy only during off-peak hours specified by the Company and store energy for use during on-peak hours, and who desire to receive 
service under this provision for their total requirements. 

Customers who desire to separately wire their load management load to a time-of-day meter and their general-use load to a standard meter shaiJ 
receive service for both under the appropriate provision of this tariff. 

RATE. (Tarill Code 225) 
Service Charge .............................................................................. ~ $19.50 per month 
Energy Charge: 
All KWH used during on-peak billing period ............................ . 
All KWH used during ofT-peak billing period ........................... . 

OPTIONAL UNMETERED SERVICE PROVISION. 

15.326¢ 13.755¢ per KWH 
+94Q-¢ 5.216¢ per KWH 

Available to customers who qualify for Tariff SGS and use the Company's service for commercial purposes consisting of small fixed electric 
loads such as traffic signals and signboards which can be served by a standard service drop from the Company's existing secondary distribution 
system. This service wiii be furnished at the option of the Company. 

Each sepm·ate service delivery point shall be considered a contract location and shall be separately billed under the service contract. In the event 
one Customer has several accounts for like service, the Company may meter one account to determine the appropriate kilowatt-hour usage 
applicable for each of the accounts. 

The Customer shall furnish switching equipment satisfactory to the Company. The Customer shall notify the Company in advance of every 
change in connected load, and the Company reserves the right to inspect the customer's equipment at any time to verify the actual load. In the 
event of the customer's failure to notify the Company of an increase in load, the Company reserves the right to refuse to serve the contract 
location thereafter under this provision, and shall be entitled to bill the customer retroactively on the basis of the increased load for the full period 
such load was connected or the earliest date allowed by Kentucky statute whichever is applicable. 

Calculated energy use per month shall be equal to the contract capacity specified at the contract location times the number of days in the billing 
period times the specified hours of operation. Such calculated energy shall then be billed at the following rates: 

RATE. (Tariff Codes 204 (Metered), 213 (Unmetered)) 
Customer Charge ................................................................................. ~ $15.50 per month 
Energy Charge: 

First 500 KWH per month ...................................................... . 
All Over 500 KWH per month ............................................... . 

~ 11.500¢perKWH 
+.+!6¢ 7.057¢ per KWH 

TERM OF CONTRACT. 

The Company shall have the right to require contacts for a period of one (1) year or longer. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

Customer with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under Tariff COGEN/SPP I or by special 
agreement with the Company. 

(Cont'd on Sheet No. 7-4) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23,2015 

ISSUED BY: JOHN A. ROGNESS II~ 
TITLE: Director Regulatory Services ~--

By Authoritv Of Order By The Public Service Commission 
In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO.7- 4 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 7- 4 

TARIFF S.G.S.- T.O.D. 
(Ex(JeFimental Small General Service Time-of-Day Service) 

AVAILABILITY OF SERVICE. 

Available on a voluntary, ex-perimental basis for general service to customers being served at secondary distribution voltage with-h!
menth average tlemaBEis less thaB: lQ kV/ threHgH one single-phase, multi-register meter capable of measuring electrical energy 
consumption during variable pricing periods. Availability is limited to the first 500 customers applying for service under this tariff. 

Customers not meeting the requirements for availability under this tariff will only be permitted to continue service under this tariff at 
the premise occupied for continuous service beginning no later than January 22, 2015. 

RATE. (Tari!T Code 227) 

Service Charge . 
Energy Charge: 

All KWH used during Summer on-peale billing period 
All KWH used during Winter on-peak billing period ..... . 
All KWH used during off-peak billing period .. 

............... $-l-4..% $19.50 per month 

+H38jl 11.126¢ per KWH 
~ 12.020¢ per KWH 

&"100;1 8.476¢ per KWH 

For the purpose of this tariff, the on-peak and off-peak billing periods shall be defined as fo11ows: 

Approximate Percent (%) 
Of Annual Hours 

Winter Period: 
November 1 to March 31 

Summer Period: 
May 15 to September 15 

All Other Calendar Periods 

On-Peak 

16% 

7:00A.M. to II :00 A.M. 
6:00P.M. to 10:00 P.M. 

Noon to 6:00P.M. 

None 

NOTE: All KWH consumed during weekends are billed at the off-peak level. 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Off-Peak 

84% 

II :00 A.M. to 6:00P.M. 
I 0:00P.M. to 7:00A.M. 

6:00P.M. to Noon 

Midnight to Midnight 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated 
in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

BiiJs computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

(Cont'd on Sheet No. 7-5) 

DATEOFISSUE: December23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23,2015 

ISSUED BY: JOHN A. ROGNESS nf-:;_)~-~~ 
TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 7-5 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 7-5 

TARIFF S.G.S.-T.O.D. (Coot' d) 
(Experimental Small General Service Time-of-Day) 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set fmth herein will be increased by a Demand-Side Management Adjustment Clause Factor per KWH 
calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 22-13 of this Tariff 
Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pursuant to the Commission's Order 
in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor 
based on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 and 36-2 of this 
Tariff Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-
day annual basis) authorized to be recovered via Tariff A. T.R. in the Stipulation and Settlement Agreement, approved as modified by the 
Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Acijustment Factor 
based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of this Tariff 
Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment Factor 
per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 ofthis Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based on a 
percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of the Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P J]l.![ Rider per kWh calculated in compliance 
with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

(Cont'd on Sheet No. 7-6) 

DATE OF ISSUE: December 23. 2014 

ISSUED BY: JOHN A. ROGNESS Ill 

TITLE: Director Regulatory Services 

Bv Authoritv Of Order By The Public Service Commission 

[n Case No. 20[4-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 7-6 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 7-6 

(EKpeFimeatal Small General Service Time-of-Day) 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 per month and 
shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric bills rendered during 
the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service Commission 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 15¢ per 
meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance Program charge will 
be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue until otherwise directed by the 
Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 through 
40-3 of this Tariff Schedule 

DELAYED PAYMENT CHARGE. 

BilJs under this tariff are due and payable within fifteen (15) days of the mailing date. On all accounts not paid in full by the next billing date, an 
additional charge of 5% of the unpaid portion wi11 be made 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. Existing customers may initially choose to take service under this tariff without 
satisfying any requirements to remain on their current tariff for at least 12 months. 

Customer with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under TariffCOGEN/SPP I or by special 
agreement with the Company. 

DATE OF ISSUE: December 23.2014 

DATE EFFECTIVE: Service Rendered On And After January 23. 2015 

ISSUED BY: JOHN A. ROGNESS 11(9~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 
In Case No. 2014·00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. lO ORIGINAL SHEET NO.8- 1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO.8- 1 

TARIFF M.G.S. 
(Medium General Service) 

Available for general service to customers with average monthly demands greater than 10 KW or maximum monthly demands greater 
than 15 KW, but not more than 100 KW (excluding the demand served by the Load Management Time-of-Day provision). £ycept as N 
provided he/ow, customers receiving service on or before Januwy 22, 2015 at a secondary voltage and with average monthly demand 
he/ow 1 () KW will be served under the S. G.S. tariff' 

Existing customers not meeting the above criteria will be permitted to continue service under present conditions only for continuous 
service at the premises occupied on or prior to December 5, 1984. 

Tariff Code 
Service Charge per Month 

Demand Charge per KW 
Energy Charge: 

KWH equal to 200 times K W of 
monthly billing demand 
KWII in excess of200 times KW 
of monthly billing demand 

IVIINIIVIUIVI CHARGE. 

Secondary 
215,216,218 

$.);h)() 19.50 
$ .J-M.- 2.05 

&MiG¢ 8.639¢ 

Service Voltage 
Primary 

217,220 
$= 50.00 
$ hW 1.99 

~ 9.245¢ 

~ 8.270¢ 

Subtransmission 
236 

$ .J.1hhOO 364.00 
$ ~ 1.96 

~8.538¢ 

This tariff is subject to a minimum charge equal to the sum of the service charge plus the demand charge multiplied by 6 KW. "l'he 

III 
III 

III 

III 

minimum monthly charge for industrial and coal mining customers contracting for 3-phase service after October l, 1959 shall be $1:HM I 
$8.55 per KW of monthly billing demand. 

RECREATIONAL LIGHTING SERVICE PROVISION. 

Available for service to customers with demands of 5 KW or greater and who own and maintain outdoor lighting facilities and 
associated equipment utilized at baseball diamonds, football stadiums, parks and other similar recreational areas. This service is 
available only during the hours between sunset and sunrise. Daytime usc of energy under this rate is strictly forbidden except for the 
sole purpose of testing and maintaining the lighting system. All Terms and Conditions of Service applicable to Tariff M.G.S. customers 
wi II ulso apply to recreational lighting customers except for the Availability of Service. 

RATE. (TardTCocle 214) 
Service Charge 
Energy Charge 

FUEL ADJUSTMENT CLAUSE. 

.. ~ $19.50 
. . .. MM¢ 10.000¢ 

per month 
per KWH 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor perK WII calculated in 
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-l and 5-2 ofthis Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Faclor perK WII calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19- I and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by aa Experimeatal a Dcmund-Sidc Mrmagement 
Ad_justment Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in 
Sheet Nos. 22-1 through 22-13 of this Tariff Schedule. 

(Cont'd on Sheet No. 8-2) 

DATE or ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On And After January 22. 2015 

ISSUED BY: JOHN A. ROGNESS Ill 5>~ .. -_',_793--. 
TITLE: Director OJ' Regulatory Services 

Bv Authority Of Order By The Public Service Commission 

In Case No. 2014-Xxxx Dated Xxxxxxxx 
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KENTUCKY POWER COMPANY 

ASSET TRANSFER RIDER. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8-2 

TARIFF M.G.S. (Cont'd.) 
(Medium General Service) 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor 
based on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-lthrough 36-2 of this Tariff 
Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 
365-day annual basis) authorized to be recovered via Tariff A.TR. in the Stipulation and Settlement Agreement, approved as 
modified by the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered 

BIG SANDY RETIREMENT RIDER 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
J.Gctor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 
38-2 of this Tariff Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider 
Adjustment Factor per kW and/or kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 
39-1 th1·ough 39-2 of this Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor 
based on a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff 
Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment 
based on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this 
Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rate set forth herein will be increased by a Capacity Charge Factor per KWH calculated in 
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P J.M Rider per kW and/or kWh 
calculated in compliance with the P J.M Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 
per month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer 
electric bills rendered during the billing cycles commencing July 2015 and continue until othe1111ise directed by the Public Service 
Commission. 

(Cont"d on Sheet No. 8-3) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendere~~~ 

ISSUED BY: JOHN A. ROGNESS II1~~ .. 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8-3 

TARIFF M.G.S (Con!' d) 
(Medium General Service) 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge 
of 15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy 
Assistance Program charge will be applied to all residential electric bilis rendered during the billing cycles commencing July 2010 
and continue until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and L)bersecurity 
Rider Adjustment Factor per kW and/or kWh calculated in compliance with the NERC Compliance Cybersecurity Rider contained 
in Sheet Nos. 40-1 through 40-3 of this TarijJSchedule. 

DELAYED PAYMENT CHARGE. 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of 
5% of the unpaid balance will be made. 

METERED VOLTAGE. 

The rates set forth in this tariff are based upon the delivery and measurements of energy at the same voltage, thus measurement will 
be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be achieved 
through the usc of loss compensating equipment, the use of fommlas to calculate losses or the application of multipliers to the 
metered quantities. In such cases, the metered KWH and KW values will be adjusted for billing purposes. If the Company elects 
to adjust KWH and KW based on multipliers, the adjustment shall be in accordance with the following: 

(1) Measurements taken at the low-side of a Customer-owned transformer will be multiplied by 1.01. 
(2) Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98. 

MONTHLY BILLING DEMAND. 

Energy supplied hereunder will be delivered through not more than one single phase and/or polyphase meter. Customer's demand 
will be taken monthly to be the highest registration of a 15-minutc integrating demand meter or indicator, or the highest registration 
of a thermal type demand meter. The minimum monthly billing demand shall not be less than (a) the minimum billing demand of 6 
KW, or (b) 60% of the greater of(l) the customer's contract capacity in excess of 100 KW or (2) the customer's highest previously 
established monthly billing demand during the past II months in excess of 100 KW. 

(Cont'd on Sheet No. 8-4) 

DATE OF ISSUE: December 23, 2014 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 20 I 4-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-4 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8-4 

TARIFF M.G.S (Cont'd) 
(Medium General Service) 

LOAD MANAGEMENT TIME-OF-DAY PROVISION. (Tariff Code 223) 

Available to customers who use energy storage devices with time-differentiated load characteristics approved by the 
Company which consume electrical energy only during off-peak hours specified by the Company and store energy for usc 
during on-peak hours, and who desire to receive service under this provision for their total requirements. 

Customers who desire to separately wire their load management load to a time-of-day meter and their general-use load to a 
standard meter shall receive service for both under the appropriate provision of this tariff. 

Service Charge .......................................................................................... . 
Energy Charge: 

All KWH used during on-peak billing period ............... . 
All KWH used during off-peak billing period ............... .. 

$3.85 per month 

~ 15.757¢ perKWH 
~ 5.491¢ perKWH 

For the purpose of this tariff, the on-peak billing period is defined as 7:00A.M. to 9:00P.M. for all weekdays, Monday 
through Friday. The off-peak billing period is defined as 9:00P.M. to 7:00A.M. for all weekdays and all hours of Saturday 
and Sunday. 

TERM OF CONTRACT. 

Contracts under this tariff will may be required of customers v,rith nefffiaJ miHHfffi:lm 8-emanBs ef §QQ K\1/ er greater. 
Contracts under this tariff will be made for an initial period of not less than 1 (one) year and shall remain in effect thereafter 
until either party shall give at least 6 months' written notice to the other of the intention to terminate the contract. The 
Company will have the right to make contracts for periods of longer than 1 (one) year. an8 ~e reEJHire eentraets fur 
CastemeFs witH nm·mal mffidm~:un 8emaa8s efless than §QQ K\lf. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is also available to Customers having other source of energy supply but who desire to purchase standby or back
up electric service fi·om the Company. Where such conditions exist the Customer shall contract for the maximum demand 
in KW which the Company might be required to furnish, but no less than 10 KW. The Company shall not be obligated to 
supply demands in excess of that contracted for. Where service is supplied under the provisions of this paragraph, the 
billing demand each month shall be the highest determined for the current and previous tw-o billing periods, and the 
minimum charge shall be as set forth under paragraph "Minimum Charge" above. 

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps 
or villages where living quarters arc rented to employees and where the Customer purchases power at a single point of both 
their power and camp requirements. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service 
under TariffCOGEN/SPP I or II or by special agreement with the Company. 

(Cont'd on Sheet No. 8-5) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

!SSUED BY: JOHN A. ROGNESS III 9~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-5 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8-5 

TARIFF M.G.S.-T.O.D. 
(Medium General Service Time-of-Day) 

Available for general service to customers with normal maximum demands greater than 10 KW but not more than 100 KW. 
Availability is limited to the first 500 customers applying for service under this tariff. 

RATE. (TariffCode229) 
Service Charge ..................................................................................................................... $ ~ $ 19.50 per month I 
Energy Charge: All KWH used during on-peak biiJing period ............................................ .J4.1Wli! 15.757¢ per KWH I 

All KWH used during off-peak billing period ............................................ ~ 5.491¢ per KWH I 

For the purpose of this tariff, the on-peak billing period is defined as 7:00A.M. to 9:00P.M. for all weekdays, Monday through 
Friday. 
The off-peak billing period is defined as 9:00P.M. to 7:00A.M. for all weekdays and all hours of Saturday and Sunday. 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the Service Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bilis computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated 
in compliance with the System Sales Clause contained in Sheet Nos. I 9-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased by a Demand-Side Management Adjustment Clause Factor 
per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through T 
22-13 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in acCordance with the terms pursuant 
to the Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein wili be increased or decreased by an Asset Transfer Adjustment Factor based 
on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff 
Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 
365-day annual basis) authorized to be recovered via Tariff A. 1:1?. in the Stipulation and Settlement Agreement, approved as 
modified by the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Acfjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-
2 of this Tariff Schedule. 

(Cont'd on Sheet No. 8-6) 

DATE OF ISSUE: December 23,2014 

TITLE: Director ReR.ulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-6 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8-6 

TARIFF M.G.S.-T.O.D. (Coot" d) 
(Medium General Service Time-of-Day) 

BIG SANDY I OPERATION RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment Factor l 
per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this Tariff Schedule. N 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge adjustment based on a 
percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of the Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance with 
the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a P JM Rider per kWh calculated in compliance with [N 
the PJ.A1 Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKYECONOMICDEVELOPMENTSURCHARGK N 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 per month l 
and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric bills rendered 
during the billing cycles commencing July 2015 and continue until othe1111ise directed by the Public Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM CHEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 15¢ 
per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance Program 
charge will be applied to all residential electric biiis rendered during the billing cycles commencing July 2010 and continue until otherwise 
directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per kWh calculated in compliance with the NE1?C Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 
through 40-3 of this Tariff Schedule. 

(Cont'd on Sheet No. 8-7) 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 8-7 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 8-7 

DELAYED PAYMENT CHARGE. 

TARIFF M.G.S.-T.O.D. (Cont'd) 
(Medium General Service Time-of-Day) 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional 
charge of5% of the unpaid balance will be made. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service 

Customers with PURP A Section 210 qualifying cogeneration and/or small power productions facilities shall take service under 
Tariff COGEN/SPP I or by special agreement with the Company. 

DATE OF ISSUE: December 23,2014 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9- 1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-1 

TARIFF L.G.S. 
(Large General Service) 

Available for general service to customers with nonnal maximum demands greater than 100 KW but not more than 1,000 KW (excluding 
the demand served by the Load Management Time-of-Day provision). 

Existing customers not meeting the above criteria will be permitted to continue service under present conditions only for continuous service 
at the premises occupied on or prior to December 5, 1984. 

Tariff Code 
Service Charge per Month 
Demand Charge per KW 

Excess Reactive Charge per K VA 
Energy Charge per KWH 

MINIMUM CHARGE. 

Secondary 
240,242 
$85.00 
$ 44>, 5.03 
$ 3.46 
~ 8.056¢ 

Service Voltage 
Primary 
244,246 
$ 127.50 
$ ;h&9 4.89 
$ 3.46 

iBM¢ 6.851¢ 

Subtransrnission 
248 

$-661.65 
$ ~ 4.83 
$ 3.46 
4,ll4;!¢ 4.670¢ 

Transmission 
250 
$-661.65 
$ ;h+6 4.75 
$ 3.46 
4M4¢ 4.579¢ 

Bills computed under the above rate are subject to a monthly minimum charge comprised ofthe sum of the service charge and the minimum 
demand charge. The minimum demand charge is the product of the demand charge per KW and the monthly billing demand. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in 
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5~ 1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bilis computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19w2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment Clause 
Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 
22-13 ofthis Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pursuant to the 
Commission's Order in Case No. 95-427. 

ASSET TRANSFER RlDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based on a 

II 
IIII 

IIRR 

T 

percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff Schedule. The N 
Asset Transfer Adjustment Factor will be applied to bills una! such time as the pro rata amount (computed on a 365-day annual basis) h 
authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by its 
order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

(Cont'd. On Sheet No. 9-2) 

DATE OF ISSUE: December 23,2014 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

BIG SANDY RETIREMENT RIDER. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-2 

TARIFF L.G.S. (Cont'd.) 
(Large General Service) 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of 
this Tariff Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy I Operation Rider Adjustment 
Factor per kW and/or kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 

N 

N 

N 

of this Tari!JSchedule. N 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SilllCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment based 
on a percent of 
revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a P Jlvf Rider per kW and/or kWh calculated in I 
compliance with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. ~ 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric 
bills rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service 
Commission. 

HOME ENERGY ASSISTANCE PROGRAM fHEAPl CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 
15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance 
Program charge will be applied to all residential electric bills rendered during the biliing cycles commencing July 2010 and continue 
until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per kW and/or kWh calculated in compliance with the NERC Compliance Cybersecurity Rider contained in Sheet 
Nos. 40-1 through 40-3 of this Tariff Schedule. 

(Cont'd on Sheet No. 9-3) 

DATE OF ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS III~---
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTlTCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-3 

CANCELLING P.S.C. KY. NO. 10 ____ SHEET NO. 9-3 

DELAYED PAYMENT CHARGE. 

TARIFFL.G.S. (Cont'd) 
(Large General Service) 

This tar itt' is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge or 5% or the 
unpaid balance will be made. 

METERED VOLTAGE. 

The rates set forth in this tariff are based upon the delivery and measurement of energy at the same voltage, thus measurement will be made at 
or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be achieved through the usc of Joss 
compensating equipment, the use of formulas to calculate losses or the application of multipliers to the metered quantities. In such cases, the 
metered KWH Bnd K.W values will be adjusted for billing purposes. Ifthc Company elects to adjust KWH and KW based on multipliers, the 
adjustment shall be in accordance with the following: 

(I) Measurements taken at the low-side of a customer-owned transformer will be multiplied by I .0 I. 

(2) Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98. 

MONTH LV BILLING DEMAND. 

Billing demand in KW shall be taken each month as the highest IS-minute integrated peak in kilowatts as registered during the month by a IS
minute integrating demand meter or indicator, or at the Company's option as the highest registration of a thermal type demand meter or 
indicator. The monthly billing demand so established shall in no event be less than 60% of the greater of(a) the customer's contract c£Jpacity 
or (b) the customer's highest previously established monthly billing demand during the past I I months. 

DETERMINATION OF EXCESS KILOVOLT-AMPERE <KVAl DEMAND. 

The maximum KV A demand shall be determined by the use of a multiplier equal to the reciprocal of the average power factor recorded during the billing month, 
leading or lagging, applied to the metered demand. The excess KVA demand, if any, shall be the amount by which the maximum KVA demand established 
during the billing period exceeds 115% of the kilowatts of metered demand. 

LOAD MANAGEMENT TIME-OF-DAY PROVISION. 

Available to customers who use energy storage devices with time-differentiated load characteristics approved by the Company vvhich consume 
electrical energy only during off-peak hours specified by the Company and store energy for usc during on-peak hours. and who desire to 
receive service under this provision for their total requirements. 

Customers who desire to separately wire their load management load to a time-of-day meter and their general-use load to a stnndard meter shall 
receive service for both under the appropriate provision of this tarifT. 

RATE. (Tariff Code 251) 
Service Charge 
Energy Charge: 

All K WI-I used during on-peak billing period . 
All KWH used during o!T-pcak billing period ... 

$-llh&G $ 85.00 per month 

=¢ 13.164¢ per KWH 
HM¢ 5.471¢ perKWII 

For the purpose of this tariff, the on-peale billing period is defined as 7:00A.M. to 9:00P.M. for all weekdays, Monday through Friday. The 
off-peak billing period is defined as 9:00P.M. to 7:00A.M. for all weekdays and all hours of Saturday and Sunday. 

(Cont'd on Sheet No. 9-4) 

DATE OF ISSUE: December 23,2014 

DATE EHECTIVE: 

ISSUED BY: JOHN A. ROGNESS lll ~,J--o.,{:~~;;:;;::~;;p;:7--
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Bv Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

TERM OF CONTRACT. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-4 

TARIFF L.G.S. (Cont'd) 
(Large General Service) 

Contracts under this tariff wiii be made for customers requiring a normal maximum monthly demand between 500 KW and 
1,000 KW and be made for an initial period of not less than I (one) year and shall remain in effect thereafter until either party 
shall give at least 6 months written notice to the other of the intention to terminate the contract. The Company reserves the 
right to require initial contracts or periods greater than 1 (one) year. For customers with demands less than 500 KW, a contract 
may, at the Company's option, be required. 

Where new Company facilities are required, the Company reserves the right to require initial contracts for periods greater than 
one year for all customers served under this tariff. 

A new initial contract period will not be required for existing customers who change their contract requirements after the 
original initial period unless new or additional facilities are required. 

CONTRACT CAPACITY. 

The Customer shall set forth the amount of capacity contracted for (the "contract capacity") in an amount up to 1,000 KW. 
Contracts will be made in multiples of 25 KW. The Company is not required to supply capacity in excess of such contract 
capacity except with express written consent of the Company. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is also available to Customers having other sources of energy supply but who desire to purchase standby or back-up 
electric service from the Company. Where such conditions exist the customer shall contract for the maximum amount of 
demand in KW, which the Company might be required to furnish, but not less than 100 KW nor more than 1,000 KW. The 
Company shall not be obligated to supply demands in excess of the contract capacity. Where service is supplied under the 
provisions of this paragraph, the biiling demand each month shall be the highest determined for the current and previous two 
billings periods, and the minimum charge shall be as set forth under paragraph "Minimum Charge" above. 

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps or 
villages where living quarters are rented to employees and where the customer purchases power at a single point for both his 
power and camp requirements. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under 
Tariff COGEN/SPP I or II or by special agreement with the Company. 

(Cont'd on Sheet No. 9-4) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23,2015 

ISSUED BY: JOHN A. ROGNESS III::::::>~~~-
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-5 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-5 

TARIFF L.G.S.- T.O.D. 
(Large General Service- Time of Day) 

Available for general service customers with normal maximum demands of 100 KW or greater. Customers may continue to qualify for 
service under this tariff until their 12-month average demand exceeds 1,000 KW. Availability is limited to the first 500 customers applying 
for service under this tariff. 

RATE. 
Service Voltage 

Secondary Primary Subtransmission Transmission 
Tariff Code 256 257 258 259 
Service Charge per Month $ 85.00 $ 127.50 $~661.65 $ ~661.65 
Demand Charge per K W $ +.64 10.20 $ 4d& 7.35 $ Q,;!4 1.08 $ ~ 1.07 
Excessive Reactive Charge per KV A $ 3.46 $ 3.46 $ 3.46 $ 3.46 
On-Peak Energy Charge per KWH ~8.481¢ +.%!¥ 8.187¢ +.'I'J9¢ 8.098¢ ~8.002¢ 
Off-Peak Energy Charge per KWH ~ 4.533¢ ~ 4.411¢ ~ 4.374¢ ~4.334¢ 

For the purpose of this tariff, the on-peak billing period is defined as 7:00A.M. to 9:00P.M., for all weekdays Monday through Friday. 
The off-peak billing period is defined as 9:00P.M. to 7:00A.M. for all weekdays and all hours of Saturday and Sunday. 

MINIMUM CHARGE. 

Bills computed under the above rate arc subject to a monthly minimum charge comprised of the sum of the service charge and the 
minimum demand charge. The minimum demand charge is the product of the demand charge per KW and the monthly billing demand. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in 
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment Clause 

__ II 
IIII 

IIII 
IIII 

Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through T 
22-13 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pursuant to the 
Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forlh herein will be increased or decreased by an Asset Transfer Adjustment Factor based on a 
percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-l through 36-2 of this Tariff Schedule. The N 
Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual basis) I 
authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by its 
order dated October 7, 2013 in Case No. 2012-00578, has been recovered. N 

(Cont'd on Sheet No. 9-6) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

JSSUEDBY: JOHNA.ROGNESSIII~· ·" · ... , .. _._:·-:-····.··.·· 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORlGlNAL SHEET NO. 9 -6 

CANCELLiNG P.S.C. KY. NO. 10 SHEET NO. 9-6 

BIG SANDY RETIREMENT RID ElL 

TARIFF L.G.S.- T.O.D. (Cont'd.) 
(Large General Service- Time of Day) 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of 
this Tariff Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment 
Factm:per kW and/or kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-lthrough 39-2 of 
this Tariff Schedule. 

PURCHASE POWER ADlliSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on 
a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff 
Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P JM Rider per kW and/or kWh calculated in 
compliance with the PJA! Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

/(ENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of $0.15 per 
month and shall be shown on the customers' bills as a separate line item. 'The KEDS charge will be applied to all customer electric bills 
rendered during the billing cycles commencing July 2015 and continue until otherwise directed by the Public Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP\ CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein sha11 be increased by a HEAP charge of 
15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Horne Energy Assistance 
Program charge will be applied to all residential electric bills rendered during the biiiing cycles commencing July 2010 and continue 
until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Ac{justment Factor per kW and/or kWh calculated in compliance with the NERC Compliance Cybersecurity Rider contained in Sheet 
Nos. 40-1 through 40-3 of this Tariff Schedule. 

(Cont'd on Sheet 9-7) 

DATE OF ISSUE: December 23,2014 
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KENTUCKY POWER COMJlANY 

DELAYED PAYMENT CHARGE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-7 
CANCELLING P.S.C. KY. NO.lO SHEET NO. 9-7 

TARIFF L.G.S.- T.O.D. (Cont'd) 
(Large General Service- Time of Day) 

This tariJTis due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional 
Charge of 5% of the unpaid balance will be made. 

METERED VOLTAGE. 

The rates set forth in this tariff arc based upon the delivery and measurement of energy at the same voltage, thus measurement will 
be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be achieved 
through the use of Joss compensating equipment, the usc of formulas to calculate losses or the application of multipliers to the 
metered quantities. In such cases, the metered KWH and KW values will be adjusted for billing purposes. Jfthe Company elects to 
adjust KWH and KW based on multipliers, the adjustment shall be in accordance with the following: 

(!) Measurements taken at the low-side of a customer-owned transformer will be multiplied by 1.0 1. 

(2) Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98. 

MONTHLY BILLING DEMAND. 

l3il!ing demand in KW shall be taken each month as the highest IS-minute integrated peak in kilowatts as registered during the 
month by a I 5wminute integrating demand meter or indicator, or at the Company's option as the highest registration of a thermal type 
demand meter or indicator. The monthly billing demand so established shall in no event be less than 60% of the greater of (a) the 
customer's contract capacity or (b) the customer's highest previously established monthly billing demand during the past I I months. 

DETERMINATION OF EXCESS KILOVOLT-AMPERE (KVAl DEMAND. 

The maximum KV A demand shall be determined by the usc of a multiplier equal to the reciprocal of the average power ractor recorded during the 
billing month, leading or lagging, applied to the metered demand. The excess KVA demand, if any, shall be the amount by which the maximum 
KVA demand established during the billing period exceeds 115% of the kilowatts of metered demand. 

TERM OF CONTRACT. 

Contracts under this tariff will be made for customers requiring a normal maximum monthly demand between 500 K W and I ,000 
KW and be made for an initial period of not less than I (one) year and shall remain in effect thereailer until either party shall give at 
\cast 6 months written notice to the other of the intention to terminate the contract. The Company reserves the right to require initial 
contracts or periods greater than I (one) year. For customers with demands less than 500 KW, a contract may, at the Company's 
option, be required. 

Where new Company facilities are required, the Company reserves the right to require initial contracts for periods greater than one 
year lOr all customers served under this tariff 

A new initial contract period will not be required for existing customers who change their contract requirements alter the original 
initial period unless new or additional facilities are required. 

(Cont'd on Sheet No. 9-8) 

DATE OF ISSUE: December 23,2014 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-8 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-8 

CONTRACT CAPACITY. 

TARIFF L.G.S.- T.O.D. (Cont"d) 
(Large General Service- Time of Day) 

The Customer shall set fmth the amount of capacity contracted for (the "contract capacity") in an amount up to 1,000 KW. 
Contracts will be made in multiples of25 KW. The Company is not required to supply capacity in excess of such contract 
capacity except with express written consent of the Company. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is also available to Customers having other sources of energy supply but who desire to purchase standby or 
back-up electric service fi"om the Company. Where such conditions exist the customer shall contract for the maximum 
amount of demand in KW, which the Company might be required to furnish, but not less than 100 KW nor more than 
1,000 KW. The Company shall not be obligated to supply demands in excess of the contract capacity. Where service is 
supplied under the provisions of this paragraph, the billing demand each month shall be the highest determined for the 
cunent and previous two biilings periods, and the minimum charge shall be as set forth under paragraph "Minimum 
Charge" above. 

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps 
or villages where living quarters are rented to employees and where the customer purchases power at a single point for 
both his power and camp requirements. 

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service 
under Tariff COGEN/SPP I or II or by special agreement with the Company. 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And Aller January 23, 2015 

ISSUED BY: JOHN A. ROGNESS II~ 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 10-1 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 10- 1 

AVAILABILITY OF SERVICE. 

TARIFF J.G.S. 
(Industrial General Service) 

Available for commerdal and industrial customers with contract demands of at least 1,000 KW Customers shall contract for a 
definite amount of electrical capacity in kilowatts, which shall be sufficient to meet normal maximum requirements. 

RATE. 

Secondmy Primarv 

Tariff Code 356 358/370 
Service Charge per month $276.00 $276.00 
Demand Charge per KW 

Of monthly on-peak billing 
demand $ 20.69 $ 17.46 

Of monthly off-peak 
billing demand $ 1.13 $ 1.10 

Energy Charge per KWH 3.398¢ 3.279¢ 

Reactive Demand Charge for each kilovar of maximum 
leading or lagging reactive demand in excess of 
50 percent of the KWofmonthly metered demand ........... . 

Service Voltage 
Subtransmission Transmission 

3591371 360/372 
$ 794.00 $ 1.353.00 

$ 10.74 $ 10.45 

$ 1.08 $ 1.07 
3.242¢ 3.204¢ 

$0.691 KVAR 

For the pwpose of this tariff, the on-peak billing period is defined as 7:00 AA1 to 9:00 PA1for all weekdays, .A1onday through 
Friday. The off-peak billing period is defined as 9:00PM to 7:00AM for all weekdays and all hours of Saturday and Sunday. 

MINIMUM DEMAND CHARGE. 

The minimum demand charge shall be equal to the minimum billing demand times the following minimum demand rates: 

Secondarv 
$22.06/KW 

Primmy 
$18.80/KW 

Subtransmission 
$12.07/KW 

Transmission 
$I1.76/KW 

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

MINIMUM CHARGE. 

This tariff is subject to a minimum charge equal to the Service Charge plus the Minimum Demand Charge. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales fGctorper KWH calculated 

N 

in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. N 

(Cont"d on Sheet No. 10-2) 

DATE OF ISSUE: December 23, 20!4 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 10-2 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 10-2 

TARIFFLG.S. 
(Industrial General Service) 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Demand-Side A1anagement Adjustment Clause 
Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 22-
13 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pursuant to the 
Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based on a 
percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff Schedule. The Asset 
Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual basis) authorized 
to be recovered via Tariff A. T.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by its order dated 
October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment Factor 
based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of this Tariff 
Schedule. 

BIG SANDY 1 OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment Factor 
per leW and/or kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this Tariff 
Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge ac{justment based on a 
percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of the Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein 'rFill be increased by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RJDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P JAf Rider per kW and/or kWh calculated in 
compliance with the P JM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

(Cont"d on Sheet No. 10-3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 10-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 10-3 

TARIFF LG.S. 
(lndustriill Geuei'Ol Sel'Vice) 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of 
$0.15 per month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all 
customer electric bills rendered during the billing cycles commencing July 2015 and continue until othel111ise directed by the 
Public Service Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP 
charge of 15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home 
Energy Assistance Program charge will be applied to all residential electric bills rendered during the billing cycles commencing 
July 2010 and continue until otherwise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYRERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity 
Rider Adjustment Factor per kW and/or kWh calculated in compliance with the NL""'RC Compliance Cybersecurity Rider 
contained in Sheet Nos. 40-1 through 40-3 of this Tariff Schedule. 

DELAYED PAYMENT CHARGE. 

Bills under this tariff are due and payable within fifteen (15) days of the mailing date. On all accounts not paid injitll by the next 
billing date, an additional charge of5% oft he unpaid portion will be made. 

METERED VOLTAGE. 

The rates set forth in this tariff are based upon the delive1y and measurement of energy at the same voltage, thus measurement 
will be made at or compensated to the de!ive1y voltage. At the sole discretion of the Company, such compensation may be 
achieved through the use of loss compensating equipment, the use of formulas to calculate losses or the application of multipliers 
to the metered quantities. In such cases, the metered KWH and KV A values will be adjusted for billing purposes. If the 
Company elects to adjust KWH and KW based on multipliers, the adjustment shall be in accordance with the following: 

(1) Measurements taken at the low-side of a Customer-owned transformer will be multiplied by 1.01. 
(2) A1easurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98. 

MONTHLY RILLING DEMAND. 

The monthly on-peak and off-peak billing demands in KW shall be taken each month as the highest single 1 5-minule integrated 
peak in KW as registered by a demand meter during the on-peak and off-peak billing periods, respectively. 

The reactive demand in KVARs shall be taken each month as the highest single 15-minute integrated peak in KVARs as 
registered during the month by a demand meter or indicator. 

(Cont'd on Sheet No. 10-4) 
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KENTUCKY POWER COMPANY 

TERM OF CONTRACT. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 10-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 10-4 

TARIFF LG.S. 
(Industrial General Service) 

Contracts under this tariff will be made for an initial period of not less than two years and shall remain in effect thereafter until 
either party shall give at least 12 months' written notice to the other of the intention to terminate the contract. The Company 
reserves the right to require initial contracts for periods greater than hvo years. 

A new initial contract period will not be required for existing customers who change their contract requirements after the 
original initial period unless new or additional facilities are required. 

CONTRACT CAPACITY 

The Customer shall set forth the amount of capacity contracted for ("the contract capacity") in an amount equal to or greater 
than 1,000 KFV in multiplies of 100 KW. The Company is not required to supply capacity in excess of such contract capacity 
except with express written consent of the Company. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is available for resale service to mining and industrial Customers l·!'ho fitrnish service to Customer-owned camps or 
villages where living quarters are rented to employees and where the Customer purchases power at a single point for both the 
power and camp requirements. 

This tariff is also available to Customers having other sources of energy supply, but who desire to purchase standby or back-up 
electric service fi"om the Company. Where such conditions exist the Customer shall contract for the maximum amount of 
demand in KWwhich the Company might be required to furnish, but not less than 1,000 KW. The Company shall not be 
obligated to supply demands in excess of that contracted capacity. Where service is supplied under the provisions of this 
paragraph, the billing demand each month shall be the highest determined for the current and previous tlvo billing periods, and 
the minimum charge shall be as set forth under paragraph "Minimum Charge" above. 

A Customer's plant is considered as one or more buildings, which are served by a single electrical distribution system provided 
and operated by the Customer. Tflhen the size of the Customer's load necessitates the delive1y of energy to the Customer's plant 
over more than one circuit, the Company may elect to connect its circuits to different points on the Customer's system 
irrespective of contrmy provisions in Terms and Conditions of Service. 

Customer with PURPA Section 210 quali.fYing cogeneration and/or small power production facilities shall take service under 
Tariff COGEN/SPP II or by special agreement with the Company. 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Renderedj)nAnd Aft~rJanu~232015. 
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KENTUCKY POWER COMPANY P.S.C.KY.NO.IOORIGINAL SHEETNO. 11-1 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 11-1 

AVAILABILITY OF SERVICE. 

[RESERVED FOR FUTURE USE 

TARIFF C. J.P. T.O.D. 
(Cemmenial and Industrial Fewer Time of Day) 

AvailaBle fer eemmereial anEl inEiustrial eustemers with nermal fH<Hriffilfm ElemanEls ef 7,5QQ KVl anEl a-Be'\·e. CastefflefS--Sh.a.l.l 
eentraet fer a Eiefini~e ameunt ef eleetrieal eafJaeity in kile"\Yatts vihieH shall be suffieieHt ts n1est nermal mwdmam reE]tlirements, 
But in ne ease shall the eapaeity eeR-tmeteEl fer be less tHan 7,5QQ K\V. 

SubtFansmissien Transmissi en 
TariFfCs~-

Serviee Charge flSF Meath $ 27a.QQ $ 794.QQ $1,]5J.QQ 
Demand CHarge per KW 

lla<lfg3' Charge ver KWH 2.%2¢ 2.9Qa¢ 2.88Q¢ 
Reaeth e Demantl Charge fer eaeh kilevar efffiffi'HifH:lm leaEling er lagging reae~ive 
Eleman8. ia exeess ef3"Q pereont efthe K\V sf mentAl) metereEi tlemanEl ............................................. $Q.69/'KVAR 

Fer the fHHpese ef this tariff, the en peak billffig perieEi is defined as 7:GG AM te 9:GQ PM fur all weekElays, MenElay threHgh 
friday. The eff peak billing peried is defmeEI as 9:QQ PM te 7:QQ AM fur all weekdaj'S aml ail heHrs ef Satarday and Sl±RElay. 

MINIMUM DEMAND CIIARCE. 

The minimum SemanS ehargo shall Be eEllfal te tHe minimum billing Elemand tin1es the fellewing minimum Elemand rates: 
Primary Sul:rkansmissien Transmissien 

$16.88/KW $12.17 1KW $ll.Q9,1KW 
The minimum Billing ElemanEl shall Be the greater ef 6Q% ef the eentraet eapaeity set ferl:R en the eentfaet fer eleetrie serviee er 
€iQ% efthe highest Billing ElemaREl, en peak er eff peale, reeerdeEl Eluring the pre•-,.ieus eleven men~Hs. 

MINIMUM CI.IARCE. 
This tariff is s1:1bjeet te a minimun1 eharge eEJUal te the Serviee Charge plus the Minimum DemanEI CHarge. 

FUEL ADJl'STMEI'!T CLfAISE. 

Bills eemfllited aeeerding te the rates set fertH Herein will Be ffiereased er deereased By a f1:1el AEI.justment Fae~er 13er K'l!H 
eaJeulated in eBHlfllianee Vi itA tHe fuel AEI.juslment Cla1:1se eentaiReEl in Sheet }les. 5 1 anEl 5 2 efthis Tariff SeheEI.Hle. 

SYSTEM SALES CL'AISE. 

Bills G8ffi:J3UteEl aeeerEling te the rates set fertfl herein will be inereaseEl er EleereaseEl by a System Sales Faeter 13er K\!/l=I ealeulateEl 
in eemfllianee 'Nith the System Safes Clause eentaineEI in Sheet }Jes. 19 I and19 2 efthis Tariff SeheEI.ule. 

DEMAND SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills eem13uteEl aeeerEling te the rates set ferth herein ·.viii be ineret:seEI. er By a Dem-and SiEle Management Adjustment Clause 
t'aeter 13er K\llR eaJeulateEl ia eenlfllianee with tHe DemanEl SiEle Managemen-t AEljustmeHt Clause eentaineEl iR Sheet }les. 22 1 ef 

•. Tc '"' -'· <C. vniu · · -·-1 • C -'" .~ · -~" • 

DATEOFISSUE: December22 2014 

Issued By: JOHN A. ROGNESS III 

Title: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated Xxxxxxxx 
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KENTUCKYPOWERCO~~ANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 11-2 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 11-2 

RESERVED FOR FUTURE USE 

'l'f,RJI'I' G.l.l'. 'I'.Q.Il. (Gont'd.) 
(Cemmenial and Industrial Power 'l'ime of llay) 

A~~E'I' 'I'RAN~I'ER RlllER. 

Bills eeffiJ3ffi:eEl aeeerEliHg te the rates set fmth IH~FeiB will be iHereaseEl er EleereaseEl By aa Asset +raRsfer ABjustmeBt Faeter BaseS BH a 
J3ereent efr&veHae iR eemflliaaee witH the Asset TFasster RiSer eeBtaineEl in Sheet l'le. 36 I ef!flis Tariff SeaedHie. 

l'URGIIA~E I'QWER AllJU~'I'MEN'I'. 

Bills eeHifJffieEl aeeerEliag te the rates set ferth luweiH wiU :Se ffiereaseEl er Eleereased hy a P~::~reRase Pewer ABjHstmsnt Faeter BaseEl eH a 
IJereffit efreveaue in eempliaRee v'i"!h ~he P1:1rehase Pewer AEljustmeHt eeataiReEl in Sheet 1'-Je. 35 I ef~his TariffSeheBHle. 

ENVIRONMEN'I'AL ~URGIIARGE. 

Bills eem]3ffieEl aeeeFEling te tHe rates set fer-11 herein •NiU Be iBereaseEl er EleereaseEl By an eavirenmental SHreharge adjHstmeffi Bas eEl eB 
a pereeet 8f reveeHe ia eeEI'lfllianes witH tfle Bavireameffial £m·eharge e8ataiaetl ia SHeet l'l8s. 29 I threugh 29 5 ef this Tariff 
SehedHle. 

GAI'AGITY GIIARCE. 

Bills eempHteEl aeeerdiag te the fates set ferth hereie will Be inereasetl By a bapaeity Ghafge Faet8r 13er K\l,lll ealeulatetl ie e8mJ?liaeee 
"ith tHe Ca13aeity Charge Tariff eell-taiaed in Sheet }Te. 28 1 eftflis Tariff £eheElule. 

llEL'.YEil W.YMEN'I' CHt'.RCE. 

This tariff is due aad f3ayable ia fHll ea Sf Befere the EH:te date stateEl BH the Bill. Oa all aeeeHats aet se flaid, aa aEltlitieaal eharge ef 
5% efthe uepaiEl Balaeee will Be made. 

ME'I'ERED VOL'fACE. 

The rates set ferth ie ihis tariff are Based HflBH the deli:ve~' aRd measuremeet 8f tmergy at the same ~,,eltage, :t:lffis meatHfremeat •rriU Be 
matle at 8F GBEI'lfleHSateEl te the delivefJ' .,,eltage. At the sele tlisereti8H efthe bempaHy, sHeh eemfJeHsatieH may Be aehie\'eEi threugh the 
Hse ef less eeffii3eHsatieg eEfHif3ment, the Hse et' fermHlas te ealeHlate lesses er the applieati8H 8fnmhif3liers te !Jle meteretl EJHasthies. Ia 
sH:eh eases, the metereEl IQ;!,li! aJHi IQ,~ ¥alHes •niU Be ruijm;teEl fer Billiag flHf:138Ses. It' the bBRlflBilJ' eleets te adjHst KWH anEl KW 
baseEl en multipliers, the atljHst:Lneat shail Be iR aeeerElanee with the fel18v .. iag: 

Ell MeasHremeats takes at the lew side efa bHstemer ewaed traasfermer will Be mHitif!lied By l.Ql. 
E2l MeasHr6ffl:effis takeR at the high side ef a Cemf3aH) ewaetl trassf8rmer vs'iH Be ffillltifllieEl By Q.98. 

MON'fHLY IIILUNC llEM:'.Nil. 

The meathly 8H f!eal~ aBEl eff 13eal~ Billiag ElemaaEls in K\¥ shall be taiEeH eaeh meath as the highest siagle 15 miaffie istegrated flea!:~ 
in IQN as registered By a ElemaaEl meter Bm·ing ilie 811 f!eak and eff peak Billing peri eEls, reSfJeetively. 

'fhe Feaeth•e Elemand in IQ.L,_'\Rs sHall Be taken eaefi meffifi as the HigHest siegle 15 minHte iategratsEl fJeal:~ i:e IQ.L,_'\R's as registereEI 
tl1:1ring the menth by the Elen18:REl meter er iRElieater, er, at tke b8FHflaB)''s SfJtie:e, as the higHest registratien efa thermal type demanEl 

--fH:eter er inElieater. 
fGsei'Else SlleeH!e. II 
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KENTUCKY POWER COMPANY P.S.C. KY. NO.lO ORIGINAL SHEET NO. 11-3 

CANCELLING P.S.C. KY. NO.lO SHEET NO. 11-3 

RESERVED FOR FUTURE USE 

+f,RII'F G.l.l'. ±.Q.-0. fGonl'd) p 
(CannHereial and Industrial Pov/eF Time of Day) 

±ERM OF GON±RAGT. 

Geffiraets HnElcr this tari#will Be made fer an initial f3Srie8 efnet less ~haa twe yeaFs aaEl sHaH F6mais in e#eet thert.:mfter B:fltil eitHSF 13afty 
shall ghe at least 12 menths' wri~~en netiee te tile ether ef the ffiteH:tien te termiaate tHe eentraet. THe Cempan) resen es the rigHt te 
reEJ:uire iRitial eentFaets fer 13erieEls greater than twe years. 

A new initial eentFaet rerieEI will net be reEJ:UireEl fer eKistiRg eHstemers wfle el1B:Rge tHeir eeRtraet reEJ:uirements after tHe erigiRal initial 
peri eEl unless ne.,, er aEI.Eiitienal fueilities are reEJ:HireEl. 

GONTRAGT GAI'AGUY. 

The Gustemer shall se~ 'feRH '.:he ame1nlt ef eapaeity eeffil'aeteH :fer (the "eeRtreet Gfr13aeity"~ in an ameunt 8EJ:Hal te er gn~ater than +,§QQ 

K\¥, in mHltiples ef lQQ Kl.¥. The Cempai:Iy is net reEJ:aireEl te SUJ3J3ly ea13aeity in €meess ef such ceetract capacity rnceert with eX:flress 
VlfitteH eensent efthe Cempa&y. 

SPECIAL ±ERI\'IS ,\Nil CQNIJITIONS. 

This tariff is subject te the CemJ3aH)''s Terms ai:Id Cenditiens sf Service. 

This tariff is alse available te eustemers havl:eg ether seHrees efeHergy SHflply, But whe Elesire te flHFchase standby er BaciE up elestric 
service ffem the Gempa:ey. Where sueR eenElitiens e:J<ist the eustemer shaH centraet fer the m<H~i.muf:e ameHH:t ef dema:eEl iH KJN ¥.zhieh the 
CemflaHY might Be reEJ:uireEl te famish, bHt He~ less than '7,3QQ KW. The Gempany shall net Be eBligateEl te SHflply ElemaaEls in eJEeess ehhe 
eentraet fer G8f!aei"'.'J'. J,llhcre seP.':iee is SU:flfllicEl unEler the pre~,,isiens sf this flaragraph, the billing Bemand eaeh menth shall be the highest 
determined fer the emrent anEl fJre:rliel:is tvre Billing fJerieEls, anEl the minimum eflarge shall be as set ferth 1:mder fJaragraph "Minim1:1m 
Gharge" aBeve. 

A e1:1stemer's fllaat is eensiElereEl as ene er mere BuilElings, •rrhieh are ser>.•eEl By a single electrieal distrib~:~tiea system fJre:videEI. and SflerateEI. 
by eustemer. When the s~e efthe eHstemer's leaS: necessitates the Elelhtery ef energy te the eustemer's plant ever mere tHaa ene cireuit, 
the GeiRfJa:ny may elcet te eeHHeet its eireuits te S:ifferent flSiats en the e1:1stemer's system iffesfJeetfve ef eeRtrary previsieHs in Terms and 
CeHElitieHs ef Sen ice. 

This tariff is availaBle fer resale s6f¥ise te miRing aHd iHElustrial eustemers whe furnish ser..,•iee te eHstemer ewaeB CaHlflS er villages where 
living EJ:HaftSFs are rented te emflleyees aaEI. where ~he e1:1stemer purchases pewer at a single flBint fer Beth his f3SWer aml Sa:FRfl 
reE]_Uirements. 

Gustemers wi-th PURP.,/'z Sestien 21Q EJ:Ualifyiag eegeaeratien anGler small pewer preBuetien facilities sHall take serviee l:IHEler Tariff 
CGGmUSP:P H er By speeial agreement with the Gempa:ey. D 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 12-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 12-1 

TARIFF C.S.-I.R.P. 
(Contract Service -Interruptible Power) 

Available for service to customers who contract for service under one of the Company's interruptible service options. The Company 
reserves the right to limit the total contract capacity for all customers served under this Tariff to~ 75,000 kW T 

Loads of new customers locating within the Company's service area or load expansions by existing customers may be offered 
interruptible service as part of an economic development incentive. Such interruptible service shall not be counted toward the 
limitation on total interruptible power contract capacity, as specified above, and will not result in a change to the limitation on total 
interruptible power contract capacity. 

CONDITIONS OF SERVICE. 

The Company will offer eligible customers the option to receive service fi·om a menu of intcnuptible power options pursuant to a 
contract agreed to by the Company and the Customer. 

Upon receipt of a request from the Customer for interruptible service, the Company will provide the Customer with a written offer 
containing the rates and related terms and conditions of service under which such service will be provided by the Company. If the 
parties reach an agreement based upon the offer provided to the Customer by the Company, such written contract will be filed with the 
Commission. The contract shall provide full disclosure of all rates, tem1s and conditions of service under this Tariff, and any and all 
agreements related thereto, subject to the designation ofthe terms and conditions of the contract as confidential, as set forth herein. 

The Customer shall provide reasonable evidence to the Company that the Customer's electric service can be interrupted in accordance 
with the provisions of the written agreement including, but not limited to, the specific steps to be taken and equipment to be curtailed 
upon a request for interruption. 

The Customer shall contract for capacity sufficient to meet normal maximum interruptible power requirements, but in no event will 
the intenuptible amount contracted for be less than 1,000 KW at any delivery point. 

RATE. (Tariff Code 321) 

Credits under this tariff of$3.68/kW/month will be provided for interruptible load that qualifies under PJAl's rules as capacity for the N 
pwpose of the Company's FRR obligation. 

Charges for the service under this tariff will be set forth in the written agreement between the Company and the Customer and will 
reflect a difference from the firm service rates otherwise available to the Customer. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated 
in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tm·iff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to he rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

(Cont'd on Sheet No. 12-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 12-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 12-2 

TARIFF C.S.-I.R.P. 
(Contract Service- Interruptible Power) (Cont'd.) 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment 
Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 
22-1 through 22-13 of this Tariff Schedule, unless the Customer is an industrial who has elected to opt-out in accordance with the 
terms pursuant to the Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based 
on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff 
Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-
day annual basis) authorized to be recovered via Tariff A. T.R in the Stipulation and Settlement Agreement, approved as modified by 
the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Ac[justment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 
of this Tariff Schedule. 

BIG SANDY I OPERA170N RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Adjustment 
Factor per kW and/or kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-
2 of this Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based 
on a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment 
based on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-lthrough 29-5 of this 
Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rate set forth herein will be increased by a Capacity Charge Factor per KWH calculated in 
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 and 28-2 of this Tariff Schedule. 

(Cont'd on Sheet No. 12-3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 12-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 12-3 

TARIFF C.S.-l.R.P. 
(Contract Service- Interruptible Power) (Coot' d.) 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P JM Rider per kW and/or kWh calculated in 
compliance with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric 
bills rendered during the billing cycles commencing July 2015 and continue until othenvise directed by the Public Service 
Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 
15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance 
Program charge will be applied to ail residential electric bills rendered during the billing cycles commencing July 2010 and continue 
until otherwise directed by the Public Service Commission. 

N 

[ 
N 

N 

f 
N 

NERC COMPLIANCE AND CYBERSECURJTY RIDER. N 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider l 
Adjustment Factor per kW and/or kWh calculated in compliance with the NERC Cybersecurity Rider contained in Sheet Nos. 40-1 
through 40-3 of this Tariff Schedule. N 

DELAYED PAYMENT CHARGE. 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of 
5% of the unpaid balance will be made. 

TERM OF CONTRACT 

The length of the agreement and the terms and conditions of service will be stated in the agreement between the Company and the 
Customer. 

CONFIDENTIALITY 

All terms and conditions of any written contract under this Tariff shall be protected fi·om disclosure as confidential, proprietary trade 
secrets, if either the Customer or the Company requests a Commission determination of confidentiality pursuant to 807 KAR5:00l, 
Section 7 and the request is granted. 

(Cont'd on Sheet No. 12-4) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 12-4 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 12-4 

TARIFF C.S.-I.R.P. 
(Contract Service- Interruptible Power) (Cont'd.) 

SPECIAL TERMS AND CONDITIONS 

Except as otherwise provided in the written agreement, this Tariff is subject to the Company's Terms and Conditions of 
Service. 

A Customer's plant is considered as one or more buildings, which are served by a single electrical distribution system provided 
and operated by the Customer. When the size of the Customer's load necessitates the delivery of energy to the Customer's 
plant over more than one circuit, the Company may elect to connect its circuits to different points on the Customer's system 
irrespective of contrary provisions in Terms and Conditions of Service. 

This tariff is also available to Customers having other sources of energy supply, but who desire to purchase standby or back-up 
electric service from the Company. Where such conditions exist, the Customer shall contract for the maximum amount of 
demand in KW, which the Company might be required to furnish, but not less than 1,000 KW. 

Customers with PURPA Section 210 qualifYing cogeneration and/or small power production facilities shall take service under 
TariffCOGEN/SPP II or by special agreement with the Company 
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KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 13-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 13-1 

TARIFf' M.W. 
(Municipal Watenvorks) 

Available only to incorporated cities and towns and authorized water districts and to utility companies operating under the 
jurisdiction of Public Service Commission of Kentucky for the supply of electric energy to waterworks systems and sewage disposal 
systems served under this tariff on September 1, 1982, and only for continuous service at the premises occupied by the Customer on 
this date. If service hereunder is discontinued, it shall not again be available. 

Customer shall contract with the Company for a reservation in capacity in kilovolt~amperes sufficient to meet with the maximum 
load, which the Company may be required to furnish. 

RATE. (Tariff Code 540) 

Service Charge .................................................................................... $22.90 per month 
Energy Charge: 
All KWH Used Per Month ..................................................................... &;lOO¢ 8.601¢ per KWH 

MINIMUM CHARGE. 

This tariff is subject to a minimum monthly charge equal to the sum of the service charge plus -$4--1:-G $ 8.20 per KVA as determined 
from customer's total connected load. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Demand-Side Management Adjustment 
Clause Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 

I 

I 

22-1 through 22-13 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the T 
terms pursuant to the Commission's Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based 
on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-l through 36-2 of this Tariff 
Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-
day annual basis) authorized to be recovered via Tariff A.1:R. in the Stipulation and Settlement Agreement, approved as modified by 
the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

(Cont'd on Sheet No. 13-2) 
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KENTUCKY POWER COMPANY 

BIG SANDY RETIREMENT RIDER. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 13-2 
CANCELLING P.S.C. KY. NO.lO SHEET NO. 13-2 

TARIFF M.W. (Con!' d) 
(Municipal Waterworl<s) 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider At:fjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 throuj;h 38-2 of 
this Tariff Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Acfjustment 
Factor per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this 
Tariff Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bilis computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on 
a percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set fmih herein will be increased or decreased by an Environmental Surcharge adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-l through 29-5 of the Tariff 
Schedule. 

CAP A CITY CHARGE. 

Bills computed according to the rates set forlh herein will be increased by a Capacity Charge Factor per KWH calculated in 
compliance with the Capacity Charge Tariff contained in Sheet No. 28-1 and 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P J.M Rider per kWh calculated in 
compliance with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric 
bills rendered during the billing cycles commencing July 2015 and continue until othenvise directed by the Public Service 
Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Biiis computed according to the rates set forth herein shall be increased by a HEAP charge of 
15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home Energy Assistance 
Program charge will be applied to all residential electric bills rendered during the billing cycles commencing July 2010 and continue 
until otherwise directed by the Public Service Commission 

(Cont'd on Sheet No. l3-3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 13-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 13-3 

TARIFF M.W. (Cont'd) 
(Municipal WaterworliS) 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and 
Cybersecurity Rider Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersecurity 
Rider contained in Sheet Nos. 40-1 through 40-3 of this Tariff Schedule. 

PAYMENT. 

Bills will be rendered monthly and will be due and payable on or before the due date stated on the bill. 

TERM OF CONTRACT. 

Contracts under this tariff will be made for not less than (1) one year with self-renewal provisions for successive periods of 
(1) one year each until either party shall give at least 60 days' written notice to the other of the intention to discontinue at the 
end of any yearly period. The Company will have the right to require contracts for periods of longer than (1) one year. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service. 

This tariff is not available to customers having other sources of energy supply. 

DATE OF ISSUE: December 23,2014 

DATE EFFECTNE: Service Rendered On And After January 23, 2015 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 14-1 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 14-1 

AVAILABILITY OF SERVICE. 

TARIFFO.L. 
(Outdoor Lighting) 

Available for outdoor lighting to individual customers in locations where municipal street lighting is not applicable. 

A. OVERHEAD LIGHTING SERVICE 

Tariff 
Code 

I. High Pressure Sodium 
094 100watts( 9,500Lumens) ............................... $ ~ 9.65per1amp 
113 150 watts ( 16,000 Lumens) ................ · ............... $ W)G 10.95 per lamp 
097 200 watts ( 22,000 Lumens) ............................... $ .Q;W 13.45 per lamp 
103 250watts(28,000Lumens) ............................... $ = 18.10per!amp 
098 400 watts ( 50,000 Lumens) ............................... $ ~ 21.05 per lamp 

2. Mercury Vapor 
093* 175 watts ( 7,000 Lumens) ............................... $ ~ 10.75 per lamp 
095* 400 watts ( 20,000 Lumens) ............................... $~ 18.60 per lamp 

Company will provide lamp, photo-electric relay control equipment, luminaries and upsweep arm not over six feet 
in length, and will mount same on an existing pole carrying secondary circuits. 

B. POST-TOP LIGHTING SERVICE 

Tariff 
Code 

L High Pressure Sodium 
Ill 100 watts (9,500 Lmnens) ................................ .. 
122 !50 watts (16,000 Lumens) ............................. .. 
121 100 watts Shoe Box ( 9,500 Lumens) ................. .. 
120 250 watts Shoe Box ( 28,000 Lumens) .............. .. 
126 400 watts Shoe Box ( 50,000 Lumens) .............. .. 

2. Mercury Vapor 
099* 175 watts (7,000 Lumens) ................................ .. 

$ -I*W 14.45 per lamp 
$ UM 23. 70 per lamp 
$ JlhOO 33.50 per lamp 
$~ 50.05perlamp 
$~ 44.10perlamp 

$ -l+.:W 12.30 per lamp 

*Effective June 29, 2010 and thereafter these lamps are not available for new installations 

Company will provide lamp photo-electric relay control equipment, luminaries, post, and installation including underground wiring 
for a distance ofthirty feet from the Company's existing secondary circuits. 

(Cont'd on Sheet 14-2) 
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KENTUCKYPOWERCOMWANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 14-2 

CANCELLING P.S.C. KY. NO.IO SHEET NO. 14-2 

RATE. (Cont'd.) 

TARIFF O.L. (Con!' d.) 
(Outdoor Lighting) 

C. FLOOD LIGHTING SERVICE 

Tariff 
Code 

I. High Pressure Sodium 
107 200 watts (22,000 Lumens) .............................. .. 
109 400 watts (50,000 Lumens) ................................ . 

2. Metal Halide 
110 250 watts (20,500 Lumens) .............................. .. 
116 400 watts (36,000 Lumens) ............................... .. 
131 1000 watts (1!0,000 Lumens) ........................ .. 
130 250 watts Mongoose (19,000 Lumens) ................. . 
136 400 watts Mongoose (40,000 Lumens) ................ .. 

$ +JMl 15.00 per lamp 
$ = 20.80 per lamp 

$= 20.10per lamp 
$ ;>4,±G 26.60 per lamp 
$ = 67.35 per lamp 
$ 2+.8() 25.30 per lamp 
$~30.30per lamp 

Company wili provide lamp, photoelectric relay control equipment, luminaries, mounting bracket, and mount same 
on an existing pole canying secondary circuits. 

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

Woodpole ..................................................................... $~ 3.15permonth 
Overhead wire span not over 150 feet................................... $ heG 1.75 per month 
Underground wire lateral not over 50 feet .......................................... $ ~ 6.90 per month 

(Price includes pole riser and connections) 

(Cont'donSheetNo. 14-3) 
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KENTllCKY POVi'ER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 14-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 14-3 

FUEL ADJUSTMENT CLAUSE. 

TARIFF O.L. (Con!' d.) 
(Outdoor Lighting) 

Bills r.:omputcd according to the rates set forth herein will be increased or decreased by a fuel Adjustment Factor per KWH 
r.:alculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. The 
monthly kilowatt-hours for Fuel Adjustment Clause, System Sales Clause and the Capacity Charge computations are as follows: 

METAL HALIDE MERCURY VAPOR HIGH PRESSURE SODIUM 
250 400 1000 175 400 100 !50 200 250 400 

WATTS WATTS WATTS WATTS WATTS WATTS WATTS WATTS WATT.':i WATTS 
JAN 127 199 477 91 199 51 74 106 130 210 
PEB 106 167 400 76 167 43 62 89 109 176 
MAR 106 167 400 76 167 43 62 89 109 176 
APR 90 142 340 65 142 36 53 76 93 !50 
MAY 81 127 304 58 127 32 47 6R 83 134 
JUNE 72 114 272 52 114 29 42 61 74 120 
JULY 77 121 291 55 121 31 45 65 79 128 
AUG 88 138 331 63 138 35 51 74 90 146 
SEPT 96 !52 363 69 !52 39 57 81 99 160 
OCT 113 178 427 81 178 45 66 95 116 188 
NOV 119 188 449 86 188 48 70 100 122 198 
DEC 129 203 486 92 203 52 1i. 108 132 ill 

TOTAL 1204 1896 4540 864 1896 484 704 1012 1236 2000 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per I< WI-T r.:a!culatccl 
in compliance with the System Sales Clause contained in Sheet Nos. 19-1 and 19-2 of this Tariff Schedule. 

ASSET TRANSFER RIDER. 

Rills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based on 
a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tariff Schedule. The 
Asset Tran~fer Acfjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual has is) 
authorized to be recovered via Tariff A.TR. in the Stipulation and Settlement Agreement, approved as modified by the Commission by 
its orde1· dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider ;/c(justment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of 
this Tar{[(Schedu!e. 

BIG SANDY I OPERATION RIDER. 

Rills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Ac(justment 
Factor per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this 
'J 'ariffSchedu/e. 

(Cool" d. on Sheet No. 14-4) 
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KENTUCKY POWER COMPANY 

PURCHASE POWER ADJUSTMENT. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 14-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 14-4 

TARIFF O.L. (Cont'd.) 
(Outdoor Lighting) 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P JM Rider per kWh calculated in compliance 
with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per kWh calculated in compliance with the Nh.l?C Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 
through 40-3 of this TariffSchedule. 

OWNERSHIP OF FACILITIES. 

All facilities necessary for service including fixtures, controls, poles, transfmmcrs, secondaries, lamps and other appurtenances shall be 
owned and maintained by the Company. All service and necessary maintenance will be performed only during the regular scheduled 
working hours of the Company. 

The Compm1y shall be allowed 3 working days after notification by the customer to replace all burned-out lamps. 

TERM OF INITIAL SERVICE. 

Term of initial service shall be required for a period of one year. If early termination is requested, the customer will be billed for the 
remainder of the 12 month period. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Tenns and Conditions of Service. 

The Company shall have the option of rendering monthly or bimonthly bills. 

DATE OF ISSUE: December 23,2014 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 15- 1 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 15- l 

AVAILABILITY OF SERVICE. 

TARIFFS.L. 
(Street Lighting) 

Available for lighting service for all the lighting of public streets, public highways and other public outdoor areas in municipalities, 
counties, and other governmental subdivisions where such service can be supplied from the existing general distribution systems. 

RATE. (Tariff Code 528) 

A. Overhead Service on Existing Distribution Poles 

I. High Pressure Sodium 
100 watts ( 9,500 lumens) ............................................ $ 
150 watts (16,000 lumens) ........................................... $ 
200 watts (22,000 lumens) ........................................... $ 
400 watts (50,000 lumens) ........................................... $ 

B. Service on New Wood Distribution Poles 

I. High Pressure Sodium 
100 watts ( 9,500 lumens) ........................................... $ 
150 watts (16,000 lumens) ........................................... $ 
200 watts ( 22,000 lumens) .......................................... $ 
400 watts (50,000 lumens) ........................................... $ 

C. Service on New Metal or Concrete Poles* 

1. High Pressure Sodium 
100 watts ( 9,500 lumens) ............................................ $ 
!50 watts (16,000 lumens) ........................................... $ 
200 watts (22,000 lumens) ........................................... $ 
400 watts (50,000 lumens) ........................................... $ 

~ 8.05perlamp 
~ 9.25 per lamp 
~ 11.45 perlamp 
~ 17.80 per lamp 

~ 11.35 per lamp 
+l-4() 12.60 per lamp 
-lJ+.) 14. 60 perlamp 
~ 20.45 per lamp 

- 20.95 per lamp 
~ 22.00 per lamp = 28.00 per lamp 
;>;M.,) 30.45 per lamp 

*Effective June 29, 2010 and thereafter these lamps are not available for new installations 

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

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculated in compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. The 
monthly kilowatt-hours for Fuel Adjustment Clause, System Sales Clause and the Capacity Charge computations are 
as follows: 

(Cont'd on Sheet No. 15-2) 
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KENTUCKY POWER COMPANY 

FUEL ADJUSTMENT CLAUSE. (Cont'd.) 

MONTH 
JAN 
FEB 
MAR 
APR 
MAY 
JUNE 
JULY 
AUG 
SEPT 
OCT 
NOV 
DEC 

TOTAL 

SYSTEM SALES CLAUSE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 15-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 15-2 

TARIFF S.L. (Con!' d.) 
(Street Lighting) 

HIGH PRESSURE SODIUM 
100 150 200 400 

WATTS WATTS WATTS WATTS 
51 74 106 210 
43 62 89 176 
43 62 89 176 
36 53 76 150 
32 47 68 134 
29 42 61 120 
31 45 65 128 
35 51 74 146 
39 57 81 160 
45 66 95 188 
48 70 100 198 
52 75 108 214 

484 704 1012 2000 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. 19-l and 19-2 of this 1'ariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge Adjustment based 
on a percent of revenue in compliance with the Environmental Surcharge contained in Sheet Nos. 29-1 through 29-5 of this Tariff 
Schedule. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increaBed or decreased by an Asset Transfer Adjustment 
Factor based on a percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 
36-2 of this Tariff Schedule. 1'he Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount 
(computed on a 365-day annual basis) authorized to be recovered via Tariff A.T.R. in the Stipulation and Settlement Agreement, 
approved as modified by the Commission by its order dated October 7, 2013 in Case No. 2012-00578, has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy Retirement Rider Adjustment 
Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of 
this TariffSchedule. 

BIG SANDY I OPERATION RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Rider Acfjustment 
Factor per kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet Nos. 39-1 through 39-2 of this Tariff 
Schedule. 

(Cont'd On Sheet No. 15-3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO.!O ORIGINAL SHEET NO. 15·3 

CANCELLING P.S.C. KY. NO.!O SHEET NQ. 15·3 

PURCHASE POWER ADJUSTMENT. 

TARIFF S.L. (Coot' d.) 
(Street Lighting) 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent of revenue in compliance with the Purchase Power Adjustment contained in Sheet No. 35-1 of this Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increa..<>ed by a Capacity Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-1 through 28-2 of this Tariff Schedule. 

P.J.M.RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a P JAf Rider per kWh calculated in compliance 
with the PJM Rider contained in Sheet Nos. 24-1 through 24-3 of this Tariff Schedule 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by a KEDS charge of$0.15 per 
month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all customer electric bills 
rendered during the billing cycles commencing July 2015 and continue until othenvise directed by the Public Service Commission. 

NERC COMPLIANCE AND CYBERSECURITY RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cybersecurity Rider 
Adjustment Factor per kWh calculated in compliance with the NERC Compliance and Cybersecurity Rider contained in Sheet Nos. 40-1 
through 40-3 oft/uS Tariff Schedule. 

SPECIAL FACILITIES. 

When a customer requests street lighting service which requires special poles or fixtures, underground street lighting, or a line extension of 
more than one span of approximately 150 feet, the customer will be required to pay, in advance, an aid-to-construction in the amount of the 
installed cost of such special facilities 

PAYMENT. 

Bills are due and payable within ten (10) days of the mailing date. 

HOURS OF LIGHTING. 

All lamps shall burn from one-half hour after sunset until one-half hour before sunrise every night and all night, burning approximately 
4,000 hours per annum. 

TERM OF CONTRACT. 

Contracts under this tariff will ordinarily be made for an initial term of one year with self-renewal provisions for successive periods of one 
year each until either party shall give at least 60 days' notice to the other of the intention to discontinue at the end of the initial term or any 
yearly period. The Company may have the right to require contracts for periods of longer than one year if new or additional facilities are 
required. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. to ORIGINAL SHEET NO. 16-1 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 16-1 

TAmn· C. A. T.V. 
(Cable Television Pole Attachment) 

AVAILABILITY OF SERVICE. 

Available to operators of cable television systems (Operators) furnishing cable television service in the operating area of Kentucky Power 
Compony (Company) for attachments of aerial cables, wires and associated appliances (attachments) to ccJiain distribution poles of Kentucky 
Power Company. 

!Is used in this Tariff, an "attachment" shall mean the physical connection of (a) a messenger strand supporting the wires, cables or stand
mounted associated facilities and equipment of a cable system or (b) service drops affixed to the pole and located more than one vertical foot away 
fi'om the point at which the messenger strand is attached to the pole (but not a strand originating or mid-,\jJan service drop) or (c) service drops 
located on a dedicated service, drop or lift pole. An attachment shall consume no more than one .foot (1} ofvertical space on any distl'ibution pole 
owned hy the Company. 

Charge fiJr attachments on a two-user pole .. . 
Charge for attachments on a three-user pole .... . 

The above rate was calculated in accordance with the following formula: 

Weighted Average 
Bare Pole Cost X 

Usage 
Factor X 

Carrying 
Charge 

$ 7.21 per peie/year attachment per year 
. ... $ 4.47 per peffil.yeaf-attachment per year 

= Rate Per Pole 

N 

I 
N 

T 

T 

A two-user pole is a pole being used, by actual occupation or reservation, by the Operator and the Company. A three-user pole is a pole being N 
used by actual occupation or reservation, by the Operator, the Company, and a third party. 

DELAYED PAYMENT CHARGE. 

This TarilT is net if account is paid in full within-!-§. 3() days of date of bill. On all accounts not so paid an additional charge of 5% of the unpaid 
balunce will be made. 

POLfi: SUBJECT TO ATTACHMENT. 

When an Operator proposes to furnish cable television service within the Company's operating area and desires to make attachments on certain 
distribution poles of Company, Operator shall make written application, on a form furnished by Company, to install attachments specifying the 
location of each pole in question, the character of its proposed attachments and the amount and location of space desired, and any other information 
necessary to calculate the transverse and vertical load placed upon the pole as a result of the proposed attachment and any other facilities attached 
to the pole. Within tweHty eRe (21)forty-.five (45) days after receipt of the application, Company shall notify Operator whether and to what extent 
any special conditions \Viii be required to permit the use by Operator of each such pole. Operator shall reimburse Company for any expenses 
incurred in reviewing such written applications for attachment. Operator shall have a non-exclusive right to use such poles or Company as may be 
used or reserved for use by Operato1· and any other poles of Company when brought hereunder in accordance with the procedure hereinaller 
provided. Company shall have the right to grant, by contract or otherwise to others rights or privileges to usc <my poles of the Company and 
Company shall have the right to continue and extend any such rights or privileges heretofore granted. All poles shall be and remain the property of 
Company regardless of any payment by Operator toward their cost and Operator shall, except for the rights provided hereunder, acquire no right, 
title or interest in or to any such pole. 

(Cont'd on Sheet No. 16-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 16-2 

CANCELLING P.S.C. KY. N0.10 SHEET NO. 16-2 

STANDARDS FOR INSTALLATION. 

TARIFF C.A.T.V. (Cont'd.) 
(Cable Television Pole Attachment) 

All attachments and associated equipment of Operator (including without limitation, power supplies) shall be installed in a 
manner satisfactory to Company and so as not to interfere with the present or any future use which Company may desire to make 
of the poles covered by this Tariff. All such attachments and equipment shall be installed and at all times maintained by Operator 
so as to comply at least with the minimum requirements of the National Electrical Safety Code and any other applicable 
regulations or codes promulgated by state, local or other governmental authority having jurisdiction there over. Power supply 
apparatus having as its largest dimension more than sixteen inches must be placed on a separate pole to be installed by Operator. 
Operator shall take necessary precautions by the installation of protective equipment or other means, to protect all persons and 
property of all kinds against injury or damage occmTing by reason of Operator's attachments. 

POLE INSTALLATION OR REPLACEMENT; REARRANGEMENTS; GUYING. 

In any case Operator proposes to install attachments on a pole to be erected by Company in a new location, and to provide 
adequate space or strength to accommodate such attachments (either at the request of Operator to comply with the aforesaid codes 
and regulations) such pole must, in Company's judgment, be taller and/or stronger than would be necessary to accommodate the 
facilities of Company and of other persons who have previously indicated that they desire to make attachments on such pole or 
with whom Company has an agreement providing for joint or share ownership of poles, the cost of such extra height and/or 
strength shall be paid to Company by Operator. Such cost shall be the difference between the cost in place of the new pole and 
the current cost in place of a pole considered by Company to be adequate for the facilities of Company and the attachments of 
such other persons. 

Where in Company's judgment a new pole must be erected to replace an existing pole solely to adequately provide for Operator's 
proposed attachments, Operator agrees to pay Company for the entire cost of the new pole necessary to accommodate the existing 
facilities on the pole and Operator's proposed attachments, plus the cost of removal of the in-place pole, minus the salvage value, 
if any, of the removed pole. Title to the new pole shali remain with the Company. Operator shall also pay to Company and to any 
other owner of existing attachments on the pole the cost of removing each of their respective facilities or attachments from the 
existing pole and reestablishing the same or like facilities or attachments on the newly-instailed pole. 

If Operator's desired attachments can be accommodated on existing poles of Company by remTanging facilities of Company 
thereon of any other person, or if because of Operator's proposed attachments it is necessary for Company to reatTange its 
facilities on any pole not owned by it, then in any such case, Operator shall reimburse Company and any such other person for the 
respective expense incurred in making such rearrangement. 

If because of the requirements of its business, Company proposed to replace an existing pole on which Operator has any 
attachment, or Company proposed to change the arrangements of its facilities on any such pole in such manner as to necessitate a 
rearrangement of Operator's attachment, or if as a result of any inspection of Operator's attachments Company determines that 
any such attachments are not in accordance with applicable codes or the provisions of this Tm-iff or me otherwise hazards 
Company shall give Operator not less than 48 hours notice of such proposed replacement or change, or any such violation or 
hazard, unless an emergency requires a shorter period. In such event, Operator shall at its expense relocate, rearrange or modify 
its attachments at the time specified by Company. If Operator fails to do so, or if any such emergency makes notice impractical, 
Company shall perform such relocation or rearrangement and Operator shall reimburse Company for the reasonable cost thereof. 

Any additional guying or anchors required by reason of the attachments of Operator shall be provided at the expense of Operator 
and shall meet the requirements of all applicable codes or regulations and Company's generally applicable guying standards. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 16-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 16-3 

TARIFF C.A.T.V. (Coni' d.) 
(Cable Television Pole Attachment) 

POLE INSPECTION. 

Company may make periodic inspections, as conditions may warrant, for the purpose of determining compliance with the provisions of 
this Tariff. Company reserves the right to inspect each new or proposed installation of Operator on Company's poles. In addition, 
Company's right to make any inspections and any inspection made pursuant to such right shall not relieve Operator of any 
responsibility, obligation or liability assumed under this Tariff. 

UNAUTHORIZED ATTACHMENTS. 

Operator shall make no attachment to or other use of any pole of Company or any facilities of Company thereon, except as authorized. 
The company reserves the right to make periodic inspections. Should such unauthmized attachment or use be made, Operator shall pay N 
to the Company on demand two times the charges and fees, including but not limited to, any payable_under the headings "RATES" and 
"POLE INSTALLATION OR REPLACEMENT; REARRANGEMENTS; GUYING" that would have been payable had such 
attachment been made on the date following the date of the la."t previous inspection required to be made by Company under applicable 
regulations of the Kentucky Public Service Commission. 

ABANDONMENT BY OPERATOR. 

Operator may at any time abandon the use of a pole hereunder by removing therefrom all of its attachments and by giving written 
notice thereof, on a form provided by the Company, and no pole shall be considered abandoned until such notice is received. 

INDEMNITY. 

Operator hereby agrees to indemnify, hold harmless, and defend Company from and against any and all loss, damage, cost or expense 
which Company may suffer or for which Company may be held liable because of interruption of Operator's service to its subscribers or 
because of interference with television reception of said subscribers or others, or by reason of bodily injury, including death, to any 
person, or damage to or destruction of any property, including loss of use thereof, arising out of or in any manner connected with the 
attachment, operation, and maintenance of the facilities of Operator on the poles of Company under this Tariff, when due to any act, 
omission or negligence of Operator, or to any such act, omission or negligence of Operator's respective representatives, employees, 
agents or contractors. 

INSURANCE. 

Operator agrees to obtain and maintain at all times policies of insurance as follows: 

(a) Comprehensive bodily injury liability insurance in an amount not less than $1,000,000 for any one occunence 
(b) Comprehensive property damage liability insurance in an amount not less than $500,000 for any one occurrence. 
(c) Contractual liability insurance in an amount not less than the foregoing minimums to cover the liability assumed by the Operator 

under the agreement or indemnity set forth above. 

Prior to making attachments at Company's poles, Operator shall furnish to Company two copies of a certificate, from an insurance 
caiTier licensed to do business in Kentucky, stating that policies of insurance have been issued by it to Operator providing for the 
insurance listed above and that such policies are in force. Such certificate shall state that the insurance carrier will give Company thirty T 
(30) fifteen (15) days' prior written notice of any cancellation of or material change in such policies. 
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KENTUCKY POWER COMPANY 

EASEMENTS. 

!'.S.C. KY. NO. 10 ORIGINAL SHEET NO. 16-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 16-4 

TARIFF C.A.T.V. (Cont'd.) 
(Cable Television Pole Attachment) 

Operator shall secure any right, license or permit from any governmental body, authority or other person or persons which 
may be required for the construction or maintenance of attachments of Operator. Company does not convey nor guarantee 
any casements, rights-or: .. way or franchises for the construction and maintenance of said attachments. Operator hereby ngrees 
to indemnify and save harmless Company from any and all claims, including the expenses incurred by Company to defend 
itself against such claims, resulting from or arising out of the failure of Operator to secure such right, license, permit or 
easement fOr the construction or maintenance of said attachments on Company's poles. 

CHARGES AND FEES. 

Operator agrees to pay Company an annual charge per attachments set forth on Tar([! Sheet No. 10-1 in advance,~ N 
annually, eharges ts Be G81flf3l:lteEl as set fsFtH iA Tariff, and such other charges as may be provided for herein, for the usc of 
each of Company's poles, any portion of which is occupied by, or reserved at Operator's request for the attachments or 
Operator. 

Operator agrees to reimburse Company for all reasonable non-recurring expenses caused by or attributable to Operator's 
initial attachments including without limitation the amounts set forth herein before and the expenses or Company in 
examining poles used but not owned by Company to which Operator proposes to make attachments. 

FEES FOR ADDITIONAL ATTACHMENTS OR REMOVALS. 

For attachments made or removed which arc rep01ted to the Company between billing dates, Operator shall be billed or 
credited a prorated amount of the annual charge effective with the date of attachment or removal on the Operator's next bill. 

ADVANCE BILLING 

Payment of amounts due hereunder is due on the dates or at the times indicated with respect to each such payment. In the 
event the time for any payment is not specified, such payment shall be due fifteen ( 15) thirty (30) days hom the elate of the 
invoice therefore. In all amounts not so paid an addition charge of five percent (5%) will be assessed. Where the provisions 
of the Tariff require any payment by Operator to the Company other than for attachment charges, Company may, at its 
option, require that the estimated amount thereof be paid in advance of permission to use any pole or the performance by 
company of any work. In such a case, Company shall invoice any deficiency or refund any excess to Operator after the 
current amount of such payment has been determined. 

DEFAULT OR NON-COMPLIANCE. 

If Operator fails to comply with any of the provisions of this Tariff or del'aults in the performance of any of its obligations 
under this Tariff and fails within thirty (30) days, after written notice from Company. to correct such default or non-

T 

compliance, Company may, in addition to all other remedies under this tariff as its SfltisA forthwith take any one or more of N 
the rollowing actions: terminate the specific permit or permits covering the poles to which such del'ault or non-compliance is 
applicable; remove, relocate or rearrange attachments of Operator to which such del'ault or non~compliance relates, all at 
Operator's expense; decline to permit additional attachments hereunder until such default is cured; or in the event of any 
failure to pay any of the charges, iCes or amounts provided in this Tariff or any other substantial dcHmlt, or of repeated 
det~mlls terminate Operator's right of attachment. No liability shal! be incurred by Company because of any or all such 
actions except for negligent destruction by the Company of CATV equipment in any relocation or removal of such 
equipment. The remedies provided herein arc cumulative and in addition to any other remedies available to Company. 
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KENTUCKY POWER COMPANY 

PRIOR AGREEMENTS. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 16-5 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 16-5 

TARIF~- C. A. T.V. (Con!' d) 
(Cable Television Pole Attachment) 

This Tariff terminates and supersedes any previous agreement, license or joint use affecting Company's poles and Operator's 
attachments covered herein. 

ASSIGNMENT. 

This Tariff shall be binding upon and inure to the benefits of the prutics hereto, their respective successors and/or assigns, but 
Operator shall not assign, transfer or sublet any of the rights hereby granted without the prior written consent of the 
Company, which shall not be unreasonably withheld, and any such purported assignment, transfer or subletting without such 
consent shall be void. 

PERFORMANCE WAIVER. 

Neither party shall be considered in default in the performance of its obligations herein, or any of them. to the extent that 
performance is delayed or prevented due to causes beyond the control of said party, including but not limited to, Acts of God 
or the public enemy, war, revolution, civil commotion, blockade or embargo, acts of government, any law, order, 
proclamation, regulation, ordinance, demand, or requirement of any government, fires, explosions, cyclones, floods, 
unavoidable casualties, quarantine, restrictions, strikes, labor disputes, lock-outs, and other causes beyond the reasonable 
control of either of the parties. 

PRESERVATION OF REMEDIES. 

No delay or omission in the exercise of any power or remedy herein provided or otherwise available to the Company shall 
impair or affect its right thereafter to exercise the same. 

HEADINGS. 

WeaEliBgs 1:1seEI iB this Tariff are iRsertedenly fer tHe eenyenienee efthe paFties aRd shall Ret affuet the iBterpretatieB er 
eeBstfl:letiea efthis Tariff. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. I H 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 17-1 

TARIFF COGEN/SPP I 
(Cogeneration and/or Small Power Production--100 KW or Less) 

AVAILABILITY OF SERVICE. 

This tariff is available to customers with cogeneration and/or small power production (COGEN/SPP) facilities which qualify 
under Section 210 of the Public Utility Regulatory Policies Act of 1978, and which have a total design capacity of 100 KW or 
less. Such facilities shall be designed to operate properly in parallel with the Company's system without adversely affecting 
the operation of equipment and services of the Company and its customers, and without presenting safety hazards to the 
Company and customer personnel. 

The customer has the following options under this tariff, which will affect the determination of energy and capacity and the 
monthly metering charges: 

Option 1- The customer does not sell any energy or capacity to the Company, and purchases from the Company its net 
load requirements, as determined by appropriate meters located at one delivery point. 

Option 2- The customer seiis to the Company the energy and average on-peak capacity produced by the customer's 
qualifYing COGEN/SPP facilities in excess of the customer's total load, and purchases fi·om the Company its 
net load requirements, as determined by appropriate meters located at one delivery point. 

Option 3- The customer sells to the Company the total energy and average on-peak capacity produced by the customer's 
qualifYing COGEN/SPP facilities, while simultaneously purchasing from the Company its total load 
requirements, as detennined by appropriate meters located at one delivery point. 

MONTHLY CHARGES FOR DELIVERY FROM THE COMPANY TO THE CUSTOMER. 

Such charges for energy, and demand where applicable, to serve the cu~iomer's net or total load shall be determined according 
to the tariff appropriate for the customer, except that Option l and Option 2 customers with cogeneration and/or small power 
production facilities having a total design capacity of more than 10 KW shall be served under demand-metered tariffs, and 
except that the monthly billing demand under such tariffS shall be the highest determined for the current and previous two 
billing periods. The above three-month billing demand provision shall not apply under Option 3. 

ADDITIONAL CHARGES. 

There shall be additional charges to cover the cost of special metering, safety equipment and other local facilities installed by 
the Company due to COGEN/SPP facilities. as follows: 

Monthly Metering Charge 

The additional monthly charge for special metering facilities shall be as follows: 

Option 1 - NotApplicable. N 
Where the eustemer Elees net sell eleetrieity te the Cempany, a Eletsnt shall Be HseEl en the D 
energy meter te J3revffit rev6fse retatien. The east sf sueR meter afteratien shall Be paiEl By the j 
eustemer as part efthe Leea-1 Jo'aeilities Charge. D 

(Cont'd on Sheet No. 17-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 17-2 

CANCELLING P.S.C. KY.NO.lO SHEET NO. 17-2 

TARIFF COGEN/SPP I (Cont'd.) 
(Cogeneration and/or Small Power Production--100 KW or Less) 

ADDITIONAL CHARGES. (Cont'd.) 

Monthly Metering Charge (Cont'd.) 

Options 2 & 3 - Where meters are used to measure the excess or total energy and average on-peak capacity purchased 
by the Company: 

Standard Measurement 
T.O.D. Measurement 

Single Phase 

~$8.50 
$-++.> $ 9. 05 

Polyphase 

~ $11.10 
$&14 $11.40 

Under Option 3, when metering voltage for COGEN/SPP facilities is the same as the Company's delivery voltage, the customer shall, 
at his option, either route the COGEN/SPP totalized output leads through the metering point, or make available at the metering point 
for the use of the Company and, as specified by the Company, metering current leads which will enable the Company to measure 
adequately the total electrical energy and average capacity produced by the qualifying COGEN/SPP facilities, as well as to measure 
the electrical energy consumption and capacity requirements of the customer's total load. When metering voltage for COGEN/SPP 
facilities is different from the Company's delivery voltage, metering requirements and charges shall be determined specifically for 
each use. 

Local Facilities Charge 

Additional charges to cover "interconnection costs" incurred by the Company shall be determined by the Company for 
each case and collected from the customer. For Options 2 and 3, the cost of metering facilities shail be covered by the Monthly 
Metering Charge and shall not be included in the Local Facilities Charge. The customer shaJI make a one-time payment for the Local 
Facilities Charge at the time of installation of the required additional facilities, or, at his option, up to 12 consecutive equal monthly 
payments reflecting an annual interest charge as determined by the Company, but not to exceed the cost of the Company's most 
recent issue of long-term debt. If the customer elects the installment payment option, the Company may require a reasonable security 
deposit. 

MONTHLY CREDITS OR PAYMENTS FOR ENERGY AND CAPACITY DELIVERIES. 

Energy Credit 

The following credits or payments from the Company to the customer shall apply for the electrical energy delivered to the Company: 

Standard Meter- All KWH.............................................................................. b9Q¢ 3. 79¢ KWH 
T.O.D. Meter 

Capacity Credit 

On-Peak KWH 
Off-Peak KWH 

;hQ6¢ 4.64¢ KWH 
~3.18¢ KWH 

If the customer contracts to deliver or produce a specified excess or total average capacity during the monthly billing period 
(monthly contract capacity), or a specified excess or total average capacity during the on-peak monthly billing period (on-peak 
contract capacity), then the following capacity credits or payment from the Company to the customer shall apply: 

(Cont'd on Sheet No. 17-3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. lll ORIGINAL SHEET NO. 17-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 17-3 

TARIFF COGEN/SPP I (Coot' d.) 
(Cogeneration and/or Small Power Production--tOO KW or Less) 

MONTHLY CREDITS OR PAYMENTS FOR ENERGY AND CAPACITY DELIVERIES. (Cont'd.) 

A. 

B. 

Capacity Credit (Cont'd.) 

If standard energy meters are used, 

$ ,&..84- 3. 70 KW/month, times the lowest of: 

(I) monthly contract capacity, or 

(2) curre11t month metered average capacity, i.e., KWH delivered to the Company or produced by COGEN/SPP 
facilities divided by 730, or 

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

II'T.O.D. energy meters are used, 

$~ 8.87 KW/month, times the lowest of: 

(I) on-peak contract capacity, or 

(2) current month on-peak metered average capacity, i.e., on-peak KWH delivered to the 
Company or produced by COGEN/SPP facilities divided by J'J+,305 or 

(3) lowest on-peak average capacity metered during the previous two months, if less than on-peak 
contract capacity. 

The above energy and capacity credit rates are subject to revisions from time to time as approved by the Commission. 

ON-PEAK AND OFF-PEAK PERIODS. 

The on-peak period shall be defined as starting at 7:00A.M. and ending at 9:00P.M., local time, Monday through Priday. 

The off-peak period shall be defined as starting at 9:00P.M. and ending at 7:00A.M. local time, Monday through Friday, and 
all hours of Saturday m1d Sunday. 

CHARGES FOR CANCELLATION OR NON PERFORMANCE CONTRACT. 

Ifthe customer should, for a period in excess of six months, discontinue or substantially reduce for any reason the operation 
of cogeneration and/or small power production facilities which were the basis for the monthly contract capacity or the on
peak contract capacity, the customer shall be liable to the Company for an amount equal to the total difference between the 
actual payments for capacity paid to the customer and the payments for capacity that would have been paid to the customer 
pursuant to this Tariff COGEN/SPP I or any strccessor tariff The Company shall be entitled to interest on such amount at 
the rate of the Company's most recent issue oflong-tcnn debt at the elli::ctive date of the contract. 

TERM OF CONTRACT. 

Contracts under this tariff shall be made for a period not less than one year. 

DATE OF ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On And After January 22,2015 

ISSUED BY: .101-!N A. ROGNESS nF" 
TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

I 

I 

T 



 
Exhibit JAR-9 

Page 97 of 191
KENTUCKY POWER COMPANY P.S.C. KY. N0.10 ORIGINAL SHEET NO. 18-1 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 18-1 

TARIFF COGEN/SPP II 
(Cogeneration and/or Small Power Production--Over 100 KW) 

AVAILABILITY OF SERVICE. 

This tariff is available to customers with cogeneration and/or small power production (COGEN/SPP) facilities which qualify under 
Section 210 of the Public Utility Regulatory Policies Act of 1978, and which have a total design capacity of over 100 KW but less than 
20,000 KW. Such facilities shall be designed to operate properly in paraJJeJ with the Company's system without adversely affecting the 
operation of equipment and services of the Company and its customers, and without presenting safety hazards to the Company and 
customer personnel. 

The customer has the following options under this tariff, which will affect the determination of energy and capacity and the monthly 
metering charges: 

Option 1-

Option 2-

Option 3-

The customer does not sell any energy or capacity to the Company, and purchases from the 
Company its net load requirements, as determined by appropriate meters located at one delivery 
point. 

The customer sells to the Company the energy and average on-peak capacity produced by the 
customer's qualifying COGEN/SPP facilities in excess of the customer's total load, and purchases 
from the Company its net load requirements, as determined by appropriate meters located at one 
delivery point. 

The customer selis to the Company the total energy and average on-peak capacity produced by the 
customer's qualifying COGEN/SPP facilities, while simultaneously purchasing from the Company 
its total load requirements, as detmmincd by appropriate meters located at one delivery point. 

MONTHLY CHARGES FOR DELIVERY FROM THE COMPANY TO THE CUSTOMER. 

Such charges fOr energy, and demand where applicable, to serve the customer's net or total load shall be determined according to the 
tariff appropriate for the customer, except that Option 1 and Option 2 customers shall be served under demand-metered tariffs, and 
except that the monthly billing demand under such tariffs shall be the highest determined for the current and previous two billing 
periods. The above three-month billing demand provision shall not apply under Option 3. 

ADDITIONAL CHARGES. 

There shaii be additional charges to cover the cost of special metering, safety equipment and other local facilities installed by the 
Company due to COGEN/SPP facilities, as follows: 

Monthly Metering Charge 

The additional monthly charge for special metering facilities shall be as foiiows: 

Option I - Not Applicable. 
'Nhere tHe eHstemer-Gees Ret sell eleetFieity te tho Cempaay, a EleteHt shall Se HseEl en "!he energy 
meter te pre·, ent reverse retatieH. THe eest ef sueR meter alteratien shall Be fJaiEl By the eHstemer as 
flart efthe Leeal Faeilities Charge. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO.!O ORIGINAL SHEET NO. 18-2 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 18-2 

TARIFF COGEN/SPP II (Cont'd.) 
(Cogeneration and/or Small Power Production--Over 100 KW) 

ADDITIONAL CHARGES. (Con!' d.) 

Monthly Metering Charge (Cant' d) 

Options 2 & 3- Where meters are used to measure the excess or total energy and average on 
peak capacity purchased by the Company: 

Single Phase Polyphase 

Standard Measurement 
T.O.D. Measurement 

$~8.50 
$~ 9.05 

$~11.10 
$SoW 11.40 

Under Option 3, when metering voltage for COGEN/SPP facilities is the same as the Company's delivery voltage, the 
customer shall, at his option, either route the COGEN/SPP totalized output leads through the metering point, or make 
available at the metering point for the use of the Company and, as specified by the Company, metering current leads which 
will enable the Company to measure adequately the total electrical energy and average capacity produced by the qualifying 
COGEN/SPP facilities, as well as to measure the electrical energy consumption and capacity requirements of the customer's 
total load. When metering voltage for COGEN/SPP facilities is different :fi·om the Company's delivery voltage, metering 
requirements and charges shall be determined specifically for each case. 

Local Facilities Charge 

Additional charges to cover "interconnection costs" incmTed by the Company shall be determined by the Cornpm1y for each 
case and collected ftorn the customer. For Options 2 and 3, the cost of metering facilities shall be covered by the Monthly 
Metering Charge and shall not be included in the Local Facilities Charge. The customer shall make a one-time payment for 
the Local Facilities Charge at the time of installation of the required additional facilities, or, at his option, up to 12 
consecutive equal monthly payments reflecting an annual interest charge as determined by the Company, but not to exceed 
the cost of the Company's most recent issue of long-term debt. If the customer elects the installment payment option, the 
Company may require a reasonable security deposit. 

MONTHLY CREDITS OR PAYMENTS FOR ENERGY AND CAPACITY DELIVERIES. 

Energy Credit 

The following credits or payments from the Company to the customer shall apply for the electrical energy 
delivered to the Company: 

Standard Meter- All KWH ............................................................................. . 

T.O.D. Meter 
On-Peak KWH .................................................................................. . 
Off-Peak KWH .................................................................................. . 

(Cont'd on Sheet No. 18-3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 18-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 18-3 

TARIFF COGEN/SPP II (Con!' d.) 
(Cogeneration and/or Small Power Production--Over 100 KW) 

MONTHLY CREDITS OR PAYMENTS FOR ENERGY AND CAPACITY DELIVERIES. (Con!' d.) 

Capacity Credit 

If the customer contracts to deliver or produce a specified excess or total average capacity during the monthly billing period (monthly contract 
capacity), or a specified excess or total average capacity during the on-peak monthly billing period (on-peak contract capacity), then the 
following capacity credits or payment from the Company to the customer shall apply: 

A. 

If standard energy meters are used, 

$;>,84 3. 70/KW/ month, times the lowest of: 

(1) monthly contract capacity, or 

(2) cunent month metered average capacity, i.e., KWH delivered to the Company or produced by COGEN/SPP facilities divided 
by 730,or 

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

IfT.O.D. energy meters are used, 

B. $~ 8.87/KW/month, times the lowest of: 

(1) on-peak contract capacity, or 

(2) cunent month on-peak metered average capacity, i.e., on-peak KWH delivered to the 
Company or produced by COGEN/SPP facilities divided by '7W 305, or 

(3) lowest on-peak average capacity metered during the previous two months, if less than on-peak contract 
capacity. 

The above energy and capacity credit rates are subject to revisions from time to time as approved by the Commission. 

ON-PEAK AND OFF-PEAK PERIODS. 

The on-peak period shall be defined as starting at 7:00A.M. and ending at 9:00P.M., local time, Monday through Friday. 

The off-peak period shall be defined as starting at 9:00P.M. and ending at 7:00A.M., local time, Monday through Friday, and all hours of Saturday 
and Sunday. 

CHARGES FOR CANCELLATION OR NON PERFORMANCE CONTRACT. 

If the customer should, for a period in excess of six months, discontinue or substantially reduce for any reason the operation of cogeneration and/or 
small power production facilities which were the basis for the monthly contract capacity or the on-peak contract capacity, the customer shall be 
liable to the Company for an amount equal to the total difference between the actual payments for capacity paid to the customer and the payments 
for capacity that would have been paid to the customer pursuant to this Tariff COGEN/SPP II or any successor tariff. The Company shall be 
entitled to interest on such amount at the rate of the Company's most recent issue of long-term debt at the effective date of the contract. 

TERM OF CONTRACT. 

Contracts under this tariff shall be made for a neriod not less than one vear. 
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KENTUCKY POWER COMPANY 

APPLICABLE. 

P.S.C. KY. NO.IO ORIGINAL SIIEETN0.19-1 
CANCELING P.S.C. KY. NO. 10 SHEETNO.I9-I 

TARIFFS. S. C. 
(System Sales Clause) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D.2, S.G.S., lll<jJerimeatal S.G.S.-T.O.D., M.G.S., T 
M.G.S.-T.O.D., L.G.S., L.G.S.-T.O.D., Q.J-1., C.I.J-1. T.O.D.,I.G.S., C.S.-I.R.P., M.W., O.L. and S.L. T 

lR aeeenlanee witfl the Sti13Hlatiea anG Sctt:lemefl-1: AgreefH:eHt BflflFW/eEl as meElifieEl by tHe CemmissieH by its OrEler ElateEl 
Oe-tsber 7, 2Q13 in Case -:t-re. 2Ql2 QQ578, the System Sales AEljustmeRt faster will be fmeti anEl maintaineEi at Q.QQQQ 

millstkWR until new base ra~es are first eslaBlisheEi by Cemmissiea after ilie effcetive Elate sf #lis tEH'iFfvritheHt reganl te the 
ealGHlatiea sf the ~4eathly System Sales 1\SjastffieHt Faster HHEler fJaragraJ3hs 1 threHgh 6 Belew. 

l. When the monthly net revenues fimn system sales are above or below the monthly base net revenues from system 
sales, as provided in paragraph 2 below, an additional credit or charge equal to the product of the KWHs and a 
system sales adjustment factor (A) shall be made, where "A", calculated to the nearest 0.0001 mill per kilowatt
hour, is defined as set forth below. 

System Sales Adjustment Factor (A)~ (.6 [Tm- Tb ])/Sm 

In the above formulas "T'' is Kentucky Power Company's (KPCo) monthly net revenues from system sales in the 
cunent (m) and base (b) periods, and "S" is the KWH sales in the cuncnt (m) period, all defined below. 

D 

I 
D 

2. 17w net revenue from KPCo 's sales to non-associated companies as reported in the FERC Energy Regulatory N 
Commission's Uniform System of Accounts under Account 447, Sales for Resale, shall consist of and be derived as 
follows: 

a. KPCo 's total revenues fi"om system sales as recorded in Account 447, 
less b. and c. below. 

b. KPCo 's total out-of-pocket costs incurred in supplying the power and energy for the sales in a. above. 

The out-ofpocket costs include all operating, maintenance, ta:x, transmission losses and other expenses 
that would not have been incurred if the power and energy had not been supplied for such sales, 
including demand and energy charges for power and energy supplied by Third Parties. 

c. KPCo 's environmental costs allocated to non-associated utilities in the Company's Environmental 
Surcharge Report. , 
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CANCELLING P.S.C. KY. NO. 10 SHEET NO. 19-2 

TARIFFS. S.C. (Coot' d.) 
(System Sales Clause) 

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

Billing System Sales 
Month (Total ComQany Basis} 

January $ 528.886 1,560,360 
fcbrumy ~ 1,335,811 
March 1,539,~89 1,296,845 
April 1,371,521 1,152,503 
May 1,397,~72 1.170,480 
June ~ 1,106,499 
July ~ 1,322,384 
August 2,136,652 1,031,319 
September 1,859,577 1,038,816 
October 1,739,665 1,088,125 
November 1,538,455 J,l23,099 
December I 568 121 1 073 722 

UWGJOJ $14299 964 

4. Sales (S) shall be equated to the sum of (a) generation (including energy produced by generating plant during the 
construction period), (b) purchase, and (c) interchange-in, less (d) energy associated with pumped storage operations, 
less (e) inter-system sales and Jess (f) total system losses. 

5. The system sales adjustment factor shall be based upon estimated monthly revenues and costs for system sales, 
subject to subsequent adjustment upon final determination of actual revenues and costs. 

6. The monthly System Sales Clause shall be filed with the Commission ten (10) days before it is scheduled to go into 
effect, along with all the necessary supporting data to justifY the amount of the adjustments, which shaH include data, 
and infmmation as may be required by the Commission. 

7. Copies of all documents required to be tiled with the Commission under this regulation shall be open and made 
available for public inspection at the office of the Public Service Commission pursuant to the provisions of KRS 
61.870 to 61.884. 
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KENTUCKY POWER COMPANY 

AY AlLABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 20- 1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 20- 1 

TARIFFF.T. 
(Franchise Tariff) 

Where a city or town within Kentucky Power's service territory requires the Company to pay a percentage or revenues from 
certain customer classifications collected within such city or town of the right to erect the Company's poles, conductors, or 
other apparatus along, over, under, or across such city's or town's streets, alleys, or public grounds, the Company shall 
increase the rates and charges to such customer classifications within such city or town by a like percentage. The aforesaid 
charge shall be separately stated and identified on each affected customer's bill. 
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KENTUCKY POWER COMPANY 

A V AlLABlLITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 21-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 21-1 

TARIFF T.S. 
(Temporary Service) 

Where capacity is available, Company will install service for tempormy lighting and power service. Residential customers N 
will be supplied with I 00 amp service. All other customer classes will be supplied at voltage levels applicable to the class of 
business. 

RATE. (Tariff Code 019) T 

Temporary service will be supplied under any published tariff applicable to the class of business of the Customer, when the 
Company has available unsold capacity of lines, transforming and generating equipment, with an additional charge of the 
total cost of connection and disconnection. 

MINIMUM CHARGE. 

The same minimum charge as provided for in any applicable tariff shall be applicable to such temporary service and for not 
Jess than one full monthly minimum. 

Variable. Initial period of 180 days. The Company may extend for an additiona/90 day period. 

SPECIAL TERMS AND CONDITIONS. 

A deposit equal to the full estimated amount of the bill and/or construction costs under this tariff may be required. 

This tariff is not available to customers pennanently located, whose energy requirements are of a seasonal nature. 

See Terms and Conditions of Service. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 22-l 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 22-1 

TARIFF D.S.M.C. 
(Demand-Side Management Adjustment Clause) 

APPLICABLE. 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D. 2, S.G.S., Experimental S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., 
L.G.S., L.G.S.-T.O.D., Q.l'., C.l.l'. T.O.D.,J.G.S., C.S.-LR.P., and M.W. 

1. The Demand-Side Management (DSM) clause shall provide for periodic adjustment per KWH of sales equal to the 
DSM costs per KWH by customer sector according to the following fonnula: 

Adjustment Factor = 

DSM (c) 
S(c) 

Where DSM is the cost by customer sector of demand-side management programs, net lost revenues, incentives, 
and any over/under recovery balances; (c) is customer sector; and Sis the adjusted KWH sales by customer 
sector. 

2. Demand-Side Management (DSM) costs shall be the most recent forecasted cost plus any over/under recovery 
balances recorded at the end of the previous period. 

a. Program costs are any costs the Company incurred associated with demand-side management which were approved by 
the Kentucky Power Company DSM Collaborative. Examples of costs to be included are contract services, allowances, 
promotion, expenses, evaluation, lease expense, etc. by customer sector. 

b. Net lost revenues are the calculated net lost revenues by customer sector resulting from the implementation of the DSM 
programs. 

c. Incentives arc a shared-savings incentive plan consisting of one of the following clements: The efficiency incentive. which 
is defmed as 15 percent of the estimated net savings associated with the programs. Estimated net savings are calculated 
based on the California Standard Practice Manual's definition of the Total Resources Cost {TRC) test, or the maximizing 
incentive which is defined as 5 percent of actual program expenditures if program savings cannot be measured. 

d. Over/ Under recovery balances are the total of the differences between the following: 

(i) the actual program costs incurred versus the program costs recovered through DSM adjustment clause, and 

(ii) the calculated net lost revenues realized versus the net lost revenues recovered through the DSM adjustment 
clause, and 

(iii) the calculated incentive to be recovered versus the incentive recovered through the DSM adjustment clause. 

3. Sales (S) shall be the total ultimate KWH sales by customer sector less non-metered, opt-out and lost revenue 
impact KWHs by customer sector. 

4. The provisions of the Demand-Side Management Adjustment Clause will be effective for the period ending December 31, 20 II. 
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CANCELLING P.S.C. KY. NO. 10 SHEET NO. 22-2 

TARIFF D.S.M.C. 
(DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE) (Cont'd.) 

RATE. (Cont'd.) 

5. The DSM adjustment shall be filed with the Commission ten (10) days before it is scheduled to go into effect, 
along with all the necessary supporting data to justify the amount of the adjustments, which shall include data, and 
information as may be required by the Commission. 

6. Copies of all documents required to be filed with the Commission under this regulation shall be open and made 
available for public inspection at the office of the Public Service Commission pursuant to the provisions ofKRS 
61.870 to 61.884. 

7. The resulting range for each customer sector per KWH during the three-year Experimental Demand-Side 
Management Plan is as follows: 

Floor Factor 
Ceiling Factor 

RESIDENTIAL 
($Per KWH) 

0.000614 
0.002279 

CUSTOMER SECTOR 

COMMERCIAL 
($Per KWH) 

0.000326 
0.001645 

INDUSTRIAL* 

- 0-
- 0-

8. The DSM Adjustment Clause factor($ Per KWH) for each customer sector which fall within the range defined in 
Item 7 above is as follows: 

DSM(c) 
S (c) 

RESIDENTIAL 

1,681,109 
1,161,789,200 

Adjustment Factor $ 0.001447 

CUSTOMER SECTOR 

COMMERCIAL 

651,981 
661,238,700 

$ 0.000986 

1NDUSTRJAL * 

-0-
-0-

-0-

* The Industrial Sector has been discontinued pursuant to the Commission's Order dated September 28, 1999. 

PROGRAM DESCRIPTIONS. 

The D.S.M.C. program availability, program, rate, and equipment descriptions follow: 
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CANCELLING P.S.C. KY. NO. 10 SHEET NO. 22-3 

TARIFF D.S.M.C. 
(DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE) (Cont'd.) 

PROGRAM: TEE- Targeted Energy Efficiency 

AVAILABILITY OF SERVICE 

Available on a voluntary basis to individual residential customers receiving retail electric service from the Company, who 
have primary electric heat and use an average of 700 kWh per month. Residential customers without primary electric 
heating may also be eligible for limited efficiency measures if they have electric water heating and use an average of 700 
kWh from November through March. To qualify, the household's income cannot exceed the designated poverty 
guidelines as administered by yom community action agency. The household must also quality according to the 
guidelines for the Weatherization Assistance Programs administered by the communication community action agencies. 

PROGRAM DESCRIPTION 

The Kentucky Power Targeted Energy Efficiency Program (TEE) provides weatherization and energy efficiency services 
to qualifYing residential customers who need help reducing their energy bills. The Company provides funding for this 
program through the Kentucky Community Action network of not-for-profit community action agencies. The program 
funding and service is supplemental to the Weatherization Assistance Programs offered by your community action agency. 
This program provides energy saving improvements to your existing home. Program services can include these items, as 
applicable and per program guidelines: 

• Energy audit 
• Air infiltration diagnostic test to find air leaks 
• Air leakage sealing 
• Attic, floor, side-wall insulation 
• Duct sealing and insulation 
• High efficiency compact fluorescent light bulbs (CFLs) 
• Domestic hot water heating insulation (electric) 
1111 Customer education on home energy efficiency 
• Partial funding High efficiency heat pump (restrictions apply) 

No rate applies for this program. 

EQUIPMENT 

The Kentucky Community Action network of not-for-profit community action agencies will fmnish and install, in the 
customer's presence, the equipment as provided by this program. 
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TARIFF D.S.M.C. 
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PROGRAM: MEF- Modified Energy Fitness 

AVAILABILITY OF SERVICE 

Available on a voluntary basis to individual residential customers living in a single-family residence, who receive retail 
all-electric service fi·om the Company and use an average of I ,000 kWh per month over the last twelve months. 
Customers living in site built homes and mobile homes are eligible. 

PROGRAM DESCRIPTION 

The Kentucky Power Modified Energy Fitness Program (MEF) provides weatherization and energy efficiency services to 
qualifying residential customers who need help reducing their energy bills. This program provides energy saving 
improvements to a customer's existing home. Program services may include these items, as applicable and per program 
guidelines: 

• Complete energy audit with customized report 
• Air infiltration diagnostic test to fmd air leaks 
• Energy savings booklet 
• Energy conservation measures installed (per program guidelines) 

No rate applies for this program. 

EQUIPMENT 

The Company, or its authorized agents, will furnish and install, in the customer's presence, the energy conservation 
measures as provided by this program. 
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PROGRAM: EEFS- Energy Education for Students 

AVAILABILITY OF SERVICE 

All schools within Kentucky Power's service territory are eligible to participate. The program targets 7'" grade students. 

PROGRAM DESCRIPTION 

The Kentucky Power Student Energy Education Program (EEFS) targets 7"' grade students at participating schools 
within the Kentucky Power Company service tetritory. The program introduces them to various aspects of responsible 
energy use and conservation. With this program, students use math and science skills to learn how energy is produced 
and used, and methods to conserve energy that can easily be applied in their own homes. 

The Company partners with the National Energy Education Development Project (NEED) to implement this program. 
NEED is an established and respected energy education organization that has been presenting programs for teachers and 
students in Eastern Kentucky for many years. The program, provided at no cost to participating school systems, 
includes: 

• Professional development for teachers where they will receive classroom curriculum and educational 
materials on energy, electricity, economics and the environment 

• Each Student receives compact fluorescent lights (CFLs) to help students apply their classroom leaming at 
home 

• An oppmtunity for participating students and their families to make the ENERGY STAR® Pledge 

No rate applies for this program. 

EQUIPMENT 

The CFLs furnished by the Company are delivered to the schools for delivety to students. The CFLs will not be 
installed by the Company, or its authorized agents. 
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TARIFF D.S.M.C. 
(DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE) (Cont'd.) 

PROGRAM: COCFL- Community Outreach CFL 

AVAILABILITY OF SERVICE 

All residential retail customers ofKentuclcy Power are eligible for the program. 

PROGRAM DESCRIPTION 

Tlu·ough the CFL Outreach Program, Kentuclcy Power distributes compact fluorescent lights (CFLs) to customers at 
company-sponsored community events. The program aims to educate and encourage customers to save money by using 
energy efficient lighting. The company sponsors community distribution events tlu·oughout the year where a package of 
CFLs is distributed to each qualifYing residential customer. Customer energy education is also provided at these events. 

No rate applies for this program. 

EQUIPMENT 

The CFLs furnished by the Company are delivered to the community events and provided to customers having an active 
electric account. The CFLs will not be installed by the Company, or its authorized agents. 
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PROGRAM: REP - Residential Efficient Prod nets 

AVAILABILITY OF SERVICE 

All Kentucky Power residential customers are eligible to participate. 

PROGRAM DESCRIPTION 

The Kentucky Power Residential Efficient Products Program (REP) offers residential customers instant 
rebates on ENERGY STAR lighting products at participating retail stores across our service ten-itory. The 
program targets the purchase of lighting products through in-store promotion as well as special sales events. 
Customer incentives facilitate the increased purchase of high efficiency products while in-store signage, sales 
associate training and suppmt makes provider participation easier. 

A convenient online store where customers can shop for energy efficient lighting and get immediate 
discounts is also available, including specialty and hard-to-find CFLs. LED holiday lights, LED nightlights, 
and ENERGY STAR® ceiling fans. 

RATE 

Vendor controlled and adjusted in-store rebates can range from $1.00 per single pack up to $3.00 per multi 
pack, for up to a12-bulb liniit per purchase are available while funds last. 

EQUIPMENT 

No equipment required to participate in this program will be furnished or installed by the Company, or its 
authorized agents. It is the customer's responsibility to pmchase and install the required equipment. 
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PROGRAM: HEHP- High Efficiency Heat Pump 

AVAILABILITY OF SERVICE 

Available on a voluntary basis to individual residential customers who live in site built homes with a central electric 
resistance heating system or an existing less efficient heat pump system and have received retail electric service fi:om the 
Company for the past twelve months at that residence. 

PROGRAM DESCRIPTION 

The Kentucky Power High Efficiency Heat Pump (HEHP) offers an incentive to residential customers who upgrade their 
central electric resistance heating system or existing less efficient heat pump system to a new, high efficiency heat pump unit. 
To qualify, the new heat pump unit must have a minimum rating of 13 SEER (Seasonal Energy Efficiency Ratio) and 7.7 
HSPF (Heating Seasonal Performance Factor) for resistance heat upgrade, or 14 SEER and 8.2 HSPF for upgrading from a 
less efficient existing heat pump to a high efficiency heat pump unit. 

A $400 incentive is offered to residential customers that qualify. 

EQUIPMENT 

No equipment required to participate in this program will be furnished or installed by the Company, or its authorized agents. 
It is the customer's responsibility to pmchase and install the required equipment by an approved HV AC dealer participating 
in the program. 
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PROGRAM: MllliP- Mobile Home High Efficiency Heat Pump 

AVAILABILITY OF SERVICE 

Available on a voluntary basis to individual residential customers who live in a mobile home with a central electric resistance heating 
system and have received retail electric service from the Company for the past twelve months at that residence. 

PROGRAM DESCRIPTION 

The Kentucky Power Mobile Home High Efficiency Heat Pump (MHHP) offers an incentive to residential customers who live in a 
mobile home and upgrade their central electric resistance heating system with a new, high efficiency heat pump unit. To quality, the 
new heat pump unit must have a minimum rating of 13 SEER (Seasonal Energy Efficiency Ratio) and 7.7 HSPF (Heating Seasonal 
Performance Factor). 

A $400 incentive is offered to residential customers that quality. 

EQUIPMENT 

No equipment required to participate in this program will be furnished or installed by the Company, or its authorized agents. It is the 
customer's responsibility to purchase and install the required equipment by an approved HVAC dealer participating in the program. 
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PROGRAM: MHNC Mobile Home New Construction 

AV AILABlLITY OF SERVICE 

Available on a voluntary basis to individual residential customers who purchase a new mobile home built with Zone 3 insulation and a 
high efficiency heat pump. 

PROGRAM DESCRIPTION 

The Kentucky Power Mobile Home New Construction (MHNC) oil'ers an incentive to residential customers who purchase a new mobile 
horne having an insulation upgrade and a high efficiency heat pump unit. To qualify, the new heat pump unit must have a minimum rating 
of 13 SEER (Seasonal Energy Efficiency Ratio) and 7.7 HSPF (Heating Seasonal Performance Factor). 

A $500 incentive is offered to residential customers that qualify. 

EQUIPMENT 

No equipment required to participate in this program will be furnished or installed by the Company, or its authorized agents. It is the 
customer's responsibility to purchase the new mobile home from a manufactured housing dealer participating in the program and who can 
administer an upgrade tOr required equipment. 
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PROGRAM: Residential & Commercial HVAC Diagnostic and Tune-up 

AVAILABILITY OF SERVICE 

Available to Kentucky Power residential customers and small commercial customers using less than 100 leW peak demand having 
unitary central heat pump systems. The Kentucky Power Small Commercial HV AC Program encourages small commercial 
customers to keep their heating, ventilation and air conditioning (HV AC) equipment operating at peak efficiency, by way of a 
simple tune-up .. The program is not applicable for customers seeking repair of non-operational units. 

PROGRAM DESCRIPTION- HV AC Diagnostic and Tune-up Program 

The residential and commercial customer will be offered an incentive when receiving this Diagnostic and Tune-up service from a 
participating, state licensed contractor. It will help extend the life of the system, reduce energy costs and improve the interior 
comfort of your business. The diagnostic and tune-up service includes testing for inefficiencies in air conditioning and heat pump 
systems due to air-restricted indoor or outdoor coils and over or under refrigerant charge. 

A $50 incentive is offered to residential customers and commercial customers that qualify. 

EQUIPMENT 

No equipment required to participate in this program will be furnished or installed by the Company, or its authorized agents. It is 
the customer's responsibility to contact a participating state licensed program dealer who can administer the diagnostic service. 
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TARIFF D.S.M.C. 
(DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE) (Cont'd.) 

PROGRAM: Small Commercial HV AC Programs 

AVAILABILITY OF SERVICE 

Available to Kentucky Power commercial customers using less than 100 kW peak demand whose primary heat source is electricity. 
The Kentucky Power Small Commercial IN AC Program encourages small commercial customers to keep their heating, ventilation, 
and air conditioning (HV AC) equipment operating at peak efficiency by an equipment upgrade. 

PROGRAM DESCRIPTION- High Efficiency Heat Pump/Air Conditioner Program 

The commercial customer will receive financial incentives for upgrading to a new qualifying central air conditioning or heat pump 
system (up to a five-ton unit with a Consortium for Energy Efficiency (CEE) Tier I rating). The incentive helps offset the cost of the 
investment, and the improved efficiency can give long-term savings. 

The following incentives are offered for qualifying purchases: 

Air Conditioner- 36,000 Btu/h or lower 
Air Conditioner- 36,000- 65,000 Btu/h 
Heat Pump- 36,000 Btu/h or lower 
Heat Pump- 36,000-65,000 Btu!h 

EQUIPMENT 

Incentive= $250 
Incentive ~ $400 
Incentive~ $300 
Incentive= $450 

No equipment required to participate in this program will be fumished or installed by the Company, or its authorized agents. It is the 
customer's responsibility to purchase the high efficiency heat pump or air conditioner from a participating program dealer who can 
administer an upgrade for required equipment. 
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TARIFF D.S.M.C. 
(DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE) (Coot' d.) 

PROGRAM: CIP Commercial Incentive Program 

AVAILABILITY OF SERVICE 

All commercial (non-industrial) customers in Kentucky Power's service territory are eligible to participate. 

PROGRAM DESCRIPTION 

The Kentucky Power Commercial Incentive Program (CIP) offers a convenient way to receive funding for common 
energy efficiency projects. The Commercial Incentive Program provides financial incentives to business customers who 
implement qualified energy-efficient improvements and technologies. 

Incentives are available for a variety of energy-saving technologies in existing buildings and new construction projects. 
Choose from a menu of prescriptive measures with standardized incentives. The program menu includes, but is not 
limited to, incentives for: 

• Lighting 
• Heating, ventilation, and air conditioning (HV A C) 
• Food Service and Refi·igeration 

A complete list of the eligible equipment and incentive amounts can be found in the Program Application located at 
KentuckyPower.com/save/programs. 

The maximum payout is 50% of incremental equipment costs, up to $20,000 annually per customer account is offered to 
qualifYing commercial customers that quality. 

The Company, or its authorized agents, will administer the evaluation of customer installed energy measures. The 
Company, or its authorized agents, may provide support for the installation services through approved program 
contractors. 

AGREEMENT 

A customer program application agreement is required to participate in this program. 
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TARIFF B.E.R. 
(Biomass Energy Rider) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., ExperimentalR.S.-T.O.D.2, S.G.S., Bl'flerimootal S.G.S.-T.O.D., M.G.S., T 
M.G.S.-T.O.D., L.G.S.,L.G.S.O.D., O.P., C.l.P. T.O.D. I.G.S., C.S.-I.R.P., M.W., O.L. and S.L. 

1. When energy is generated and sold to the Company from the ecopower biomass facility, an additional charge 
equal to the product of the kWh of sales and a biomass adjustment factor (A) shall be made, where, "A", 
calculated to the nearest 0.0001 mil per kilowatt~hour, is defined as set forth below. 

Biomass Adjustment Factor (A)~(R*Pm)/Sm 

In the above fonnulas "R'' is the rate for the cunent calendar year approved by this commission in the REPA 
between ecopower and Kentucky Power Company, "P" is the about of Kwh purchased by Kentucky Power in the 
cunent (m) period, and "S" is the kWh sales in the current (m) period, all defmed below. 

2. Rate (R) shall be the dollar per MWh as defined in the REPA between ecopower and Kentucky Power Company, 
including any applicable escalation factor as defined in the REPA. 

3. Produced energy (P) shall be the MWh produced and sold to Kentucky Power Company. 

4. Sales (S) shall be all KWh sold, excluding intersystem sales. Utility used energy shall not be excluded in the 
determination of sales (S). 

5. Any over/under recovery will be reflected in the monthly filing for the second billing moth following the month 
the cost is incurred. 

6. The monthly biomass energy rider shall be filed with the Commission ten (10) days before it is scheduled to go 
into effect, along with all the necessary supporting data to justify the amount of the adjustment, which shall 
include data, and information as may be required by the Commission. 

7. Copies of all documents required to be filed with the Commission shall be open and made available for public 
inspection at the office ofthe Public Service Commission pursuant to the provisions ofKRS61.870 to 61.884. 
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APPLICABLE: 

CANCELLING P.S.C. KY. NO. 10 

TARIFF P.J.M.R. 
(PJMRIDER) 

SHEET NO. 24-1 

To Tariffi R.S., R.S.-L.M-T.O.D.. R.S.-T.O.D .• Experimental R.S.-T.O.D. 2. S.O.S .• S.O.S.-T.O.D., MO.S., MO.S.-T.O.D .• L.O.S .• 
L.O.S.-T.O.D .• I.G.S., C.S.-IRP., MW, O.L., andS.L. 

RATES: (Tariff Code 390) 

Tariff Class ¢/kWh $/kW 

R.S., R.S.-L.M-TO.D., R.S.-TO.D., and Experimental R.S.-T.O.D. 2 0.0000 --

S.O.S. and S.G.S.-T.O.D. 0.0000 --

M.G.S. 0.0000 0.00 
M.G.S. Recreational Lighting. MG.S.-L.M-T.O.D., and M.G.S.-T.O.D. 0.0000 --

L.G.S. and L.G.S.-T.O.D. 0.0000 0.00 
L.G.S.-L.M.-T.O.D. 0.0000 0.00 
IG.S. and C.S.-IRP 0.0000 0.00 

M.W. 0.0000 --

O.L. 0.0000 --

S.L. 0.0000 --

The kWh adJustment factor as calculated above wtll be app!ted to all btllmg kilowatt-hours for those tariff classes Its ted above. The 
kW adjustment factor as calculated above will be applied to all on-peak and minimum billing demand kW for the MOS. LOS and JGS 
tariff classes. 

The P J.M Rider adjustment factor shall be modified annually to reflect the difference between the approved base level of P J.M charges and credits and 

the P JA1 charges and credits actually experienced. 

The P JAf Rider adjustment factor shall be determined as follows: 

For all tariff classes without demand billing: 
PJMEx (BEctassiBErotaJ + PJMDx (CPclassiCProtaJ 

kWh Adjustment Factor 
BEe/ass 

kW Adjustment Factor 0 

For all tariffclasses with demand billing: 
P JME X (BEclass /BETotaJ 

kWh Adjustment Factor 
BEctass 

P JkfD X (CP Class /CP To/aJ 

kW Adjustment Factor 

BDciass 
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RATES: (Cont'd/ 

Where: 

PJM RIDER (Cont'd) 
(P.J.M.R.) 

1. "PJ111D" is the actual (over)lunder recovery of annual retail PJM demand-related net costs; calculated by comparing 

the amount of P JA1 demand-related net costs in base rates to those retail P JM demand-related net costs actually 

incurred during the review period. 

2. "P JlvJE" is the actual (over)/under recove1y of annual retail P JM energy-related net costs; calculated by comparing the 

amount of P J.Af energy-related net costs in base rates to those retail P JA1 energy-related net costs actually incurred 

during the review period. 

3. "BEe/ass" is the historic annual retail jurisdictional billing kWh for each tariff class for the current year. 

4. "BDclas.~" is the historic annual retail jurisdictional billing kW for each applicable tariff class for the current year. 

5. "CP Class" is the coincident peak demand for each tariff class estimated as follows: 

Tariff Class BEe/ass CP /kWh Ratio CPcfass 

(I) (2) (3) (4)~(2)x(3) 

R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., and Experimental 

R.S.-T.O.D. 2 0.0236060% 

S.O.S. and S.G.S.-T.O.D. 0.0163937% 

M.G.S. 0.0177002% 

MG.S. Recreational Lighting, A1.G.S.-L.A1.-T.O.D., and 

M.G.S.-T.O.D. 0.0177002% 

L.G.S.and L.G.S.-T.O.D. 0.0169381% 

L.G.S.-L.M-T.O.D. 0.0169381% 

I.G.S.and C.S.-I.R.P 0.0130626% 

M.W. 0.0134057% 

O.L. 0.0009431% 

S.L. 0.0009890% 

BE rota/ CProtaf 

6. "BErota/' is the sum of the BEciassfor all tariff classes. 

7. "CProta/' is the sum of the CPc/assfor all tariff classes. 

The adjustment factor as computed above shall be further modified to allow the recovery of Uncollectible Accounts Expense of0.3% 

and the KPSC Maintenance Fee of0.1952% and other similar revenue based taxes or assessments occasioned by the PJA1 Rider 

adjustment revenues. 
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P.J.M. RIDER (Cout't/1 
P.J.M.R. 

The annual P JM Rider shall be filed with the Commission ten (1 0) days before it is scheduled to go into effect, along with all 

necessmy supporting data to justifY the amount of the acfjustments, which shall include data and information as may be 
required by the Commission. 

Copies of all documents required to be filed with the Commission shall be open and made available for public inspection at 

the office of the Public Service Commission pursuant to the provisions ofKRS 61.870 to 61.884. 
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RESERVE FOR FUTURE USE 
RIDER E.C.S. C. & E. 

(Emergeney Curtailable Serviee Ca(Jaeity & Energy Rider) 

AV:t4 ... JLA_..BILITY QF SERVICE. 

This riSer shall Be a-vailaBle threHgli May 31, 2Q12 fer EmergeHey Cl:lrtaila-ble Serviee (I':CS) te KeAtuel'=)' Pewer Cempaay (KPCe er the 
CeFH_f)any) retail eustemers takiag firm serviee frem the Cempany encler Tariffs ,M,GS, M:GS TOD, LGS, LCS TOD, QP,CI:P TOD er M'.V. 
The Cempany reserves the right te limit the ameH:B:t ef BCS eapaeity eeeHaeteEl eaEler this R1tler. THe CemiJRR) will take ECS reEJ:uests ia 
tHe erEler reeeiveE1. If ECS reEJ.uests e;<weeEl the Ceffij3a-Aj·'s Reetls te meet its FRR re~uiremeats, tHe CeFHflRFI:)' v.ill biG the remaining 
GaJ=~aei-ty iHte the PJM RPM a±~:etieR if the PJM.: rules 13ermit it, previEliag these eHstemeFs the eemfJeHsa-tien a-vailaBle ~:~nEler this riBElf. The 
PJM Demaa:El RespeRse Pregram sH-all Ret Be available te eH:stemers eligiBle fur tffis SeR'iee. 

CONIIITIQNS OF SERVICE. 

1. The flFS\ isieRs ef tlHs RiEler EfH-alify HREler the PJM:: EmergeRey DmaHEl Respease PregFafH as ef tHe effcetfve Bate. If the PJM 

Tariff is 5-l.!Bse<JueRtly reviseS, tho CempaRy reserves the right te make eeRlJ3arable ehanges te tHis RiEler iR erEler te eeR-tirnie te 

qualify HHElei· tho PJM Emel'geBey DemanEl RospeRse Pre gram. 

2. The CeFRfJBR')' reserves the rigHt te eall fur (reqHest) GHstemers te eurtail use ef tho eustemer's ECS leaEl wheB, in tfle sels 

juGgmeR-t ef tfle Cempaay, an emergeney eeRElitieR edsts ea tfle Ameriean Eleetrie Pewor (:A ... ~P) System er the PJM: 
lRtereeRRee~iea, LL.C. (PJM) RTO. The CBFRfla£1)' shall Eleteffflffie that an emel'geRey eeRElitiea ffitists if &HrtailmeR-t ef leaS 

serveElHnEler tHis RiSer is aeeessary iR erEler te maintain sen·iee te the CeRlJ3aB:j''s ether firm serviee Gl:lstemers aeeer8ing te the 

AEP System Emergeney Oflerating Planer ifPJM iss1:1es BR Emergoaey Curtailable Serviee }Tetieo. 

J. The CempaR)' will endeaver te preYide as mHGR: advooee netiee as pessib1e ef eHrtai1HH.mts HHfler tHis RiSer insJuE!ing an esriB'late 

of the Eiliffitioa ef sueR eHrtailmeH'ts. Ilewever, tHe eus~omer's l2CS leaEl shall Be eurtaile8 withia 2 fieHrs if se relJHesteEl. 

1. Ia ne eveRt sHall the eH:stemer Be suBjeet to ECS leaEl eH:rtailmeRt HREier the flFevisieas eftfiis RiEier fur mere thBR ag heHrs ElHriag 

any year er fer mere than lQ interFHfltieas per year. Hew~wer, a eH:stemer m1:1st agree te be sHBjoet te ECS: CHrtailmeRts efHp tea 

heH:r Elmatiea fer eaeh eurtailmeRt e:vent, BH weelcEl~ s between 12 Heea te 8 pm fer the meaths May threHgll Sej3tember an8 

between a am te 1Q flHl fer the meRths Oeteber threugH lrflril. 

5. The CSRlJ38Ilj' wiH iRform the Custemer regar8iag the eemmunieatieR preeoss ef Retiees te emtail. THe eustemer is ultimately 

reSflBHsiBle fer reeeiviHg aBEl aetiRg l:lflOH a emtailment netifieatien from the CemfJaRy. 

6. 1'-l=e respeasiflility er liability efany kin8 shall attaeh te er be iReuHeEi By the eempBRy or the AEP system fer, er en aeeeHRt ef, aRy 

less, eest, eKfleHSe, er Elatflage eaHseEl by or resHltiag frem, either Bireetly er inElireetly, BRY eHrtailmeat sf serviee HRBor tho 

prsvisieas sf this riEier. 

7. If RB EmergeHey 6"'/eR-ts are ealleEI Suring the Slimmer ef the BelP:ery year, tHe Compatlj' w-ill eea8uet a test anEl verify tHe 

eustemer's ability te eH:rtail as reEJ.uireEI by ~he PJ.M RID. Tho CemfJ;m-y reserves the rigHt te retest the eHstemer if the CeB3-flaR)' 

Elees net aehieve tfle miaimu_m 89% eem-_t3lianee testiag staH:ElaFEls fer all ef the CeRlJ3any's ECS eH:stsmeFs as Fe<fHireEl by PTh1. 

D 

These tests mu:st bo eenBueteEl for oae helif Buriag tHe en f!eak herns E:em June 1 threHgh September JQ Eluring tflo Belivery yoar. D 
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RESERVE FOR FUTURE USE 
RIDER E.C.S. C. & E. €(;ant' II) 

(Emergency Curtailable Servioe Capaoity & Energy Rider) 

CONlliTlONS OF SERVICE (Csnt.l 

8. The Cemraay reserves the rigltt te EliseeHtinue serviee te the eustemer HREier this Rider if the eustemer fails te emtail uatier 

any eireHfflstaHees as reEJ:uesteB by the Cempaay. 

CURL'.IbEllllEMANll. 

The eustemer's CurtaileEl Demand is EletefHl:iaeEl BaseEllfl3BH wflieh metRed efmeaSBf'emeR-t the eustemer eheeses. The eustemer may 
eheese eae eftv.e methetls te m.ease-re the eurtaileti SemanS: 1) GuarEl:Fl-teeEl LeaEI Dw13 (GLD) er 2) firm Serviee Level (PSL). The 
metheEi ehesea shall remain iR efreGt fer as satire ElelP.zery year, JH:ae 1 threugh May 31 efthe fellev.iag year as ElefiaeEI by PJM. 

Guaranteed Lead I>reo (CLD) Methed 

GUARANTEEll bOAllllROP (Gbll). 

Bash eustemer must Elesigaate a GHaFaJJ.teeEI Lead Drep, whieh ameuat shall Be the miaim1:1m ElemanEl re8.1:1etiea that the Glistem.er-wfl.l 

flFSViEle fer eaefl hee-r El~.:~riag a eurtailmeat e:veR-t er Eluriag a eurtailmeat ~est. 

CUSTOMER Bf.SEUNE bOAD CAbCUbATlON. 

A C1:1stemer BaseliHe LeaEl (CBL) will be ealeula-teEl fer eaeh helff eerreSfJeREliag te eaeh event heHr. }TeFHially, the CBL will Be 
ealeulateEl fer eaeh heur as the average eerrespeHEliag Reurly Elem.aBEls frem the highest 4 set sf the 5 m.est reeeR-t similar nea e\ eat 
Elays in the rerieEI preeeEliag the rele':aat lead reEluGtieR eveat. The highest leaEl Elays are ElefiaeEl as ~he similar ElaJ'S (WeekElay, 
SaRH=Elay, SHnElay/Heliday) wit.Jl ths highest eH€rg)' eensHmptiea SJ3aHRiRg the event perieEl he1:1rs. In eases ·Nhere the HBlmal 
ealeu:Iatiea dees net previEle a reasena-Ble r€]3resen-tatiea ef Hermal leaEl eenElitieas, the SBFI'lflaRY anEl eHstemer n1a:y EleYelefl an 
alternative CBb ealee-latien that mere aeelffately reileets the eustemer's nermal eensHmptiea pa-tteFA. 

CURTAibEll ENERGY. 

The CHrtaileEl Eaergy shall Be ElstermineEl fer eaeh event heur, def-ined as the Eliffurenee Between the eustemer's CBL Fer that hem aBEl 

the eustemer's metereElleaEl fur that flelff. 

CURTA±bMENT CRElliTS. 

The Curtailment Energy Credit shall Be 8Q IJereeRt sf tHe AEP East LeaEl Zeae hee-rl-y Real Time Leeatienal ·Marginal Pries (U..fP) 
esta131isfleEl By PJM (inelu-Eliag eengestien and margiaallesses) fer eaeh eovsnt heur. 

The Curtailment I>emand Credit shalll3e 8Q f!ereent efthe Relial3ility Prieiag ~.4eElel (RPM) aaetiea pries esta-8lisfleEll3y PJM in its 

D 

Base Residual ea13aeity auetiea fer the eurreHt Eleiivery year, SKf1FesseEi in $/MV/ Elay mufti13lieEi By the GLD MWS. D 

(CoB!' a oH Shoot No. 21 3) 
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RIDER E.C.S. C. & E. (Cent' <I) 
(Emergeney Curtailable Serviee Caflaeity & Energy Rider) 

MONTI.IbY IJEMANI> CREIJIT. 

The Manful) Demruu:l Cretli~ shall be 6EJ.Hal te ene twelfth efthe f!F8EIHGt efthe GBaFanteeEl LeaJ Doop and tho CHrta:ilmeHt DefH:aH:Ei 
CreElit times 385. The Mentflly DemanEi CreElit shall Be appliea-81e te eaeh mentA the e~:~stemer is servetl Hader this R1Eler, reganlless ef 
whether er aet there are any eeFtailmeflt evetlffi ffiHiag the a1eHtll. 

MONTHLY EVENT CREIJIT. 

Pm BveHt Credit shall Be ealeula-teEI fer eaeh event heHr SEJ:Hal te the preEiHet ef the Ct:utaileEi EHefgj' fer that hem: anEl the Cmtailmea-t 
Enerm· CreEiit fer that heHr. The Menthly EveRt Credit shaH Be the sam ef the heurly event Gre8its fer all events eeeHrriRg in tHe 

eahmEiar mentA, BHt shaJl aet en:eeed tRe eHstemer's ffl:eHthly eaergy ehaTge uaEler the Bf.lfJlieaBie tariff. THe eustemer shall net reeebe 
eveat ereElit fer any eurtailment 13erieEis te the enten~ that the e~:~stemer's emtailable leaEl is &keaEly reEleeeEl Elue te a planned er 
HHfllamieEi eH:tage as a reselt ef vaeatien, reneva-tien, re1_3air, refurBishment, feree majeure, strike, eeenemie eenBitiens, er any event 
ether than the eustemer's neffl'lal epera-tiag eenElitiens. 

NONCOMPLM.NCE CHARGE. 

If the e~:~stemer fails te fully ee!Bflly .,,,.itH a FGfJ:Hest fer eHrtailn1ent HREier the 1_3revisiens ef this RiEler, tHen tHe }feHeeml_3lianee CHarge 
shall aflply. If a eHstemer Elees Het reElHee IeaEl By tHe full G-I . .D, a neHeemfJiianee eharge shall at=Jflly. Fer this pUFflBSe, Aetual LeaS 
DrefJ (ALD) is ElefineEi as the Elifferenee Between the eustemer's CBL (Custemer Baseline Lear:lj ami their aet:ual hearly leaEI. If the 
ALD is less than the GLD, the eustemer will Be iR HBR eefBfJlianee. 

The ~leneefBfJlianeo DemanEl Charge will Be ealeula-teEI BaseS en tHe Humber ef events misseS beeaHse the eustemer EiiEi net e~.:~rtail anB 
tHe tetal HuffllJer ef e\'ents ealleEJ by .AIW te Elate. A flOOaJty will be Elet-ermineEl as the RBR eem13lianee leaEl times the RPM aHetien flriee 
($&Wl Bay) times MiS, (e.g. e:artailrflent ef enly 8Q M'.\' ef a lQQ MW BC£ leaEI is Hen eemflliaHee anEl eeuHts as a misseEl o:r/oltt, but 
the 6-l:lstemer's aHRUal payment will be reEl~;~eeEl enly fer the 29 MW nen eemplianee leaB times the apfJFBflriate perGentage Hem the 
taBle Belew). The peRalty will tHeA Be mHltifllieB by the fJerGentage ef reEluGtien based upen the HHm8er ef nen eeR1J3lianee events fer 
the eustemer eem13areB te the HHmber ef events ealleEI. Belew is a table efaflfffial flaymeH:t reEluetien 1_3ereeHtages. 

1'.-nnual P11-3·ment Reduetion Pereentages for Non eomplianee 

Number of E~;ents Galled Annually 
l\4:issed Events + ;?, J 4 3' er 111ere 

+ -1.00% §1).% :!J% ~ ~ 
;?, -1.00% li'1% §().% 41).%. 

J -1.00% '7§% -4 -1.00% -1.00% 

Iftl-:e easterner misses fe1:1r even~s. the 6-l:lstemer will Be ehargeB lQQ% efthe tetalamT!ial fJa)'fRffit ameHHt. The CeFHflany anti the 
eustemer vlill Bise1:1ss metheBs te GBFHfll:Y Buring f1:1tHre evea-ts, But ultimately the eustemer ean be ElismisseEl Hem the flFBgFaffl if either 
f!arty is ne~ satisfieEl that the fJreBlem has boeR rosslveEl. Farther, the easterner's serviee asBer this RiEler ffill)>' be EliseeHtiHaeEl 1_3arsuant 

D 

ts the CenElitisss ef £erliee. D 
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RIDER E.C.S. C. & E. (Cent' II) 
(Emergeney Curtailable SerYiee Capaeity & Energy Rider) 

FinH Serviee Le¥el fFSb) l\'lethod 

l'EAK LOAD CONTRDIUTION. 

A Caste mer's Peak Lead Centril;mtien (PLC) will be ealealateEi eaeh year as the a>ferage ef its leaEl Eiuring P~4's five highest peak 1eaEls 
Eh.:~:ring tHe twelve menth perieEl eBdeEl OeteBer J 1 efthe pre·rieas year. 

AVAILABLE CURTAILIILE DEMAND &'>CI)). 

Eaeh eastemer Hmst Elesigaate an ftztailaBle CHrtailaBle Demaml, Elefined as tHe Eiiffereaee Between the PLC aml the :fiffH: SeP!iee Level 

(I"SL). The PSL ElemanEl is the level te whieh the eastemer agrees te reElaee lead te er belmv fer eaeh heur th:lriag a emtailmen~ event. 

CU~TOMER IIA~ELINE LOAD CALCULATION. 

A Castea1er Baseline LeaEl (CBL) will Be ealeHlateEl fer eaeh hem eerrespenEling te eaeh eveRt hear. Nefffially, the CBL will Be ealeHlateEl 
fur eaeh hell£ as the ave£age eerresfJBREiiag heurly ElemaaEls frem the higHest 1 eut ef ~he 5 mast reeeffi similar aea e','ent Hays iR the 13erfea 
preeeHiag the relevaat IeaEI reHuetien event. The higHest lead days a£e tle:tined as th-e similar days (WeekHay, SaturHay, SuaHay!IleliEla;) 
vlith the highest eaergy· eensu:Blfltiea SflaiH:liB.g the eveffi fJerieEi heHrs. Ia eases where tHe net·mal ealeulatien Gees net pre viSe a reasenable 
refJreseR-tatiea ef aermaJ leaH eenEiitiens, the eemfJaRy al'ld eustemer may develefl an aJtematP:e CBL ealet1latien that FH:ere aee-HFately 
refleets the eHstemer's aermaJ eensumfJtien pattem. 

The CurtaileEI Energy' shall Be determineS fer eaeh event heHr, Ele:tineEl as tfle Eli:EferB:B:ee Betvleen the eustemer's CBL fer that heur aBEl tHe 

eustemer's metered lead fer that heur. 

CURTAILMENT CREillT~. 

The Curtailment DemaaEI CreBit sflall be 8Q fJGreeR-t ef the R-eliability Prieiag .M~eElel (RPM) a-HetieH 13riee establisheS by PJr\4 iH its Base 
ResiEIHal ea-paeity aHetieH fer ~he eunent Selivery year, ffi<fJresseEl iR $/MW day ffil:lltifllieEI by the Available Curtailable DemanEI. 

MONTHLY DEMAND CREiliT. 

The Men#tly DemanEI Credit sflall be eEfual te ene twelfth efthe pre duet efthe f.rvailable CHrtailable DemanEI anEI the CurtailmeR-t Demand 

Credit ($&PiV da;0 times Mi:5. The Men-thly Demaml Credit sHaH be a-pfJiieable te eaeh menth the eusten1er is seneEl HHEier this Ri<'ler, 

regarElless ef whether er net there are any euftailmeR-t eveR-ts Eluring the me n-th. 

MONTHLY EVENT CREIIIT. 

All Event CreElit shall be ealeula~eEi fur eaeh ~wea-t heur SEfHal te the preEltl-et ef the Curtailed €H€Fg)' fer that fleur anEI the CurtailmeHt 

Energy Credit fer that heur. The Menthly Event CreEiit shall Be the sHm ef the heurly eveR-t ereElits fer all even-ts eeeurria-g iH the ealeadar 

menth, 81:1~ shall net ~teeeEl the &Hstemer's men-thly energy eflarge t:mEler the afJfJiieable tariff'. The eustemer shall net reeeive eveRt ereEii~ 

fer any eurtailment f.1erie8s te "!he eJ<tent that the &Hstemer's eurtailable leaEl is alreaEl.y reElueeEl Elue te a planne8 er unplanneEi eutage as a 

resak ef vaeatiea, FEmevatieA, ref.1air, refmbishment, feFee majeure, strike, eeeaemie eeaElitiens, er BA.Jo' even-t ether thaA the eustemeF's 

nermal eperating eentlitieas. 
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RIDER E.C.S. C. & E. (Cont"~) 
(Emergenf>y Curtailable Serviee Ca(laeity & Energy Rifler) 

NONCOM-PLIANCE Cli.ARCE. 

If the eustemer fails te fully eeHlflly witH a refltlest fer eurtailmtmt under tHe previsiens efthis Rider, then tHe l'leneemJ31ianee 
CHarge shall apply. If a eustemer is epemting at er I::Jelew their ElesigaateEl Firm Serviee Le·, el Eluring an eveRt, it will Be 
anElersteeEi tha-t they have ne G&J3aeity availaBle with whieh te GBHl:flly ami ·n ill net Be ehargeEi a neneemplianee penal-ty. If the 
metereEl ElemanEl El~:~ring the eurtailment event is abeve the BesigaateEl FSL, the eustemer will I:Je eensiEleretl nan GBHlflliant 
The arneunt efnen GBHlfllianee EiefflttH:El is eEfHal te the Elifferenee Between the easterner's FB:etereEl EleERallEl anEl the ElesigaateEl 
jig±, 

The }Jeneemplianee DemaREi Charge will be ealeHla-teEl BaseEi eR the ReFflller ef events S1:1ring whieh the eus~emer was 
neneempliant anS the tetal RHmBer ef eveHts eafleEl By ABP te Elate. A f3Emalty will Be EletGf'Hl:iaeEl as the ameHHt ef aea 
eeHtf3lianee leaEl times tHe R._DM aH:etieH prise ($/'IvfW Say) times 385, (e.g. eHrtailmeHt ef eHly gg M\V efa lQQ M\V BCS leaEl 
is HBH GBFHflliaHee and ee1:1nts as a misseS event, BHt the eustemei:'s ar.JIHal payment vlill Be reEi~:~eeEI. eely fur the 2Q ~rf¥,' nen 
eeFHflliaHee leaS times the 8flf3FBf3riate pereentage fi:em the taBle Bele'N). The peRalty will thee Be mHltiplieEI. By the pereentage 
ef re8.1:1etien BaseEl 1:11_3en the nHmBer ef nea eefHI_3liaRee eveRts fer the e1:1stemer emnpareEl te the nemBef ef e'vents eafleEl. 
Belew is a taBle efaRHHal j_')aymeHt reEleGtien pereentages. 

2~ ... nnuall!ayment Reduetien l!eFeentages feF Nen eem[tlianee 

1\'lissed E'i·ents .J. ;! J 4 5 er mere 
.J. 100% §{)%. ~ WJ4, ;!0.% 

".! 100% - §{)%. 411% 
J 100% - -4 100% 100% 

If the easterner misses fear e·rents, the easterner" ill Be ehargeEI. IQQ% eftheir tetal aHfltlal fla')'ffieRt ameant, will Be ElismisseEl 
frem the f3l'egram, ami may net be eligiBle te ]_3attieipate in the ]_3regram HR-til Beth parties are satisfieEI. that the preBlem has 
Been reselveEI.. FHrther, the eHstemer's serviee B:HEI.er this RiEler may Be EliseentinHeEi pmsuant te the CeeEiitiens ef Serviee. 

J ... dditieaall!FB'i'isiens 

CYSTOMER CREDIT. 

The meR-thly ereElit(s) wili be previEI.eEl te the easterner By eheek within BQ Bays after the end efthe menth. A easterner may 
reEJ:uest aggregatien efinEiiviEiHal eHstemer aeeeHHts ffite a siagle ereEiit. 

CUSTOMER CHARGE. 

Custemers taking serviee lillBer this Rider shall pay a meR-thly eustemer eharge ef $1Q.QQ per aeeeHHt te eftSet the eest efthe 
eHatemer relateEl etEfJeHses fer aElElitieHal JeaEi Betermina-tien and Billing enpeHses. If a ehange iH metering eEJ:Hipment er 
funetieRality is reEJ:uireEi, eustemers ~aking serviee HREier this RiEier shall pay the aEl.Elitienal eest ef installa-tien. The CelllflaR-y 
vlill make availaBle te the eustemer ~he real time pulsemeteriHg Eiata, ifreEJ:l:lesteEi by the eHstemer, fer an aEiEI.itienal fue. 

(Cant" a an ~hoot}!a. 24 6) 
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RlllER ll.C.S. C. & E. (Cent' d) 
(Emergeney Curtailable Serviee Capaeity & Energy Rifler) 

TERM. 

Centraets muler this Rider shalllle made fer aH initial Jleried ef ene year, eerresJlenaing with the PIM JllaHRing year, aHa 
shall remain in effeet !Rltil either jlarty previaos te the ether at least 3Q days' written netiee Jlrier te the start ef the 
registration periea as provided fer in the PJM Tariff fer the n"'ct Jllming year ef its iBteHlien te diseentinue serviee 
HBder the tem1s efthis Rider (registration period ends Marsh 31, 2QIQ fer the 2QJQ/11 deliv01y year). However, this rider 
shall enly lle available through May 31, 2912. 

SPECIAL TERI\I(S ,'\c.'ID CONDITIONS. 

Individual eustemer infermatien, including, llHl net linlited te, ECS Centraet Capaeity aHd CHrtaihnent Option, shall 
remaiH sanfiEiemtial. 

If a new Jleak demand is set l>y the eustemer in the heur fellewi11g the eartailment, due te the eustemer resH!IIing the level 

D 

ef aetivity jlrier te the eHrtailmoot, the eustemer' s previous high demaHa viilllle adjusted te disregard that new peak. D 
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RESERVED FOR FUTURE USE 

RIDER E.P.C.S. 
(Energy Friee Cartailahle Serviee Rider) 

1~'}· ... 1Lf_..BILITY OF SERVICE. 

}·.,vailaSle fer Energy Priee Curtaila-ble Seniee (EPCS) te eustemeFs HBI'fRally taking firm serviee unEler Tariffs M.G-.S.,M.G-.S. T.O.D., 
L.G.S., b.G.S. T.O.D.,Q.P. ana C.I.P. T.O.D. LG.S. fer their tetal Ga]3aeity FGEjtlirements frem tRe Ceml_:'laH)'. The Custemer must lla-\ e 
an en J3ealc eurtailable ElemanB net less than IQQ KW anEl will Be eeFRfJeRsateEl fer 1 QQ KVl e~.:~rtaileEi t:m8er the previsiens efiliis PiEler. 

CONillTIONS OF SERVICE. 

1. The Cempany reserves the right te eurtail serviee te the CHsten1er's gpcs leaS at tfle Cempany's sele EiisGre~ien. 

2. The CefHJ3aR-y will enEleaver te fH'BviEle as mueR aEfvanee netiee as pessiBle sf eurtailmeflts unEler tHis RiSer ineluEling an estimate 
eftlie Effiratien ef sueR oortailments. Hewever, the Custemer's EPCS leaEI shall Be oortaileEI vlitfiin 1 (ene~ hem ifse reE[uesteEI. 

3. Fer flUlflBSes efthis R.:iEler, seas ens aTe ElefmeEi as fellews: 

Winter DeeemBer, Jamuwy ana feBmary 
S~riHg MaTeh, AJ3ril anEI May 
Summer Jane, fuly anEI.Aagast 
Fall SeptemBer, OeteBer anEI l>Tevember 

4. The Cempany anS the Cl:tstemer shall mHtHaJly agree UflBH tho metHeJ w-flieh the Cempany shall use te ne~ify ~he Custemer ef a 
emtailment l:lflEler tee flFB'Yisiens efthis RiEler. The metheEl shall speeify the means ef eeH1ffiHHieating SHeh eert:ailB1eHt (e.g., the 
CeHlf.laH)''s eestem:er eemmu:nieatien S)Stem, telSfJhene, ami flager) anEl sHall designate the Custemer's r0J3resentathes te reeeive 
saiEl netifieatieR. The Custemer is ultimately resJ3ensiBle fur reeefving anEI aeting UflBH a eurtailment netifieatien ffem the 
Cempany. 

§. l'le reSfJBHsiBility er liaBility ef any kinS shall alc!aeh te er Be ineuFFeEl By the Cempany er the AEP System fer, er en aeeeu:nt ef, 
any less, eest, en]_3ense er SarHage eauseS By er reselting fi·effi, eitHer Elireetly er inElireetly, any eurtailment ef sen iee HASer the 
previsiens efthis RiEler. 

9. The Cempany resen es the right te test anEl verify the CHsteHJ:er's aBili-ty te eurtail. SueR test wilt Be limiteEl te ene eurtailment ]_3er 
eentraet ~erm. Any failme ef the eusteHJ:er te GBHlf.lly witH a reE[uest te e~:~rtail leaEI will en-title the CBHI:fliillj' te eall fer ene 
aElElitienal test. The Cetllfliill)' agrees te netify the Custemer as te tHe menth in whish the test will take fllaee, anEI will eensiEier 
aveiEifng tests en Gays, whieh may eat~:se a HfliE[He harEishi]3 ~e the CHsteHJ:er's everall Bfleratien. There s-Hall Bene ereElits fur test 
eHrtailments ner eflarge fer :fuilme te eurtail Suring a test. 

7. U-]3en reeeiving a eurt:ailn1ent aetiee fi·effi tHe Cempany, the e~:~:stemer must reSJ3BHEl wi-thin 45minutes when the reE[Hest is 
HJ:aEle en a Elay ahead Basis anEl v.itflin 15 rnin~:~tes when a reE[Hest is maEle fur tR:e eHrreR-t Elay if tHe eHstemer intenEls te 
partiei]_3ate in the eHrtailment event C1:1stemers w-lle fail te respenEl, er respeHEl that they will net J3artiei]_3ate in tR:e GHrtailment 
event, will reeeive ae flRj'meHts, ner Be se:Bjeet te ooy meneta~:y eharges EleseriBeEI elsewhere HnEler this Rider. Hewever, a 
e1:1stemer's failHre te resf!eHEl er a resJ3ense tHat tHe e~:~stemer will net ]3attiei]_3ate will Be eensiElered as a failHre te eu.rtail fer 
flHFJ3eses efParagffi-]3H 8 Belew. 

8. The CBHlf.laHJ' reseiYes the right te Eliseentinue serviee te the Custemer under this RiEler if the CHsteHJ:er fails te emtailooEler any 
eireHmstanees tlH:ee er n1ere times daring a seasen as FGEJ:I:IesteEI By the CemfJB:Rj'. 
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RIDER E.P.C.S. (Coat' a) 
(Energy Priee Curtailable SerYiee Ride.-) 

CONiliTIONS OF SERVICE. fCoat' a) 

9. The CHstemer sHall net reeei-ve ereElit fur any eurtailment peri eEls in whish the Custemer's eurtailable lead is already Elev.'B: 
fer an &.<H"endeEI peri eEl due te a 1_3IanneEl er uHplanneEI e~:~tage as a res~:~ It efvaeatien, renevatien, FSflaH', reffirbisb:Faent, feree 
majeme, strike, er any event ether than the eustemef's nefffial epwating eenElitieHs. 

CURTf.ILMENT OPTION. 

}A the time tHe e1:1stemer eentmets fer serviee Hn8er this RiS-er, fhe eusten1er shall seleet ene er BetH eftfle fell ewing CurtailmEmt 
}Jetiee Types: 

~lotiee TytJe I Day aHeaEl l'Je~if-iea-tien 
}Jetiee Type 2 Curnmt Day }letffieatien 

A~ the time the eHsteffier S-eleets eAe er Beth t) pes ef Netiee Tyfles aS eve, the Custemer shall alse seleet ene ef the fellewing 
Curtailme-Ht Limits fer eaeh }Jetiee TyfJe seleeteEl: 

The CuFtailment Limit is the mwdmum number sf hems per e~:~rtaihnent eveRt fer \\rfl.ieh leaEl- n1fr)' Be et~FtaileEl anEler the flFevisisHs sf 
this RiEl-er. The Custemer sHall reeeh e ere8it fer a minilffilm sf 2 (tv.'s) lmurs per eurtailn1eHt eveHt, even if tlie eveflt is shaFter tlTaH 
tvm Hm1rs. 

The Custemer sHall Sfleeify the MaKimum Plumber efDays Suring the seassn tbat tHe Custemer H1fr)' Be FGE(H:esteEl te eHFtailooEler-eaefl 
}Jetiee Tyfle eHeseH. The Custemer sHall alse Sfleeify the Minimum Priee at whieh the eustemer VleulEl Be "'Hilling te eUfffiil Hfl:Eler eaek 
l'letiee Ty13e ehesen. The Cel'llflaH_y, at its Elisefetien will Eletermine vihetfler the Custemer sHall Be eurtaileEI give the Custemer's 
SfleeitieEI ClH'ffiilmeHt Ofltiens. 

Eaeh Custen1er ska-11 have aa EPCS Centraet Capaei1y te Be eensiSereS as 13riee eHrtailaBle G8:]3aeity HnSer this RiSer. The 
CHsten1er sHall speeify the }Ten EPCS DemanEl, \\rfl.ieh shall Be tbe ElemanEl at er Belew whieh tho CHstemer will remaffi EIHring 
eHl'ffiilment }3erieSs. The EPCS Centraet C8:]3aei-ty shall Be the Eliffer6flee Between the Custemer's t;·}3ieal en fleak ElemanEl anEI the 
Castemer's speeifieEl- }len EPCS DemaH:El. The CemfJRRJ' shall Eletermine the Custemer's t) piea-1 en }3eak ElemanEl, as agreeEI UfleR By 
the CeiRflaRY anEI the C-ustemer. Per the }3urpese ef this RiEler, the en peak Billing perieEl is ElefmeEl as 7:GQ a.m. te II :QQ p.m., leeal 
time, fer all ·.veekElays, MenElay threHgh F-riElay. 

The Custemer may meElify tfle ElHiSH:Ht sf EPCS Cefftraet Capaeity anE!fer the CuFtailment Optiens ne mere than enee prier te eaefl 
seas en. MeElifieatiens must Be reeeiveS By ti:J.e CSIRflaR)' in writing nelater than 30 Elays tJrief te the BegiHRiRg eftfle sea-sen. 
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RIDER E.P.C.S. (Cent' d) 
(Energy Priee Curtailable Serviee Rider) 

Fer eaeh. eurtailment f!erieEl, CH:rtaileEl DemanEl sHall t:Je ElefiBeEl as the Eliffenmee between the CHstemer's tyflieal sa 13eak 
Eiemam:l arul the euedffil:lm 15 mim±te integrated EleFHaaEl4aflng eaefl interval efthe eHrtailmeHt perieEl. 

CURTAILMENT CREiliT. 

Hel:lrly PCS Energy shall be Ele:HneEl as the sum eftRe Cl:lftaileEl DemanEl fer eaefl15 mim:1te in~ervalefthe Reur EliviEleElBy 
fe1:1r (4). The Curtailment ereElit shall Be eEfUal te tHe preEluet efthe Ileurly BPCS Bnergy aaEl the grea-ter sf the fellewing: 
(a) 8Q% efthe ABP East Lea4 Zene Real Time Leeatieaal MargiHal Prise (UvW) estaBlisheEl By PJ~{ (ineHuliHg eengestieH 
anEl margiaallesses) (B) tHe Minimum Prise as SfleeifieEl by tHe 0:1stemer er (e) 3.5 eootsflcWh. 

MQNTHLY CREDIT. 

The Menthly Cretli~ shall Be GEJ:Hal te tHe fJFeEluet ef ~he PCS Eaergy anEl tHe a-pfllieable C!:~rtailment Optiea CreElit less any 
J!'leaeemf!lianee Charges. TI1e MeHthly CreEl-it v. ill Be previEieEl te the Custemer By eheek within 3Q Bays after the eml eftfle 
meath in whieh tfle Gl:lrtailmeRt eeeurreEl. This ameHR-t w=ill Be reeerEleEI in the FeEieFal Energ)' Regelatery Cemmissiea's 
Uniferm System efAeeelffits HREler AeeeHRt 333, PareflaseEl Pewer, anEI will Be reeeFEleEl in a sOOaeeeunt se that fue separate 
identify efthis eest is flFeser•reEl. 

NQNCQMPLIANCE CHARGES 

If the Custemer respeaEls a:EB::rmatively #Ia-t it vAll partieipatc ffi a eartailmtmt e·, ent, aaEI s~:~BseE(Hently fails te fully eeflTfllY 
v. i#l a FeEJHest fer eHFtailmeat HHEler the flr8\ isiens ef this RiEler, thea the }feneemf1lianee DrmanEl shall Be the 6if£ereH:ee 
Be~weea tfle mwtimum 15 mim±te integrateS Elema:HEl Elariag eaeh hem ef the eHrtailmeHt fl®rieEl a:HEl the l'[ea f:PCS DemaAEl. 
1'leneemJ3liaHee DemaRS. shall be Billed at a rate eEfUa-l te ~he aJ:3pliea9ls Ouiailment CreElit fur the heurs Elming whish the 
Castemer fuileEl te fall-y eeHlflly. 

TERM. 

Centraets HnEle-r this Rider may Be maEle fur aH initial perieEl ef eae (1) seasen aH8. shall remain in effeet ti:Iereafter uHtileitHer 
}3arty j3FeviEles te the ether at least 3Q Elays' writteB netiee j3Fier te tile start efthe next seasen ef its iffieBtien te EliseeHtiRue 
servieelfB:Eler th.e terms efthis Ritler. 

SPECIAL TERMS ANil CQNiliTIQNS. 

InElP:iflHal Custemer iHfurmatien, inelHEliag, em net limited ~e. EPCS CentFaet Caj3aeity aBEl Cartailment Optieas, 
sflaii remain eenHElential. 

If a ehaage iR metering equi13ment er fueetienality is reEJ.uireEl, eustemers taking serviee unEler tHis RiEler shall fHlJ' the 
adElitienal eest ef ins~allatien. The CSH1fl8:fr)' vlill make a-vailaBle te the eustemer tHe real time fH:Ilse me~eriag Elata, if 
reEJ:Hestetl By the eustemer, fer 8:H aElElitienal fee. 
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Kli:NTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 26-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 26-1 

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

This tariff is applicable to customers with generation facilities which have a total design capacity of over 1,000 kW that intends to 
schedule, deliver and sell the net electric output of the facility at wholesale, and who require Commissioning Power, Startup Power 
and/or Station Power service from the Company. 

Service to any land that is electrically isolated ii·om the Customer's generator shall be separately metered and provided in accordance 
with the generally available demand-metered tariff appropriate for such service to the Customer. 

'J'his tariiT is not available for standby, backup, maintenance, or supplemental se1-vice lOr wholesale or retail loads served by 
customer's generator. 

DEFINITIONS. 

I. Commissioning Power- The electrical energy and capacity supplied to the customer prior to the commercial operation 
of the customer's generator, including initial construction and testing phases. 

2. Station Power - The electrical energy and capacity supplied to the customer to serve the auxiliary loads at the 
customer's generation facilities, usually when the customer's generator is not operating. Station Power docs not include 
Startup Power. 

3. Startup Power- The electrical energy and capacity supplied to the customer following a planned or forced outage of the 
customer's generator for the purpose of returning the customer's generator to synchronous operation. 

COMMISSIONING POWER SERVICE. 

Customers requiring Commissioning Power shall take service under TariJTT.S. or by special agreement with the Company. 

The Customer shall coordinate its construction and testing with the Company to ensure that the customer's operations do not cause 
any undue inter1Crcncc with the Company's obligations to provide service to its other customers or impose a burden on the 
Company's system or any system interconnected with the Company. 

STATION POWER SERVICE. 

Customers requiring Station Power shall take service under the generally available demand-metered tariff appropriate ror the 
customer's Station Power requirements. 

Station Contract Capacity- The Customer shall contract for a definite amount of electrical capacity in kW sufficient to 
meet the maximum Station Power requirements that the Company is expected to supply under the generally available 
demand-metered tariff appropriate for the customer. 

STARTUP POWER SERVICE. 

Customers requiring Startup Power have the option of contracting for such service under the terms of this tariiT or under the generally 
available demand-metered tariff appropriate for the customer's Stmiup Power requirements. 

Startup Contract Capacity -The Customer shall contract JOr a definite amount of electrical capacity in k W suilicient 
to meet the maximum Startup Power requirements that the Company is expected to supply. 

Startup Duration- The Customer shall contract for a definite number of hours sufficient to meet the maximum period 
oftime for which the Company is expected to supply Startup Power. 

(Conl'd on Sheet No. 26-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 26-2 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 26-2 

STARTUP POWER SERVICE. (con!' d) 

TARIFF N.U.G. (Con!' d) 
(Non-Utility Generator) 

Startup Duration - The Customer shall contract for a definite number of hours sufficient to meet the maximum period 
of time for which the Company is expected to supply Startup Power. 

Startup Frequency - The Customer shall contract for a definite number of startup events sufficient to meet the 
maximum number of times per year that the Company is expected to supply Startup Power. 

Othe1· Startup Characteristics - The customer shall provide to the Company other information regarding lhe 
customer's Startup Power requirements, including, but not limited to, anticipated time-of-usc and seasonal 
characteristics. 

Notification Requirement- Whenever Startup Power is needed, the Customer shall provide advance notice to the Company. 

Upon receipt of a reque::;t from the Customer for Startup Power Service under the terms of this tariff, the Compm1y will provide 
the Customer a written offer containing the Notification Requirement, generation, transmission and distribution rates (including 
demand and energy charges) and related terms and conditions of service under which service will be provided by the Company. 
Such o!Ter shall be based upon the Startup Contract Capacity, Startup Duration, Startup Frequency, and Other Stmtup 
Characteristics as specified by the customer. In no event shall the geHeratieR rates be less than the sum of the Tariff~ 
~. l.G.S. Energy Charge, the Fuel Adjustment Clause, the System Sales clause, the Demand-Side Management Adjustment 
Clause, ;/sset Transfer Rider, Big Sandy Retirement Rider, Big Sandy 1 Operation Rider, Purchase Power Rider, P.J.M. Rider, 
KY Economic Development Surcharge, Environmental Surcharge, the Capacity Charge and NERC Compliance and 
(),bersecurity Rider. 

If the parties reach an agreement based upon the offer provided to the customer by the Company, a contract shall be executed 
that provides full disclosure of all rates, terms and conditions of service under this tariff:; and any and all agreement<; related 
lherelo. 

Menthly Transmissian ·and llistributian Rates 

ServiGe VeltagG 

Sl:lBtraasmissieH 
TariffCe8e 

Reservatiea Charge per k\V 

Reaetive Deman8 Charge fer eaeh kileVAR, sf manimam 
leading er lagging reaGtive El.emaml iH eneess sf 
50% efthe K¥/ efmmlthly metereEl. ElemaaB ... $0.89 per KVAit 

DELA VED PAYMENT CHARGE. 

Tran.smissisn 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge 
of 5% of the unpaid balance will be made. 

(Cont'd on Sheet No. 26-3) 
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KENTUCKY POWER COMPANY 

MONTHLY BILLING DEMAND. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 26-3 
CANCELLING P.S.C. KY. NO. to SHEET NO. 26-3 

TARIFF N.U.G. (Con!' d) 
(Non-Utility Generator) 

The monthly billing demand in kW shall be taken each month as the highest single IS-minute integrated peak in kW as registered by n 
demand meter or indicator, less the Station Contract Capacity. The monthly billing demand so established shall in no event be less than 
the greater of (a) the Startup Contract Capacity orb) the customer's highest previously established monthly billi11g demand during the past 
II months. 

MONTHLY BILLING ENERGY. 

Interval billing energy shall be measured each 15-minute interval of the month as the total KWH registered by an energy meter or 
meters less the quotient of the Station Contract Capacity and four (4). In no event shall the interval billing energy be less than 
zero (0). Monthly billing energy shall be the sum of the interval billing energy for all intervals of the billing month. 

TRANSMISSION SERVICE. 

Transmission Provider- The entity providing transmission service to customers in the Company's service territory. Such 
entity may be the Company or a regional transmission entity. 

Prior to taking service under this tariff, the Customer must have a fully executed Interconnection and Operation Agreement with the 
Company and/or the Transmission Provider or an unexecuted agreement filed with the Federal Energy Regulatory Commission under 
applicable procedures. 

Should the Transmission Provider implement charges for Transmission Congestion, U1e Company shall provide 30 days written notice to 
the customer. Upon the expiration of such notice period, should the customer's use of Startup Power result in any charges for 
Transmission Congestion from the Transmission Provider, such charges, including any applicable taxes or assessments, shall be paid by or 
passed through to the customer without markup. Transmission Congestion is the condition that exists when mmkct pmticipants seek to 
dispatch in a pattern that would result in power flows that cannot be physically accommodated by the system. 

TERM OF CONTRACT. 

Contracts under this tariJT will be made for an initial period of not less than one year and shall remain in effect lherealler until either party 
shall give at least 6 months' written notice to the other of the intention to terminate the contract. The Company reserves the right to require 
initial contracts for periods greater than one year. 

A new initial contract period will not be required for existing customers who change their contract requirements aller the original initial 
period unless new or additional facilities are required. 

The Company may not be required to supply capacity in excess of that contracted for except by mutual agreement. Contracts will be made 
in multiples of 100 kW. 

SPECIAL TERMS AND CONDITIONS. 

'l'his tariiT is subject to the Company's Terms and Conditions of Service. 

This tariff shall not obligate the Company to purchase or pay for any capacity or energy produced by the Customer's generator. 

Customers desiring to provide Startup and Station Power from commonly owned generation facilities that arc not located on the site of 
the customer's generator (remote self-supply), shall take service under the terms and conditions contained within the upplicable Open 
Access Transmission Tariff as filed with and accepted by the Federal Energy Regulatory Commission. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-1 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-1 

A V AILIBILITY OF SERVICE. 

TARIFF N.M.S. 
(Net Metering Service) 

Net Metering is available to eligible customer-generators in the Company's service territory, upon request, and on a first-come, first
served basis up to a cumulative capacity of one percent (1 %) of the Company's single hour peak load in Kentucky during the previous 
year. If the cumulative generating capacity of net metering systems reaches 1% of the Company's single hour peak load during the 
previous year, upon Commission approval, the Company's obligation to offer net metering to a new customer-generator may be 
limited. An eligible customer-generator shall mean a retail electric customer ofthe Company with a generating facility that: 

(1) Generates electricity using solar energy, wind energy, biomass or biogas energy, or hydro energy; 
(2) Has a rated capacity of not greater than thirty (30) kilowatts; 
(3) Is located on the customer's premises; 
( 4) Is owned and operated by the customer; 
(5) Is connected in parallel with the Company's electric distribution system; and 
(6) Has the primary purpose of supplying all or part of the customer's own electricity requirements. 

At its sole discretion, the Company may provide Net Metering to other customer-generators not meeting all the conditions listed above 
on a case-by-case basis. 

The term "Customer" hereinafter shall refer to any customer requesting or receiving Net Metering services under this tariff. 

METERING. 

Net energy metering shall be accomplished using a standard kilowatt-hour meter capable ofmeasming the flow of electricity in two (2) 
directions. If the existing electrical meter installed at the customer's facility is not capable of measuring the flow of electricity in two 
directions, the Company will provide the customer with the appropriate metering at no additional cost to the customer. lfthe customer 
requests any additional meter or meters or if distribution upgrades are needed to monitor the flow in each direction, such installations 
shall be at the customer's expense. 

BILLING/MONTHLY CHARGES. 

Monthly charges for energy, and demand where applicable, to serve the customer's net or total load shall be determined according to 
the Company's standard service tariff under which the customer would otherwise be served, absent the customer's electric generating 
facility. Energy charges under the customer's standard tariff shall be applied to the customer's net energy for the billing period to the 
extent that the net energy exceeds zero. If the customer's net energy is zero or negative during the billing period, the customer shall 
pay only the non-energy charge portions of the standard tariff bill. If the customer's net energy is negative during a billing period, the 
customer shall be credited in the next billing period for the kWh difference. If time-of-day metering is used, energy flows in both 
directions shall be netted and accounted for at the specific time-of-use in accordance with the provisions of the customer's standard 
tariff and this Net Metering Service Tariff. When the customer elects to no longer take service under this Net Metering Service Tariff, 
any unused credit shaH revert to the Company. Excess electricity credits are not transferable between customers or locations. 

(Cont'd on Sheet No. 27-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORlGlNAL SHEET NO. 27-2 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-2 

TARIFF N.M.S. (Cont'd) 
(Net Metering Service) 

APPLICATION AND APPROVAL PROCESS. 

The Customer shall submit an Application for Interconnection and Net Metering ("Application") and receive approval 
from the Company prior to connecting the generator facility to the Company's system. 

Applications will be submitted by the Customer and reviewed and processed by the Company according to either Level I 
or Level 2 processes defined below. 

The Company may reject an Application for violations of any code, standard, or regulation related to reliability or safety; 
bowever, the Company will work with the Customer to resolve those issues to the extent practicable. 

Customers may contact the Company to check on the status of an Application or with questions prior to submitting an 
Application. Company contact information can be found on Kentucky Power Company's Application Form or on the 
Company's website. 

LEVEL 1 AND LEVEL 2 DEFINITIONS. 

LEVELl 
A Level I Application shall be used if the generating facility is inverter-based and is certified by a nationally recoguized 
testing laboratory to meet the requirements of Underwriters Laboratories Standard 1741 "Inve1iers, Converters, 
Controllers and Interconnection System Equipment for Use With Distributed Energy Resources" (UL 1741 ). 

The Company will approve the Levell Application if the generating facility also meets all of the following conditions: 

(I) For interconnection to a radial distribution circuit, the aggregated generation on the circuit, including 
the proposed generating facility, will not exceed 15% of the Line Section's most recent annual one hour 
peak load. A line section is the smallest part of the primmy distribution system the generating facility 
could remain connected to after operation of any sectionalizing devices. 

(2) If the proposed generating facility is to be interconnected on a single-phase shared secondmy, the 
aggregate generation capacity on the shared secondmy, including the proposed generating facility, will 
not exceed the smaller of20 kVA or the naineplate rating of the transformer. 

(3) If the proposed generating facility is single-phase and is to be interconnected on a center tap neutral of a 
240 volt service, its addition shall not create an imbalance between the two sides of the 240 volt service 
of more than 20% of the nameplate rating of the service transformer. 

(4) Ifthe generating facility is to be connected to three-phase, three wire primary Company distribution 
lines, the generator shall appear as a phase-to-phase connection at the primary Company distribution 
line. 

( 5) If the generating facility is to be connected to three-phase, four wire primmy Company distribution 
lines, the generator shall appear to the primary Company distribution line as an effectively grounded 
source. 

(6) The interconnection will not be on an area or spot network. 
(7) The Company does not identifY any violations of any applicable provisions of IEEE 1547, "Standard 

for Interconnecting Distributed Resources with Electric Power Systems." 
(8) No construction of facilities by the Company on its own system will be required to accommodate the 

generating facility. 
(Cont'd on Sheet No. 27-3) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-3 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-3 

LEVELl, continued 

TARIFF N.M.S. (Cont'd) 
(Net Metering Service) 

If the generating facility does not meet all of the above listed criteria, the Company, in its sole discretion, may either: I) 
approve the generating facility under the Level I Application if the Company determines that the generating facility can 
be safely and reliably connected to the Company's system; or 2) deny the Application as submitted under the Level I 
Application. 

The Company shall notifY the customer within 20 business days whether the Application is approved or denied, based on 
the criteria provided in this section. 

If the Application lacks complete information, the Company shall notifY the customer that additional infonnation is 
required, including a list of such additional infonnation. The time between notification and receipt of required additional 
information will add to the time to process the Application. 

When approved, the Company will indicate by signing the approval line on the Levell Application Fonn and retuming it 
to the customer. The approval will be subject to successful completion of an initial installation inspection and witness test 
if required by the Company. The Company's approval section of the Application will indicate if an inspection and 
witness test are required. If so, the customer shall notifY the Company within 3 business days of completion of the 
generating facility installation and schedule an inspection and witness test with the Company to occur within I 0 business 
days of completion of the generator facility installation or as otherwise agreed to by the Company and the customer. The 
customer may not operate the generating facility until successful completion of such inspection and witness test, unless 
the Company expressly permits operational testing not to exceed two hours. If the installation fails the inspection or 
witness test due to noncompliance with any provision in the Application and Company approval, the customer shall not 
operate the generating facility until any and all noncompliance is corrected and re-inspected by the Company. 

If the Application is denied, the Company will supply the customer with reasons for denial. The customer may resubmit 
under Level 2 if appropriate. 

LEVEL2 

A Level2 Application is required under any of the following: 

(l) The generating facility is not inverter based; 
(2) The generating facility uses equipment that is not certified by a nationally recognized testing laboratmy to meet 

the requirements of UL 17 41; or 
(3) The generating facility does not meet one or more of the additional conditions under Levell. 

The Company will approve the Level 2 Application if the generating facility meets the Company's technical 
interconnection requirements, which are based on IEEE 1547. The Company shall make its technical interconnection 
requirements available online and upon request. 

(Cont'd on Sheet No. 27-4) 
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KENTUCKY POWER COMPANY 

LEVEL 2, continued 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-4 

TARIFF N.M.S. (Cont'd} 
(Net Metering Service) 

The Company will process the Level 2 Application within 30 business days of receipt of a complete Application. 
Within that time the Company will respond in one of the following ways: 

(I) The Application is approved and the Company will provide the customer with an Interconnection 
Agreement to sign. 

(2) If construction or other changes to the Company's distribution system are required, the cost will be the 
responsibility of the customer. The Company will give notice to the customer and offer to meet to discuss 
estimated costs and construction timerrame. Should the customer agree to pay for costs and proceed, the 
Company will provide the customer with an Interconnection Agreement to sign within a reasonable time. 

(3) The Application is denied. The Company will supply the customer with reasons for denial and offer to meet 
to discuss possible changes that would result in Company approval. Customer may resubmit Application 
with changes. 

If the Application lacks complete information, the Company shall noti:f'y the customer that additional infonnation is 
required, including a list of such additional information. The time between notification and receipt of required 
additional infonnation will add to the 30-business-day target to process the Application. 

The Interconnection Agreement will contain all the terms and conditions for interconnection consistent with those 
specified in this tariff, inspection and witness test requirements, description of and cost of construction or other 
changes to the Company's distribution system required to accommodate the generating facility, and detailed 
documentation of the generating facilities which may include single line diagrams, relay settings, and a description of 
operation. 

The customer may not operate the generating facility until an Interconnection Agreement is signed by the customer 
and Company and all necessary conditions stipulated in the agreement are met. 

APPLICATION, INSPECTION AND PROCESSING FEES. 

No application fee or other review, study, or inspection or witness test fees will be charged by the company for Level 
I application. 

The Company will require each customer to submit with each Level 2 Application a non-refundable application, 
inspection and processing fee of$50. In the event the Company determines an impact study is necessary with respect 
to a Level 2 Application, the customer shall be responsible for any reasonable costs up to $1,000 for the initial 
impact study. The Company shall provide documentation of the actual cost of the impact study. Any other studies 
requested by the customer shall be at the customer's sole expense. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-5 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-5 

TARIFF N.M.S. (Cont'd) 
(Net Metering Service) 

TERMS AND CONDITIONS FOR INTERCONNECTION. 

To interconnect to the Company's distribution system, the customer's generating facility shall comply with the 
following te1ms and conditions: 

(I) The Company shall provide the customer net metering services, without charge for standard metering 
equipment, through a standard kilowatt-hour metering system capable of measuring the flow of electricity in 
two (2) directions. If the customer requests any additional meter or meters or distribution upgrades are 
needed to monitor the flow in each direction, such installations shall be at the customer's expense. 

(2) The customer shall install, operate, and maintain, at customer's sole cost and expense, any control, 
protective, or other equipment on the customer's system required by the Company's technical 
interconnection requirements based on IEEE 1547, the NEC, accredited testing laboratories such as 
Underwriters Laboratories, and the manufacturer's suggested practices for safe, efficient and reliable 
operation of the generating facility in parallel with Company's electric system. Customer shall bear full 
responsibility for the installation, maintenance and safe operation of the generating facility. Upon 
reasonable request from the Company, the customer shall demonstrate generating facility compliance. 

(3) The generating facility shall comply with, and the customer shall represent and warrant its compliance with: 
(a) any applicable safety and power quality standards established by IEEE and accredited testing 
laboratories such as Underwriters Laboratories; (b) the NEC as may be revised fi·om time to time; (c) 
Company's rules, regulations, and Company's Tenns and Conditions of Service as contained in Company's 
Retail Electric Tariff as may be revised fi·om time to time with the approval of the Kentucky Public Service 
Commission (Commission); (d) the rules and regulations of the Commission, as such rules and regulations 
may be revised fi·om time to time by the Commission; and (e) all other applicable local, state, and federal 
codes and laws, as the same may be in effect from time to time. Where required by law, customer shall pass 
an electrical inspection of the generating facility by a local authority having jurisdiction over the 
installation. 

(4) Any changes or additions to the Company's system required to accommodate the generating facility shall be 
considered excess facilities. Customer shall agree to pay Company for actual costs incmTed for all such 
excess facilities prior to construction. 

(5) Customer shall operate the generating facility in such a manner as not to cause undue fluctuations in 
voltage, intermittent load characteristics or otherwise interfere with the operation of Company's electric 
system. At all times when the generating facility is being operated in parallel with Company's electric 
system, customer shall so operate the generating facility in such a marmer that no adverse impacts will be 
produced thereby to the service quality rendered by Company to any of its other customers or to any electric 
system interconnected with Company's electric system. Customer shall agree that the interconnection and 
operation of the generating facility is secondmy to, and shall not interfere with, Company's ability to meet 
its primary responsibility of fumishing reasonably adequate service to its customers. 
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TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR INTERCONNECTION, continued 

(6) Customer shall be responsible for protecting, at customer's sole cost and expense, the generating facility from 
any condition or disturbance on Company's electric system, including, but not limited to, voltage sags or swells, 
system faults, outages, loss of a single phase of supply, equipment failures, and lightning or switching surges, 
except that the Company shall be responsible for repair of damage caused to the generating facility resulting 
solely from the negligence or willful misconduct on the part of the Company. 

(7) After initial installation, Company shall have the right to inspect and/or witness commissioning tests, as 
specified in the Level 1 or Level 2 Application and approval process. Following the initial testing and inspection 
of the generating facility and upon reasonable advance notice to customer, Company shall have access at 
reasonable times to the generating facility to perform reasonable on-site inspections to verif'y that the 
installation, maintenance, and operation of the generating facility comply with the requirements of this tariff. 

(8) For Level I and 2 generating facilities, where required by the Company, an eligible customer shall furnish and 
install on customer's side of the point of common coupling a safety disconnect switch which shall be capable of 
fully disconnecting the customer's energy generating equipment fi·om Company's electric service under the full 
rated conditions of the customer's generating facility. The extemal disconnect switch (EDS) shall be located 
adjacent to Company's meters or the location of the EDS shall be noted by placing a sticker on the meter, and 
shall be of the visible break type in a metal enclosure which can be secured by a padlock. If the EDS is not 
located directly adjacent to the meter, the customer shall be responsible for ensuring that the location of the EDS 
is properly and legibly identified for so long as the generating facility is operational. The disconnect switch shall 
be accessible to Company personnel at all times. The Company may waive the requirement for an EDS for a 
generating facility at its sole discretion, and on a case-by-case basis, upon review of the generating facility 
operating parameters and if permitted under the Company's safety and operating protocols. 

The Company shall establish a training protocol for line workers on the location and use of the EDS, and shall 
require that the EDS be used when appropriate, and that the switch be turned back on once the disconnection is 
no longer necessary. 

(9) Company shall have the right and authority at Company's sole discretion to isolate the generating facility or 
require the customer to discontinue operation of the generating facility if Company believes that: (a) continued 
interconnection and parallel operation of the generating facility with Company's electric system creates or 
contributes (or may create or contribute) to a system emergency on either Company's or customer's electric 
system; (b) the generating facility is not in compliance with the requirements of this tariff, and the 
noncompliance adversely affects the safety, reliability, or power quality of Company's electric system; or (c) the 
generating facility interferes with the operation of Company's electric system. In non-emergency situations, 
Company shall give customer notice of noncompliance including a description of the specific noncompliance 
condition and allow customer a reasonable time to cure the noncompliance prior to isolating the generating 
facilities. In emergency situations, when the Company is unable to immediately isolate or cause the customer to 
isolate only the generating facility, the Company may isolate the customer's entire facility. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-7 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-7 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR INTERCONNECTION, continued 

(I 0) Customer shall agree that, without the prior written permission from Company, no changes shall be made to the 
generating facility as initially approved. Increases in generating facility capacity will require a new "Application 
for Interconnection and Net Metering" which will be evaluated on the same basis as any other new application. 
Repair and replacement of existing generating facility components with like components that meet UL 1741 
certification requirements for Level I facilities and not resulting in increases in generating facility capacity is 
allowed without approval. 

(ll)To the extent permitted by law, the customer shall protect, indemnifY, and hold harmless the Company and its 
directors, officers, employees, agents, representatives and contractors against and from all loss, claims, actions 
or suits, including costs and attmneys fees, for or on account of any injury or death of persons or damage to 
property caused by the customer or the custorner,s employees, agents, representatives and contractors in 
tampering with, repairing, maintaining, or operating the customer,s generating facility or any related equipment 
or any facilities owned by the Company except where such injury, death or damage was caused or contributed to 
by the fault or negligence of the Company or its employees, agents, representatives, or contractors. 

The liability of the Company to the customer for injury to person and property shall be govemed by the tariff(s) 
for the class of service under which the customer is taking service. 

(12)The customer shall maintain general liability insurance coverage (through a standard homeowner's, connnercial, 
or other policy) for both Level 1 and Level 2 generating facilities. Customer shall, upon request, provide 
Company with proof of such insurance at the time that application is made for net metering. 

(13)By entering into an Interconnection Agreement, or by inspection, if any, or by non-rejection, or by approval, or 
in any other way, Company does not give any wananty, express or implied, as to the adequacy, safety, 
compliance with applicable codes or requirements, or as to any other characteristics, of the generating facility 
equipment, controls, and protective relays and equipment. 

(14)A customer's generating facility is transferable to other persons or service locations only after notification to the 
Company has been made and verification that the installation is in compliance with this tariff. Upon written 
notification that an approved generating facility is being transferred to another person, customer, or location, the 
Company will verifY that the installation is in compliance with this tariff and provide written notification to the 
customer(s) within 20 business days. If the installation is no longer in compliance with this tariff, the Company 
will notifY the customer in writing and list what must be done to place the facility in compliance. 

(15) The customer shall retain any and all Renewable Energy Credits (RECs) that may be generated by their 
generating facility. 
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TERM OF CONTRACT. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-8 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-8 

TARIFF N.M.S. 
(Net Metering Service) 

Any contract required under this tariff shall become effective when executed by both parties and shall continue in effect 
until terminated. The contract may be terminated as follows: (a) Customer may terminate the contract at any time by 
giving the Company at least sixty (60) days' written notice; (b) Company may terminate upon failure by the customer to 
continue ongoing operation of the generating facility; (c) either party may terminate by giving the other party at least 
thirty (30) days prior written notice that the other party is in default of any of the terms and conditions of the contract or 
the rules or any rate schedule, tariff, regulation, contract, or policy of the Company, so long as the notice specifies the 
basis for termination and there is opportunity to cure the default; (d) the Company may terminate by giving the customer 
at least thirty (30) days notice in the event that there is a material change in an applicable law, regulation or statute 
affecting this Agreement or which renders the system out of compliance with the new law or statute. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company's Terms and Conditions of Service and all provisions of the standard service tariff 
under which the customer takes service. This tariff is also subject to the applicable provisions of the Company's 
Technical Requirements for Interconnection. 

(Cont'd on Sheet No. 27-9) 

DATE OF ISSUE: December 23,2014 

TITLE: Director Regulatory Services 

By Authoritv Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 



 
Exhibit JAR-9 

Page 143 of 191
KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORlGlNAL SHEET NO. 27-9 
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TARIFF N.M.S. 
(Net Metering Service) 

Application For Interconnection And Net Metering- Levell 

Use this Application only for: 1.) a generating facility that is inverter based and certified by a nationally recognized testing 
laboratory to meet the requirements of UL 1741, 2.) less than or equal to 30 kW generation capacity mul3.) connecting to 
Kentucky Power distribution system. 

Submit this Application to: 

Teny Jlemswotth D. G. Coordinator (Contact person listed is subject to change. 
American Electric Power Please visit our website for up-to-date 
1 Riverside Plllza information http://www.kentuckypower.com) 
Columbus, Ohio 43215-2373 
614-716-4020 Office/ 614-716-1414 Fax 

tlt&'lfSH'BHh@aeEJ.eem dgcoordinatm@aep.com 

Applicant 

}lrune: _______________________________________ ___ 

Mailing Address:------------------------------------------------------------------

City: _____________________ State: ________ Zip: _____ _ 

Phone: L__) Phone: L__) _______________ ___ 

E-mail address:--------------------------------------------------

Service Location 

Street Address:---------------------------------------------------------------------

City: State: Zip: ------------------------------------------------ -------------- --------------

Electric Service Account }lmnber: 

Alternate Contacts 

Provide names and contact informaNonfor other contractors, installers, or engineering firms involved in the design and 

installation of the generating facilities: 

Company 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-10 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-10 

TARIFF N.M.S. 
(Net Metering Service) 

APPLICATION FOR INTERCONNECTION AND NET METERING, 
LEVEL I- CONTINUED 

Equipment Qualifications 

Energy Source: ( ) Solar ( ) Wind ( ) Hydro ( ) Biogas ( ) Biomass 

Inverter Manufacturer: ___________ Model: _______________ _ 

Inverter Power Rating: Voltage Rating: ___________ _ 

Power Rating of Energy Source (i.e., solar panels, wind turbine): ______________ _ 

Battery Storage: ()Yes ()No If Yes, Battety Power Rating: _____________ _ 

Attach documentation showing that inverter is certified by a naOonally recognizes testing laboratmy to meet the 
requirements of UL 1741. 

Attach site drawing or sketch showing locaUons of Kentucky Power Company mete1~ energy source, accessible 
disconnect switch and inverter. 

Attach single line drawing showing all electrical equipment from the metering location to the energy source including 
switches, fuses, breakers, panels, transformers, inverters, energy source, wire size, equipment ratings, and transformer 
connecUons. 

Expected Start-up Date: _________ _ 
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KENTUCKY POWER COMPANY 

TERMS AND CONDITIONS FOR LEVEL 1: 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-11 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-11 

TARIFF N.M.S. 
(Net Metering Service) 

I Kentucky Power Company (Company) shall provide customer net metering services, without charge for standard 
metering equipment, through a standard kilowatt-hour metering system capable of measuring the flow of electricity in 
two (2) directions. If the customer requests any additional meter or meters or distribution upgrades are needed to monitor 
the flow in each direction, such installations shall be at the customer's expense. 

2 Customer shall install, operate, and maintain, at customer's sole cost and expense, any control, protective, or other 
equipment on the customer's system required by the Company's technical interconnection requirements based on IEEE 
1547, the NBC, accredited testing laboratories such as Underwriters Laboratories, and the manufacturer's suggested 
practices for safe, efficient, and reliable operation of the generating facility in parallel with Company's electric system. 
Customer shall bear full responsibility for the installation, maintenance, and safe operation of the generating facility. 
Upon reasonable request from the Company, customer shall demonstrate generating facility compliance. 

3 The generating facility shall comply with, and the customer shall represent and warrant its compliance with: (a) any 
applicable safety and power quality standards established by the Institute of Electrical and Electronics Engineers (IEEE) 
and accredited testing laboratories such as Underwriters Laboratories (UL); (b) the National Electrical Code (NEC) as 
may be revised from time to time; (c) Company's rules, regulations, and Company's Terms and Conditions of Service as 
contained in Company's Retail Electric Tariff as may be revised from time to time with the approval of the Kentucky 
Public Service Commission (Commission); (d) the 11Jies and regulations of the Commission, as such rules and 
regulations may be revised from time to time by the Commission; and (e) all other applicable local, state, and federal 
codes and laws, as the same may be in effect fi·om time to time. Where required by law, customer shall pass an electrical 
i~Jspection ofthe generating facility by a local authority having jurisdiction over the installation. 

4 Any changes or additions to the Company's system required to accommodate the generating facility shall be considered 
excess facilities. Customer shall agree to pay Company for actual costs incurred for all such excess facilities prior to 
construction. 

5 Customer shall operate the generating facility in such a manner as not to cause undue fluctuations in voltage, intermittent 
load characteristics, or otherwise interfere with the operation of Company's electric system. At all times when the 
generating facility is being operated in parallel with Company's electric system, customer shall so operate the generating 
facility in such a manner that no adverse impacts will be produced thereby to the service quality rendered by Company to 
any of its other customers or to any electric system interconnected with Company's electric system. Customer shall agree 
that the interconnection and operation of the generating facility is secondary to, and shall not interfere with, Company's 
ability to meet its p1imary responsibility of furnishing reasonably adequate service to its customers. 

6 Customer shall be responsible for protecting, at customer's sole cost and expense, the generating facility fi·om any 
condition or disturbance on Company's electric system, including, but not limited to, voltage sags or swells, system 
faults, outages, loss of a single phase of supply, equipment failures, and lightning or switching surges, except that the 
Company shall be responsible for repair of damage caused to the generating facility resulting solely from the negligence 
or willful misconduct on the part ofthe Company. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-12 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-12 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 1, continued 

7 After initial instalJation, Company shall have the right to inspect and/or witness commissioning tests, as 
specified in the Level I or Level2 Application and approval process. Following the initial testing and inspection 
of the generating facility and upon reasonable advance notice to customer, Company shall have access at 
reasonable times to the generating facility to perform reasonable on-site inspections to verity that the 
installation, maintenance and operation of the generating facility comply with the requirements of this tariff. 

8 For Level 1 generating facilities, where required by the Company, an eligible customer shall furnish and install 
on customer's side of the point of common coupling a safety disconnect switch which shall be capable of fully 
disconnecting the customer's energy generating equipment from Company's electric service under the full rated 
conditions of the customer's generating facility. The external disconnect switch (EDS) shall be located adjacent 
to Company's meters or the location of the EDS shall be noted by placing a sticker on the meter, and shall be of 
the visible break type in a metal enclosure which can be secured by a padlock. If the EDS is not located directly 
adjacent to the meter, the customer shall be responsible for ensuring the location of the EDS is properly and 
legibly identified for so long as the generating facility is operational. The disconnect switch shall be accessible 
to Company personnel at all times. The Company may waive the requirement for an EDS for a generating 
facility at its sole discretion, and on a case-by-case basis, upon review of the generating facility operating 
parameters and ifpennitted under the Company's safety and operating protocols. 

The Company shall establish a training protocol for line workers on the location and use of the EDS, and shall 
require that the EDS be used when appropriate, and that the switch be tumed back on once the disconnection is 
no longer necessary. 

9 Company shall have the right and authority at Company's sole discretion to isolate the generating facility or 
require the customer to discontinue operation of the generating facility if Company believes that: (a) continued 
interconnection and parallel operation of the generating facility with Company's electric system creates or 
contributes (or may create or contribute) to a system emergency on either Company's or customer's electric 
system; (b) the generating facility is not in compliance with the requirements of this tariff, and the 
noncompliance adversely affects the safety, reliability or power quality of Company's electric system; or (c) the 
generating facility interferes with the operation of Companis electric system. In non-emergency situations, 
Company shall give customer notice of noncompliance including a description of the specific noncompliance 
condition and allow customer a reasonable time to cure the noncompliance prior to isolating the generating 
facilities. In emergency situations, when the Company is unable to immediately isolate or cause the customer to 
isolate only the generating facility, the Company may isolate the customer's entire facility. 

10 Customer shall agree that, without the prior written permission fi·om Company, no changes shall be made to the 
generating facility as initially approved. Increases in generating facility capacity will require a new "Application 
for Interconnection and Net Metering" which will be evaluated on the same basis as any other new application. 
Repair and replacement of existing generating facility components witl1 like components that meet UL 1741 
certification requirements ±Or Level I facilities and not resulting in increases in generating facility capacity is 
allowed without approval. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-13 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-13 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL l, continued 

11 To the extent permitted by law, the customer shall protect, indemnify, and hold harmless the Company and its 
directors, officers, employees, agents, representatives and contractors against and from all loss, claims, actions 
or suits, including costs and attorneys fees, for or on account of any injury or death of persons or damage to 
property caused by the customer or the customer,s employees, agents, representatives and contractors in 
tampering with, repairing, maintaining or operating the customer's generating facility or any related equipment 
or any facilities owned by the Company except where such injury, death or damage was caused or contributed to 
by the fault or negligence of the Company or its employees, agents, representatives, or contractors. 

The liability ofthe Company to the customer for injury to person and property shall be governed by the tariff(s) 
for the class of service under which the customer is taking service. 

12 The Customer shall maintain general liability insurance coverage (through a standard homeowner's, commercial, 
or other policy) for Level I generating facilities. Customer shall, upon request, provide Company with proof of 
such insurance at the time that application is made for net metering. 

13 By entering into an Interconnection Agreement, or by inspection, if any, or by non-rejection, or by approval, or 
in any other way, Company does not give any wananty, express or implied, as to the adequacy, safety, 
compliance with applicable codes or requirements, or as to any other characteristics, of the generating facility 
equipment, controls, and protective relays and equipment. 

14 Customer's generating facility is transferable to other persons or service locations only after notification to the 
Company has been made and verification that the installation is in compliance with this tariff. Upon written 
notification that an approved generating facility is being transferred to another person, customer, or location, the 
Company will verify that the installation is in compliance with this tariff and provide written notification to the 
Customer(s) within 20 business days. lfthe installation is no longer in compliance with this tariff, the Company 
will notify the customer in writing and list what must be done to place the facility in compliance. 

15 The customer shall retain any and all Renewable Energy Credits (RECs) that may be generated by their 
generating facility. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-14 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-14 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 1. continued 

Effective Term and Termination Rights 

This Agreement becomes effective when executed by both parties and shall continue in effect until terminated. This Agreement may be terminated as 

follows: (a) Customer may terminate this Agreement at any time by giving the Company at least sixty (60) days' written notice; (b) Company may 

tenninatc upon failure by the Customer to continue ongoing operation of the generating facility; (c) either party may fcrminatc by giving the other party 

at least thirty (30) days prior written notice that the other party is in default of any of the terms and conditions of the Agreement or the Rules or any rate 

schedule, tariff, regulation, contract, or policy of the Company, so long as the notice specifics the basis for termination and there is opportunity to cure 

the default; (d) the Company may terminate by giving the Customer at least thirty (30) days notice in the event that there is a material change in an 

applicable law, regulation or statute affecting this Agreement or which renders the system out of compliance with the new law or statute. I hereby 

certifY that, to the best of my knowledge, all of the infommtion provided in this Application is true, and I agree to abide by all the Terms and Conditions 

included in this Application for h1terconnection and Net Metering and Company's Net Metering Tariff. 

Customer Signature: _________________ Date: ________ _ 

COMPANY APPROVAL SECTION 

When signed below by a Company representative, Application for Interconnection and Net Metering is approved subject to the provisions contained in 
this Application and as indicated below. 

Company inspection and witness test: ()Required ()Waived 

If Company inspection and witness test is required, Customer shall notifY the Company within three (3) business days of completion of the generating 
facility installation and schedule an inspection and witness test with the Company to occur within ten (1 0) business days of completion of the generating 
facility installation or as otherwise agreed to by the Company and the Customer. Unless indicated below, the Customer may not operate the generating 
facility until such inspection and witness test is successfully completed. Additionally, the Customer may not operate the generating facility until all 
other tenns and conditions in the Application have been met. 

Call: __________ to schedule an inspection and witness test. 

Pre-Inspection operational testing not to exceed two (2) hours: ()Allowed ()Not Allowed 

If Company inspection and witness test is waived, operation of the generating facility may begin when installation is complete, and all other terms and 
conditions in the Application have bcenmet. 

Additions, Changes, or Clarifications to Application Information: ()None ()As specified here: 

Approved by: ----------------~Date: _______ _ 

Printed Name: __________________ Title: ________ _ 
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CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-15 

TARIFF N.M.S. 
(Net Metering Service) 

Application for Interconnection and Net Metering- Level2 

Use tit is Application form for connecting to lite Kentucky Powet distribution system and: 1.) tlte generating facility is 
not inverter based or is not certified by a nationally 1·ecognized testing lt1bort1tory to meet tlte requirements of UL 
1741 m· 2.) does not meet any of lite additional conditions under a Levell Application (invater based ant/less titan 
or equal to 30kW genemtion). 

Submit this Application (along with the application fee of $1 00) to: 

TeHy H£91tsworJ!t DG Coordinator 
American Electric Power 
1 Riverside Plaza 

(Contact person listed is subject to change. 
Please visit our website for up-to-date 
information http://www.kentuckypower.com) 

Columbus, Ohio 43215-2373 
614-716-4020 Ofjice/614-716-1414 Fax 
tl!tem:SJVoFill@neo.eem dgcoonlinatOJ' 

Applicant 

Nmne: ______________________________________________________________________________ ___ 

Mailing Address: --------------------------------------------------------------------

City: _____________________ State: ______ Zip: _______ _ 

Project Contact Person: __________________________________________________________________ __ 

Phone: L_j ______________ Phone: L_j _____________ _ 

E-mail Address: ---------------------------------------------------------------------

Service Location 

Street Address: -------------------------------------------------------------------

City: ____________________ State: ______ Zip: _______ _ 

Electric Service Account Number: ---------------------------------------------------------

Alternate Contacts 

Provide names and contact information for other contractors, installers, or engineering firms involved in the design and 

installation of the generating facilities: 

Company 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-16 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-16 

TARIFF N.M.S. 
(Net Metering Service) 

APPPLICA TION FOR INTERCONNECTION AND NET METERING, 
LEVEL 2 - CONTINUED 

Equipment Qualifications 

Total Generating Capacity (leW) ofthe Generating Facility: _________________ _ 

Type of Generator: ( ) Inverter-Based ( ) Synchronous ( ) Induction 

Energy Somce: ( ) Solar ( ) Wind ( ) Hydro ( ) Biogas ( ) Biomass 

Attach documentation showing that inverter is certified by a naNonally recognizes testing laboratOJy to meet the 
requirements ofUL 1741. 

Attach site drawing or sketch showing locations of Kentucky Power Company mete1~ energy source, accessible 
disconnect switch and inverter. 

Attach single line drawing showing all electrical equipment from the metering location to the energy source including 
switches, fuses, breakers, panels, transformers, inverters, energy source, wire size, equipment ratings, and transformer 

connections. 

Expected Start-up Date: ______________ _ 
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TARIFF N.M.S. 
(Net Metering Service) 

Interconnection Agreement- Level 2 

This Interconnection Agreement (Agreement) is made and entered into this __ day of • 20 ~ by 
and between Kentucky Power Company (Company), and (Customer). 
Company and Customer are hereinafter sometimes referred to individually as "Party" or collectively as "Parties" 

Witnesseth: 

Whereas, Customer is installing, or has installed, generating equipment, controls, and protective relays and 
equipment (Generating Facility) used to intercmmect and operate in parallel with Company's electric system, 
which Generating Facility is more fully described in Exhibit A, attached hereto and incorporated herein by this 
Agreement, and as follows: 

Location: 

Generator Size and Type: 

Now, Therefore, in consideration thereof, Customer and Company agree as follows: 

Company agrees to allow Customer to interconnect and operate the generating Facility in parallel with the 
Company's electric system and Customer agrees to abide by Company's Net Metering Tariff and all Terms and 
Conditions listed in this Agreement including any additional conditions listed in Exhibit A. 
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CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-18 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 2: 

To interconnect to the Kentucky Power Company (Company) distribution system, the customer's generating facility shall 
comply with the following terms and conditions: 

Company shall provide customer net metering services, without charge for standard metering equipment, 
through a standard kilowatt-hour metering system capable of measuring the flow of electricity in two (2) 
directions. If the customer requests any additional meter/meters or distribution upgrades are needed to monitor 
the flow in each direction, such installations shall be at the customer's expense. 

2 Customer sha11 instal1, operate, and maintain, at customer's sole cost and expense, any control, protective, or 
other equipment on the customer's system required by the Company's technical interconnection requirements 
based on IEEE 1547, the NEC, accredited testing laboratories such as Underwriters Laboratories, and the 
manufacturer's suggested practices for safe, efficient, and reliable operation of the generating facility in parallel 
with Company's electric system. Customer shall bear full responsibility for the installation, maintenance, and 
safe operation of the generating facility. Upon reasonable request from the Company, customer shall 
demonstrate generating facility compliance. 

3 The generating facility shall comply with, and the customer shall represent and warrant its compliance with: (a) 
any applicable safety and power quality standards established by the Institute of Electrical and Electronics 
Engineers (IEEE) and accredited testing laboratories such as Underwriters Laboratories (UL); (b) the National 
Electrical Code (NEC) as may be revised fi·om time to time; (c) Company's rules, regulations, and Company's 
Terms and Conditions of Service as contained in Company's Retail Electric Tariff as may be revised from time 
to time with the approval of the Kentucky Public Service Commission (Commission); (d) the rules and 
regulations of the Commission, as such rules and regulations may be revised fi·om time to time by the 
Commission; and (e) all other applicable local, state, and federal codes and laws, as the same may be in effect 
from time to time. Where required by law, customer shall pass an electrical inspection of the generating facility 
by a local authority having jurisdiction over the installation. 

4 Any changes or additions to the Company's system required to accommodate the generating facility shall be 
considered excess facilities. Customer shall agree to pay Company for actual costs incurred for all such excess 
facilities prior to construction. 

5 Customer shall operate the generating facility in such a manner as not to cause undue fluctuations in voltage, 
intermittent load characteristics, or otherwise interfere with the operation of Company's electric system. At all 
times when the generating facility is being operated in parallel with Company's electric system, customer shall 
so operate the generating facility in such a manner that no adverse impacts will be produced thereby to the 
service quality rendered by Company to any of its other customers or to any electric system interconnected with 
Company's electric system. Customer shall agree that the interconnection and operation of the generating facility 
is secondary to, and shall not interfere with, Company's ability to meet its primary responsibility of furnishing 
reasonably adequate service to its customers. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 27-19 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 27-19 

TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 2, continued 

6 Customer shall be responsible for protecting, at Customer's sole cost and expense, the generating facility from 
any condition or disturbance on Company's electric system, including, but not limited to, voltage sags or swells, 
system faults, outages, loss of a single phase of supply, equipment failmes, and lightning or switching smges, 
except that the Company shall be responsible for repair of damage caused to the generating facility resulting 
solely from the negligence or willful misconduct on the part of the Company. 

7 After initial installation, Company shall have the right to inspect and/or witness commissioning tests, as 
specified in the Levell or Level2 Application and approval process. Following the initial testing and inspection 
of the generating facility and upon reasonable advance notice to customer, Company shall have access at 
reasonable times to the generating facility to perform reasonable on-site inspections to verifY that the 
installation, maintenance and operation of the generating facility comply with the requirements of this tariff. 

8 For Level 2 generating facilities, where required by the Company, an eligible customer shall furnish and install 
on customer's side of the point of common coupling a safety disconnect switch which shall be capable of fully 
disconnecting the customer's energy generating equipment from Company's electric service under the ful1 rated 
conditions of the customer's generating facility. The external disconnect switch (EDS) shall be located adjacent 
to Company's meters or the location of the EDS shall be noted by placing a sticker on the meter, and shall be of 
the visible break type in a metal enclosme which can be secured by a padlock. If the EDS is not located directly 
adjacent to the meter, the customer shall be responsible for ensuring the location of the EDS is properly and 
legibly identified for so long as the generating facility is operational. The disconnect switch shall be accessible 
to Company personnel at all times. The Company may waive the requirement for an EDS for a generating 
facility at its sole discretion, and on a case-by-case basis, upon review of the generating facility operating 
parameters and if permitted under the Company's safety and operating protocols. 

The Company shall establish a training protocol for line workers on the location and use of the EDS, and shall 
require that the EDS be used when appropriate, and that the switch be turned back on once the disconnection is 
no longer necessary. 

9 Company shall have the right and authority at Company's sole discretion to isolate the generating facility or 
require the customer to discontinue operation of the generating facility if Company believes that: (a) continued 
interconnection and parallel operation of the generating facility with Company's electric system creates or 
contributes (or may create or contribute) to a system emergency on either Company's or customer's electric 
system; (b) the generating facility is not in compliance with the requirements of this tariff, and the 
noncompliance adversely affects the safety, reliability or power quality of Company's electric system; or (c) the 
generating facility interferes with the operation of Company's electric system. In non-emergency situations, 
Company shall give customer notice of noncompliance including a description of the specific noncompliance 
condition and allow customer a reasonable time to cure the noncompliance prior to isolating the generating 
facilities. In emergency situations, when the Company is unable to immediately isolate or cause the customer to 
isolate only the generating facility, the Company may isolate the customer's entire facility. 
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TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 2, continued 

I 0 Customer shall agree that, without the prior written permission fi·om Company, no changes shall be made to the 
generating facility as initially approved. Increases in generating facility capacity will require a new "Application 
for Interconnection and Net Metering" which will be evaluated on the same basis as any other new application. 
Repair and replacement of existing generating facility components with like components not resulting in 
increases in generating facility capacity is allowed without approval. 

II To the extent permitted by law, the customer shall protect, indemnify, and hold hmmless the Company and its 
directors, officers, employees, agents, representatives and contractors against and from all loss, claims, actions 
or suits, including costs and attorneys fees, for or on account of any injury or death of persons or damage to 
property caused by the customer or the customer1s employees, agents, representatives and contractors in 
tampering with, repairing, maintaining or operating the customer1s generating facility or any related equipment 
or any facilities owned by the Company except where such injury, death or damage was caused or contributed to 
by the fault or negligence of the Company or its employees, agents, representatives, or contractors. 

The liability of the Company to the customer for injury to person and property shall be governed by the tariff(s) 
for the class of service under which the customer is taking service. 

12 The customer shall maintain general liability insurance coverage (through a standard homeowner's, commercial, 
or other policy). Customer shall provide Company with proof of such insurance at the time that application is 
made for net metering. 

13 By entering into an Interconnection Agreement, or by inspection, if any, or by non-rejection, or by approval, or 
in any other way, Company does not give any walTanty, express or implied, as to the adequacy, safety, 
compliance with applicable codes or requirements, or as to any other characteristics, of the generating facility 
equipment, controls, and protective relays and equipment. 

14 Customer's generating facility is transferable to other persons or service locations only after notification to the 
Company has been made and verification that the installation is in compliance with this tariff. Upon written 
notification that an approved generating facility is being transfe1Ted to another person, customer, or location, the 
Company will verify that the installation is in compliance witb this tariff and provide written notification to the 
customer(s) within 20 business days. If the installation is no longer in compliance with this tariff, the Company 
will notify the customer in writing and list what must be done to place the facility in compliance. 

15 The customer shall retain any and all Renewable Energy Credits (RECs) that may be generated by their 
generating facility. 
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TARIFF N.M.S. 
(Net Metering Service) 

TERMS AND CONDITIONS FOR LEVEL 2, continued 

Effective Term and Termination Rights 

This Agreement becomes effective when executed by both parties and shall continue in effect until terminated. This 

Agreement may be terminated as follows: (a) Customer may terminate this Agreement at any time by giving the 

Company at least sixty (60) days' written notice; (b) Company may tetminate upon failure by the Customer to continue 

ongoing operation of the generating facility; (c) either party may terminate by giving the other party at least thirty (30) 

days prior written notice that the other party is in default of any of the terms and conditions of the Agreement or the Rules 

or any rate schedule, tariff, regulation, contract, or policy of the Company, so long as the notice specifies the basis for 

termination and there is opportunity to cure the default; (d) the Company may terminate by giving the Customer at least 

thirty (30) days notice in the event that there is a material change in an applicable law, regulation or statute affecting this 

Agreement or which renders the system out of compliance with the new law or statute. 

IN WITNESS WHEREOF, the Parties have executed this Agreement, effective as of the date first above written. 

Customer Signature: 

Printed Name: 

Company Signature: 

Printed Name: 
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TARIFFN.M.S. 
(Net Metering Service) 

Interconnection Agreement- Level 2 
Exhibit A 

• Exhibit A will contain additional detailed information about the Generating Facility such as a single line 

diagram. relay settings, and a description of operation. 

• When construction of the Company's facilities is required, Exhibit A will also contain a description and 

associated cost. 

• Exhibit A will also specify requirements for a Company inspection and witness test and when limited operation 
for testing or full operation may begin. 
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·' 

KENTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 28-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 28-1 

TARIFF C.C. 
(Capacity Charge) 

'T'o 'T'atil'ls R.S .. R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D. 2. S.G.S., lll'JlerimeHtal S.G.S.-T.O.D .. IVI.G.S., M.G.S.- T 
T.O.D .. L.G.S .. L.G.S.-T.O.D., Q.P., C.l.P. T.O.D. I.G.S. C.S.-I.R.P .. M.W., O.L. and S.L. T 

Service Tarifl' 
All Other C.J.P. T.O.D. I.G.S. 

Energy Charge per KWH per month $ 9.999979 0.001182 $ Q.QQQ887 0.000659 

RATE CALCULATION. 

l. Pursuant to the final order of the Kentucky Public Service Commission in Case No. 2004-00420 and the Settlement and 
Stipulation Agreement dated October 20, 2004 as filed and approved by the Commission, Kentucky Power Company is to 
recover fi·om retail ratepayers the supplemental annual payments tied to the 18-year extension of the Rockport Unit PO\ver 
Service Agreement (UPSA). Kentucky Power will apply surchm·gcs designed to enable recovery from each tariff class of 
customers, an annual supplemental payment of$5.1 million annually in Years 2005 through 2009, and then increases to $6.2 
million annually in Years 2010 through 2021, and then decreases to $5,792,329 in Year 2022. 

2. Kentucky Pmver will be entitled to receive these annual supplemental payments in addition to the base retai I rates established 
by the Commission. The costs associated with the underlying Rockport Unit 1 and 2 UPSA will continue to be included in 
base rates. 

3. The increased annual revenues will be generated by two different KWH rates, one for CIP TOD f.G.S. 1oriff customers and 
one for All Other tariff customers. 

4. The allocation of the additional revenues to be collected from the CIP TOD I.G.S. tariff customers and AI! Other tariiT 
customers will be based upon the total annual revenue of each of the twoMcustomer classes. Once the additional revenues 
have been allocated between the two customer classes based upon total annual Kentucky retail revenue, the additional 
revenue will be collected within the two customer classes (CIP TOD I.G.S. and All Other tariffs) on a KWH basis. The 
KW!-1 rate to be applied to each of these two customer class groups shall be sufficient to generate that portion or the total 
increase in annual revenues equal to the percentage of total annual revenues produced by each or the two customer class 
groups (CIP TOD I.G.S. and All Other tariffs). 

5. The Stipulation and Settlement Agreement is made upon the express agreement by the Parties that the receipt by Kentucky 
Power of the additional revenues called for by Section Ill( I )(a) and III(l )(b) shall be accorded the ratcmuking treatment set 
out in Section III. In any proceeding affecting the rates of Kentucky Power during the extension of the UPSA under this 
Stipulation and Settlement Agreement, the provisions of Section III arc an express exception to Section VI(4) of the 
Stipulation and Settlement Agreement. 

6. The Capacity Charge factors will be applied to bills monthly and will be shown on the Customer's bill as a separate line item. 
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KENTUCKY POWER COMPANY 

RATE CALCULATION. (Cont'd) 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 28-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 28-2 

TARIFF C.C. 
(Capacity Charge) Cont'd 

7. The capacity charge will be a4Justed annually to recover amounts authorized by the Commission. 

The annual adjustment shall be determined as follows: 

;/. Calculate the revenue over I under collection for the previous 12 month period, REVbil/ed- REVsettlement = 

B. Calculate the revenue requirement for the upcoming 12 month period, REf/settlement+ REVdiff= REI/authorized 

C. Calculate Capacity Charge Rates for the upcoming 12 month period, 

REV authorized x (REVJGS I REVTotal) 
/CiS' Capacity Charge 

kWhJGS 

REV authorized x (REVAII Other I R8VTotal) 
All Other Capacity Charge = 

kVVhAII Other 
Where: 

"REVTota/'' is the total revenue billed during the most recently available 12 month period. 

"Wc:V1GS" is the total JGS customer class revenue billed during the most recently available 12 month period. 

"RET';l/1 Other" is the revenue billed from all other customer classes during the most recently available 12 month period. 

"k WhiGS" is the JGS customer class total kWh billed during the most recently available 12 month period. 

REVdijj 

"k WhA/1 Other" is the total kWh billed to all customer classes other than !GS during the most recently available 12 month period. 

"REVb;t/ed" is the total capacity charge revenue billed during the most recently available 12 month period. 

"!?f.:Vsettlement'' is the $6.2 million amount authorized to be billed during the 12 month period. 

"REVdijf"' is the d([ference between capacity charge revenues billed and 1r11hat the Company is authorized to collect in a 12 
month period. 

"REV authorized" is the capacity charge amount to be billed over the upcoming 12 month period. 

8. The annual Capacity Charge Ac(justment shall be filed with the Commission ten (I 0) days befOre it is scheduled to go into effect, 

along with all necessmJ' supporting data to justifY the amount of the acljustments, which shall include data and in.f(mnation as may 

he required by the Commission. 

Copies of a!! documents required to be filed with the Commission shall be open and made available for public inspection at the 

N 

(!!/ice qfthe l_)ublic Service Commission pursuant to the provisions qf KRS 61.870 to 61.884. N 
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KENTUCKY POWER COMPANY 

APPLICABLE. 

P.S.C. KY. N0.10 ORIGINAL SHEET NO. 29-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-1 

TARIFF E.S. 
(Environmental Surcharge) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D. 2, S.G.S., Bl'!lerimental S.G.S.-T.O.D., M.G.S., M.G.S.- T 
T.O.D., L.G.S., L.G.S.-T.O.D., Q.l'., C.!.!'. T.O.D., IG.S., C.S.-I.R.P., M.W., O.L., and S.L. T 

ill aeeordanee witl:i the Stipu1ation 811:8- Settlem:eHt AgreemeRt 8fJprovec4 B) the Commissien By its OFEler EiateEi OeteBer 7, 2Gl3 iH Case }!o. 2012 
00578, the }.4oHtflly Ew:ironmental Sun~Rarge faetor will Be fHced anEI FRaintaineEl at 0.00% tmtil ne\Y Base rates are first estaBlisfleEi By 
Commission after ~he effeetive Elate of tHis tariff witHout regarEl to the eale~;~lal:ion of tlle Monthly BnYirenmeHffil Sl.:lrffiaFge Faster Hader 
f1aragra)3fls 1 tHrougH 1 Below. Also, t 

The environmental surcharge shall provide for monthly adjustments based on a percent of revenues, equal to the difference behveen the 
environmental compliance costs in the base period as provided in Paragraph J- 2 below and in the current period as provided in Paragraph 3 
below. 

The retail share of the revenue requirement will tlwn-be allocated between residential and non-residential retail customers based upon their 
respective total revenues during the previous calendar year. The Environmental Surcharge will be implemented as a percentage of total revenues 
for the residential class and as a percentage of non-fuel revenues for all other customers. when new base rates are sstaBiisHeEl. 

1. THe envirenmsntal s~:~reHarge sHall fJre·, ide fer mentHly aEljustmea-ts Based en a pereeR-t ef revenues, eE(ual to 
tHe Eli:ffcn:mee Between the ew:ireHmeetal eemplianee eests in tfle Base peri eEl as previEleEI in ParagrapH 3 
Belew aBEl in the eummt pefied aeeerding te the fe11ewing ferm~:~la: 

Menthly En-vffonmental Surefl&ge faeter ~let KY Retail E(m) 
J<:c Y Retail R(m) 

-WI><-. 
Net KY Retail E(m) 

KY Re~ail R(m) 

Memflly E(m) alJeeateEi te Ken~ueky Retail C1:1stemen;, aet efOver/ 
(Under) Ro9eevef)' Adj"astment; Alleea-tiea baseEi en Pereentage ef 
Kentueley Retail REN'eAues te Tetal CeFRf.laA)' R&"lenues in the Exflense 
MeHtl!. 

(For fHlfJ38Ses eftA: is fommla, TetaJ CBFRflatlJ' Revenues Be Ret ineluEie 
PJeH PH-ysieal ReveRUes.) 

Kentueky Retail R~veFHI:eS fer the €KfleB:Se P.4entH. 

1. ;6, Monthly Environmental Surcharge Gross Revenue Requirement, E(m) 

Where: E(m) 
CR.R 
BR.R 

DATE OF ISSUE: December 23,2014 

CR.R- BR.R 
Current Period Revenue Requirement for the Expense Month. 
Base Period Revenue Requirement. 
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KENTUCKY POWER COMPANY 

RATE (Cont'd) 

2.J.:. Base Period Revenue Requirement, BRR 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-2 

TARIFF E.S. (Con!' d) 
(Environmental Surcharge) 

BRR The FoJlowing Monthly Amounts: 

Billing Month 

JANUARY 
FEBRUARY 
MARCH 
APRIL 
MAY 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 

Base Net 
Environmental Costs 

$ J,991,h" $ 2,750,919 
J,§9Q,81Q $ 2,738,884 
J,a§I,J+4 $ 2,851,531 
J,64'1,Q4Q $ 2,909,965 
J.n~.§9Q $ 2,897,250 
J,a~+.~+4 $ 2,835,973 
J,8Q§,J., $ 3,567,407 
4,Q88,8JQ $ 3,319,549 
J,'I4Q,QIQ $ 3,378,515 
J,~aG,JQ~ $ 3,097,929 
~.na,G4Q $ 2,994,579 
4 Q+4 J~l $ 2 996160 

~4418!iQ'I9 $36,338,660 

In accordance with the Stipulation and Settlement Agreement approved by the Commission by its Order dated October 7, 2013 in Case 
No. 2012-00578, the Mitchell FGD and all related associated costs are not included in base rates or the Base Revenue Requirement but 
will be included in the Current Period Revenue Requirement. The Mitchell FGD will be excluded ji-om Base Rates at least until June 30, 
2020. 

3.-4- Current Period Revenue Requirement, CRR 

CRR~[((RBKP(c ))(RORKP(c))/12) + OEKP(o) + [((RBIM(o )) (RORIM(o ))/12) + OEIM(o )] (.15)- AS] 

Where: 
Environmental Compliance Rate Base for Big SaHEl)'. lvHtchell. 

RORKP(C) Annual Rate of Return on "Big Santly Mitchell Rate Base; 
Annual Rate divided by 12 to restate to a Monthly Rate of Return. 
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RATE (Cont'd) 

OEKl'(C) 

RBIM(C) 

RORIM(C) 

AS 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-3 

TARIFF E.S. (Coot' d) 
(Environmental Surcharge) 

Monthly Pollution Control Operating Expenses for Big gandy. JHitche/1. 

Environmental Compliance Rate Base for Rockport. 

Annual Rate of Return on Rockport Rate Base; 
Annual Rate divided by 12 to restate to a Monthly Rate of Return. 

Monthly Pollution Control Operating Expenses for Rockport. 

Net proceeds from the sale of Title IV and CSAPR S02 emission allowances, 
ERCs, and NOx emission allowances, re11ected in the month 
of receipt. +fle-&G2' allewanee sales ean l=.le frem either gpA 
AHetiens er the AEP ffiterif.H AJJew-a»se Agreement AJJeealiens. 

"KP(C)" identifies components from the Big SaAEl) Mitchell Units- Current Period, and "IM(C)" identifies components from the 
Indiana Michigan Power Company's Rockport Units- Current Period. 

The Rate Base for both Kentucky Power and Rockport should re11ect the current costs associated with the 1997 Plan, -att4 the 2003 
Plan, the 2005 Plan, the 2007 Plan and the 2014 Plan. The Rate Base for Kentucky Power should also include a cash vmrking capital 
allowance based on the 1/8 formula approach, due to the inclusion of Kentucky Power's accounts receivable financing in the capital 
structure and weighted average cost of capital. The Operating Expenses for both Kentucky Power and Rockport should rellect the 
current operating expenses associated with the 1997 Plan, the 2003 Plan, the 2005 Plan, -ROO the 2007 Plan, and the 2014 Plan 

The Rate of Return for Kentucky Power is~ 10.62% rate of return on equity as authorized by the Commission in its J-HHe 2-9, 
~Order DatedXXXXXXXXXin Case No. 2014-00396 ;>,QQ9 QQ-159 t:l ~age a. 

The Rate of Return for Rockport should reflect the requirements of the Rockport Unit Power Agreement. 

Net Proceeds from the sale of emission allowances and ERCs that reflect net gains will be a reduction to the Current 
Period Revenue Requirement, while net losses will be an increase. 

The Current Period Revenue Requirement will reflect the balances and expenses as of the Expense Month orthe filing. 
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RATE (Con!' d) 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-4 

TARIFF E.S. (Cont'd) 
(Environmental Surcharge) 

4. Revenue Allocation 

Residential Allocation RA(m) ~ 

All Other Allocation OA(m) 

KY Residential Retail Revenue RR(b) 
KY Retail Revenue R(b) 

KY All Other Classes Retail Revenue OR(b) 
KY Retail Revenue R(b) 

Where: 
(m) ~ the expense month 
(b) =most recent calendar year revenues 

5. Environmental Surcharge Factor 

Where: 

Residential.Monthly Environmental Surcharge Factor Net KY Retail E(m) * RA(m) 
KY RR(In) 

All Other Jvlonthly Environmental Surcharge Factor Net KY Retail E6n! * AO(m! 

Net KY Retail E(m) 

KY OR(m)- KY OF (In) 

.Monthly E(m) allocated to Kentucky Retail Customers, net of Over/ 
(Under) Recovery Adjustment; Allocation based on Percentage of 
Kentucky Retail Revenues to Total Company Revenues in the Expense 
Afonth. 

(For pwposes of this formula, Total Company Revenues do not include Non -Physical Revenues.) 

RR(m) =Kentucky Residential Retail Revenues for the Expense Month. 

OR(m) =Kentucky All Other Classes Retail Revenues for the Expense Month 

OF(m) =Kentucky All Other Classes Fuel Revenues for the Expense A1onth 

(Cont'd on Sheet No. 29-5) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-5 

RATE (Con!' d) 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-5 

TARIFF E.S. (Cont"d) 
(Environmental Surcharge) 

6.!h Enviromnental costs "E" shall be the Company's costs of compliance with the Clean Air Act and those 
enviromnental requirements that apply to coal combustion wastes and by-products, as follows: 

Total Company: 
(a) eesls asseeiatea with CentinueHs Emissien Merulers (CBMS) 

(b) eesls asseeialea with the terms ef!he Reekpert Unit Pewer Agreemea! 

(e) the CSffijlaH)'' s sllare ef!he peel eapa&i!y eesls asseeia!ed with Gavin semeeer(s) 

• return on Title IV and CASPR S02 allowance inventory 

(a) eests asseeiatea with air emission fues at Reekpel"l and M.'tehell 

• 

• 

t91- over/under recove1y balances between the actual costs incurred less the amount collected 
through the enviromnental surcharge 

W costs associated with any Commission's consultant approved by the Commission 

(b) eesl asseeialed with Lew l>litregoo Olliee (NOJC)eamers a! the Ilig Sandy Generating Plaffi 

e fdj costs associated with the consumption Title IV and CSAPR of S02 allowances 

• eests asseeiateEI. with the Seleetive Catalytie R:eEIHetien (SCR) at the "Big Samly GeHereting Plarrt 

(i) eests asseeiated 'Nith t8:elfl3graEle efthe f!reeijlitater at the "Big SanEly Generating Plant 

U) eests asseeia-te8 wi-fh the ever fire air with v.ater injeetien at tHe Big Satu:ly Generating -
• ~ costs associated with the consumption ofNOx allowances 

• fit- return on NOx allowance inventory 

00 25% eftfle eests asseGiateEl with theRe·, erse Osmesis \"Vater System (the an1eHHt is s~:~bjeet te 
aEljHsH:nent at SH9SeEfHBRt a menth: SH:feflargg FEPi':i(;m s Based Sfl the EleeHffle:HteEl Hfiliwtien ef 
of !heRD Water System B) tile SCR) 

• fg) costs associated with maintaining approved pollution control equipment including material and 
contract labor (excluding plant labor) 

• Costs associated with consumables used in conjunction with approved environmental projets. 

(Cont'd on Sheet No. 29-6) 
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Page 164 of 191
KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-6 

RATE (Con!' d) 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-6 

TARIFF E.S. (Con!' d) 
(Environmental Surcharge) 

The Company's share of costs associated with the following environmental equipment at the Rockport Plant: 

• 
• 
• 
• 
• 
• 
• 
• 

Continuous Emissions Afonitors 
Air Emission Fees 
Costs Associated with the Rockport Unit Power Agreement 
Activated Carbon injection 
Mercury Jltlonitoring 
Precipitator Afodiflcations 
D1y Sorbent Injection 
Coal Combustion Waste Landfill 
Low NOx burners, over-fire air, Landfill 

The Company's share of costs associated with the following environmental equipment at the "Mitchell Plant: 

(!) tRe CefHJ3any's sHare eftHe ]3881 G8:J3aehy eests asseeiateEl with the fellewing: 

• lrlRes Unit l'le. 3 CJ>:MS, Le·N l'TO* BHmeFs, SCR, PGD, LanEltill, Ceal Blemling Faeilities aml S0,1. 
MitfgatieH 

e CaniiHal UHit }Je 1 cgM,£, Lew }fQi£-Bumers, SCR, Ca~alyst Ref!laeemeHt, FGD, Lamlfill ami SO~ 
MitfgatieH 

• GaviH Plant SCR ami SCR Catalyst Re131aeemem~ 

• Gavin Unit 'Ne l aHEl2 Lew J?lD)I\ BHmers ami S03- Mitiga-tien 

e Kammer Unit}Jes l, 2 anEI-3 CI':MS, Over Fire Air and Duet MeElifieatieH 

• Mitchell Unit Nos 1 and 2 Water Injection, Low NOx burners, Low NOx burner Modification, SCR, 
FGD, Landfill, Coal Blending Facilities and S03 Mitigation 

e Mitchell Plant Common CEMS, Replace Burner Barrier Valves and Gypsum Material Handling 
Facilities 

• 
• 

• 
• 
• 

Air Emission Fees 
Precipitator Modifications and Upgrades 
Coal Combustion Waste Landfill 
Bottom Ash and Fly Ash Handling 
.Afercwy Monitoring (MATS) 
D1y Fly Ash Handling Conversion 

(Cont'd on Sheet No. 29-7) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 29-7 

RATE (Con!' d) 

• 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 29-7 

TARIFF E.S. (Con!' d) 
(Environmental Surcharge) 

~fusking~:~m River URit }Ie 1 Lew NO* Due~werk, Q,,,er fire Air, Over Pire Air ~4e8i1:ieatien, 
Water Injeetien anEl Wa-ter Injeetien MeElifieat:ieR 

• Musking1:1m River Unit }Je 2 Lew }lO*"D~:~etwerk, Over Pire i'Jr, Over Fire Air ~{eflifieatien anEl 
Water Injeetien 

Mtisking~:~m River Unit }Je 3 Over Fire Air, Over Fire Air ~4eElifieatien 'A itA 1'-JO* ffistFHmentatien 

• ~rfusk:iRgaHi Rfver Unit 'Ne 4 Over Fire i.rir wi-tH Medifieatien 

• ~fuskffigHm Rfver Unit 1'-Je 5 Lew 1'-TO* Barner with MeElifieatien and VlelEl Overlay, an SCR and 
S03 Mitigatien 

• Musldngum R-iver Cemn1eR CEP,4S 

• Phillip Sf! em Unit }Je 2 Le•w }lO*"Bumers with MeElitieatiens 

• Phillifl SflSFR Unitl'-le 4 anEl5 Lew}lO~urners and ~ieEIHlating lBjeetien Air system v.ith 
MeElifieatiens 

• Phillifl SfleFR Cemmen CE~4S, so" lHjeetieH System anEl Landfill 

• R-eelqJert Unit 1'-[e 1 anE12 Lew NO* Burners anEl LanElfill 

• Tanners Creole UHit 1'-te I Lew }TO,.. Bttrners, with MeElifieatiens an.El Lew }l0x131±fflers Leg 
RefJlaeement 

• Tar..ners Creek Uait }le 2 aHE13 Lew NO* Bumers 'NitA MeElifieatiens 

• Tanners Creek l.J.rHt }le 4 Over Fire Air, Lew NO,.. Bumers and ESP Cen!rels 1Jpgrade 

• Taaners Creek Cemmen CEM~S anEl Ceal BleHding Faeili-ties 

• Title V Air Emissien f'ees at .Ames, CarElinal, Gavin, K8:fllmer, Mitehell, ~fuskiRgHfH River, 

D 

Philifl SfJeffl, Reek-pert anEl TaRRers Creek fllan!s. D 

7.-4 The monthly environmental surcharge shall be filed with the Commission ten (10) days before it is scheduled to go into T 
effect, along with all necessary supporting data to justify the amount of the adjustments which shall include data and 
information as may be required by the Commission. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORlGlNAL SHEET NO. 30- l 

CANCELLING P.S.C. KY. NO. to SHEET NO. 30-1 

RESERVED FOR FUTURE USE 
TARIFF R.T.I'. 

{E£perimental Real Time Jlrieing Tariff) 

TARIFF CODES 

OP Tariff ClP TOll Tariff 

8f)' 

3 €i8 St:!l~ tFaHsnrissien 
378 Sub-!Fanrmis£ie» 

379 Tfansmissien 
------------------369--+fansmissiens 

1\-vai.Jable for Real Time Prieing (RTP) serviee, en aR ffi!tHlrimental basis, te oostemers nermally taking Hrm serviee unEler Tariffs Q.P. er C.I.P. T.O.D. 
fer their tetal Sflflaeity nlEJ.Hi:Frments Hem !£e Cemflany. The eustemer v,ill )38:) real time J3Fiees fer lead in eJH:less ef a» ameunt ElesignateEl b3 the 
easterner. 'fllis ei'Eperimental tariff will Be limiteEl te a ma;f:inlHm ef lQ eustemers. The ineremental eest ef any speeial metering er eemmHHieat.fens 
tlEJ.HifJment RH'I.ui-fOO-fm:....s~ndef-this e:~:j3erimtmtal tariff Beymul that neFmally flFSviEleEluABer tHe 8flfllieable stanElanl Q.P. er C.I.P. T.O.D. tariff 
shall Be Beme By the eustemer. The Cemj3an-y reserves the right te terminate this Tariff at an-y ti:me after the enS sf the eJ!:fJeriment. 

Tl-:e E:!:fJerimental Real Time Prieing Tariff is \ehn-ltary an8 ,;ill B~t Basis fur a three--year-period. The RTP Tariff will e:lfer 
eustemers the SflflSrRmity ts manage tHeir eleetrie eests By shifting leaS fl:em higher eest telmver eest flrieiflg J3erie8s er By a88ing ne,, lead-aufing 
!ewer flriee j3erie8s. The ffi!:fJerimental flilet v.ill alse effer tHe eHslemer tHe abilil:y te el!:fJerimoot in the v.helesale ek-etrieity market By ElesignatiHg a 
13ertien sf the eustemer's leaS sabjeet te stan8anl tariff rates witH the remaifl8er efthe leaS subjeet te real time 13riees. The Sesign.ated j3SI4ien-a.f:.the 
eustemer's leaS is billed-ttndeHRe-GelflfJaHy's staHElard Q.P. er C. J.P. T.O.D. tariff. The remainEler efthe eustemer's eaj3aeity and energy lead is Bille8 
at flFiees establisHed in the PJtvi IHtereenneetien, L.L.C. (121M) RTO market. 

THe eustemer nnst ha·Je a demand efnet less than 1 MW an8 Sfleeify at least lQQ k\V as being sHBjee'.: te this Tariff. The eustemer designates tHe 
mwEinmm ameunt ef leaS te Be SHflfllied By Kentuel<)' Pewer Ceffij3any ua8er the Rflfllieable Tari:lfQ.P. er TariffC.I.P. T.O.D. AllHsage ~r 
less tHan the e1:1stemer designated le>lel ef leaS 'Nill Be BilleEl 1:1n8er !:he ElflflFSj3riate Tariff Q.P. er Tariff C.I.P. T.Q.g,.......pJJ usage iH tmeess efthe 
eustemer 8esignate8 level will Be BilleElun8er Tari:lfRTP. AH reaeti-ve demaaEl sHall Be Billed in aeeerdanee witll the liflflFSflriate TariffQ.P. er Tariif 
~.,G,J:), 

1. Cliflaeity Charge. 

The Capaeity CHarge, stateS in $Ac"\V, will Be determiaeEl frem the auetien flFiee set in the Reliability Prieiag} fe8el (RPM) auetien hel8 By PJM fur 
eaeh PJM, 13lanning year. The auetien flriee will Be a8juste8 By the elass average Si-versity faster (Df) 8erive8 fmm-bi.U.i-R-g-demands fer the 
flFeee8iHg )ear and tHe§ highest eeineident fleaks established fer the elass at the time eftH.e §highest P-JM Heurl-y values. The j3Fiee v,ill Be--fur!her 
adj-HS:ted-fer Semand lesses (Dl1 an8 a f~t-the-PJM--reqttir-ed-reserve-1-lHU'gin-(-RMj:-

Capaei1:) Charge R.I2P,i 1< DP x DL x Rl\i 

\Vhere: 
RPM Results efthe anooal R:PM anetien flFiee ElflfllieaBle te the l\:l~P lead zene $§.3QLlkW menth 

-------IlJL=-Diver-sfey-faeter 
C.I.P. T.O.D. $0.83 

emanEl Less Faster 
-------R,RM ReseFve Margin RPM-&Iearing-rfie&-r-€WF¥G-margin-=-t-,;!09 

(Coot" a ao Shoot No. 39 2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 30-2 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 30-2 

RESERVED FOR FUTURE USE 

TARIFF R.T.l'. 
(Experimental Real Time Prieiag Tariff) 

RJ ... TE feentinue!:l). 

2. Baergy Charge. 

The Energy Charge, stated ia $,q(',VIJ, will Be determineEI heurly usiAg tHe :\EP East LeaEI ZeHe Real Time beeatieaal MarginaJ 
Priee (LM:P) estaBlisheS By PJI\4 (iHeluEliag margiaallesses), aEijHsteEI fer energy lasses (EL). The eharge will Be llflplie6 te tfle usago 
is eneess eftBe eHsteH16£ Elesige.ateEllevel fer eaeft BilliHg rerieEI. 

Energy Cllarge LMP x EL 

Where: 
LM:P :z'\EP Hast beaG Zeae Real Time Leea-tieaa-1 Mar~iaal Priee 
EL Eaergy Less PaGter e>celuEliag margiaallesses fur transmissiea and subtFaHsmissien 

3. Transmissien Charge. 

The Tnmsmissiea Charge, stateS. ia $/kVl, will Be EletermineEI frem the l'Jetwerk Integratien Transmissien Serviee (NITS) rate fer tho 
AEP East Zeae. The }JITS rate will Be atlj~:~s~eEI By the elass average tliversity faeter (Df) E!eriveEI Hem BilliRg Elemamls fer tho 
preeeEliag year anEl tHe eeiaeitleH:t peak establisReEl fer the elass at tHe time sf the Higflest .A.EP East heae HeHri3' value. The priee will 
Be further aEljusteEl fer ElematiEllesses (DL). 

TraRsmissieR Charge }TITS x Df x DL 

\\'here: 
}UTS }UTS Rate fer the AEP East heae $ 2.2g59fk'H 
Df Diversity faeter 

C.I.P. T.O.D. 9.83 

DL DemanEI Less Faeter 

4. Other Market Serviees Charge. 

The Other Market Serviees Charge, stateEI in $/KV!H is Ele,:eleped using all ether PJM relateEI market eests alleeateE! te Keatueky 
Pe'Ner Cempany frem PJM set eaptureEI elsewhere. It is applied te all usage in eKeess ef the eustemer ElesignateEl h~\ el fer eaeh 
Billiag perieEl. 

Seeeada£y $0.QQ3gQlfKJNH 
Primary $0.00J€i5€i!IQ.VH 
Suetransmissien $0.Q03sgg/K\VH 
TransmissieH $Q.OQ3554fKJl/H 

5. Distril:mtieH Charge. 

The DistriButiea Charge, stated iR $,lk'N, is Sf!HivaleH:t te the ElistriButien pertien eftfle euFFeH:t rates iRelmled in Tari1:T Q.P. anEI Tariff 
C.I.P. T.O.D. 

Seeemlary $7.J9lkVl 
Primary $U4fKw (Cant" a on Slleet No. 39 3) 
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KENTUCKY POWER COMPANY 

Rr"· ... TE (eontinued). 

8. Pregrarn Charge. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 30-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 30-3 

RESERVED FOR FUTURE USE 

TARIFF R.T.l'. 
fE*peFimental Real Time PFieing TaFiff) 

THe Pregram Charge is $15Q per men4 fer Billing, admiHistratiee anEl eemmunieatiens reEJHireEl ~e implement ami administer 
the ThcperimeHtal R~al Time Prieisg Tariff. 

1. RiEleFS. 

"Bills renEiereEI HnEier this Tariff fer KfP usage sHall Be sHBjeet te any e~:~rrent er future nen generatien relateEl riElers. 

A eHstemer's tet:al Bill shall eEJaal tHe sum efthe RTP Bill fer all ~:~sage in eKeess efthe oostemer ElesigRateEllevel anEl the standard 
tariff Bill fer usage eEJHal te er Belew the ElesigeateElle:vel. 

DELAYED PAYMENT CW.RCE. 

This tariff is Elue anti flayable in f1:1ll en er Befere the E!He Elate stated eH tHe Bill. On all aeee1:m~s net se paiEI, an aEitlitieeal 
eharge ef 5% eftfle HRflaiEl Balanee will Be made. 

METERED VOLTAGE. 

The rates set ferth iR this tariff are Based Hf.leH the delivery anEI measm·emeBt ef 6flergy at tHe same vekage, thu-s measl:l:femeRt will 
Be made at er eempeasated te the delivery \'eltage. At the sele EliseretieB ef tHe Cempany, sueR eempeasatien may Be aehieved 
thfeugh the use ef Jess eempensatieg eEJl:lipment, the use ef fermulas te ealeuJate Jesses er the applieatien ef multipliers te the 
metereEl EJHantities. 1B sueh eases, th.e metereEl kWH aad k\V values will be aEijHstetl fer BilliRg f!Ul'fl8Ses. If~he Cempany eleets te 
aElj1:1st kWh anEl kV/ BaseEl eR maltipliers, tHe adjustment shall Be in a€eerdaaee ·N:i:tl::i tfle fellewing: 

(1) Measuremefl:ts takeR at tfle lew side efa eustemer ewaetl transfermer will be makiplieEI By l.Ql. 
(2) Measuremoots takeR at the High side efa Cempany ewaetl l:ransfermer will Be mt1ltiplie8 By Q.9g. 

MONTHLY BILLING IIE~iA.'ID. 

"Billing tlemaaEI in K\V shall Be tai~efl: eaeh meHtfl as the higHest siagle 15 minH~e integrateEl peak in KVl as regis~ereEI Ell:lriag the 
mentll By a ElemaHElmoter. The meatflly Billiag ElemaHEI se established shall in Re e·1eHt Be less than GQ% eftfle greater ef (a) the 
eustemer's eeatraet eapaeity set ferth en the eentraet fer eleetrie serviee er (B) the eustemer's higHest pre·, ieasly estaBlished 
men~Rl-y Billing ElemanEl Eluri:Bg the past 11 mentfls. The RTP meathly Billing ElemanEI- shall Be the e1:1stemer's mentAl)' Billing 
ElemaaEI iB tn[eess eft:he eHstemer Elesigaatedle·, ei. 

CHstemers v.rfte partieipate in tHis tn<fJerimeHtal tariff are req~:~iretl te enter iHte a W±'i£1:6fl: serviee agreemeet. C1:1stemer 
partiei13atieH v, iii eeiHeide ·nitA tHe PTh4 planning year whiefl FUns ft:en1 Jane 1 tHreagH May 31. Castemers mtlst emell By May 
15 ef eaeh year te Begin serviee en JUHe 1 and must stay v, itA tHe sen iee fer the entire planning year. Custemers whe eheese set 
te re eerell in tHe pregrarn are ineligiBle te return te the pre gram. Ne additienal eHstemers will Be plaeeEl HHElS£ tHis tariff after 

D 

Jane 1, 2GlG. D 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 30-4 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 30-4 

RESERVED FOR FUTURE USE 

TARIFF R.T.P. 
(Experimental Real Time Prieing Tariff) 

TRf .. NSFORMER AND LINE LOSSES. 

DemaH:d fesses will Be appfieEl te the Capaeity arH:i Transmissiea Gh.arges usiHg the fullewing fueters: 

Seeanaa!')' 1.19221 
Primal')" 1.9a579 
81±8tffitlsmissien 1.94278 
TraRsmissien 1.93211 

BneFgJ' lesses will Be apfJlieEl te tHe Emwgy Charge using the fellewiag footers: 

SeeaAe8fJ' 1.96938 
Primal')" 1.92972 
SttBtFallsmissieH l.QQ95 4 
TraH:smissien l.QG577 

SPECIAL TERMS AND CONiliTIONS, 

This tariff is saejeet te the Cem13aR)''s Terms and CenEli-tieRs ef Serviee. 

A e~:~stemer's plant is eensiElereEl as eRe er mere BuilElings, whieh are served By a single eleetrieal Eiistril:mtien system flreviEled 
aBEl eperateEl By eustemer. When the size ef the &Hstemer's lead Heeessita-tes the delivery ef ooergy te the eustemer's plant 
ever mere tflaH sHe 6ireuit, the Ceillflaity may eleet te eenneet its eirel:lits te EliffereH-t peints en tRe oostemer's system 
irrespeetive efeentrary flrevisieHs iH Terms and CenElitieAs sf Serviee. 

C1:1stemers wi#t PURPA Seetien 21Q EfUalif)'ing eegc-neratien aHElfer small pewer preEh:letien faeilities shall take serviee under 

D 

TariffCOGm-JISPP II er Sy Sfleeial agreemen-t witH: tfl.e CempaAy. D 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 31-1 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 31-1 

RIDER G.P.O. 
(Green Pricing Option Rider) 

AVAILABILITY OF SERVICE. 

Available to customers taking metered service under the Company's R.S., R.S.-L.M.-T.O.D., Experimental R.S.-T.O.D.2, S.G.S., 
Bl<perimeeta! S.G.S.·T.O.D., M.G.S., M.G.S.-T.O.D., L.G.S., L.G.S.-T.O.D., Q.P., C.I.P. T.O.D., IG.S, C.S.-I.R.P. andM.W. tariffs. T 

Participation in this program may be limited by the ability of the Company to procure renewable energy certificates (RECs) from Renewable 
Resources. If the total of all kWh under contract under this Rider equals or exceeds the Company's ability to procure RECs, the Company 
may suspend the availability of this Rider to new participants. 

CONDITIONS OF SERVICE. 

Customers who wish to support the generation of electricity by Renewable Resources may contract to purchase each month a specific number 
of fixed kWh blocks, where each block equals 100 kWh. Customers may elect to purchase a minimum of one (1) block per month and a 
maximum of 500 blocks per month. 

Renewable Resources shall be defined as Wind, Solar Photovoltaic, Biomass Cow Firing of Agricultural crops and all energy crops, Hydro (as 
certified by the Low Impact Hydro Institute), Incremental Improvements in Large Scale Hydro, Coal Mine Methane, Landfill Gas, Biogas 
Digesters, Biomass CowFiring of All Woody Waste including mill residue, but excluding painted or treated lumber. Only Renewable 
Resources brought into service on or after January 1, 1997 shall qualifY. 

In addition to the monthly charges determined according to the Company's tariff under which the customer takes metered service, the 
customer shall also pay the following rate for each fixed kWh block under contract regardless of the customer's actual energy consumption 
during that month. The charge will be applied to the customer's bili as a separate line item. 

The Company will provide customers at least 30wdays' advance notice of any change in the Rate. At such time, the customer may modify or 
cancel their automatic monthly purchase agreement. Any cancellation will be effective at the end of the cunent billing period when notice is 
provided. 

Charge($ per ! 00 kWh block): $ 2.00/month 

This is a voluntary program. Customers may participate through a one-time purchase, or establish an automatic monthly purchase 
agreement. Any payments under this program are nonrefundable. 

SPECIAL TERMS AND CONDITIONS. 

This Rider is subject to the Company's Terms and Conditions of Service and all provisions of the tariff under which the customer takes 
service, including all payment provisions. The Company may deny or terminate service under this Rider to customers who are delinquent 
in payment to the Company. 

Funds collected under this Green Pricing Option Rider will be used solely to purchase RECs for the program. 
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AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 32-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 32-1 

RIDER A.F.S. 
(Alternate Feed Service Rider) 

Standard Alternate Feed Service (AFS) is a premium service providing a redundant distribution service provided through a 
redundant distribution line and distribution station transformer, with automatic or manual switch-over and recovery, which 
provides increased reliability for distribution service. Rider AFS applies to those customers requesting new or upgraded 
AFS after the effective date of this rider. Rider AFS also applies to existing customers that desire to maintain redundant 
service when the Company must make expenditures in order to continue providing such service. 

Rider AFS is available to customers who request a primmy voltage alternate feed and who nmmally take service under 
Tariffs M.G.S., M.G.S. TOD, L.G.S., L.G.S.-TOD, Q.P., C.I.P. TOD I.G.S., or M.W. for their basic service requirements, T 
provided that the Company has adequate capacity in existing distribution facilities, as detennined by the Company, or if 
changes can be made to make capacity available. AFS provided under this rider may not be available at all times, 
including emergency situations. 

SYSTEM IMPACT STUDY CHARGE. 

The Company shall charge the customer for the actual cost incurred by the Company to conduct a system impact study for 
each site reviewed. The study will consist of, but is not limited to, the following: (1) identification of customer load 
requirements, (2) identification of the potential facilities needed to provide the AFS, (3) determination of the impact of 
AFS loading on all electrical facilities under review, (4) evaluation of the impact of the AFS on system protection and 
coordination issues including the review of the transfer switch, (5) evaluation of the impact of the AFS request on system 
reliability indices and power quality, (6) development of cost estimates for any required system improvements or 
enhancements required by the AFS, and (7) documentation of the results of the study. The Company will provide to the 
customer an estimate of charges for this study. 

EQUIPMENT AND INSTALLATION CHARGE. 

The customer shall pay, in advance of construction, a nonrefundable amount for all equipment and installation costs for all 
dedicated and/or local facilities provided by the Company required to furnish either a new or upgraded AFS. The payment 
shall be grossed-up for federal and state taxes, assessment fees and gross receipts taxes. The customer will not acquire any 
title in said facilities by reason of such payment. The equipment and installation charge shall be determined by the 
Company and shall include, but not be limited to, the following: (1) all costs associated with the AFS dedicated and/or 
local facilities provided by the Company and (2) any costs or modifications to the customer's basic service facilities. 

The customer is responsible for all costs associated with providing and maintaining phone service for use with metering to 
notify the Company of a transfer of service to the AFS or return to basic service. 

TRANSFER SWITCH PROVISION. 

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

(Cont'd on Sheet No. 32-2) 
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RIDER A.F.S. 
(Alternate Feed Service Rider) 

TRANSFER SWITCH PROVISION (CONTINUED). 

Existing AFS customers, who receive basic service at primary voltage and are served via a Company-owned transfer 
switch and control module, may elect for the Company to continue ownership of the transfer switch. When the Company
owned transfer switch and/or control module requires replacement, and the customer desires to continue the AFS, the 
customer shall pay the Company the total cost to replace such equipment which shall be grossed up for federal and state 
taxes, assessment fees and gross receipts taxes. In addition, the customer shall pay a monthly rate of ~ $14.25 for I 
the Company to annually test the transfer switch I control module and the customer shall reimburse the Company for the 
actual costs involved in maintaining the Company-owned transfer switch and control module. 

In the event a customer receives basic service at secondary voltage and requests AFS, the Company will provide the AFS 
at primary voltage. The Company will install, own, maintain, test, inspect and operate the transfer switch and control 
module. The customer shall pay the Company a nonrefundable amount for all costs associated with the transfer switch 
installation. The payment shall be grossed-up for federal and state taxes, assessment fees and gross receipts taxes. In 
addition, the customer is required to pay the monthly rate for testing and ongoing maintenance costs defmed above. When 
the Company-owned transfer switch and/or control module requires replacement, and the customer desires to continue the 
AFS, customer shall pay the Company the total cost to replace such equipment which shall be grossed up for federal and 
state taxes, assessment fees and gross receipts taxes. 

After a transfer of service to the AFS, a customer utilizing a manual or semi-automatic transfer switch shall return to the 
basic service within one (I) week or as mutually agreed to by the Company and customer. In the event system constraints 
require a transfer to be expedited, the Company will endeavor to provide as much advance notice as possible to the 
customer. However, the customer shall accomplish the transfer back to the basic service within ten minutes if notified by 
the Company of system constraints. In the event the customer fails to return to basic service within 12 hours, or as 
mutually agreed to by the Company and customer, or within ten minutes of notification of system constraints, the 
Company reserves the right to immediately disconnect the customer's load from the AFS source. If the customer does not 
return to the basic service as agreed to, or as requested by the Company, the Company may also provide 30 days' notice to 
terminate the AFS agreement with the customer. 

The customer shall make a request to the Company for approval three days in advance for any planned switching. 

MONTHLY AFS CAPACITY RESERVATION DEMAND CHARGE. 

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

The Monthly AFS Capacity Reservation Demand Charge for the reservation of distribution station and primary lines is 
~ $6.25 per kW. 

AFS CAP A CITY RESERVATION. 

The customer shall reserve a specific amount of AFS capacity equal to, or less than, the customer's normal maximum 
requirements, but in no event shall the customer's AFS capacity reservation under this rider exceed the capacity 
reservation for the customer's basic service under the appropriate tariff. The Company shall not be required to supply AFS 
capacity in excess of that reserved except by mutual agreement. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 32-3 

CANCELLING P.S.C. KY. N0.10 SHEET NO. 32-3 

RIDER A.F.S. 
(Alternate Feed Service Rider) 

AFS CAPACITY RESERVATION (continued). 

If the customer plans to increase the AFS demand at anytime in the future, the customer shall promptly notif'y the 
Company of such additional demand requirements. The customer's AFS capacity reservation and billing will be adjusted 
accordingly. The customer will pay the Company the actual costs of any and all additional dedicated and/or local facilities 
required to provide AFS in advance of construction and pursuant to an AFS construction agreement. If customer exceeds 
the agreed upon AFS capacity reservation, the Company reserves the right to disconnect the AFS. If the customer's AFS 
metered demand exceeds the agreed upon AFS capacity reservation, which jeopardizes company facilities or the electrical 
service to other customers, the Company reserves the right to disconnect the AFS immediately. If the Company agrees to 
allow the customer to continue AFS, the customer will be required to sign a new AFS agreement reflecting the new AFS 
capacity reservation. In addition, the customer will promptly notif'y AEP regarding any reduction in the AFS capacity 
reservation. 

The customer may reserve partial-load AFS capacity, which shall be less than the customer's full requirements for basic 
service subject to the conditions in this provision. Prior to the customer receiving pa1iial-load AFS capacity, the customer 
shall be required to demonstrate or provide evidence to the Company that they have installed demand-controllh1g 
equipment that is capable of curtailing load when a switch has been made from the basic service to the AFS. The 
Company reserves the right to test and verify the customer's ability to cmtailload to meet the agreed upon partial-load 
AFS capacity reservation. 

DETERMINATION OF BILLING DEMAND. 

Full-Load Requirement: 
For customers requesting AFS equal to their load requirement for basic service, the AFS billing demand shall be 

taken each month as the single-highest 15-minute integrated peak as registered during the month by a demand meter or 
indicator, but the monthly AFS billing demand so established shall in no event be less than the greater of (a) the 
customer's AFS capacity reservation, or (b) the customer's highest previously established monthly billing demand on the 
AFS during the past II months, or (c) the customer's basic service capacity reservation, or (d) the customer's highest 
previously established monthly billing demand on the basic service during the past II months. 

Partial-Load Requirement: 
For customers requesting partial-load AFS capacity reservation that is less than the customer's full requirements 

for basic service, the AFS billing demand shall be taken each month as the single-highest 15-minute integrated peak on the 
AFS as registered during the month by a demand meter or indicator, but the monthly AFS billing demand so established 
shall in no event be less than the greater of (a) the customer's AFS capacity reservation, or (b) the customer's highest 
previously established monthly metered demand on the pmtial-load AFS during the past 11 months. 

DELAYED PAYMENT CHARGE. 

This tariff is due and payable in full on or before the due date stated on the bill. On all accounts not so paid, an additional charge of 5% 
ofthe unpaid balance will be made. 
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TERMS OF CONTRACT. 

RIDERA.F.S. 
(Alternate Feed Service Rider) 

The AFS agreement under this rider will be made for a period of not less than one year and shall remain in effect thereafter 
until either party shall give at least six months' written notice to the other of the intention to discontinue service under the tenns 
of this rider. 

Disconnection of AFS under this rider due to reliability or safety concerns associated with customer-owned tmnsfer 
switches will not relieve the customer of payments required hereunder for the duration of the agreement term. 

SPECIAL TERMS AND CONDITIONS. 

This rider is subject to the Company's Tenns and Conditions of Service. 

Upon receipt of a request from the customer for non-standard AFS (AFS which includes unique service characteristics different 
from standard AFS), the Company will provide the customer with a written estimate of all costs, including system impact study 
costs, and any applicable unique terms and conditions of service related to the provision of the non-standard AFS. An AFS 
agreement will be filed with the Commission under the 30-day filing procedures. The AFS agreement shall provide full 
disclosure of all rates, tenns and conditions of service under this rider, and any and all agreements related thereto. 

The Company will have sole responsibility for determining the basic service circuit and the AFS circuit. 

The Company assumes no liability should the AFS circuit, transfer switch, or other equipment required to provide AFS fail to 
operate as designed, is unsatisfactory, or is not available for any reason. 
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KENTUCKY POWER COMPANY 

APPLICABLE. 

To all Tariff Schedules. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 33-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 33-1 

U.G.R.T. 
(Utility Gross Receipts Tax) 

(School Tax) 

This tariff schedule is applied as a rate iocrease pursuant to KRS 160.617 to all other tariff schedules for the recovety by 
the utility of the utility gross receipts license tax imposed by the applicable school district pursuant to KRS 160.613 with 
respect to the customer's bill. The current utility gross receipts license tax for school imposed by a school district may 
not exceed 3%. The utility gross receipts license tax shall appear on the customer's bill as a separate lioe item. 
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KENTUCKY POWER COMPANY 

APPLICABLE. 

To all Tariff Schedules. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 34-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 34-1 

K.S.T. 
(Kentucky Sales Tax) 

This tariff schedule is applied as a rate increase to all other applicable tariff schedules for the recovery by the utility 
pursuant to KRS 139.210 of the Kentucky Sales Tax imposed by KRS 139.200 for all customers not exempted by KRS 
139.470(8). For any other exempt customers, an exemption certification must be received and on file with the Company. 
The Kentucky Sales Tax rate is cuiTently imposed by the Commonwealth of Kentucky at the rate of 6%. The Kentucky 
Sales Tax shall appear on the customer's bill as a separate line item. 

DATE OF ISSUE: December 23,2014 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 



 
Exhibit JAR-9 

Page 177 of 191
KENTUCKY POWER COMPANY 

APPLICABLE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 35-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 35-1 

TARIFFP.P.A. 
(Purchase Power Adjustment) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D.2, S.G.S., El'Jlsrimeatal S.G.S.-T.O.D., M.G.S., T 
M.G.S.-T.O.D., L.G.S., L.G.S.-T.O.D., Q.P., C.I.P. T.O.D.l.G.S., C.S.-I.R.P., M.W., O.L. and S.L. T 

1. In accordance with the Stipulation and Settlement Agreement approved as modified by the Commission by its Order 
dated October 7, 2013 in Case No. 2012-00578, the purchase power adjustment shall provide for monthly adjustments 
based on a percent of revenues, calculated to six decimal places and equal to the net costs of any power purchases in the 
current period according to the following formula: 

Monthly Purchase Power Adjustment Factor Net KY Retail P(m) 
KY Retail R(m) 

Where: 
Net KY Retail P(m) ~ 

KY Retail R(m) ~ 

Monthly P(m) allocated to Kentucky Retail Customers, net of Over/(Under) Recovery 
Adjustment; Allocation based on Percentage of Kentucky Retail Revenues to Total 
Company Revenues in the Expense Month (m). (For purposes of this formula, Total 
Company Revenues include only Retail and Full-Requirements Wholesale revenues.) 

Kentucky Retail Revenues for the Expense Month (m). 

2. The net costs of any power purchased shaH exclude costs recovered through the Fuel Adjustment Clause and shall be 
computed as the sum of the following items: 

a. PPA(m) =The cost of power purchased by the Company through new Purchase Power Agreements (PPAs). 
All new PPAs shall be approved by the Commission to the extent required by KRS 278.300. 

b. RP(m) =The cost of fuel related substitute generation less the cost of fuel which would have been used in 
plants suffering forced generation or transmission outages. 

c. PE(m)= The cost of power purchased unrelated to forced generation or transmission outages that are N 
calculated in accordance with the peaking unit equivalent methodology. 

d. CSIRP(m) =The cost of any credits provided to customers under Tariff C.S.-I.R.P. for intetTuptible service. 

Monthly P(m) ~ PPA(m) + RP(m)+PE(ln) + CSIRP(m) 

3. The monthly purchase power adjustment shall be filed with the Commission ten (10) days before it is scheduled to go 
into effect, along with all the necessary supporting data to justify the amount of the adjustment, which shall include 
data, and infonnation as may be required by the Commission. 

4. Copies of all documents required to be filed with the Commission shall be open and made available for public 
inspection at the office of the Public Service Commission pursuant to the provisions ofKRS 61.870 to 61.884. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 36-1 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 36-1 

TARIFF A.T.R. 
(Asset Transfer Rider) 

APPLICABLE. 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D.2, S.G.S., l'lJl~erimeH!al S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., T 
L.G.S., L.G.S.-T.O.D., Q.l'., C.l.l'. T.O.Il. LG.S., C.S.-I.R.P., M.W., O.L. and S.L. T 

RATE. 

In accordance with the Stipulation and Settlement Agreement approved as modified by the Commission by its Order dated October 7, 
2013 in Case No. 2012-00578, Kentucky Power Company is to recover from retail ratepayers $44 million annually beginning January 
1, 2014. arui eaEling ·nflea the Cemmissien sets R&N base Fates fer the CBffl:J3iillJ' that inehu:l.e Mitehell Units 1 am12. T 

Recove1y under Tariff A.TR. shall terminate on the effective date of new base rates for the Company that include Mitchell Units 1 N 
and 2, except that the Company shall recover through the Residential Asset Transfer Adjustment and the All Other Classes 'Transfer j 
Adjustment such amounts as required to ensure the Company recovers in the year new base rates for the Company are established 
that include Mitchell Units I and 2 a pro rata share (computed on a 365-day annual basis) of the $44 million annual revenue 
requirement under Tariff A. T.R.. N 

1. The allocation of the $44 million revenue requirement between residential and all other customers shall be based upon their 
respective contribution to total retail revenues for the twelve month period ended September 30, 2013, according to the following 
formula: 

Residential Allocation RA(m) ~ $44,000,000 x KY Residential Retail Revenue RR(b) ~ $1,541,861 
12 months KY Retail Revenue R(b) 

All Other Allocation OA(m) ~ $44,000,000 x KY All Other Classes Retail Revenue OR(b) ~ $2,124,806 
12 months KY Retail Revenue R(b) 

Where: 
(m) =the expense month; 
(b) ~twelve month period ended September 30,2013. 

RR(b) ~ $214,421,664 
OR(b) ~ $295,489,874 
R(b) ~ $509,911,538 

2. The Residential Asset Transfer Adjustment shall provide for monthly adjustments based on a percent of total revenues, calculated to 
six decimal places according to the following formula: 

Residential Asset Transfer Adjustment Factor Net Monthly Residential Allocation NRACm) 

Where: 
Net Monthly Residential Allocation NRA(rn) 

Residential Retail Revenue RR(m) 

Residential Retail Revenue RR(m) 

Monthly Residential Allocation RA(m), net of Over/(Under) 
Recovery Adjustment; 

Monthly Retail Revenue for all KY residential classes for the 
expense month (m). 

3. The All Other Classes Asset Transfer Adjustment shall provide for monthly adjustments based on a percent of non-fuel revenues, 
calculated to six decimal places according to the following formula: 

All Other Classes Asset Transfer Adjustment Factor Net Monthly All Other Allocation NOA(rn) 

Where: 
Net Monthly All Other Allocation NOA(m) 

All Other Classes Non-Fuel Retail Revenue ONR(m) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 36-2 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 36-2 

RATE. (Con!' d) 

TARIFF A.T.R. 
(Asset Transfer Rider) 

5. The monthly asset transfer rider adjustments shall be filed with the Commission ten (10) days before it is scheduled to 
go into effect, along with all the necessary supporting data to justify the amount of the adjustments, which shall 
include data, and information as may be required by the Commission. 

6. Copies of all documents required to be filed with the Commission shall be open and made available for public 
inspection at the office of the Public Service Commission pursuant to the provisions ofKRS 61.870 to 61.884. 
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IKI<:NTUCKY POWER COMPANY 

AVAILABILITY OF SERVICE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 37- 1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 37-1 

TARIFF E.D.R. 
(Economic Development Rider) 

To encourage economic development in the Company 1s sen;ice territory, limited-term reductions in billing demand charges 
desc,.;bed herein are offered to qualifYing new and existing retail customers who make application for service under this Rider. 

Servh:e under this Economic Development Rider (EDR) is intended fOr specific types of commercial and induslrhd customers 
whose operations, by their nature, will promote sustained economic development based on plant andfCtcilities investment and 
job creation. Availability is limited to customers on a first-come, jlrst-served basis unUI such time as a total q/250 AIW ofnevv 
load has been added to Kentucky Power's system under the EDR. The EDR is available to commercial and industrial 
customers served under Tar(ffs L.G.S., Q.P. or C.I.P.-T.O.D. who meet the following requirements: 

(I) A new customer must have at least a monthly maximum billing demand of500 kW An existing customer must increase 
its monthly maximum billing demand by at least 500 kW over the current Base 111axhnum EWing Demand in order to 
receive the Incremental Billing Demand Discount (IBDD). 

(2) A new customer, or the business expansion by an existing customer, ·will receive a Supplemental Bilhng Demand 
Discount (SBDD) for creating and sustaining at least 25 new permanent fit!! time johs over the contract term at the 
service location. The Company reserves the right to verijj; job counts. FaUure to demonstrate the creation of new 
employment positions or to maintain the employment during the contract term rv;// result in the termination (~l the 
supplemental discount. 

(3) The customer must demonstrate to the Company's satisfaction that, absent the availability qfthis EDR, !he qualijj;ing 
new or increased electrical demand would be located outside qf the Company's service terrdm:y or would not be 
placed in service. 

TERMS AND CONDITIONS. 

(/) The Company will offer the EDR to qualijj;ing customers with new or increased load when !he Company has 
sufficient generating capacity available. When sufficient generating capacity is not available, the Company will 
procure the additional capacity on the customer's beha(f The cost of capacity procured on beha(l qf the customer 
shall reduce on a dollar-for-dollar basis the customer's JBDD and SBDD. Such reduction shall be capped so that 
the customer's maximum demand charge shall be the non-discounted tar(ffdemand charge. The reduction ·will be 
applied in reverse chronological order beginning with the most recent customer to receive discounted service under 
tMs tar([( Last customer to sign up for the EDR tariff would be the .first customer respons;{J!efOr paying the cos/ q{ 
incremental capacity purchases. In any year during the discount period in tJ!hich the customer pays the fit!/ tar(fl 
demand charge for all twelve months, the Company will reduce the term qf the contract by one year. 

(2) The new or increased load cannot accelerate the Company's plans fOr additional generating capacity during the 
period.for which the customer receives a demand discount. Customers receiving TemporWJJ Service are not el(e;ible 
fiJI" this EDR. 

(3) To receive service under this EDR, the customer shall make written application to the Company with St!fficient 
il?formaNon contained therein to determine the customer's eligibility for service. At a minimum, such iJ?fOrmaNon will 
include: 

N 
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2KENTUCKY POWER COMPANY 

TERMS AND CONDITIONS-(Cont'd). 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 37-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 37-2 

TARIFF E.D.R. (Cont'd) 
(Economic Development Rider) 

a. A description and good faith estimate qfthe ne·w or increased load to be served dur;,1g each year of the contract, 
b. The number of new employees or jobs that will be added as a result of the ne-w load, 
G. A description of the anticipated capital investment, and 
d A description of all other federal, state or local economic development tax incentives, grants, or any other 

incentives I assistance assodated ·with the new or expanded pr~ject. 
e. A statement that without the EDR discount, the customer would locate elsewhere or chose not to expand within 

Kentucky Power's service territmy. 

(3) For new and e.Yisting customers, billing demands for ·which reductions will be for service at a new service location or 
expanded production at an e.:tisting facility and not merely the result qf a change of ownership. Relocation ql the 
dehvery point of the Company's service, moving e.Yisting equipment ji·mn another KPCo-served loc:ation or load 
transfers ji·om another KPCo-served location do not qualifY as a new service location. Reloc:ath1g existing .facilities 
from whhin the Company's service territory shall not disqualify the customer fi'om the IBDD as long as the new 
relocated facility exceeds the Base Maximum Billing Demand of the previous facWty by the mh1imum req~dred 
amount. 

(4) For existing customers, billing demands for which deductions -.,vii/ be applicable under this EDR shall be the result qf 

an increase in business activUy and not merely the result qf resumption of normal opera/ions fOllowing a fOrce 

majeure, strike, equipment failure, renovation or refitrbishment, or other such abnormal operating condition. In the 

event that such an occurrence has taken place prior to the date of the application by the customer for service under 

this EDR, the monthly Base Maximum Billing Demand shall be ac(justed as appropriate for this analysis to eliminate 

the effi?cts qfsuch occurrence. 

(5) Service under the EDR will be ~ffered under the applicable Tariff L.G.S., Q.P. or C.I.P.-TO.D schedule. An EDR 
will be filed as a Special Contract and must be approved by the Kentucky Public Service Commission before it can be 
implemented. The total contract period is equal to twice the number of years for which the customer receives a 
demand discount. The special contract term will be jar two (2), four (4}, six (6), eight (8), and (ten) I 0 years only. 

(6) The JBDD and the SBDD, if applicable, begin -when the customer's new or expanded operations are hilledfor service 

under this Rider. Temporary jobs created during the construction ofne·w fGcilities or the expansion phase <-!le.Yisting 

operations are not eligible to be counted as permanent jobs for the purposes qfthis EDR. 

(7) {l construction of new or expanded local distribution and/or transmission related facibties by the Company is 
required in order to provide the additional service, the customer may be required to make a contribution-in-aid of 
construction (CJAC) fOr the installed cost of such facilities pursuant to the provisions (lf the Company's Terms and 
Conditions of Service. The total cost of the CIAC, including gross-up by the efji?ct <-!l app!ic:able faxes, will be 
recovered over the life qf the EDR contract period, with no less than 80% recovered during the period fOr which the 
customer receives a demand discount. If the customer breaches the terms of the contrac;t or ends the contract 
prematurely, any unpaid contribution-in-aid of construction must be paid to the Company and any EDR discounts 
provided to the customer must be repaid to the Company. CJAC payment provided under this Rider supersedes the 
other payment provisions only in the Company's Terms and Conditions Sheet 2-5 Section 9. 

(Cant 'don Sheet 37-3) 
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TERMS AND CONDITIONS (Coni' d). 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 37-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 37-3 

TARIFF E.D.R. (Cont'd) 
(Economic Development Ride1~ 

(8) The L.G.S., Q.P. and CIP-TOD tariffs each contain a monthly minimum billing demand charge provision. The 
minimum demand charge provision is waived for EDR customers for up to 36 months depending upon the length of 
the contract. The provision is waived for the first 36 months of a 10 year contract, the first 24 monlhs of an 8 year 
contract and the first 12 months of a 6 year contract. If during the special contract discount perio(/, !he customer's 
monthly demandfalls below the minimum billing demand leveljOrjOur (4) consecutive months or six (6) months total 
in a contract year, then the EDR discount will not be appbed and the appropriate tarfff minimum bilfing demand 
charge provision will be in force until the customer achieves the minimum billing demand level. Applicable EDR 
discounts will be applied to the qualifYing incrementa/maximum hilling demand only and will appear as a separate 
line item on the customer's bHI. 

DETERMINATION OF MONTHLY OUAL/FYING INCREMENTAL BILLING DEMAND. 

For the purposes of this Rider, the monthly qualifYing incremental billing demand ·will be calculated in the.f()llowing manner: 

Where the new qualifYing incremental demand resides in new fGcilities (or separate facilities for existing customers), those 
fCrd/Wes may be metered on a separate meter according to Tarijj~· L.G.S., Q.P. or C.J.P.-TO.D . .for the current billing period 
and the incremental billing demand will be calculated based upon that facility's meter readings. 

Where the new qualifj;ing incremental demand resides in a customer's exist;ng facility with s~rfficient service and metering 
capability to accommodate the business e.:rpansion, the qual(jj,ing incremental billing demand is equal to demand ;,1 e.-rcess of 
the Base A4aximum Billing Demand The Base Maximum BWing Demand for each billing month will he calculated by the 
Company as the average of the previous three years, corresponding month maximum billing demamA, su~ject Ia Terms and 
Conditions items (3) and (4), and will be agreed to by the customer in advance. 

DET/o'RMINATJON OF INCREMENTAL BILLING DEMAND DISCOUNT. 

Customers meeting all Availability C!fService and Terms and CondWons above may contract fOr service for a period C!f'up to 
len (I 0) years, with a commensurate discount period of up toflve (5) years. The (JBDD) fbr a ten (I 0) year contracl.fiJ!Iows: 

(a) For the twelve consecutive monthly billings of the first contract year, the qual(fj,ing incremental billing demand 
charge sha/1 be reduced by 50%ji-om the applicable tarijfL.G.S, Q.P. or C.I.P.-T.O.D. demand charge; 

(h) For the twelve consecutive monthly billings of the second contract year, the qualifj,ing incremental billing demand 
charge shall be reduced by 40%fi·om the applicable tariff L.G.S, Q.P. or C.I.P.-T D. D. demand charge; 

(c) For the twelve consecutive monthly billings of the third contract year, the qualifYing incremental billing demand 
charge shall be reduced by 30%fi-om the applicable tariflL.G.S, Q.P. or C.l.P.-T. D. D. demand charge; 

(Cont'd on Sheet 37-4) 
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4KI<:NTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 37-4 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 37-4 

TARIFF E.D.R. (Cont't/) 
(Economic Development Rider) N 

DETERMINATION OF INCREMENTAL BILLING DEMAND DISCOUNT (Cont'tl). 

(d) For the twelve consecutive monthly billings of the fourth contract year, the qualjfj;fng incremenlal billing demand 
charge shall be reduced by 20%.fi·om the applicable lariff L.G.S., Q.P. or CI.P.-T.O.D. charge, but shall no/ be less 
than the applicable tarijfrate schedule minimum billing demand; 

(e) For the twelve consecutive monthly billings of the f(jlh contract year, the qualifYing h1cremental billing demand 
charge shall be reduced by JO%from the applicable lariffL.G.S., Q.P. or C./.P.-T.O.D. demand charge, hut sha/1 no/ 
be less than the applicable tar([frate schedule minhnum billing demand; and 

(/) A II subsequent monthly billings shall be at the fidl charges stated in the applicable tariff rate schedule for contract 
years six (6) through ten (10). 

The starting point for the IBDD is dependent upon the length of contract: i.e., an eight (8) year contract will have four (4) 
years of discount beginning -with the TBDD of 40% in year one (I). Similarly, a six (6) year contract will have three (3) years 
qldisc:ounl beginning whh the IBDD of 30% in year one (I). 

DETERMINATION OF SUPPLEMENTAL ELLING DEMAND DISCOUNT. 

AI !he Company's discretion, a (SBDD) ·which is applicable to the monthly incremenlal billing demand charge is available to 
customers meeting all Availability qf Service and Terms and Conditions above, and that create at least twenty five (2 5) new 
permanent joh opportunities in the facility and that maintain those job opportunities in each discount year. The amount of ~~-, 
addhiona! discount is determined by the actual number ofjobs maintained in each year. The SDDD .f(;r a len (10) year 
con! ract ./(JII ows: 

(a) For the twelve consecutive monthly billings of the flrst contract year, the quafijj,ing incremental billing demand 
charge shall be reduced an additional 5% for an increase qf at least 50 jobs or 2.5% fbr an increase of at least 25 
jobs; 

(h) For the twelve consecutive monthly billings of the second contract year, the qual(/j,ing incremental hillinp; demand 
charge shall be reduced 4.5%for at least 50 jobs or 2.0%for at least 25jobs. 

(c) For the twelve consecutive monthly billings qf the third contract year, the qualifj,ing incremento! hilling demand 
chorge shall be reduced an additional4%for an increase of at least 50 jobs or I. 5%f0r an increase qlat least 25 
jobs; 

(d) For the twelve consecutive monthly billings of the fourth contract year, the qual(fj,ing incremento! hilling demand 
charge shall be reduced an additional3.5%for an ;ncrease of at least 50 jobs or I. O%for an increase c~lat least 25 
jobs; 

(Coni'd on Sheet 37-5) 
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5KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 37- 5 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 37-5 

TARIFF E.D.R. (Cont'd) 
(Economic Development Rider) 

N 

DETERMINATION OF SUPPLEMENTAL ELLING DEMAND DISCOUNT (Cont'd). 

(e) For the twelve consecutive monthly billings qf the fifth contract year, the qual(fYing incremental billing demand 
charge shall be reduced an additional3%.for an increase of at least 50 jobs or 0.5%f0r an increase qj"at least 25 
johs,· and 

(f) All subsequent monthly billing shall be at the fidl charges stated in the applicable tariff rate schedule for contract 
years six (6) through ten (10) 

The length of the SBDD shall be identical to the length of the IBDD. The starting point for the discount will b~ 
commensurate with the contract length, i.e., an eight {8) year contract will have four (4) years of discount with the SBDD ~l 
either 4.5% or 2.0% as appropriate b1 year one (1). 

The appropriate discount(s) shall be applicable over a period of up to 60 consecutive bi!Ung months beginning with the firs/ 
such month following the end qfthe start-up period The start-up period shall commence ·wdh the effective date q(the contract 
addendwnfOr service under this EDR and shall terminate by mutual agreement between the Company and the customer. in no 
event shelf/the start-up period exceed 12 months. 

TERMS OF CONTRACT. 

A contract or agreement addendum for service under this Rider, in addition to service under Tariff., L.G.S., Q.P. or C.l.P.
TOD., shall be executed by the customer and the Company for the time period which includes the start-up period and the 
multi-year period duni1g which a Total Demand Charge discount r:<> 1i1 effect and an equal multi-year period during which the 
customer agrees to pay the filii rates in the applicable Tar{[[ rate schedule. 

At a minimum, the contract or agreement addendum shall spec(fj; the Base Maximum Bilhng Demancf, the anticipated annual 
Iota! qualffying demand, the Ac{justment Factor and related provisions to be appbcable under this Rider, and the e.fj(xtive date 
fUr the contract addendum. 

The customer may discontinue service under this Rider before the end of the contract or agreement addendum only by 
reimlnrrsing the Company fOr any and all demand reductions received under this Rider ·when billed at the applicable tar(jf 
schedule rate. 

SPECIAL TERMS AND CONDITIONS. 

F,xcept as otherwise provided in this Rider, H'l'itten agreements shall remain subject to all qlthe provisions qj"lhe app/;cable 
lariffs. This Rider is subject to the Company's Terms and Conditions ofServke. N 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 38-1 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 38-1 

BIG SANDY RET/BEMENT RIDER 
(B.S.R.R.) 

APPLICABLE. 

To Tari!J' R.S., R.S.-L.M.-T.O.D., R.S.-J:O.D., Experimental R.S.-T.O.D.2, S~G.S~. S.G.S-TO.D., MUS., M.US.
T.O.D., L.G.S., LG.S.-T.O.D., J.G.S., C.S.-I.R.P., M.W., O.L. ondS.L. 

1. Pursuant to the final order o.fthe Kentucky Public Service Commission in Case No. 2012-00578 and the 
Stipulation and Settlement Agreement dated July 2, 2013 as filed and approved by the Commission, Kentucky 
Power Company is to recover ji·01n retail ratepayers the coal-related retirement costs ofBig Sandy Unit !, the 
retirement costs of Big Sandy Unit 2 and other site-related retirement costs that will not continue in use on a 
leve/ized basis, including a ·weighted average cost of capital (WACC) carrying cost over a 25 year period 
beginning when neH' base rates are set fOr the Company that include Nfitchell Units 1 and 2. 'l'lw term 
"Retirement Costs" as used in this agreement are defined as and shall include the net book value, materials 
and supplies that cannot be used economically at other plants owned by Kentucky Power, and removal costs 
and salvage credits, net of related AD IT. Related ADJT shall include the fax benefits ji-om fa.\" abandonment 
losses. 

2. The allocation of the leve!ized revenue requirement (LRR) between residential and all other customers shall he 
based upon their respective contribution to total retail revenues fOr the most recent calendar twelve month 
period, according to the fo/lo··wing formula: 

Residential Allocation RA(m) 

All Other Allocation OA(m) 

Where: 
(m) = the expense month; 

LRR(m) x KY Residential Retail Revenue RR(b) 
KY Retail Revenue R(b) 

LRR(m) x KY All Other Classes Retail Revenue OR(b) 
KY Retail Revenue R(b) 

(b) =.Most recent available twelve calendar-month period ended December 31. 

3. The Residential Asset Transfer Adjustment shall provide for monthly ac(justments based on a percent oj"total 
revenues, according to the following.fOrmula: 

Residential Asset Transfer Acljustment Factor 

Where: 
Net !vfonthly Residential Allocation N RA(m) 

Residential Retail Revenue RR(m) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 38-2 

RATE. (Cont'dl 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 38-2 

BIG SANDY RETIREMENT RIDER(CONT'D) 
(B.S.R.R.) 

4. The All Other Classes Asset Transfer Adjustment shall provide for monthly adjustments based on a percent of non
fuel revenues, according to the following formula: 

All Other Classes Asset Transfer Acfjustment Factor 

Where: 
Net .A1onthly All Other Allocation NOA(m) 

All Other Classes Non-Fuel Retail Revenue ONR(m) 

Net Month/vAll Other Allocation NOA(m) 
All Other Classes Non-Fuel Retail Revenue 
ONR(ln) 

Monthly All Other Allocation OA(m), net of 
Over/ (Under) Recovery Adjustment; 

Monthly Non-Fuel Retail Revenue for all 
classes other than residential for the expense 
month (m). 

5. The monthly Big Sandy Retirement Rider adjustments shall be filed with the Commission ten (I 0) days before it is 
scheduled to go into effect, along with all the necessmy supporting data to justify the amount of the adjustments, 
which shall include data, and information as may be required by the Commission. 

N 

6. Copies of all documents required to be filed with the Commission shall be open and made available for public 
in~pection at the office of the Public Service Commission pursuant to the provisions of KRS61.870 to 61.884. N 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 39-1 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 39-1 

APPLICABLE. 

BIG SANDY UNIT 1 OPERATION RIDER 
(B.S.l.O.R.) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., E>perimental R.S.-T.O.D. 2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., L.G.S., 

L.G.S.-T.O.D., I.G.S., C.S.-I.R.P., M. W., O.L., and S.L. 

Tariff Class $/kWh $/kW 

R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., and Experimental R.S.-T.O.D. 2 $0.00330 --

S.G.S. and S.G.S.-T.O.D. $0.00272 --

M.G.S. $0.00141 $0.34 

M.G.S. Recreational Lighting, M.G.S.-L.M.-T.O.D., and M.G.S.-T.O.D. $0.00283 --

L.G.S. and L.G.S.-T.O.D. $0.00139 $0.45 

L.G.S.-L.M.-T. O.D. $0.00276 --

IG.S. and C.S.-IR.P. $0.00139 $0.55 

M.W. $0.00248 --

O.L. $0.00147 --

S.L. $0.00147 --

Tariff BSJ OR includes a!lnon-jilel operating expenses related to Big Sandy Unit I not othervvise included in Tariff S.S.C. or Tariff 

FA C. Tariff BSJ OR shall also include a return on and of Big Sandy Unit 1 gas conversion capital when placed in service. 

The kWh factor as calculated above will be applied to all billing kilowatt-hours for those tariff classes listed above. The kW factor 

as calculated above will be applied to all on-peak and minimum billing demand kW for the !v!GS, LOS and IGS tariff classes. 

The Big Sandy Unit I Operation Rider factors shall be modified annually to collect the approved annual level of Kentucky retail 

jurisdictional Big Sandy Unit 1 revenue requirement and any prior review period (over)/under recove1y. 

The Big Sandy Unit I Operation Rider factors shall be determined as follows: 

For all tariff classes without demand billing: 

BSJEx (BEcJassiBEraraJ + BS/Dx (CPcJasJCProraJ 
kWh Factor 

BEcfa, .. ,. 
kWFactor 0 

For all tariff classes with demand billing: 

BSJ EX (BEe/as.\' /BE1'oi<IJ 
kWh Factor 

BEe/ass 
BS1 D X (CP Ci,./CP """J 

kWFactor 

BDctass 
(Cont'd on Sheet No.39-2) 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 39-2 

CANCELLING P.S.C. KY. NO. 10 SHEET NO. 39-2 

RATES. (Cont'd/ 

Where: 

BIG SANDY UNIT 1 OPERATION RIDER (CONT'D) 
(B.S.l.O.R) 

1. "BSJD" is the actual annual retail Big Sandy Unit 1 demand-related costs, plus any prior review period (over)lunder recove1y. 

2. "BSIE" is the actual annual retail B;g Sandy Unit 1 energy-related costs, plus any prior review period (over)/under recovery. 

3. "BEciass" is the historic annual retail jurisdictional billing kWh for each tariff class for the current year. 

4. "BDctass" is the historic annual retail jurisdictional billing kW for each applicable tariff class for the current year. 

5. "CPc!ass" is the coincident peak demand for each tariff class estimated as follows: 

Tariff Class BEctass CP/kWh Ratio CPciass 

(I) (2) (3) (4)~(2)x(3) 

RS., R.S.-L.M-T.O.D., R.S.-T.O.D., and l;"xperimental R.S.-T.O.D. 0.0236060% 

S.G.S and S.G.S.-T.O.D. 0.0163937% 

MG.S. 0.0177002% 

lvf.G.S. Recreational Lighting, MG.S.-L.lvf.-T.O.D., and M.G.S.-

T.O.D. 0.0177002% 

L.G.Sand L.G.S.-T. O.D. 0.0169381% 

L.G.S.-L.M-T.O.D. 0.0169381% 

J.G.S. and C.S.-IR.P 0.0130626% 

M.W. 0.0134057% 

O.L. 0.0009431% 

S.L. 0.0009890% 

BE1otal CProtal 

6. "BErotal" is the sum of the BEcht~sfor all tariff classes. 

7. "CPTota/' is the sum of the CPctassfor all tarijfclasses. 

The factors as computed above are calculated to allow the recovery of Uncollectible Accounts }:Xpense of0.3% and the KPSC Maintenance 
Fee o/0.1952% and other similar revenue based taxes or assessments occasioned by the Big Sandy Unit I Operation Rider revenues. 

The annual Big Sandy Unit 1 Operation Rider factors shall be filed with the Commission ten (1 0) days before it is scheduled to go into effect, 
along with all necessmy supporting data to justify the amount of the adjustments, which shall include data and iriformation as may be 
required by the Commission. 

Copies of all documents required to be filed with the Commission shall be open and made available for public inspection at the office of the 
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Public Service Commission pursuant to the provisions ofKRS 61.870 to 61.884. N 
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KENTUCKY POWER COMPANY 

APPLICABLE. 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 40-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 40-1 

NERC COMPLIANCE AND CYBERSECURITY RIDER 
(N.C.C.R.) 

To 7rw([/s R.S.. II.S.-L.M.-T.O.D., R.S.-T.O.D., Experimenta//I.S.-'l:O.D. 2, S.G.S., SG.S.-T.O.D., MG.S., M.G.S-7:0./J., LG.S.. /.,G..\'.-7:0./J., 

!.G.S .. CS.-f.R.P .. M.W., O.L., andSL. 

TariffCiass ¢/kWh $/kW 

R.S.. R.S.-L.M.-1:0.D.,li.S.-T.O.D., and Experimental R.S.-T.O.D. 2 0.0000 --

S.G.S. and S.G.S.-T.O.D. 0.0000 --

M.G.S. 0.0000 0.00 

M.G.S. Recreational LighNng, A1.G.S.-L.lvl.-TO.D., and M.G.S.-J:O.D. 0.0000 --

L.G.S. and LG.S.-T.O.D. 0.0000 0.00 

LG.S-L.-M.T.O.D. 0.0000 0.00 

f.G.S. and C.S-I.R.P. 0.0000 0.1!0 

M.W. 0.0000 --

O.L. 0.0000 --

S.L. 0.0000 --

The kfYh adjustment factor as calculated above --will be applied to all billing kilowatt-hours for those tariff classes listed above. The kW 

ac(jusfment.faclor as calculated above will be applied to all on-peak and minimum billing demand kW fOr the MGS, LG.)' and JGS tar(ffclasses. 

The N l·,·uc Compliance and Cybersecurity Rider adjustment factors shall be modified annually to collect the Commission's approved annual 

level ofKentucky retailjurisdictiona/ NERC Compliance and Cybersecurity expenses and any prior review period (over) Iunder recove1y 

The NF.RC Compliance and Cybersecurity Rider adjustment factors shall be determined as follows: 

For all tar{fTclasses without demand bilhng: 

kWh Ac(justment Factor 

kW ;/c(justment Factor 0 

For all tariffc/asses with demand billing: 

NCE :x (BEn~~.~,. IBl~rotaJ 

kfYh !lcljustment Factor 

BHctus,,· 

NCDx (CPc'tu.~,./CProtaJ 

k/Y Ac(juslment Factor 

BDctas.1· 
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CANCELLING P.S.C. KY. NO. 10 SHEET NO. 40-2 

RATES: (Co11t'dl 

Where: 

NERC COMPLIANCE AND CYBERSECURITY RIDER (CONT'D) 
(N.C.C.R.) 

1. "NCD" is the actual annual retail NERC Compliance and Cybersecurity demand-related costs, plus any prior review period 
(over)/under recove1y. 

2. "NCE" is the actual annual retail NERC Compliance and Cybersecurity energy-related costs, plus any prior review period 
( over)lunder recovery. 

3. "BEctass" is the historic annual retail jurisdictional billing kWh for each tariff class for the current year. 

4. "BDc!a.~~" is the historic annual retail jurisdictional billing kW for each applicable tariff class for the current year. 

5. "CP Clas/' is the coincident peak demand for each tariff class estimated as follows: 

Tariff Class BEe/ass CP/kWh Ratio CPctass 
(I) (2) (3) (4)~(2)x(3) 

R.S.. R.S.-L.M.-T.O.D .• R.S.-T.O.D .• and Experimental R.S.-T.O.D. 2 0.0236060% 

S.G.S. and S.G.S.-T.O.D. 0.0163937% 

M.G.S. 0.0177002% 

MG.S. Recreational Lighting, MG.S.-L.M.-TO.D., and lvf.G.S.-

T.O.D. 0.0177002% 

L.G.S.and L.G.S.-T.O.D. 0.0169381% 

L.G.S.-L.M-T.O.D. 0.0169381% 

IG.S. and C.S.-1./I.P. 0.0130626% 

M.W 0.0134057% 

O.L. 0.0009431% 

S.L. 0.0009890% 

SErota/ CProtal 

6. "BETota/' is the sum of the BEcrassfor all tariff classes. 

7. "CProtal" is the sum of the CPC/assfor all tariff classes. 

The adjustment factor as computed above shall be fitrther modified to allow the recove1y of Uncollectible Accounts Expense of0.3% and the 

KPSC Maintenance Fee of 0.1952% and other similar revenue based taxes or assessments occasioned by the NERC Compliance and 
Cybersecurity Rider adjustment revenues. 

(Cont'd on Sheet No. 40-3) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23, 2015 

ISSUED BY: JOHN A. ROGNESS 1!'~:~ 
"~_:00 -

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 

N 
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NERC COMPLIANCE AND CYBERSECURITY RIDER (CO NT" D) 
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RATES. (Cont'tll 

The initial NERC Compliance and Cybersecurity Rider adjustment factors shall be filed with the Commission six (6) months before the 
initial rates are scheduled to go into effect and ten (I 0) days before any subsequent annual rate adjustments are scheduled to go into effect, 

along with all necessary supporting data to justify the amount of the adjustments, which shall include data and information as may be 

required by the Commission. 

Copies of all documents required to be filed with the Commission shall be open and made available fOr public inspection at the office of the 

Public Service Commission pursuant to the provisions ofKRS 61.870 to 61.884. 
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DIRECT TESTIMONY OF 

JASON M. STEGALL, ON BEHALF OF 
KENTUCKY POWER COMPANY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
 

I. INTRODUCTION 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A. My name is Jason M. Stegall.  My business address is 1 Riverside Plaza, 2 

Columbus, Ohio.  I currently hold the position of Regulatory Consultant in the 3 

Regulated Pricing and Analysis department for the American Electric Power 4 

Service Corporation (“AEPSC”), a subsidiary of American Electric Power 5 

Company, Inc. (“AEP”).  AEP is the parent company of Kentucky Power 6 

Company (“Kentucky Power” or “Company”) and AEPSC is Kentucky Power’s 7 

services provider company. 8 

II.   BACKGROUND 

Q. PLEASE SUMMARIZE YOUR BACKGROUND AND EMPLOYMENT 9 

HISTORY. 10 

A. In May 1997, I earned my Bachelor of Science Degree in Accounting from 11 

Virginia Polytechnic Institute and State University.  In August 2011, I earned my 12 

Master’s Degree in Business Administration from the Ohio State University. 13 

  In June 1997, I joined AEPSC as an Accountant in the Regulated 14 

Accounting Division of the Accounting Department.  In July 2009, I joined the 15 

Regulatory Services Department as a Regulatory Consultant.  From July 2009 16 

through June 2010, I performed duties as a Regulatory Consultant in Customer 17 

and Distribution Services Support, where I was responsible for assisting customer 18 
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services and distribution services witnesses in regulatory proceedings by 1 

supporting testimony preparation, providing research in support of the discovery 2 

process, and compiling data for regulatory filings.  In July 2010, I joined 3 

Regulated Pricing & Analysis, where my responsibilities include preparation of 4 

cost-of-service studies, rate design and tariff provisions for the AEP operating 5 

companies. 6 

Q. HAVE YOU PREVIOUSLY TESTIFIED IN ANY REGULATORY 7 

PROCEEDINGS? 8 

A. Yes.  I submitted testimony before the Kentucky Public Service Commission in 9 

Case No. 2013-00197.  In addition, I have submitted testimony before the Indiana 10 

Utility Regulatory Commission and the Michigan Public Service Commission 11 

regarding cost-of-service and rate design.   12 

III. PURPOSE OF DIRECT TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS 13 

PROCEEDING? 14 

A. The purpose of my testimony is to support three test year revenue adjustments, to 15 

address the allocation of the requested rate increase to Kentucky Power’s 16 

customer classes, and to support and describe the development of the Company’s 17 

Class Cost-of-Service Study. 18 

Q. WHAT EXHIBITS ARE YOU SPONSORING IN THIS PROCEEDING? 19 

A. I am sponsoring the following exhibits: 20 

Exhibit JMS-1 Customer Annualization Adjustment 21 
Exhibit JMS-2 Class Cost-of-Service Study 22 
Exhibit JMS-3 Revenue Allocation 23 
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IV.  REVENUE ADJUSTMENTS 

Q. ARE YOU RESPONSIBLE FOR THE DEVELOPMENT OF THE 1 

CUSTOMER MIGRATION ADJUSTMENT? 2 

A. Yes. 3 

Q. PLEASE DESCRIBE THE ADJUSTMENT. 4 

A. The purpose of the customer migration adjustment is to determine the test year 5 

revenue that Kentucky Power would have received if each customer were billed 6 

for the entire twelve months of the test year on the tariff under which the 7 

customer was taking service at the end of the test year.  For example, a customer 8 

may have been billed under the MGS (Medium General Service) tariff for the first 9 

seven months of the test year and then billed under the LGS (Large General 10 

Service) tariff for the remaining five months of the test year.  During the test year, 11 

over 650 customers changed tariffs. 12 

The Customer Migration Adjustment starts with the “per books revenue” 13 

as shown in Section III of this filing.  “Per books revenues” means the revenues 14 

from customers as they were actually billed for each month of the test year.  For 15 

purposes of the Customer Migration Adjustment, these customers would be re-16 

billed for the entire test year under the tariff under which they received service at 17 

the end of the test year to determine the impact on test year revenues.  This 18 

restatement of per books revenue was made for each customer who switched 19 

tariffs during the test year. 20 

Q. WHAT IMPACT DOES THE CUSTOMER MIGRATION ADJUSTMENT 21 

HAVE ON TEST YEAR REVENUES? 22 
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A. The Customer Migration Adjustment results in an increase of test year revenues 1 

of $149,766 as shown in Section V, Schedule 5, Exhibit 2, W4. 2 

Q. ARE YOU RESPONSIBLE FOR THE DEVELOPMENT OF THE 3 

WEATHER NORMALIZATION ADJUSTMENT? 4 

A. Yes. 5 

Q. PLEASE DESCRIBE THE ADJUSTMENT. 6 

A. The purpose of the Weather Normalization Adjustment is to restate test year 7 

revenues and expenses to reflect a 30-year average load compared to the abnormal 8 

weather experienced during the test year.  During the test year, the Company’s 9 

service territory experienced its fifth coldest winter in the last 30 years, which 10 

included the January 6-8, 2014, Polar Vortex that caused PJM to reach a new 11 

wintertime peak.  This is partially offset by the fifth coolest summer over the past 12 

30 years.   13 

   Using data provided by the Company’s Economic Forecasting Group, the 14 

adjustment was calculated to reduce residential energy usage to the level of the 15 

30-year average in order to eliminate the effect of the aberrant weather discussed 16 

in the paragraph above.  The adjustment was limited to the residential customer 17 

class because these customers have the highest correlation of energy usage to 18 

weather.  The result of this adjustment was to reduce total usage by approximately 19 

63.5 million kilowatt-hours and reduce revenues by $5,929,131. 20 

   In addition to the $5,929,131 decrease in test year revenues, test year 21 

operating expenses must also be decreased to reflect the incremental costs 22 

Kentucky Power would avoid. 23 
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   The operating ratio is simply the ratio of operation and maintenance 1 

expense, less labor expense, to operating revenues.  For Kentucky Power, the 2 

operating ratio is 59.86%.  Incremental operating expenses are then calculated by 3 

multiplying the reduction in operating revenue ($5,929,131) by the operating ratio 4 

(59.86%) to yield ($3,548,711).  Incremental state and federal income taxes are 5 

also deducted to yield a net Weather Normalization Adjustment of ($1,458,540) 6 

as shown in Section V, Schedule 5, Exhibit 2, W2. 7 

Q. ARE YOU RESPONSIBLE FOR THE DEVELOPMENT OF THE 8 

CUSTOMER ANNUALIZATION ADJUSTMENT? 9 

A. Yes. 10 

Q. PLEASE EXPLAIN THE PURPOSE OF THE ADJUSTMENT. 11 

A. The purpose of the Customer Annualization Adjustment is to restate test year 12 

revenues and expenses to reflect, on an annual basis, changes in load that 13 

occurred during the test year.  For example, if the number of residential customers 14 

increased during the test year, per books residential kWh sales would have to be 15 

increased to reflect the impact of annualizing load growth that occurred within the 16 

test year.  In addition to the revenue adjustment, test year operating expenses 17 

would also have to be increased to reflect the incremental costs associated with 18 

annualizing test year load growth. 19 

Q. PLEASE DESCRIBE THE ADJUSTMENT. 20 

A. The development of the Customer Annualization Adjustment is shown in Exhibit 21 

JMS-1 with additional detail shown in Section III of this filing.  To ensure that the 22 

Customer Annualization Adjustment reflects only actual customer growth, the 23 
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impact of customer migrations has been eliminated by starting with the data 1 

adjusted for the Customer Migration Adjustment. 2 

Page 1 of Exhibit JMS-1 shows specific changes in large customer loads 3 

as identified by Kentucky Power.  Column (1) contains Kentucky Power’s current 4 

tariffs listed by delivery voltage level.  Column (2) contains the total number of 5 

customers for the test year, while Column (3) contains the number of customers as 6 

of September 30 2014.  Columns (4) and (5) show metered kWh and revenues, 7 

respectively.  Columns (6) through (9) show the specific adjustments for known 8 

changes in large customer usage and the previously mentioned Weather 9 

Normalization Adjustment.  The known customer changes produce an increase in 10 

revenue of $2,320,420, which produces a reduction in revenue of $3,608,711 11 

when netted against the Weather Normalization Adjustment.  Columns (10) 12 

through (13) are the sum of the data shown in Columns (2) through (5) and the 13 

adjustments shown in columns (6) through (9).  This information is the starting 14 

point for the second part of the Customer Annualization Adjustment that is shown 15 

on page 2 of Exhibit JMS-1. 16 

  Column (1) of page 2 of Exhibit JMS-1 contains Kentucky Power’s 17 

current tariffs listed by delivery voltage level.  Column (2) contains the total 18 

number of customers for the test year, while Column (3) contains the average 19 

number of customers for the test year [Column (2) divided by 12].  Column (4) 20 

contains the number of customers as of September 30, 2014.  Customer growth 21 

[Column (5)] is calculated as Column (4) less Column (3). 22 
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  Customer growth [Column (5)] is then multiplied by test year average 1 

kWh per customer [Column (7)] to yield the kWh annualization adjustment 2 

[Column (8)].  The kWh annualization adjustment is in turn multiplied by the test 3 

year average revenue per kWh [Column (10)] to yield a revenue annualization 4 

adjustment of ($2,719,824) as shown in Column (11). 5 

 In addition to the $399,403 decrease ($2,320,420 + ($2,719,824)) in test 6 

year revenues resulting from the first two steps of the Customer Annualization 7 

Adjustment, test year operating expenses must also be decreased to reflect the 8 

incremental cost Kentucky Power would avoid.   9 

 The operating ratio is simply the ratio of operation and maintenance 10 

expense, less labor expense, to operating revenues.  For Kentucky Power, the 11 

operating ratio is 59.86%.  Incremental operating expenses are then calculated by 12 

multiplying the reduction in operating revenue ($399,403) by the operating ratio 13 

(59.86%) to yield ($239,052).  Incremental state and federal income taxes are also 14 

deducted to yield a net Customer Annualization Adjustment of ($98,251) as 15 

shown in Section V, Exhibit 2, W5. 16 

V. CLASS COST-OF-SERVICE STUDY 

Q. PLEASE DESCRIBE THE GENERAL PURPOSE OF A COST-OF-17 

SERVICE STUDY. 18 

A. A cost-of-service study is a basic analytical tool used in traditional utility rate 19 

design.  A cost-of-service study is used to determine the revenue requirement for 20 

the services offered by the utility, and it analyzes, at a very detailed level, the 21 

costs that different classes of customers impose on the utility system.  A 22 
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completed class cost-of-service study shows the total costs the Company incurs in 1 

serving each retail rate class as well as the rate of return on rate base earned from 2 

each class during the test year.  When the process of preparing a cost-of-service 3 

study is completed and all of the costs are allocated to the customer classes, the 4 

result establishes cost responsibility and makes it possible to determine rates 5 

based on costs that are just and reasonable. 6 

Q. WHAT DATA SOURCE IS USED IN THE DEVELOPMENT OF A COST-7 

OF-SERVICE STUDY? 8 

A. The historic accounting records of Kentucky Power are used in the cost-of-service 9 

studies.  These accounting records are reflected in the jurisdictional cost-of-10 

service study, as shown in Section V of this filing, and in the class cost-of-service 11 

study.  The Company follows the Uniform System of Accounts (USOA) as 12 

prescribed by FERC and adopted by this Commission.  The USOA sets the 13 

guidelines for recording assets, liabilities, income and expenses into various 14 

accounts.  The costs recorded in each FERC account are examined to verify 15 

compliance with these guidelines and are typically adjusted to reflect the 16 

applicable regulatory commission's policies and for known and measurable 17 

changes to the test year level of expenditures. 18 

Q. AFTER THE COSTS RECORDED IN FERC ACCOUNTS ARE 19 

EXAMINED AND ADJUSTED, WHERE APPROPRIATE, HOW ARE 20 

THESE COSTS ASSIGNED TO EACH CUSTOMER CLASS? 21 

A. This accounting cost information is assigned to the different customer classes in a 22 

way that reflects the costs of providing utility service to the various customer 23 
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classes.  This is accomplished using a standard three-step process:  1 

functionalization of costs, classification of costs, and, finally, allocation of costs. 2 

Q. PLEASE EXPLAIN THE FUNCTIONALIZATION PROCESS. 3 

A. Functionalization is the process of separating costs according to electric system 4 

functions.  Typically, functions in an electric utility include the following:  5 

1) Production and Purchased Power costs, 6 

2) Transmission costs,  7 

3) Distribution costs, 8 

4) Customer Service costs, and 9 

5) Administrative and General (“A&G”) costs.  10 

  The production function includes the costs associated with power 11 

generation and power purchases and their delivery to the bulk transmission 12 

system.  The transmission function consists of costs associated with the high 13 

voltage system utilized for the bulk transmission of power to and from 14 

interconnected utilities to the load centers of the utility's system.  The distribution 15 

function includes the radial distribution system that connects the transmission 16 

system and the ultimate customer.  The customer service function encompasses 17 

the costs associated with providing meter reading, billing and collection, and 18 

customer information and services.  The A&G function is comprised of costs that 19 

may not be directly assignable to other cost functions.  These costs include such 20 

items as management costs and administrative buildings.  A&G costs are 21 

generally allocated to the remaining functions based on labor. 22 

Q. PLEASE EXPLAIN THE CLASSIFICATION PROCESS. 23 
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A. The second step is to separate the functionalized costs into classifications of 1 

demand costs, energy costs, and customer costs.   2 

 Typical cost classifications used in cost studies include the following: 3 

  Function   Classification 4 

   Production   Demand, Energy 5 

   Transmission   Demand 6 

   Distribution   Demand, Customer 7 

   Customer Service  Customer 8 

Demand costs are associated with the kW demand imposed by the 9 

customer.  These are fixed costs which are incurred regardless of the level of 10 

energy sales.  An example of a demand-related cost is the investment in 11 

production, transmission or distribution facilities, such as a generating unit 12 

including transmission and distribution poles and lines.     13 

Energy costs vary with the number of kilowatt hours used by the 14 

customer.  Production costs such as incremental fuel and certain production 15 

operation and maintenance expenses are energy-related since they vary with the 16 

level of sales of electricity. 17 

Customer costs are directly related to the number of customers served.  18 

These are fixed costs which are incurred regardless of the level of energy sales.  19 

Meter and customer service costs are examples of costs whose levels are fixed by 20 

the number of customers. 21 

The classification process provides a basis on which to allocate different 22 

categories of costs (demand, energy or customer) to the Company’s classes. 23 
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Q. PLEASE EXPLAIN THE ALLOCATION PROCESS. 1 

A. The third and final step is to allocate the functional and classified costs among the 2 

classes of customers based on how the costs are incurred for each class.  3 

Allocation factors are used to assign these costs to the various customer classes.  4 

Customer classes are determined and grouped according to the nature of service 5 

provided, voltage level and the load usage characteristics.  The three principal 6 

customer classes are residential, commercial, and industrial.   7 

  The allocation process involves multiplying the functional and classified 8 

costs by the allocation factors, which results in costs assigned to each class.  The 9 

objective in this process is to determine a reasonable, appropriate, and 10 

understandable method to assign the costs.  Some costs are directly assignable to a 11 

single class, or even a single customer.  For instance, the costs associated with the 12 

poles and luminaries used for street lighting are directly assigned to the street 13 

lighting class.  Most costs, however, are attributable to more than one type of 14 

customer.  These are joint costs and must be allocated to customers by an 15 

allocation methodology that is based on the manner in which the costs are caused 16 

by the different customers.   17 

  The following flowchart (Figure 1) provides an overview of how the 18 

allocation of costs to customer classes is determined. 19 
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  In the illustration above, costs are functionalized into production, 1 

transmission, distribution, etc.  Some of these costs can be directly assigned to a 2 

customer class.  The remaining joint costs are incurred based on the number of 3 

customers, the energy used, or by the capacity demanded.  In many instances, the 4 

classification process will lead to an allocation methodology.  For example, the 5 

cost of billing customers varies with the number of customers as well as the 6 

complexity of preparing the customer’s bill, so those costs associated with billing 7 

are allocated to the customer classes based on a weighted number of customers.  8 

An allocation factor using a weighted number of customers is developed by 9 

Figure 1: 
Cost Allocation Example 

Costs 

Production Transmission Customer 
 Service 

Administrative  
& General 

Number of Customers Energy (kWh) Capacity (kW) 

Customer Classes 

Residential Other Commercial Industrial 

Direct Assign Allocation 

Assignment to Classes 

Distribution 

Functionalization 

Classification 
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multiplying the number of customers in each class by a factor representing the 1 

difference in cost associated with providing that service to different types of 2 

customers.  Similarly, the cost of fuel varies by the number of kilowatt hours 3 

consumed and, therefore, is allocated based on the proportion of total energy used 4 

by a customer class.   5 

  The next step is the classification of the functionalized costs as demand-, 6 

energy- or customer-related.  The final step in the cost assignment process is to 7 

allocate the functionalized and classified costs to the customer classes through the 8 

use of allocation factors.   9 

When this process is completed and all of the costs are allocated to the 10 

customer classes, the result is a fully allocated cost study that establishes cost 11 

responsibility and makes it possible to determine rates based on costs that are just 12 

and reasonable. 13 

Q. WHAT CRITERIA ARE USED WHEN SELECTING ALLOCATION 14 

FACTORS FOR EACH FUNCTIONAL AND CLASSIFIED COST?  15 

A. Generally, the following criteria should be used to determine the appropriateness 16 

of an allocation methodology: 17 

1) The method should reflect the planning and operating 18 

characteristics of the utility's system. 19 

2) The method should recognize customer class characteristics such 20 

as energy usage, peak demand on the system, diversity 21 

characteristics, number of customers, etc. 22 

3) The method should produce stable results on a year-to-year basis. 23 
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  4) Customers who benefit from the use of the system should also bear 1 

 appropriate cost responsibility for the system. 2 

Q. DOES THE ALLOCATION METHOD EMPLOYED BY THE COMPANY 3 

MEET THESE OBJECTIVES? 4 

A. Yes, it does.  The allocation methodology utilized in the Company’s cost-of-5 

service study was chosen while considering each of the criteria listed above.  The 6 

results of the cost-of-service study can be relied upon to determine the appropriate 7 

revenue requirement for the Kentucky Power customer classes. 8 

VI. ALLOCATION BASIS 

Q.  PLEASE EXPLAIN THE ALLOCATION OF PRODUCTION PLANT.   9 

A.  After electric plant-in-service is functionalized into production, transmission, 10 

distribution and general plant, production plant is classified as demand-related 11 

and is allocated using the production demand allocation factor.  The production 12 

demand allocation factor assigns costs based on the class contribution to the 13 

average of Kentucky Power’s 12 monthly peaks on the production facilities for 14 

the test period ended September 30, 2014. 15 

Q. PLEASE EXPLAIN HOW GENERATOR STEP-UP TRANSFORMERS 16 

WERE ALLOCATED.   17 

A. Generator step-up transformers are included in transmission plant, but were 18 

allocated using the production demand allocation factor since they are more 19 

related to the production function.  20 

Q. PLEASE EXPLAIN THE ALLOCATION OF TRANSMISSION PLANT. 21 
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A. Transmission plant, excluding generator step-up transformers, is classified as 1 

demand related and is allocated using the transmission demand allocation factor.  2 

The transmission demand allocation factor assigns costs based on the class 3 

contribution to the average of Kentucky Power’s 12 monthly peaks on the 4 

transmission facilities. 5 

Q. PLEASE EXPLAIN THE ALLOCATION OF DISTRIBUTION PLANT. 6 

A. Distribution plant is classified as demand / customer related and allocated to the 7 

customer classes using factors based on demand levels or number of customers.  8 

Distribution plant accounts 360 through 368, as shown on Exhibit JMS-2, were 9 

classified solely as demand-related.  Accounts 360, 361 and 362 were allocated to 10 

the distribution customer classes based on their contributions to the average of 11 

Kentucky Power’s 12 monthly peak demands on the primary distribution system.   12 

  Accounts 364 through 368 were split into primary and secondary voltage 13 

functions based upon information contained in the company’s records and the 14 

expertise of the company’s distribution engineers.  The primary portions of 15 

accounts 364 through 368 were allocated using the average of 12 monthly peak 16 

demands on the distribution system.  The secondary component of accounts 364 17 

through 368 were allocated based on a combination of each class's 12-month 18 

maximum demand and the summation of individual customers' annual maximum 19 

demands in each class served from those facilities.  This process reflects the fact 20 

that some secondary facilities serve only one customer, while others serve two or 21 

more customers.  22 
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  Services, account 369, was classified as customer-related and was 1 

allocated using the average number of secondary customers served. 2 

   Meter plant was allocated using the average number of customers 3 

weighted by a factor which considers the cost differential of various metering 4 

installations.  Account 371 was directly assigned to the outdoor lighting class and 5 

account 373 was directly assigned to the street lighting class.  6 

Q. PLEASE EXPLAIN HOW GENERAL AND INTANGIBLE PLANT WAS 7 

ALLOCATED. 8 

A. General and intangible plant and investment reflects a composite demand, energy 9 

and customer classification.  General and intangible plant investment is allocated 10 

on the basis of payroll labor. 11 

Q. PLEASE DESCRIBE THE ALLOCATION OF ACCUMULATED 12 

PROVISION FOR DEPRECIATION AND AMORTIZATION. 13 

A. Accumulated Provision for Depreciation and Amortization was functionalized and 14 

classified in a fashion similar to Electric Plant-in-Service.  Production, 15 

transmission, distribution and general and intangible related amounts were 16 

allocated based upon the allocation of the related Electric Plant-in-Service costs. 17 

Q. PLEASE DESCRIBE THE ALLOCATION OF WORKING CAPITAL. 18 

A. Working Capital was divided into cash, material and supplies and prepayments.  19 

Cash working capital is related to O&M expense and was allocated based upon 20 

the allocation of total O&M expense.     21 

   Materials and supplies were split between fuel stock, production, 22 

emissions and transmission and distribution.  Fuel stock and emissions materials 23 
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were allocated using the energy allocation factor.  Production-related material and 1 

supplies were allocated using the production demand allocation factor and the 2 

transmission- and distribution-related materials and supplies were allocated using 3 

the allocation of transmission and distribution electric plant-in-service.   4 

   Prepayments were allocated using factors developed from gross plant 5 

relationships.   6 

Q. PLEASE DESCRIBE THE ALLOCATION OF OTHER RATE BASE 7 

COMPONENTS. 8 

A. Plant Held for Future Use is limited to a distribution component that was 9 

allocated using distribution electric plant-in-service. Construction Work-in-10 

Progress was functionalized and allocated using appropriate related Electric Plant-11 

in-Service factors.  Accumulated Deferred Federal Income Tax Credits were 12 

allocated on Electric Plant-in-Service.  Customer Deposits were assigned based 13 

on an analysis of accounting records and customer advances were allocated based 14 

on transmission and distribution plant-in-service.   15 

Q. HOW WERE REVENUES DEVELOPED FOR EACH CLASS? 16 

A. Sales revenues were directly assigned to each class. 17 

Forfeited discounts were directly assigned based on an analysis of 18 

accounting records.  Miscellaneous service revenue was allocated on distribution 19 

plant-in-service. 20 

Rent from electric property and other electric revenue was functionalized 21 

and allocated to classes based on related functional allocators. 22 
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Q. PLEASE DESCRIBE THE ALLOCATION OF PRODUCTION 1 

OPERATION AND MAINTENANCE (“O&M”) EXPENSE. 2 

A. Production-related O&M was classified as either demand or energy related.  The 3 

demand component was allocated using the production demand allocation factor 4 

and the energy component was allocated using the energy allocation factor. 5 

Demand-related system sales revenue was allocated based on the production demand 6 

allocation factor.  Energy-related system sales revenue was allocated on the energy 7 

allocation factor. 8 

Q. PLEASE DESCRIBE THE ALLOCATION OF TRANSMISSION O&M. 9 

A. Transmission-related O&M was broken down into three pieces:  PJM OATT 10 

Transmission Owner (“TO”) revenues, expenses incurred through PJM as a Load 11 

Serving Entity (“LSE”) and the traditional transmission cost-of-service expenses 12 

recorded in FERC accounts 560 – 574.  Revenues earned through PJM as a TO 13 

and the traditional transmission cost-of-service expenses are classified as 14 

transmission and allocated using the transmission demand allocation factor.  15 

Expenses incurred through PJM as a LSE are classified as production expenses 16 

and allocated using the production demand allocation factor.   17 

Q. PLEASE DESCRIBE THE ALLOCATION OF DISTRIBUTION O&M 18 

AMONG THE VARIOUS CUSTOMER CLASSES. 19 

A. Distribution O&M expenses were functionalized and classified according to the 20 

associated distribution plant accounts and allocated accordingly.  Accounts 581, 21 

Load Dispatching and 582, Station Expenses were allocated using the distribution 22 

demand allocation factor.  Account 583 Overhead Line Expense was allocated 23 
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based upon the same allocation used for plant account 365 Overhead Lines.  1 

Account 584 Underground Line Expense was allocated based upon the same 2 

allocation used for plant accounts 366 Underground Conduit and 367 3 

Underground Lines.  Account 585, Street Lighting Operation Expense, was 4 

classified as customer-related and directly assigned to the street lighting class.  5 

Meter Operation Expense, account 586, was classified customer-related and 6 

allocated in the same manner as meter plant.  Account 587, Customer Installation 7 

Expense was classified as customer-related and allocated based on primary 8 

customers. 9 

  Accounts 588 and 589 were allocated on total distribution plant and 10 

classified accordingly.  Account 580 was classified as demand- and customer-11 

related and allocated using the allocated subtotal of accounts 581 through 589. 12 

   Accounts 591 and 592 were classified demand-related and allocated on the 13 

distribution demand allocation factor.  Accounts 593, 594, and 595 were 14 

functionalized and classified according to the associated distribution plant 15 

accounts and allocated accordingly.  Distribution maintenance account 596 was 16 

directly assigned to the street lighting class.  Account 597 was classified 17 

customer-related and allocated in the same manner as meter plant.  Account 598 18 

was classified customer-related and directly assigned to the outdoor lighting class.  19 

Account 590 was classified and allocated based on the sum of the allocated O&M 20 

expense accounts 591 through 598. 21 
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Q. CAN YOU EXPLAIN HOW CUSTOMER ACCOUNTING (ACCOUNTS 1 

901-905), CUSTOMER SERVICES (ACCOUNTS 907-910) AND SALES 2 

EXPENSE (ACCOUNTS 911-916) WERE ALLOCATED? 3 

A. Account 902, Meter Reading Expense, was allocated to those classes with meter 4 

installations based upon an average number of customers weighted to reflect 5 

differences in meter reading requirements.  Customer Records Expense, account 6 

903, was divided into two categories of cost; call center and other.  Call center 7 

costs were first split into residential and other based on the number of calls 8 

received and then other call center expenses were allocated based on the number 9 

of customers.  The other category of expenses was allocated based on the number 10 

of customers.  Account 904, Uncollectibles, was allocated based on the number of 11 

customers.  Accounts 901 and 905 were allocated based on the sum of the 12 

allocated accounts 902, 903 and 904.   13 

  Accounts 907 through 916, Customer Service Expenses and Sales 14 

Expenses, were allocated based on the number of customers. 15 

Q. PLEASE DESCRIBE THE ALLOCATION OF ADMINISTRATIVE AND 16 

GENERAL (“A&G”) EXPENSE. 17 

A. A&G expense, excluding regulatory expense, was functionalized and classified 18 

using O&M labor expense.  The functionalized/classified cost was then allocated 19 

using the appropriate functional classification allocator. A&G regulatory expense 20 

was allocated to the customer classes based on sales revenue. 21 

Q. PLEASE DESCRIBE THE ALLOCATION OF DEPRECIATION AND 22 

AMORTIZATION EXPENSE. 23 



STEGALL- 21 

 

A. The functionalized components of depreciation and amortization expense were 1 

allocated using the corresponding plant items. 2 

Q. PLEASE DESCRIBE HOW OTHER EXPENSES WERE ALLOCATED. 3 

A. Other Expense items were allocated using the appropriate plant or demand 4 

allocator.  The Gain on Disposition of Utility Plant was allocated based on 5 

distribution plant.  Accretion was allocated on production demand.  The Interest 6 

Income and Interest Expense items were allocated based on gross utility plant.  7 

Interest on Customer Deposits was allocated using the customer deposit allocator 8 

that was also used for the customer deposit rate base offset. 9 

Q. HOW WERE TAXES ASSIGNED TO THE CUSTOMER CLASSES? 10 

A. Individual tax items other than income taxes were allocated and classified using 11 

the appropriate revenue, labor or plant allocator. 12 

Interest expense was allocated on rate base and individual Schedule M 13 

items were allocated using the appropriate allocators.  State and current Federal 14 

income taxes were computed by class.  Feedback of prior Investment Tax Credit 15 

Normalized was allocated based on gross utility plant and individual Deferred 16 

Federal Income Tax items were allocated using the appropriate allocation factors. 17 

Q.  PLEASE DESCRIBE THE ALLOCATION OF THE ALLOWANCE FOR 18 

FUNDS USED DURING CONSTRUCTION (“AFUDC”) OFFSET. 19 

A. The AFUDC offset was split between the individual functionalized components.  20 

The production component was allocated using the production demand allocator.  21 

The transmission and distribution components were allocated using the 22 
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corresponding plant allocators.  The general plant component was allocated using 1 

the labor allocation factor. 2 

Q. PLEASE DESCRIBE THE ALLOCATION OF THE VARIOUS 3 

JURISDICITONAL ADJUSTMENTS. 4 

A. The jurisdictional adjustments are identified in the various sections of the cost-of-5 

service study to which they apply.  Each adjustment was allocated using a method 6 

consistent with both the nature of the adjustment and the underlying line item 7 

being adjusted.  For example, an adjustment to employee-related expenses would 8 

be allocated using the labor allocation factor but an adjustment for Big Sandy 9 

Plant O&M expenses would be allocated using the production demand allocation 10 

factor. 11 

VII. REVENUE ALLOCATION 

Q. WHAT IS THE RESULTING EARNED RATE OF RETURN FOR EACH 12 

CLASS SHOWN IN THE CLASS COST-OF-SERVICE STUDY? 13 

A. The resulting earned rates of return are as follows: 14 

CLASS ROR 

Residential  4.55 % 

Small General Service  14.68 % 

Medium General Service  15.60 % 

Large General Service  11.88 % 

Quantity Power  10.84 % 

Commercial and Industrial Power - Time of Day  9.10 % 

Municipal Waterworks 14.41 % 

Outdoor Lighting  11.39 % 

Street Lighting 17.03 % 
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CLASS ROR 

Total Kentucky Power Jurisdiction  7.89 % 
 

Q. HOW ARE THESE RATES OF RETURN USED IN THIS PROCEEDING? 1 

A.   The earned rates of return for each class form the basis for the allocation of the 2 

revenue increase required for each class. 3 

Q. PLEASE EXPLAIN THE PRINCIPLES OR GUIDELINES THAT YOU 4 

FOLLOWED IN ALLOCATING THE PROPOSED REVENUE INCREASE 5 

AMONG THE TARIFF CLASSES. 6 

A. One key objective of ratemaking is to design rates such that they reflect as nearly 7 

as possible the actual costs of serving the customer.  To fully meet this objective 8 

would require that the rates of return for all tariff classes be equalized.  However, 9 

as discussed by Company Witness Wohnhas, the Company opted not to equalize 10 

returns across tariff classes. 11 

Q. PLEASE DESCRIBE EXHIBIT JMS-3. 12 

A. Exhibit JMS-3 is the calculation of the allocation of the proposed revenue 13 

increase to each class of customers.  Page 1 is a summary of the calculation of the 14 

required sales revenue per class, net of the Transmission OATT adjustment.  Page 15 

2 of the exhibit calculates the current subsidies received by each class.  Page 3, in 16 

Columns 2 through 11, shows the calculation of the required sales revenue for 17 

each class before adjusting to include each class’ current subsidy.   18 

Q.   PLEASE DESCRIBE THE TRANSMISSION OATT ADJUSTMENT 19 

IDENTIFIED ON PAGE 1 OF JMS-3. 20 
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A. The $312,820 calculated in the Class Cost-of-Service Study and identified in 1 

Column 10 on page 1 of JMS-3, reflects the embedded cost of transmission net of 2 

the OATT revenues the Company receives from PJM as a transmission owner. 3 

These costs are removed from the required sales revenue because they will be 4 

recovered through the PJM OATT charges in base rates, as discussed by 5 

Company Witness Vaughan. 6 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 7 

A. Yes, it does. 8 



KENTUCKY POWER COMPANY

DEVELOPMENT OF ANNUALIZATION ADJUSTMENT

TEST YEAR ENDED SEPTEMBER 30, 2014

Year End Year End Year End Year End

Adjusted Mar 2013 Adjusted Year End Mar 2013 Adjusted Mar 2013 Adjusted Year End

Number of Number of Metered Migration Number of Number of Metered Number of Number of Metered Migration

Tariff Customers Customers KWH Revenue Customers Customers KWH Revenue Customers Customers KWH Revenue

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)=(2)+(6) (11)=(3)+(7) (12)=(4)+(8) (13)=(5)+(9)

RS Total 1,669,972 138,125 2,336,196,169 $231,803,910 0 0 (63,344,127) ($5,917,595) 1,669,972 138,125 2,272,852,042 $225,886,315

RSLMTOD Total 2,085 172 4,412,208 $396,225 0 0 (143,457) ($11,536) 2,085 172 4,268,751 $384,689

RS TOD Total 36 3 46,491 $4,289 36 3 46,491 $4,289

OL 761,070 55,952 42,655,897 $7,956,803 761,070 55,952 42,655,897 $7,956,803

SGS Metered Total 270,382 22,622 137,657,496 $18,239,353 270,382 22,622 137,657,496 $18,239,353

SGSLMTOD (225) 12 1 3,012 $528 12 1 3,012 $528

SGS NM Total 13,411 1,124 3,961,264 $629,848 13,411 1,124 3,961,264 $629,848

SGS TOD (227) 923 76 369,750 $54,076 923 76 369,750 $54,076

MGS RL (214) 908 77 1,536,074 $164,225 908 77 1,536,074 $164,225

MGS Sec Total 83,732 7,004 494,884,637 $55,909,224 (7) 0 0 ($160) 83,725 7,004 494,884,637 $55,909,064

MGSLMTOD (223) 555 46 1,060,745 $107,154 555 46 1,060,745 $107,154

MGSTOD (229) 905 76 3,836,888 $378,348 905 76 3,836,888 $378,348

MGS Pri Total 1,055 84 9,728,413 $1,035,270 (7) 0 0 ($237) 1,048 84 9,728,413 $1,035,034

MGS Sub (236) 124 10 1,041,361 $122,264 0 0 0 $0 124 10 1,041,361 $122,264

LGS Sec Total 8,961 747 552,274,983 $55,324,875 12 1 6,360,000 $571,496 8,973 748 558,634,983 $55,896,371

LGSLMTOD (251) 108 9 1,959,939 $193,121 108 9 1,959,939 $193,121

LGS Pri 879 75 89,724,698 $8,186,301 36 3 19,944,000 $1,599,865 915 78 109,668,698 $9,786,166

LGS Sub (248) 261 20 36,676,149 $2,646,442 0 0 0 $0 261 20 36,676,149 $2,646,442

LGS Tran (250) 12 1 672,426 $67,113 0 0 $0 12 1 672,426 $67,113

QP Sec (356) 75 6 23,355,352 $1,972,823 75 6 23,355,352 $1,972,823

QP Pri 480 40 331,170,851 $24,295,105 0 0 0 $0 480 40 331,170,851 $24,295,105

QP Sub (359) 314 26 344,605,816 $22,834,308 0 0 0 $0 314 26 344,605,816 $22,834,308

QP Tran (360) 55 5 60,749,991 $3,616,522 0 0 0 $0 55 5 60,749,991 $3,616,522

CIP Sub (371) 107 9 1,744,959,841 $98,063,673 0 0 2,760,000 $149,456 107 9 1,747,719,841 $98,213,129

CIP Tran (372) 26 2 316,710,702 $17,507,511 0 0 0 $0 26 2 316,710,702 $17,507,511

SL 144,903 11,958 8,537,689 $1,428,283 144,903 11,958 8,537,689 $1,428,283

MW (540) 132 11 3,864,039 $354,484 132 11 3,864,039 $354,484

Total 2,961,483 238,280 6,552,652,881 $553,292,078 34 4 (34,423,584) ($3,608,711) 2,961,517 238,284 6,518,229,297 $549,683,368

29,064,000

Weather & Specific Customer Adjustments After Specific Customer Adjustment

Case No. 2014-00396 
Exhibit No.:  JMS-1 
Page 1 of 3 
Witness:  J. Stegall



KENTUCKY POWER COMPANY

DEVELOPMENT OF ANNUALIZATION ADJUSTMENT

TEST YEAR ENDED SEPTEMBER 30, 2014

Mar 2013

Year End Annual Year End TME Mar 2013

Adjusted Average Mar 2013 Adjusted TME Mar 2013 KWH Year End Average Revenue

Number of Number of Number of Customer Metered Average KWH Annualization Migration Revenue Annualization

Tariff Customers * Customers Customers * Growth KWH * Per Customer Adjustment Revenue * Per KWH Adjustment **

(1) (2) (3) (4) (5)=(4)-(3) (6) (7)=(6)/(3) (8)=(5)x(7) (9) (10)=(9)/(6) (11)=(8)x(10)

RS Total 1,669,972 139,164.333 138,125 (1,039.333) 2,272,852,042 16,332 (16,974,543) $225,886,315 $0.09938 ($1,687,011)

RSLMTOD Total 2,085 173.750 172 (1.750) 4,268,751 24,568 (42,995) $384,689 $0.09012 ($3,878)

RS TOD Total 36 3.000 3 0.000 46,491 15,497 0 $4,289 $0.09225 $0

OL 761,070 63,422.469 55,952 (7,470.579) 42,655,897 673 (5,015,299) $7,956,803 $0.18653 ($938,247)

SGS Metered Total 270,382 22,531.833 22,622 90.167 137,657,496 6,109 550,870 $18,239,353 $0.13250 $72,984

SGSLMTOD (225) 12 1.000 1 0.000 3,012 3,012 0 $528 $0.17537 $0

SGS NM Total 13,411 1,117.583 1,124 6.417 3,961,264 3,544 22,744 $629,848 $0.15900 $3,613

SGS TOD (227) 923 76.917 76 (0.917) 369,750 4,807 (4,407) $54,076 $0.14625 ($644)

MGS RL (214) 908 75.667 77 1.333 1,536,074 20,301 27,067 $164,225 $0.10691 $2,899

MGS Sec Total 83,725 6,977.083 7,004 26.917 494,884,637 70,930 1,909,200 $55,909,064 $0.11297 $215,372

MGSLMTOD (223) 555 46.250 46 (0.250) 1,060,745 22,935 (5,734) $107,154 $0.10102 ($579)

MGSTOD (229) 905 75.417 76 0.583 3,836,888 50,876 29,678 $378,348 $0.09861 $2,926

MGS Pri Total 1,048 87.333 84 (3.333) 9,728,413 111,394 (371,313) $1,035,034 $0.10639 ($39,507)

MGS Sub (236) 124 10.333 10 (0.333) 1,041,361 100,777 (33,592) $122,264 $0.11741 ($4,014)

LGS Sec Total 8,973 747.750 748 0.250 558,634,983 747,088 186,772 $55,896,371 $0.10006 $28,052

LGSLMTOD (251) 108 9.000 9 0.000 1,959,939 217,771 0 $193,121 $0.09853 $8

LGS Pri 915 76.250 78 1.750 109,668,698 1,438,278 2,516,987 $9,786,166 $0.08923 $211,456

LGS Sub (248) 261 21.750 20 (1.750) 36,676,149 1,686,260 (2,950,955) $2,646,442 $0.07216 ($212,804)

LGS Tran (250) 12 1.000 1 0.000 672,426 672,426 0 $67,113 $0.09981 ($0)

QP Sec (356) 75 6.250 6 (0.250) 23,355,352 3,736,856 (934,214) $1,972,823 $0.08447 ($78,947)

QP Pri 480 40.000 40 0.000 331,170,851 8,279,271 0 $24,295,105 $0.07336 ($35)

QP Sub (359) 314 26.167 26 (0.167) 344,605,816 13,169,649 (2,194,942) $22,834,308 $0.06626 ($145,516)

QP Tran (360) 55 4.583 5 0.417 60,749,991 13,254,543 5,522,726 $3,616,522 $0.05953 $328,666

CIP Sub (371) 107 8.917 9 0.083 1,747,719,841 196,005,963 16,333,830 $98,213,129 $0.05620 $924,647

CIP Tran (372) 26 2.167 2 (0.167) 316,710,702 146,174,170 (24,362,362) $17,507,511 $0.05528 ($1,346,730)

SL 144,903 12,075.258 11,958 (117.753) 8,537,689 707 (347,607) $1,428,283 $0.16729 ($52,535)

MW (540) 132 11.000 11 0.000 3,864,039 351,276 0 $354,484 $0.09174 $2

Total 2,961,517 246,793.061 238,284 (8,508.666) 6,518,229,297 26,412 (26,138,089) $549,683,368 ($2,719,824)

* After Specific Customer Adjustment ** Values may not calculate due to rounding and calculation by lamp instead of customer for lighting.
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KENTUCKY POWER COMPANY

DEVELOPMENT OF OPERATING RATIO

TWELVE MONTHS ENDED SEPTEMBER 30, 2014

Line

No. Description Amount

Operating Revenues

1 Sales of Electricity 567,450,376$   

2 ATR Over/Under Collection (3,615,459)        

3 Capacity Charge Revenues Rockport Unit Power Agreement (5,719,970)        

4 Customer Migration Adjustment 79,107              

5 System Sales Revenue Adjustment (2,486,806)        

6 Environmental Surcharge Adjustment 2,812,947         

7 Revenue Out of Period Adjustment 70,659              

8 Fuel Under (Over) Revenues (5,298,776)        

9 Total 553,292,078$   

Operating Expenses

10 Total Adjusted O&M $348,652,947

11 Less:  Customer Annualization O&M Effect ($3,787,763)

12 Subtotal $352,440,710

13 Total O&M Labor $31,455,751

14 Big Sandy O&M Adjustment - Labor ($9,228,205)

15 Incentive Compensation Plan Adjustment ($973,508)

16 Annualization of Employee Related Expenses $29,576

17 Subtotal $21,283,614

18 Adjusted O&M Less Labor Expense $331,157,096

19 Operating Ratio 59.85%

Case No. 2014-00396 
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING

SEPTEMBER 30, 2014

Allocation Total Total Total Total Total

Label Constant Factor Function Retail RS SGS MGS LGS QP CIP-TOD MW OL SL

1 2 3 17 18 19

Rate Base

P-T-D Plant in Service

Production Plant 1,562,785,754    PROD_DEMAND TOTAL 1,562,785,754    734,427,704       32,171,380       123,569,428     164,472,393     150,217,616     356,613,780     713,215            488,611            111,628            

Transmission

GSU 11,074,145         PROD_DEMAND TOTAL 11,074,145         5,204,270           227,971            875,632            1,165,477         1,064,466         2,527,021         5,054                3,462                791                   

All Other Transmission Plant 504,481,253       TRANS_TOTAL TOTAL 504,481,253       235,621,832       10,267,444       39,464,377       52,846,079       48,717,857       117,179,997     229,626            125,394            28,647              

Total 515,555,398       TOTAL 515,555,398       240,826,102       10,495,416       40,340,009       54,011,557       49,782,323       119,707,018     234,680            128,856            29,438              

Distribution

360 Land and Land Rights 7,494,757           DIST_CPD TOTAL 7,494,757           5,049,924           213,800            786,216            1,007,155         432,840            -                        4,822                -                        -                        

361 Structures and Improvements 4,327,099           DIST_CPD TOTAL 4,327,099           2,915,574           123,437            453,922            581,481            249,900            -                        2,784                -                        -                        

362 Station Equipment 89,173,211         DIST_CPD TOTAL 89,173,211         60,084,396         2,543,806         9,354,460         11,983,208       5,149,964         -                        57,376              -                        -                        

363 Storage Battery Equipment -                      DIST_POLES TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

364 Poles 184,542,178       DIST_POLES TOTAL 184,542,178       129,901,350       6,240,393         19,201,631       21,956,836       6,226,144         -                        106,060            749,280            160,484            

365 Overhead Lines 188,359,442       DIST_OHLINES TOTAL 188,359,442       128,667,172       5,680,864         19,709,751       24,416,219       9,481,508         -                        117,200            236,148            50,579              

366 Underground Conduit 6,761,885           DIST_UGLINES TOTAL 6,761,885           4,682,628           215,110            705,757            843,977            289,643            -                        4,062                17,055              3,653                

367 Underground Lines 10,089,373         DIST_UGLINES TOTAL 10,089,373         6,986,924           320,964            1,053,057         1,259,294         432,175            -                        6,061                25,448              5,451                

368 Transformers 122,321,623       DIST_TRANSF TOTAL 122,321,623       88,722,285         4,596,248         12,653,491       13,214,693       2,038,901         -                        64,327              849,688            181,990            

369 Services 55,320,557         DIST_SERV TOTAL 55,320,557         35,142,475         6,053,501         1,830,305         192,102            1,525                -                        2,795                12,083,624       14,230              

370 Meters 24,511,141         DIST_METERS TOTAL 24,511,141         10,488,030         6,117,105         3,445,905         2,319,363         1,503,990         633,924            2,825                -                        -                        

371 Installations on Cust Premises 19,972,766         DIST_OL TOTAL 19,972,766         -                          -                        -                        -                        -                        -                        -                        19,972,766       -                        

373 Street Lighting 3,425,848           DIST_SL TOTAL 3,425,848           -                          -                        -                        -                        -                        -                        -                        -                        3,425,848         

Total 716,299,880       TOTAL 716,299,880       472,640,758       32,105,228       69,194,496       77,774,329       25,806,588       633,924            368,313            33,934,010       3,842,234         

Total P-T-D Plant in Service 2,794,641,032    TOTAL 2,794,641,032    1,447,894,564    74,772,024       233,103,933     296,258,279     225,806,527     476,954,722     1,316,208         34,551,477       3,983,301         

General & Intangible Plant 55,768,593         LABOR_M TOTAL 55,768,593         32,016,116         1,985,365         4,724,084         5,719,550         3,731,275         6,772,104         26,444              653,356            140,300            

HR - J 765 Line - AFUDC 691,966              BULK_TRANS TOTAL 691,966              325,188              14,245              54,714              72,825              66,513              157,900            316                   216                   49                     

Asset Retirement Obligation (ARO) (59,067,552)        PROD_DEMAND TOTAL (59,067,552)        (27,758,665)        (1,215,960)        (4,670,470)        (6,216,451)        (5,677,673)        (13,478,689)      (26,957)             (18,468)             (4,219)               

Total Electric Plant in Service 2,792,034,039    TOTAL 2,792,034,039    1,452,477,202    75,555,674       233,212,260     295,834,202     223,926,642     470,406,037     1,316,011         35,186,581       4,119,431         

Move FGD from Base Rates to Environmental (Mitchell) (322,612,704)      PROD_DEMAND TOTAL (322,612,704)      (151,611,126)      (6,641,279)        (25,508,978)      (33,952,756)      (31,010,080)      (73,617,344)      (147,232)           (100,866)           (23,044)             

Removal of Coal Related Assets - Production (452,571,576)      PROD_DEMAND TOTAL (452,571,576)      (212,685,010)      (9,316,601)        (35,784,822)      (47,630,029)      (43,501,947)      (103,272,800)    (206,542)           (141,498)           (32,327)             

Removal of Coal Related Assets - GSU (1,018,664)          PROD_DEMAND TOTAL (1,018,664)          (478,719)             (20,970)             (80,546)             (107,207)           (97,916)             (232,450)           (465)                  (318)                  (73)                    

Total Adjustments to Electric Plant in Service (776,202,944)      TOTAL (776,202,944)      (364,774,854)      (15,978,850)      (61,374,346)      (81,689,992)      (74,609,943)      (177,122,594)    (354,239)           (242,683)           (55,443)             

Total Adjusted Electric Plant in Service 2,015,831,095    TOTAL 2,015,831,095    1,087,702,348    59,576,823       171,837,914     214,144,210     149,316,699     293,283,444     961,772            34,943,898       4,063,988         

Depreciation Reserve

Generation (630,803,459)      RB_GUP_EPIS_P TOTAL (630,803,459)      (296,444,688)      (12,985,668)      (49,877,613)      (66,387,702)      (60,633,898)      (143,943,727)    (287,882)           (197,223)           (45,058)             

Transmission - GSU (5,698,478)          RB_GUP_EPIS_P TOTAL (5,698,478)          (2,677,987)          (117,308)           (450,579)           (599,725)           (547,747)           (1,300,342)        (2,601)               (1,782)               (407)                  

Transmission - All Other (160,716,770)      RB_GUP_EPIS_T TOTAL (160,716,770)      (75,073,975)        (3,271,791)        (12,575,401)      (16,837,304)      (15,518,903)      (37,316,892)      (73,158)             (40,169)             (9,177)               

Distribution (195,091,920)      RB_GUP_EPIS_D TOTAL (195,091,920)      (128,728,757)      (8,744,202)        (18,845,860)      (21,182,669)      (7,028,700)        (172,656)           (100,314)           (9,242,290)        (1,046,473)        

General (15,699,391)        RB_GUP_EPIS_G TOTAL (15,699,391)        (9,012,842)          (558,899)           (1,329,875)        (1,610,108)        (1,050,390)        (1,906,412)        (7,444)               (183,926)           (39,496)             

HR-J Post In-Service AFUDC (982,717)             BULK_TRANS TOTAL (982,717)             (461,826)             (20,230)             (77,703)             (103,424)           (94,460)             (224,247)           (448)                  (307)                  (70)                    

Total Depreciation Reserve (1,008,992,735)   TOTAL (1,008,992,735)   (512,400,075)      (25,698,098)      (83,157,030)      (106,720,932)    (84,874,098)      (184,864,276)    (471,848)           (9,665,697)        (1,140,681)        

Cost of Removal Adjustment (69,695)               PROD_DEMAND TOTAL (69,695)               (32,753)               (1,435)               (5,511)               (7,335)               (6,699)               (15,904)             (32)                    (22)                    (5)                      

Move FGD from Base Rates to Environmental (Mitchell) 75,047,400         PROD_DEMAND TOTAL 75,047,400         35,268,359         1,544,920         5,933,996         7,898,220         7,213,683         17,125,148       34,250              23,464              5,361                

Removal of Coal Related Assets - Production 247,884,800       PROD_DEMAND TOTAL 247,884,800       116,492,913       5,102,936         19,600,245       26,088,161       23,827,107       56,565,102       113,128            77,502              17,706              

Removal of Coal Related Assets - GSU 431,899              PROD_DEMAND TOTAL 431,899              202,970              8,891                34,150              45,454              41,515              98,556              197                   135                   31                     

Removal of Big Sandy CWIP from Rate Base (3,720,953)          PROD_DEMAND TOTAL (3,720,953)          (1,748,654)          (76,599)             (294,216)           (391,605)           (357,664)           (849,088)           (1,698)               (1,163)               (266)                  

Adj to Incl Test Year Mitchell Plant O&M and Rate Base -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Removal of Big Sandy Depreciation -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Remove RTO Amortization -                      TRANS_TOTAL TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Remove Mitchell ARO from Rate Base -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Total Depreciation Adjustments 319,573,451       TOTAL 319,573,451       150,182,835       6,578,713         25,268,664       33,632,896       30,717,942       72,923,813       145,845            99,916              22,827              

Total Adjusted Depreciation Reserve (689,419,284)      TOTAL (689,419,284)      (362,217,240)      (19,119,386)      (57,888,366)      (73,088,036)      (54,156,156)      (111,940,463)    (326,003)           (9,565,781)        (1,117,854)        

Net Electric Plant in Service 1,326,411,811    TOTAL 1,326,411,811    725,485,108       40,457,438       113,949,548     141,056,173     95,160,543       181,342,980     635,769            25,378,117       2,946,133         

Plant Held for Future Use - Tranmsission RB_GUP_EPIS_T TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Plant Held for Future Use - Distribution 626,976              RB_GUP_EPIS_D TOTAL 626,976              413,702              28,102              60,566              68,076              22,588              555                   322                   29,702              3,363                
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Allocation Total Total Total Total Total

Label Constant Factor Function Retail RS SGS MGS LGS QP CIP-TOD MW OL SL

1 2 3 17 18 19

Total Plant Held for Future Use 626,976              TOTAL 626,976              413,702              28,102              60,566              68,076              22,588              555                   322                   29,702              3,363                

Working Capital

Working Capital - Cash

Working Capital Cash - Excl Sys Sales 41,470,569         EXP_OM TOTAL 41,470,569         18,865,396         1,105,428         3,412,729         4,445,158         3,915,459         9,367,895         22,198              272,131            64,174              

System Sales Add Back - Demand -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

System Sales Add Back - Energy -                      PROD_ENERGY TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Total Working Capital - Cash 41,470,569         TOTAL 41,470,569         18,865,396         1,105,428         3,412,729         4,445,158         3,915,459         9,367,895         22,198              272,131            64,174              

Cash Working Captial Adjustments

Weather Normalization Adjustment (443,589)             WEATHER_FXNL TOTAL (443,589)             (443,589)             -                        -                        -                        -                        -                        -                        -                        -                        

Customer Annualization Adjustment (29,882)               REVYEC_EXP_OM TOTAL (29,882)               (126,507)             5,682                13,220              164,453            7,794                (20,397)             0                       (70,197)             (3,931)               

Removal of AEP Pool Cost (1,310,105)          PROD_DEMAND TOTAL (1,310,105)          (615,681)             (26,970)             (103,590)           (137,879)           (125,930)           (298,954)           (598)                  (410)                  (94)                    

System Sales Margins 7,590,356           PROD_ENERGY TOTAL 7,590,356           2,697,169           170,181            612,690            837,911            873,774            2,339,276         4,614                44,958              9,782                

Interest on Customer Deposits (303)                    CUST_DEP_FXNL TOTAL (303)                    (221)                    (13)                    (34)                    (18)                    (15)                    -                        -                        (1)                      -                        

Normalization of Major Storms (80,970)               TDOMX TOTAL (80,970)               (49,360)               (2,664)               (7,705)               (9,337)               (4,782)               (5,969)               (43)                    (779)                  (331)                  

Amortization of Storm Cost Deferral (279,684)             EXP_OM_DIST TOTAL (279,684)             (188,907)             (10,823)             (28,764)             (33,599)             (11,651)             (200)                  (159)                  (3,912)               (1,668)               

Rate Case Expense 32,255                EXP_OM_AG_REG TOTAL 32,255                13,537                1,103                3,365                3,872                3,073                6,737                21                     464                   83                     

Postage Rate Increase 1,527                  CUST_TOTAL TOTAL 1,527                  969                     167                   51                     6                       1                       0                       0                       333                   0                       

Eliminate Advertising Expense (3,826)                 EXP_OM_CUSTSERV TOTAL (3,826)                 (2,427)                 (418)                  (128)                  (15)                    (1)                      (0)                      (0)                      (835)                  (1)                      

Annualization of Lease Costs 9,122                  TDOMX TOTAL 9,122                  5,561                  300                   868                   1,052                539                   672                   5                       88                     37                     

Reliability Adjustment 1,331,988           TOTOHLINES TOTAL 1,331,988           923,595              42,582              138,990            165,642            56,107              -                        797                   3,520                754                   

Pension & OPEB Expense Adjustment (25,823)               LABOR_M TOTAL (25,823)               (14,825)               (919)                  (2,187)               (2,648)               (1,728)               (3,136)               (12)                    (303)                  (65)                    

Amortization of Deferred IGCC Costs 6,563                  PROD_DEMAND TOTAL 6,563                  3,084                  135                   519                   691                   631                   1,498                3                       2                       0                       

Amortization of Deferred CCS FEED Study Costs 4,303                  PROD_DEMAND TOTAL 4,303                  2,022                  89                     340                   453                   414                   982                   2                       1                       0                       

Amortization of Deferred CARRS Site Costs 12,916                PROD_DEMAND TOTAL 12,916                6,070                  266                   1,021                1,359                1,242                2,947                6                       4                       1                       

Amortization of Deferred Preliminary Big Sandy FGD Costs 138,162              PROD_DEMAND TOTAL 138,162              64,929                2,844                10,924              14,541              13,280              31,527              63                     43                     10                     

Incentive Compensation Plan Adjustment (121,689)             LABOR_M TOTAL (121,689)             (69,860)               (4,332)               (10,308)             (12,480)             (8,142)               (14,777)             (58)                    (1,426)               (306)                  

Annualize T&D Employee-Related Expenses 3,697                  LABOR_TD TOTAL 3,697                  2,412                  136                   370                   438                   177                   97                     2                       46                     20                     

Removal of Big Sandy O&M (5,339,667)          PROD_DEMAND TOTAL (5,339,667)          (2,509,365)          (109,922)           (422,207)           (561,963)           (513,258)           (1,218,464)        (2,437)               (1,669)               (381)                  

PJM Charges & Credits - Pool Term & Removal of Big Sandy 948,038              PROD_DEMAND TOTAL 948,038              445,528              19,516              74,961              99,774              91,127              216,334            433                   296                   68                     

Adjustments to Include Test Year Mitchell Plant O&M 1,104,981           PROD_DEMAND TOTAL 1,104,981           519,283              22,747              87,371              116,292            106,213            252,147            504                   345                   79                     

Mitchell Plant Maintenance Normalization 402,976              PROD_DEMAND TOTAL 402,976              189,378              8,296                31,863              42,410              38,735              91,956              184                   126                   29                     

Eliminate Mitchell O&M FGD (1,859,919)          PROD_DEMAND TOTAL (1,859,919)          (874,065)             (38,288)             (147,064)           (195,744)           (178,779)           (424,417)           (849)                  (582)                  (133)                  

Cost of Removal Adjustment 8,712                  PROD_DEMAND TOTAL 8,712                  4,094                  179                   689                   917                   837                   1,988                4                       3                       1                       

Mitchell Plant Incentive Compensation Adjustment -                      LABOR_PROD TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Mitchell Plant Maintenance -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Mitchell Plant Annualization of Employee-Related Exp -                      LABOR_PROD TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Removal of Mitchell Severance Costs -                      LABOR_PROD TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Removal of Mitchell Repositioning Study Costs -                      LABOR_PROD TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Adj to Incl TY Mitchell Plant O&M and Rate Base - Demand -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Adj to Incl TY Mitchell Plant O&M and Rate Base - Energy -                      PROD_ENERGY TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

PJM - Pool Term & Mitchell Xfer - Prod Demand -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

PJM Charges & Credits - Pool Term & Mitchell Xfer - Energy -                      PROD_ENERGY TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Amortization of Big Sandy Depreciation & O&M -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Not Used -                      CUST_DEP_FXNL TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Total Cash Working Capital Adjustments 2,100,139           TOTAL 2,100,139           (17,175)               79,874              255,256            496,127            349,657            959,846            2,481                (29,883)             3,955                

Working Capital - Materials & Supplies

Fuel 35,326,091         PROD_ENERGY TOTAL 35,326,091         12,552,831         792,036            2,851,507         3,899,702         4,066,612         10,887,166       21,472              209,238            45,528              

Production 15,844,495         PROD_DEMAND TOTAL 15,844,495         7,446,085           326,173            1,252,824         1,667,524         1,523,000         3,615,573         7,231                4,954                1,132                

Emissions 16,155,106         PROD_ENERGY TOTAL 16,155,106         5,740,582           362,209            1,304,033         1,783,387         1,859,717         4,978,850         9,819                95,688              20,821              

Transmission & Distribution 3,033,544           TDPLANT TOTAL 3,033,544           1,756,784           104,884            269,721            324,531            186,203            296,572            1,485                83,836              9,529                

Total Working Cap - Materials & Supplies 70,359,236         TOTAL 70,359,236         27,496,282         1,585,302         5,678,085         7,675,143         7,635,532         19,778,160       40,007              393,716            77,010              

Working Captial - Materials & Supplies Adjustments

Big Sandy Coal Stock Adjustment (18,709,274)        PROD_ENERGY TOTAL (18,709,274)        (6,648,184)          (419,475)           (1,510,205)        (2,065,346)        (2,153,744)        (5,766,021)        (11,372)             (110,816)           (24,112)             

Mitchell Coal Stock Adjustment 664,080              PROD_ENERGY TOTAL 664,080              235,975              14,889              53,604              73,309              76,446              204,663            404                   3,933                856                   

Removal of Big Sandy M&S from Rate Base (6,268,345)          PROD_DEMAND TOTAL (6,268,345)          (2,945,795)          (129,040)           (495,638)           (659,700)           (602,524)           (1,430,380)        (2,861)               (1,960)               (448)                  

Total Working Cap - Materials & Supplies Adjustments (24,313,539)        TOTAL (24,313,539)        (9,358,004)          (533,625)           (1,952,238)        (2,651,737)        (2,679,821)        (6,991,738)        (13,829)             (108,843)           (23,704)             

Working Capital - Prepayments

Working Capital - Prepayments 2,476,841           RB_GUP_EPIS TOTAL 2,476,841           1,288,507           67,026              206,885            262,437            198,648            417,302            1,167                31,214              3,654                

Pension & OPEB Expense Adjustment -                      LABOR_M TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Total Working Capital 92,093,246         TOTAL 92,093,246         38,275,007         2,304,005         7,600,716         10,227,129       9,419,474         23,531,465       52,026              558,336            125,089            
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Construction Work-In-Progress

Production 31,948,245         RB_GUP_EPIS_P TOTAL 31,948,245         15,014,007         657,684            2,526,147         3,362,332         3,070,919         7,290,305         14,580              9,989                2,282                

Transmission 37,203,205         RB_GUP_EPIS_T TOTAL 37,203,205         17,378,351         757,364            2,910,992         3,897,550         3,592,363         8,638,227         16,935              9,298                2,124                

Distribution 8,754,012           RB_GUP_EPIS_D TOTAL 8,754,012           5,776,216           392,363            845,637            950,492            315,386            7,747                4,501                414,713            46,957              

General 1,279,089           RB_GUP_EPIS_G TOTAL 1,279,089           734,310              45,536              108,350            131,182            85,579              155,323            607                   14,985              3,218                

Total CWIP 79,184,551         TOTAL 79,184,551         38,902,885         1,852,947         6,391,125         8,341,556         7,064,248         16,091,602       36,623              448,985            54,581              

Removal of Big Sandy CWIP from Rate Base (1,584,601)          PROD_DEMAND TOTAL (1,584,601)          (744,680)             (32,620)             (125,294)           (166,768)           (152,315)           (361,592)           (723)                  (495)                  (113)                  

Total Adjusted CWIP 77,599,950         TOTAL 77,599,950         38,158,205         1,820,326         6,265,831         8,174,787         6,911,933         15,730,010       35,900              448,490            54,468              

Rate Base Offsets

Accumulated Deferred FIT (394,858,880)      RB_GUP TOTAL (394,858,880)      (205,414,230)      (10,685,338)      (32,981,665)      (41,837,872)      (31,668,462)      (66,526,410)      (186,115)           (4,976,205)        (582,584)           

Customer Advances (117,511)             TDPLANT TOTAL (117,511)             (68,053)               (4,063)               (10,448)             (12,571)             (7,213)               (11,488)             (58)                    (3,248)               (369)                  

Customer Deposits (25,260,450)        CUST_DEP_FXNL TOTAL (25,260,450)        (18,426,047)        (1,109,246)        (2,826,995)        (1,511,957)        (1,262,649)        -                        -                        (123,557)           -                        

KY Over/Under Deferred Fuel Net of Tax -                      PROD_ENERGY TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Adjustments to Rate Base Offsets

ADFIT - FGD Movement from Base Rates to Environmental 24,400,898         PROD_DEMAND TOTAL 24,400,898         11,467,148         502,315            1,929,378         2,568,026         2,345,456         5,568,067         11,136              7,629                1,743                

ADFIT - Removal of Coal Related Assets 57,290,476         PROD_DEMAND TOTAL 57,290,476         26,923,532         1,179,377         4,529,956         6,029,426         5,506,858         13,073,176       26,146              17,912              4,092                

Total Adjustments to Rate Base Offsets 81,691,374         TOTAL 81,691,374         38,390,680         1,681,692         6,459,335         8,597,452         7,852,313         18,641,243       37,282              25,541              5,835                

Total Rate Base Offsets (338,545,467)      TOTAL (338,545,467)      (185,517,649)      (10,116,955)      (29,359,774)      (34,764,947)      (25,086,010)      (47,896,655)      (148,890)           (5,077,468)        (577,118)           

Total Rate Base 1,158,186,516    TOTAL 1,158,186,516    616,814,372       34,492,915       98,516,888       124,761,218     86,428,529       172,708,356     575,126            21,337,177       2,551,935         

Operating Revenues

Year End Migration Revenue 553,292,078       REVSALES_FXNL TOTAL 553,292,078       232,204,424       18,923,805       57,716,485       66,417,851       52,718,758       115,571,184     354,484            7,956,803         1,428,283         

Weather Normalization Adjustment (5,929,131)          WEATHER_FXNL TOTAL (5,929,131)          (5,929,131)          -                        -                        -                        -                        -                        -                        -                        -                        

Total Revenue Year End Customers (399,400)             REVYEC_FXNL TOTAL (399,400)             (1,690,881)          75,952              176,699            2,198,063         104,167            (272,626)           2                       (938,242)           (52,535)             

Annualize Asset Transfer Rider 10,014,069         ATR_ADJ TOTAL 10,014,069         4,082,297           449,721            1,311,063         1,435,466         958,049            1,561,077         7,199                174,693            34,504              

Asset Transfer Rider Over/Under Collection Revenues 3,615,459           ATR_ADJ TOTAL 3,615,459           1,473,864           162,366            473,344            518,258            345,892            563,608            2,599                63,071              12,457              

Sales of Electricity 560,593,075       TOTAL 560,593,075       230,140,574       19,611,844       59,677,591       70,569,638       54,126,867       117,423,244     364,284            7,256,325         1,422,710         

Other Operating Revenues

Forfeited Discounts 3,643,764           FORF_DISC_FXNL TOTAL 3,643,764           2,591,161           241,249            455,980            186,672            116,792            31,244              -                        20,666              -                        

Miscellaneous Service Revenue 385,609              RB_GUP_EPIS_D TOTAL 385,609              254,439              17,283              37,250              41,869              13,893              341                   198                   18,268              2,068                

Rent from Electric Prop - Poles 4,838,578           DIST_POLES TOTAL 4,838,578           3,405,930           163,619            503,454            575,694            163,246            -                        2,781                19,646              4,208                

Rent from Electric Prop - Other Dist 871,267              RB_GUP_EPIS_D TOTAL 871,267              574,894              39,051              84,164              94,600              31,390              771                   448                   41,275              4,673                

Other Electric Revenue - Dist 268,471              RB_GUP_EPIS_D TOTAL 268,471              177,147              12,033              25,934              29,150              9,672                238                   138                   12,719              1,440                

Other Electric Revenue - Wheeling (367,524)             TRANS_TOTAL TOTAL (367,524)             (171,655)             (7,480)               (28,751)             (38,499)             (35,492)             (85,368)             (167)                  (91)                    (21)                    

Other Electric Revenues - Production 114,517              PROD_ENERGY TOTAL 114,517              40,693                2,568                9,244                12,642              13,183              35,293              70                     678                   148                   

Total Other Operating Revenues 9,754,682           TOTAL 9,754,682           6,872,609           468,323            1,087,276         902,128            312,683            (17,481)             3,467                113,160            12,516              

Eliminate Non-Recurring CATV Revenues -                      RB_GUP_EPIS_D TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Misc. Service Charges Adjustement 251,903              RB_GUP_EPIS_D TOTAL 251,903              166,215              11,291              24,334              27,351              9,075                223                   130                   11,934              1,351                

Annualization of CATV Revenues -                      RB_GUP_EPIS_D TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Customer Migration Adjustment -                      REVSALES_FXNL TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Total Other Operating Revenue Adjustments 251,903              TOTAL 251,903              166,215              11,291              24,334              27,351              9,075                223                   130                   11,934              1,351                

Total Other Operating Revenues 10,006,585         TOTAL 10,006,585         7,038,824           479,614            1,111,610         929,479            321,758            (17,258)             3,597                125,094            13,868              

Total Operating Revenues 570,599,660       TOTAL 570,599,660       237,179,398       20,091,458       60,789,201       71,499,116       54,448,625       117,405,986     367,881            7,381,419         1,436,577         

Operating Expense

O&M Expense

Production

Demand 42,692,815         PROD_DEMAND TOTAL 42,692,815         20,063,394         878,871            3,375,720         4,493,124         4,103,706         9,742,120         19,484              13,348              3,049                

Energy 9,521,335           PROD_ENERGY TOTAL 9,521,335           3,383,327           213,475            768,558            1,051,075         1,096,062         2,934,385         5,787                56,395              12,271              

Fuel 224,998,058       PROD_ENERGY TOTAL 224,998,058       79,951,177         5,044,613         18,161,747       24,837,883       25,900,962       69,342,264       136,759            1,332,676         289,977            

System Sales - Demand (519,481)             PROD_DEMAND TOTAL (519,481)             (244,129)             (10,694)             (41,075)             (54,672)             (49,933)             (118,541)           (237)                  (162)                  (37)                    

System Sales - Energy (219,455,800)      PROD_ENERGY TOTAL (219,455,800)      (77,981,782)        (4,920,352)        (17,714,378)      (24,226,064)      (25,262,957)      (67,634,193)      (133,390)           (1,299,849)        (282,834)           

Purchased Power - Demand 58,873,831         PROD_DEMAND TOTAL 58,873,831         27,667,626         1,211,972         4,655,152         6,196,064         5,659,052         13,434,483       26,869              18,407              4,205                

Purchased Power - Energy 142,992,441       PROD_ENERGY TOTAL 142,992,441       50,811,167         3,205,990         11,542,289       15,785,156       16,460,772       44,068,912       86,914              846,952            184,289            

System Control 413,324              PROD_DEMAND TOTAL 413,324              194,241              8,509                32,682              43,499              39,729              94,317              189                   129                   30                     

Total Production Expenses 479,491,804       TOTAL 479,491,804       182,070,932       10,563,430       38,536,147       52,406,800       53,260,283       139,616,482     276,001            2,267,908         493,821            

Transmission Agreement Expenses - Production 37,859,264         PROD_DEMAND TOTAL 37,859,264         17,791,877         779,368            2,993,531         3,984,426         3,639,097         8,639,147         17,278              11,837              2,704                
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Transmission Agreement Expenses - Transmission (57,542,217)        TRANS_TOTAL TOTAL (57,542,217)        (26,875,533)        (1,171,127)        (4,501,392)        (6,027,738)        (5,556,864)        (13,365,803)      (26,192)             (14,303)             (3,268)               

Total Transmission Agreement Expenses (19,682,953)        TOTAL (19,682,953)        (9,083,656)          (391,759)           (1,507,861)        (2,043,312)        (1,917,767)        (4,726,656)        (8,914)               (2,466)               (563)                  

Transmission Expenses - Production 9,692,707           PROD_DEMAND TOTAL 9,692,707           4,555,066           199,533            766,402            1,020,090         931,679            2,211,789         4,424                3,030                692                   

Transmission Expenses - Transmission 9,547,704           TRANS_TOTAL TOTAL 9,547,704           4,459,328           194,319            746,894            1,000,154         922,024            2,217,723         4,346                2,373                542                   

Total Transmission Expenses 19,240,411         TOTAL 19,240,411         9,014,394           393,853            1,513,296         2,020,244         1,853,703         4,429,513         8,769                5,404                1,235                

Regional Market Expenses 1,182,188           PROD_DEMAND TOTAL 1,182,188           555,567              24,336              93,476              124,417            113,634            269,765            540                   370                   84                     

Distribution Operation

580 Supervision & Engineering 675,065              TOTOXEXP TOTAL 675,065              422,814              43,850              67,058              71,610              26,728              2,270                317                   25,766              14,652              

581 Load Dispatching 3,746                  DIST_CPD TOTAL 3,746                  2,524                  107                   393                   503                   216                   -                        2                       -                        -                        

582 Station Expenses 200,568              DIST_CPD TOTAL 200,568              135,142              5,722                21,040              26,953              11,583              -                        129                   -                        -                        

583 Overhead Lines 963,651              DIST_OHLINES TOTAL 963,651              658,264              29,063              100,836            124,914            48,508              -                        600                   1,208                259                   

584 Undergroung Lines 108,100              DIST_UGLINES TOTAL 108,100              74,860                3,439                11,283              13,492              4,630                -                        65                     273                   58                     

585 Street Lighting 144,034              DIST_SL TOTAL 144,034              -                          -                        -                        -                        -                        -                        -                        -                        144,034            

586 Meters 853,621              DIST_METERS TOTAL 853,621              365,254              213,033            120,007            80,774              52,378              22,077              98                     -                        -                        

587 Customer Installs 189,223              DIST_PCUST TOTAL 189,223              120,094              20,687              6,328                722                   40                     -                        10                     41,294              49                     

588 Miscellaneous Distribution 3,878,895           RB_GUP_EPIS_D TOTAL 3,878,895           2,559,436           173,856            374,701            421,162            139,747            3,433                1,994                183,759            20,806              

589 Rents 1,686,536           RB_GUP_EPIS_D TOTAL 1,686,536           1,112,838           75,592              162,919            183,121            60,762              1,493                867                   79,898              9,047                

Total Distribution Operations Expenses 8,703,439           TOTAL 8,703,439           5,451,226           565,349            864,564            923,250            344,592            29,273              4,082                332,198            188,905            

Distribution Maintenance

590 Supervision & Engineering 2,253                  TOTMXEXP TOTAL 2,253                  1,549                  72                     234                   279                   95                     0                       1                       18                     5                       

591 Structures 27,852                DIST_CPD TOTAL 27,852                18,767                795                   2,922                3,743                1,609                -                        18                     -                        -                        

592 Station Equipment 743,757              DIST_CPD TOTAL 743,757              501,139              21,217              78,022              99,947              42,954              -                        479                   -                        -                        

593 Overhead Lines 33,800,787         TOTOHLINES TOTAL 33,800,787         23,437,333         1,080,574         3,527,030         4,203,376         1,423,783         -                        20,237              89,322              19,131              

594 Underground Lines 79,484                TOTUGLINES TOTAL 79,484                55,043                2,529                8,296                9,921                3,405                -                        48                     200                   43                     

595 Line Transformers 67,093                DIST_TRANSF TOTAL 67,093                48,664                2,521                6,940                7,248                1,118                -                        35                     466                   100                   

596 Street Lighting 52,768                DIST_SL TOTAL 52,768                -                          -                        -                        -                        -                        -                        -                        -                        52,768              

597 Meters 79,342                DIST_METERS TOTAL 79,342                33,950                19,801              11,154              7,508                4,868                2,052                9                       -                        -                        

598 Miscellaneous Distribution 189,656              DIST_OL TOTAL 189,656              -                          -                        -                        -                        -                        -                        -                        189,656            -                        

Total Distribution Maintenance Expenses 35,042,992         TOTAL 35,042,992         24,096,445         1,127,509         3,634,598         4,332,021         1,477,832         2,052                20,827              279,662            72,047              

Total Distribution O&M 43,746,431         TOTAL 43,746,431         29,547,670         1,692,858         4,499,162         5,255,272         1,822,424         31,325              24,909              611,860            260,952            

Customer Accounts

901 Supervision 287,013              TOTOX234 TOTAL 287,013              245,564              30,514              9,917                1,261                123                   18                     14                     (460)                  63                     

902 Meter Read 550,826              CUST_902 TOTAL 550,826              434,545              74,853              34,465              6,099                726                   104                   35                     -                        -                        

903 Customer Records 5,289,588           CUST_903 TOTAL 5,289,588           4,553,010           546,194            167,299            19,533              1,765                252                   252                   -                        1,284                

904 Uncollectibles (42,603)               CUST_TOTAL TOTAL (42,603)               (27,030)               (4,656)               (1,426)               (167)                  (15)                    (2)                      (2)                      (9,294)               (11)                    

905 Miscellaneous 25,173                TOTOX234 TOTAL 25,173                21,538                2,676                870                   111                   11                     2                       1                       (40)                    6                       

Total 6,109,997           TOTAL 6,109,997           5,227,627           649,580            211,125            26,836              2,609                373                   300                   (9,795)               1,342                

Total Customer Services Expenses 5,025,154           CUST_TOTAL TOTAL 5,025,154           3,188,254           549,196            168,219            19,641              1,775                254                   254                   1,096,271         1,291                

Total Sales Expenses 34,977                CUST_TOTAL TOTAL 34,977                22,191                3,823                1,171                137                   12                     2                       2                       7,630                9                       

Administrative & General Expense

A&G - Production Demand 9,250,396           PROD_DEMAND TOTAL 9,250,396           4,347,203           190,428            731,429            973,540            889,164            2,110,858         4,222                2,892                661                   

A&G - Production Energy 2,287,520           PROD_ENERGY TOTAL 2,287,520           812,851              51,288              184,648            252,523            263,331            704,992            1,390                13,549              2,948                

A&G - Transmission 864,328              EXP_OM_TRAN TOTAL 864,328              405,021              17,699              68,002              90,767              83,262              198,883            394                   244                   56                     

A&G - Distribution 5,740,193           EXP_OM_DIST TOTAL 5,740,193           3,877,101           222,128            590,358            689,571            239,130            4,110                3,268                80,285              34,241              

A&G - Customer Accounts 928,813              EXP_OM_CUSTACCT TOTAL 928,813              794,679              98,746              32,094              4,080                397                   57                     46                     (1,489)               204                   

A&G - Customer Services (2,747,886)          EXP_OM_CUSTSERV TOTAL (2,747,886)          (1,743,421)          (300,315)           (91,987)             (10,740)             (971)                  (139)                  (139)                  (599,470)           (706)                  

Total A&G Expense Excl Regulatory 16,323,364         TOTAL 16,323,364         8,493,435           279,974            1,514,544         1,999,740         1,474,312         3,018,762         9,181                (503,988)           37,404              

A&G - Regulatory Reclassified 268,458              EXP_OM_AG_REG TOTAL 268,458              112,666              9,182                28,004              32,226              25,579              56,075              172                   3,861                693                   

Total A&G Expenses 16,591,822         TOTAL 16,591,822         8,606,101           289,156            1,542,548         2,031,966         1,499,891         3,074,837         9,353                (500,127)           38,097              

Total O&M Expenses 331,764,550       TOTAL 331,764,550       150,923,170       8,843,427         27,301,830       35,561,265       31,323,674       74,943,159       177,587            2,177,044         513,395            

O&M Adjustments

Weather Normalization Adjustment (3,548,711)          WEATHER_FXNL TOTAL (3,548,711)          (3,548,711)          -                        -                        -                        -                        -                        -                        -                        -                        

Customer Annualization Adjustment (239,052)             REVYEC_EXP_OM TOTAL (239,052)             (1,012,039)          45,459              105,759            1,315,602         62,347              (163,174)           1                       (561,564)           (31,444)             

Removal of AEP Pool Cost (10,480,841)        PROD_DEMAND TOTAL (10,480,841)        (4,925,448)          (215,758)           (828,720)           (1,103,036)        (1,007,436)        (2,391,635)        (4,783)               (3,277)               (749)                  

System Sales Margins 60,722,845         PROD_ENERGY TOTAL 60,722,845         21,577,355         1,361,449         4,901,522         6,703,289         6,990,194         18,714,204       36,909              359,665            78,260              

Norm/Elim of Comission Mandated Consultant Cost 84,864                REV_SALES TOTAL 84,864                34,839                2,969                9,034                10,683              8,194                17,776              55                     1,098                215                   

Normalization of Major Storms (647,763)             TDOMX TOTAL (647,763)             (394,878)             (21,310)             (61,637)             (74,700)             (38,256)             (47,754)             (345)                  (6,235)               (2,648)               

Amortization of Storm Cost Deferral (2,237,475)          EXP_OM_DIST TOTAL (2,237,475)          (1,511,259)          (86,584)             (230,116)           (268,789)           (93,211)             (1,602)               (1,274)               (31,294)             (13,347)             
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Rate Case Expense 258,037              EXP_OM_AG_REG TOTAL 258,037              108,292              8,825                26,917              30,975              24,586              53,899              165                   3,711                666                   

Postage Rate Increase 12,219                CUST_TOTAL TOTAL 12,219                7,752                  1,335                409                   48                     4                       1                       1                       2,666                3                       

Eliminate Advertising Expense (30,610)               EXP_OM_CUSTSERV TOTAL (30,610)               (19,421)               (3,345)               (1,025)               (120)                  (11)                    (2)                      (2)                      (6,678)               (8)                      

Annualization of Lease Costs 72,974                TDOMX TOTAL 72,974                44,485                2,401                6,944                8,415                4,310                5,380                39                     702                   298                   

Reliability Adjustment 10,655,900         TOTOHLINES TOTAL 10,655,900         7,388,759           340,657            1,111,917         1,325,139         448,856            -                        6,380                28,159              6,031                

Pension & OPEB Expense Adjustment (206,580)             LABOR_M TOTAL (206,580)             (118,595)             (7,354)               (17,499)             (21,187)             (13,822)             (25,085)             (98)                    (2,420)               (520)                  

Amortization of Deferred IGCC Costs 52,505                PROD_DEMAND TOTAL 52,505                24,675                1,081                4,152                5,526                5,047                11,981              24                     16                     4                       

Amortization of Deferred CCS FEED Study Costs 34,425                PROD_DEMAND TOTAL 34,425                16,178                709                   2,722                3,623                3,309                7,855                16                     11                     2                       

Amortization of Deferred CARRS Site Costs 103,330              PROD_DEMAND TOTAL 103,330              48,560                2,127                8,170                10,875              9,932                23,579              47                     32                     7                       

Amortization of Deferred Preliminary Big Sandy FGD Costs 1,105,293           PROD_DEMAND TOTAL 1,105,293           519,430              22,753              87,395              116,324            106,243            252,218            504                   346                   79                     

Incentive Compensation Plan Adjustment (973,508)             LABOR_M TOTAL (973,508)             (558,880)             (34,657)             (82,465)             (99,842)             (65,134)             (118,215)           (462)                  (11,405)             (2,449)               

Annualize T&D Employee-Related Expenses 29,576                LABOR_TD TOTAL 29,576                19,293                1,084                2,962                3,503                1,413                779                   16                     368                   157                   

Removal of Big Sandy O&M (42,717,337)        PROD_DEMAND TOTAL (42,717,337)        (20,074,918)        (879,376)           (3,377,659)        (4,495,704)        (4,106,063)        (9,747,716)        (19,495)             (13,356)             (3,051)               

PJM Charges & Credits - Pool Term & Removal of Big Sandy 7,584,302           PROD_DEMAND TOTAL 7,584,302           3,564,226           156,130            599,691            798,195            729,016            1,730,670         3,461                2,371                542                   

Adjustments to Include Test Year Mitchell Plant O&M 8,839,850           PROD_DEMAND TOTAL 8,839,850           4,154,268           181,976            698,967            930,333            849,701            2,017,175         4,034                2,764                631                   

Mitchell Plant Maintenance Normalization 3,223,809           PROD_DEMAND TOTAL 3,223,809           1,515,022           66,365              254,906            339,284            309,878            735,644            1,471                1,008                230                   

Eliminate Mitchell O&M FGD (14,879,350)        PROD_DEMAND TOTAL (14,879,350)        (6,992,518)          (306,305)           (1,176,510)        (1,565,949)        (1,430,228)        (3,395,335)        (6,791)               (4,652)               (1,063)               

Cost of Removal Adjustment 69,695                PROD_DEMAND TOTAL 69,695                32,753                1,435                5,511                7,335                6,699                15,904              32                     22                     5                       

Mitchell Plant Incentive Compensation Adjustment -                      LABOR_PROD TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Mitchell Plant Maintenance -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Mitchell Plant Annualization of Employee-Related Exp -                      LABOR_PROD TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Removal of Mitchell Severance Costs -                      LABOR_PROD TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Removal of Mitchell Repositioning Study Costs -                      LABOR_PROD TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Adj to Incl TY Mitchell Plant O&M and Rate Base - Demand -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Adj to Incl TY Mitchell Plant O&M and Rate Base - Energy -                      PROD_ENERGY TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

PJM - Pool Term & Mitchell Xfer - Prod Demand -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

PJM Charges & Credits - Pool Term & Mitchell Xfer - Energy -                      PROD_ENERGY TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Amortization of Big Sandy Depreciation & O&M -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Removal of Big Sandy Depreciation & O&M -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Total Operations and Maintenance Expense Adjustments 16,888,397         TOTAL 16,888,397         (100,779)             642,067            2,051,348         3,979,824         2,805,569         7,696,548         19,907              (237,942)           31,854              

Adjusted Operating & Maintenance Expenses 348,652,947       TOTAL 348,652,947       150,822,391       9,485,494         29,353,178       39,541,089       34,129,243       82,639,706       197,493            1,939,103         545,249            

Depreciation & Amortization Expense

Production 46,815,624         RB_GUP_EPIS_P TOTAL 46,815,624         22,000,899         963,743            3,701,710         4,927,021         4,499,997         10,682,908       21,365              14,637              3,344                

Transmission 9,018,286           RB_GUP_EPIS_T TOTAL 9,018,286           4,212,619           183,590            705,642            944,790            870,811            2,093,960         4,105                2,254                515                   

Distribution 24,594,927         RB_GUP_EPIS_D TOTAL 24,594,927         16,228,629         1,102,368         2,375,867         2,670,465         886,097            21,766              12,646              1,165,161         131,927            

General & Intangible 3,972,462           RB_GUP_EPIS_G TOTAL 3,972,462           2,280,545           141,420            336,502            407,410            265,783            482,385            1,884                46,539              9,994                

Total Depreciation & Amort Expense 84,401,299         TOTAL 84,401,299         44,722,692         2,391,120         7,119,722         8,949,686         6,522,688         13,281,019       40,001              1,228,591         145,780            

Amortization of Intangible Expense 209,475              LABOR_M TOTAL 209,475              120,257              7,457                17,744              21,483              14,015              25,437              99                     2,454                527                   

ARO Depreciation 237,400              RB_GUP_EPIS_P TOTAL 237,400              111,566              4,887                18,771              24,985              22,819              54,173              108                   74                     17                     

KPCo Depreciation Annualization Expense - Transmission 4,807,980           RB_GUP_EPIS_T TOTAL 4,807,980           2,245,902           97,878              376,204            503,702            464,261            1,116,367         2,189                1,202                275                   

KPCo Depreciation Annualization Expense - Distribution 7,225,675           RB_GUP_EPIS_D TOTAL 7,225,675           4,767,764           323,861            697,999            784,549            260,324            6,395                3,715                342,309            38,759              

KPCo Depreciation Annualization Expense - General 737,606              RB_GUP_EPIS_G TOTAL 737,606              423,451              26,259              62,482              75,648              49,351              89,569              350                   8,641                1,856                

Annualize Depreciation on Mitchell Plant Investment 3,764,718           PROD_DEMAND TOTAL 3,764,718           1,769,221           77,500              297,676            396,211            361,871            859,075            1,718                1,177                269                   

Removal of Big Sandy Depreciation (17,212,456)        PROD_DEMAND TOTAL (17,212,456)        (8,088,956)          (354,334)           (1,360,988)        (1,811,492)        (1,654,490)        (3,927,729)        (7,855)               (5,382)               (1,229)               

Remove RTO Amortization (149,718)             TRANS_TOTAL TOTAL (149,718)             (69,927)               (3,047)               (11,712)             (15,683)             (14,458)             (34,776)             (68)                    (37)                    (9)                      

Amortization of Big Sandy Depreciation and O&M -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Removal of Big Sandy Depreciation -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Total Depreciation & Amort Adjustments (379,320)             TOTAL (379,320)             1,279,278           180,462            98,176              (20,598)             (496,307)           (1,811,490)        256                   350,439            40,464              

Adjusted Depreciation Expense 84,021,979         TOTAL 84,021,979         46,001,971         2,571,582         7,217,898         8,929,088         6,026,381         11,469,529       40,257              1,579,030         186,244            

Taxes Other Than Income

Federal Insurance Contribution Excise 3,584,520           LABOR_M TOTAL 3,584,520           2,057,832           127,609            303,640            367,623            239,827            435,276            1,700                41,994              9,018                

Federal Unemployment Tax 48,168                LABOR_M TOTAL 48,168                27,653                1,715                4,080                4,940                3,223                5,849                23                     564                   121                   

Federal Excise Tax 3,707                  LABOR_M TOTAL 3,707                  2,128                  132                   314                   380                   248                   450                   2                       43                     9                       

Kentucky Unemployment Insurance 73,920                LABOR_M TOTAL 73,920                42,437                2,632                6,262                7,581                4,946                8,976                35                     866                   186                   

Kentucky PSC Maintenance 977,071              REVSALES TOTAL 977,071              410,055              33,418              101,923            117,289            93,097              204,090            626                   14,051              2,522                

Kentucky Sales & Use (101,594)             TDPLANT TOTAL (101,594)             (58,835)               (3,513)               (9,033)               (10,869)             (6,236)               (9,932)               (50)                    (2,808)               (319)                  

Kentucky Real & Personal Property 10,260,001         RB_GUP TOTAL 10,260,001         5,337,477           277,648            856,995            1,087,114         822,872            1,728,620         4,836                129,302            15,138              

Kentucky Business Occup Taxes 2,958,572           LABOR_M TOTAL 2,958,572           1,698,483           105,325            250,617            303,427            197,947            359,266            1,403                34,661              7,443                

Lousiana Real & Personal Property 199                     RB_GUP TOTAL 199                     104                     5                       17                     21                     16                     34                     0                       3                       0                       

West Virginia Real & Personal Property 2,059,339           RB_GUP TOTAL 2,059,339           1,071,313           55,728              172,012            218,200            165,163            346,960            971                   25,953              3,038                

West Virginia Unemployment Insurance -                      LABOR_M TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Ohio Gross Receipts Tax 33,386                REVSALES TOTAL 33,386                14,011                1,142                3,483                4,008                3,181                6,974                21                     480                   86                     

Ohio Franchise Tax -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

West Virginia Franchise Tax (9,120)                 LABOR_M TOTAL (9,120)                 (5,236)                 (325)                  (773)                  (935)                  (610)                  (1,107)               (4)                      (107)                  (23)                    

Kentucky Municipal License Fees 440                     RB_GUP TOTAL 440                     229                     12                     37                     47                     35                     74                     0                       6                       1                       

Kentucky License 213                     RB_GUP TOTAL 213                     111                     6                       18                     23                     17                     36                     0                       3                       0                       
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West Virginia License Tax 25                       LABOR_M TOTAL 25                       14                       1                       2                       3                       2                       3                       0                       0                       0                       

Oklahoma License Tax -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Fringe Benefit Loading FICA (1,236,137)          LABOR_M TOTAL (1,236,137)          (709,652)             (44,007)             (104,712)           (126,776)           (82,705)             (150,107)           (586)                  (14,482)             (3,110)               

Fringe Benefit Loading FUT (8,884)                 LABOR_M TOTAL (8,884)                 (5,100)                 (316)                  (753)                  (911)                  (594)                  (1,079)               (4)                      (104)                  (22)                    

Fringe Benefit Loading SUT (22,848)               LABOR_M TOTAL (22,848)               (13,117)               (813)                  (1,935)               (2,343)               (1,529)               (2,774)               (11)                    (268)                  (57)                    

R/E PRS Franchise - CARRS Tax (46,592)               RB_GUP TOTAL (46,592)               (24,238)               (1,261)               (3,892)               (4,937)               (3,737)               (7,850)               (22)                    (587)                  (69)                    

Total Taxes Other Than Income 18,574,386         TOTAL 18,574,386         9,845,668           555,138            1,578,301         1,963,884         1,435,163         2,923,759         8,939                229,570            33,963              

Remove Big Sandy O&M - Property-related (900,293)             RB_GUP TOTAL (900,293)             (468,352)             (24,363)             (75,199)             (95,392)             (72,205)             (151,683)           (424)                  (11,346)             (1,328)               

Remove Big Sandy O&M - Payroll-related (794,970)             LABOR_PROD TOTAL (794,970)             (362,488)             (16,543)             (63,018)             (84,164)             (78,255)             (189,158)           (377)                  (792)                  (175)                  

Adjs Made to Include Mitchell Plant O&M - Property 1,667,870           RB_GUP TOTAL 1,667,870           867,662              45,134              139,313            176,722            133,766            281,005            786                   21,019              2,461                

Adjs Made to Include Mitchell Plant O&M - Payroll 204,840              LABOR_PROD TOTAL 204,840              93,402                4,263                16,238              21,687              20,164              48,740              97                     204                   45                     

Annualization of Property Tax Expense 314,531              RB_GUP TOTAL 314,531              163,626              8,512                26,272              33,327              25,226              52,993              148                   3,964                464                   

KPSC Maintenance Assessment 92,475                EXP_OTHTAX_PSC TOTAL 92,475                38,810                3,163                9,646                11,101              8,811                19,316              59                     1,330                239                   

Sales & Use Tax Adjustment 116,430              TDPLANT TOTAL 116,430              67,427                4,026                10,352              12,456              7,147                11,383              57                     3,218                366                   

State Franchise Tax Adjustment 9,020                  LABOR_M TOTAL 9,020                  5,178                  321                   764                   925                   603                   1,095                4                       106                   23                     

KPCO T&D Annualization Employee-Related Exps. 7,011                  LABOR_TD TOTAL 7,011                  4,573                  257                   702                   830                   335                   185                   4                       87                     37                     

Total Adjustments to Taxes Other Than Income 716,914              TOTAL 716,914              409,839              24,769              65,071              77,491              45,593              73,876              354                   17,790              2,131                

Adjusted Taxes Other Than Income 19,291,300         TOTAL 19,291,300         10,255,507         579,907            1,643,372         2,041,375         1,480,756         2,997,635         9,294                247,360            36,094              

Other Expenses

Gain/Loss on Disposition of Utility Plant (3,857)                 RB_GUP_EPIS_D TOTAL (3,857)                 (2,545)                 (173)                  (373)                  (419)                  (139)                  (3)                      (2)                      (183)                  (21)                    

Loss on Disposition of Utility Plant -                      RB_GUP TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Gain/Loss on Disposition of Allowances -                      PROD_ENERGY TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Accretion 718,740              PROD_DEMAND TOTAL 718,740              337,770              14,796              56,831              75,642              69,087              164,010            328                   225                   51                     

Interest Income - Corp.  Borrowing Program (53,251)               RB_GUP TOTAL (53,251)               (27,702)               (1,441)               (4,448)               (5,642)               (4,271)               (8,972)               (25)                    (671)                  (79)                    

Interest Expense - Corp. Borrowing Program 28,225                RB_GUP TOTAL 28,225                14,683                764                   2,358                2,991                2,264                4,755                13                     356                   42                     

Other Interest Expense 399,669              RB_GUP TOTAL 399,669              207,917              10,816              33,383              42,348              32,054              67,337              188                   5,037                590                   

Interest on Customer Deposits 32,735                CUST_DEP_FXNL TOTAL 32,735                23,878                1,437                3,664                1,959                1,636                -                        -                        160                   -                        

Total Other Expenses 1,122,261           TOTAL 1,122,261           554,001              26,199              91,415              116,879            100,631            227,127            503                   4,924                583                   

ARO Accretion 363,539              PROD_DEMAND TOTAL 363,539              170,844              7,484                28,745              38,260              34,944              82,956              166                   114                   26                     

Adjustment to Interest on Customer Deposits (2,422)                 CUST_DEP_FXNL TOTAL (2,422)                 (1,767)                 (106)                  (271)                  (145)                  (121)                  -                        -                        (12)                    -                        

Total Adjustments to Other Expenses 361,117              TOTAL 361,117              169,078              7,377                28,474              38,115              34,823              82,956              166                   102                   26                     

Total Adjusted Other Expenses 1,483,378           TOTAL 1,483,378           723,079              33,576              119,889            154,994            135,454            310,083            669                   5,025                609                   

Total Operating Expense Before Income Tax 453,449,604       TOTAL 453,449,604       207,802,948       12,670,559       38,334,337       50,666,546       41,771,834       97,416,954       247,712            3,770,518         768,196            

Gross Operating Income 117,150,056       TOTAL 117,150,056       29,376,450         7,420,899         22,454,864       20,832,570       12,676,791       19,989,032       120,169            3,610,900         668,381            

Allowance for Borrowed Funds Used During Construction 1,880,353           RATEBASE TOTAL 1,880,353           1,001,418           56,000              159,945            202,554            140,319            280,398            934                   34,642              4,143                

Interest Synchronization Tax (32,814,262)        RATEBASE TOTAL (32,814,262)        (17,475,863)        (977,269)           (2,791,225)        (3,534,791)        (2,448,732)        (4,893,251)        (16,295)             (604,535)           (72,303)             

Taxable Income Before Schedule M Adjustments 86,216,147         TOTAL 86,216,147         12,902,005         6,499,630         19,823,584       17,500,333       10,368,379       15,376,179       104,808            3,041,008         600,222            

Schedule M Income Adjustments

Book vs. Tax Depreciation - Normalized 10,392,065         RB_GUP TOTAL 10,392,065         5,406,180           281,221            868,026            1,101,107         833,464            1,750,871         4,898                130,966            15,333              

AFUDC - HR/J 11,364                BULK_TRANS TOTAL 11,364                5,340                  234                   899                   1,196                1,092                2,593                5                       4                       1                       

ABFUDC (1,880,353)          RB_GUP_CWIP TOTAL (1,880,353)          (924,626)             (44,109)             (151,830)           (198,086)           (167,486)           (381,160)           (870)                  (10,868)             (1,320)               

ABFUDC - HR/J 21,735                BULK_TRANS TOTAL 21,735                10,214                447                   1,719                2,287                2,089                4,960                10                     7                       2                       

Interest Capitalization 4,187,996           RB_GUP TOTAL 4,187,996           2,178,687           113,332            349,814            443,745            335,886            705,600            1,974                52,779              6,179                

SEC 481 Pension/OPEB Adjustment 3,045                  LABOR_M TOTAL 3,045                  1,748                  108                   258                   312                   204                   370                   1                       36                     8                       

Book/Tax Unit of Property (9,600,340)          RB_GUP TOTAL (9,600,340)          (4,994,307)          (259,796)           (801,895)           (1,017,219)        (769,966)           (1,617,480)        (4,525)               (120,988)           (14,165)             

Book/Tax Unit of Property - SEC 481 2,703,612           RB_GUP TOTAL 2,703,612           1,406,478           73,163              225,827            286,465            216,835            455,509            1,274                34,072              3,989                

Removal Costs (8,208,700)          RB_GUP TOTAL (8,208,700)          (4,270,345)          (222,137)           (685,654)           (869,765)           (658,354)           (1,383,014)        (3,869)               (103,450)           (12,111)             

Tax Amortization of Pollution Control 4,437,000           PROD_DEMAND TOTAL 4,437,000           2,085,158           91,340              350,833            466,964            426,492            1,012,484         2,025                1,387                317                   

Provision for Possible Revenue Refunds (516,436)             REV TOTAL (516,436)             (214,610)             (18,182)             (55,021)             (64,716)             (49,294)             (106,308)           (333)                  (6,673)               (1,300)               

Deferred Fuel (14,572,129)        FUELREV TOTAL (14,572,129)        (5,205,269)          (315,768)           (1,138,809)        (1,515,128)        (1,689,865)        (4,584,850)        (8,593)               (94,861)             (18,986)             

Provision for Workers Comp 350,153              LABOR_M TOTAL 350,153              201,019              12,465              29,661              35,911              23,427              42,520              166                   4,102                881                   

Accrued Book Pension Expense 313,164              LABOR_M TOTAL 313,164              179,784              11,149              26,528              32,118              20,953              38,028              148                   3,669                788                   

Accrued Book Pension Costs - SFAS 158 (14,366,306)        LABOR_M TOTAL (14,366,306)        (8,247,533)          (511,441)           (1,216,951)        (1,473,388)        (961,198)           (1,744,532)        (6,812)               (168,308)           (36,142)             

Supplemental Executive Retirement 1,141                  LABOR_M TOTAL 1,141                  655                     41                     97                     117                   76                     139                   1                       13                     3                       

Accrd Supplemental Exec Retirement SFAS 158 (3,733)                 LABOR_M TOTAL (3,733)                 (2,143)                 (133)                  (316)                  (383)                  (250)                  (453)                  (2)                      (44)                    (9)                      

Accrd Supplemental Savings Plan Exp (100,554)             LABOR_M TOTAL (100,554)             (57,727)               (3,580)               (8,518)               (10,313)             (6,728)               (12,210)             (48)                    (1,178)               (253)                  

Accrued PSI Plan Expenses 122,366              LABOR_M TOTAL 122,366              70,249                4,356                10,365              12,550              8,187                14,859              58                     1,434                308                   

Book Provision for Uncollectible Accounts (44,200)               CUST_TOTAL TOTAL (44,200)               (28,043)               (4,831)               (1,480)               (173)                  (16)                    (2)                      (2)                      (9,643)               (11)                    

Accrued Companywide Incentive Plan - Engage to Gain (125,184)             LABOR_M TOTAL (125,184)             (71,867)               (4,457)               (10,604)             (12,839)             (8,376)               (15,201)             (59)                    (1,467)               (315)                  

Accrued Companywide Incentive Plan 3,270,905           LABOR_M TOTAL 3,270,905           1,877,789           116,444            277,074            335,459            218,844            397,193            1,551                38,320              8,229                
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Accrued Book Vacation Pay 1,827,757           LABOR_M TOTAL 1,827,757           1,049,295           65,068              154,827            187,452            122,289            221,949            867                   21,413              4,598                

(ICDP) Incentive Comp Deferral Plan (66,983)               LABOR_M TOTAL (66,983)               (38,454)               (2,385)               (5,674)               (6,870)               (4,482)               (8,134)               (32)                    (785)                  (169)                  

Accrued Book Severance Benefits (1,411)                 LABOR_M TOTAL (1,411)                 (810)                    (50)                    (120)                  (145)                  (94)                    (171)                  (1)                      (17)                    (4)                      

Reg Asset on Deferred RTO Costs 213,955              TRANS_TOTAL TOTAL 213,955              99,929                4,355                16,737              22,412              20,662              49,697              97                     53                     12                     

Federal Mitgation Programs PROD_ENERGY TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

State Mitigation Programs (313,063)             PROD_ENERGY TOTAL (313,063)             (111,244)             (7,019)               (25,270)             (34,560)             (36,039)             (96,483)             (190)                  (1,854)               (403)                  

Customer Adv Inc for Tax 24,476                TDPLANT TOTAL 24,476                14,175                846                   2,176                2,618                1,502                2,393                12                     676                   77                     

Deferred Book Contract Revenue (13,407)               REV TOTAL (13,407)               (5,571)                 (472)                  (1,428)               (1,680)               (1,280)               (2,760)               (9)                      (173)                  (34)                    

Deferred Storm Damage 4,632,666           EXP_OM_DIST TOTAL 4,632,666           3,129,044           179,270            476,453            556,524            192,991            3,317                2,638                64,795              27,634              

Deferred Demand Side Management Exp 941,289              LABOR_M TOTAL 941,289              540,383              33,510              79,735              96,537              62,978              114,303            446                   11,028              2,368                

Advance Rental Income 1,923                  REV_OTHER TOTAL 1,923                  1,355                  92                     214                   178                   62                     (3)                      1                       22                     2                       

Deferred Rev - Bonus Lease - Short-Term 426,817              REV TOTAL 426,817              177,368              15,027              45,473              53,486              40,740              87,860              275                   5,515                1,074                

Deferred Rev - Bonus Lease - Long-Term 1,529,427           REV TOTAL 1,529,427           635,567              53,846              162,945            191,656            145,983            314,832            986                   19,762              3,849                

Reg Asset - SFAS 158 Pensions 14,366,306         LABOR_M TOTAL 14,366,306         8,247,533           511,441            1,216,951         1,473,388         961,198            1,744,532         6,812                168,308            36,142              

Reg Asset - SFAS 158 SERP 3,733                  LABOR_M TOTAL 3,733                  2,143                  133                   316                   383                   250                   453                   2                       44                     9                       

Reg Asset - SFAS 158 OPEB 11,451,882         LABOR_M TOTAL 11,451,882         6,574,395           407,688            970,074            1,174,489         766,204            1,390,627         5,430                134,164            28,810              

Reg Asset - ATR Under Recovery (3,564,843)          PROD_DEMAND TOTAL (3,564,843)          (1,675,290)          (73,386)             (281,872)           (375,175)           (342,659)           (813,465)           (1,627)               (1,115)               (255)                  

Book Amortization Loss on Reacquired Debt 33,279                RB_GUP TOTAL 33,279                17,312                901                   2,780                3,526                2,669                5,607                16                     419                   49                     

Accrued SFAS 106 Post Retirement Exp (2,674,550)          LABOR_M TOTAL (2,674,550)          (1,535,429)          (95,214)             (226,558)           (274,298)           (178,944)           (324,777)           (1,268)               (31,334)             (6,729)               

Accrued OPEB Costs SFAS 158 (11,451,882)        LABOR_M TOTAL (11,451,882)        (6,574,395)          (407,688)           (970,074)           (1,174,489)        (766,204)           (1,390,627)        (5,430)               (134,164)           (28,810)             

Accrd SFAS 112 Post Employment Benefits 911,790              LABOR_M TOTAL 911,790              523,448              32,460              77,237              93,512              61,005              110,721            432                   10,682              2,294                

Accrued Book ARO Expense - SFAS 143 1,030,944           RB_GUP TOTAL 1,030,944           536,320              27,899              86,112              109,235            82,684              173,695            486                   12,992              1,521                

Reg Asset Medicare Subsidy Flow Thru 214,454              LABOR_M TOTAL 214,454              123,116              7,635                18,166              21,994              14,348              26,042              102                   2,512                540                   

SFAS 109 - Deferred SIT Liability 3,584,547           REV TOTAL 3,584,547           1,489,591           126,201            381,898            449,189            342,144            737,877            2,311                46,316              9,020                

Reg Asset - SFAS 109 - Deferred SIT Liability (3,584,547)          REV TOTAL (3,584,547)          (1,489,591)          (126,201)           (381,898)           (449,189)           (342,144)           (737,877)           (2,311)               (46,316)             (9,020)               

Regulatory Asset Accrued SFAS 112 11,917                LABOR_M TOTAL 11,917                6,841                  424                   1,009                1,222                797                   1,447                6                       140                   30                     

IRS Capitalization Adjustment (63,083)               REV TOTAL (63,083)               (26,215)               (2,221)               (6,721)               (7,905)               (6,021)               (12,986)             (41)                    (815)                  (159)                  

Nontaxable Defd Compensation CSV Earn 15,176                LABOR_M TOTAL 15,176                8,712                  540                   1,286                1,556                1,015                1,843                7                       178                   38                     

Nondeductible Meals and Travel & Entertainment 52,113                LABOR_M TOTAL 52,113                29,917                1,855                4,414                5,345                3,487                6,328                25                     611                   131                   

Capitalized Software Costs Tax 4,276                  RB_GUP TOTAL 4,276                  2,224                  116                   357                   453                   343                   720                   2                       54                     6                       

Book Leases Capitalized for Tax (424,281)             RB_GUP TOTAL (424,281)             (220,720)             (11,482)             (35,439)             (44,955)             (34,028)             (71,483)             (200)                  (5,347)               (626)                  

Capitalized Software Costs Book (497,306)             RB_GUP TOTAL (497,306)             (258,709)             (13,458)             (41,539)             (52,693)             (39,885)             (83,787)             (234)                  (6,267)               (734)                  

MTM Book Gain Above the Line Tax Deferral 3,087,573           PROD_ENERGY TOTAL 3,087,573           1,097,143           69,226              249,228            340,842            355,430            951,561            1,877                18,288              3,979                

Mark & Spread Deferral - 283 A/L (32,509)               PROD_ENERGY TOTAL (32,509)               (11,552)               (729)                  (2,624)               (3,589)               (3,742)               (10,019)             (20)                    (193)                  (42)                    

Mark & Spread Deferral - 190 A/L 306,228              PROD_ENERGY TOTAL 306,228              108,816              6,866                24,719              33,805              35,252              94,377              186                   1,814                395                   

Provision for Trading Credit Risk (Above Line) (127,666)             PROD_ENERGY TOTAL (127,666)             (45,365)               (2,862)               (10,305)             (14,093)             (14,696)             (39,345)             (78)                    (756)                  (165)                  

Provision for FAS 157 A/L 14,760                PROD_ENERGY TOTAL 14,760                5,245                  331                   1,191                1,629                1,699                4,549                9                       87                     19                     

Reg Liability - Unrealized MTM Gain Deferral (350,135)             PROD_ENERGY TOTAL (350,135)             (124,418)             (7,850)               (28,263)             (38,652)             (40,306)             (107,908)           (213)                  (2,074)               (451)                  

Book > Tax Basis - EMA A/C 283 (1,635,359)          PROD_ENERGY TOTAL (1,635,359)          (581,111)             (36,666)             (132,005)           (180,530)           (188,257)           (504,002)           (994)                  (9,686)               (2,108)               

Total Schedule M Adjustments - Per Books (3,717,126)          TOTAL (3,717,126)          1,127,830           77,915              (105,469)           (281,167)           (1,007,031)        (3,579,186)        (2,624)               28,289              24,316              

Fuel Over/Under Revenues 5,298,776           FUELREV TOTAL 5,298,776           1,892,761           114,821            414,098            550,937            614,476            1,667,161         3,125                34,494              6,904                

Amortization of Storm Cost Deferral (2,237,475)          EXP_OM_DIST TOTAL (2,237,475)          (1,511,259)          (86,584)             (230,116)           (268,789)           (93,211)             (1,602)               (1,274)               (31,294)             (13,347)             

Pension and OPEB Expense Adjustment (226,781)             LABOR_M TOTAL (226,781)             (130,192)             (8,073)               (19,210)             (23,258)             (15,173)             (27,539)             (108)                  (2,657)               (571)                  

Amortization of Deferred IGCC Costs 52,505                PROD_DEMAND TOTAL 52,505                24,675                1,081                4,152                5,526                5,047                11,981              24                     16                     4                       

Amortization of Deferred CCS FEED Study Costs 34,425                PROD_DEMAND TOTAL 34,425                16,178                709                   2,722                3,623                3,309                7,855                16                     11                     2                       

Amortization of Deferred CARRS Site Costs 103,330              PROD_DEMAND TOTAL 103,330              48,560                2,127                8,170                10,875              9,932                23,579              47                     32                     7                       

Amortization of Defd Preliminary Big Sandy FGD Costs 1,105,293           PROD_DEMAND TOTAL 1,105,293           519,430              22,753              87,395              116,324            106,243            252,218            504                   346                   79                     

Incentive Compensation Plan Adjustment 66,983                LABOR_M TOTAL 66,983                38,454                2,385                5,674                6,870                4,482                8,134                32                     785                   169                   

KPCo Depreciation Annualization Exp - T&D Plant 12,771,261         TDPLANT TOTAL 12,771,261         7,396,085           441,562            1,135,528         1,366,278         783,917            1,248,571         6,251                352,951            40,118              

Amortization of Intangible Expenses 209,475              LABOR_M TOTAL 209,475              120,257              7,457                17,744              21,483              14,015              25,437              99                     2,454                527                   

Mitchell Depreciation Annualization - Production 3,764,718           PROD_DEMAND TOTAL 3,764,718           1,769,221           77,500              297,676            396,211            361,871            859,075            1,718                1,177                269                   

Removal of Big Sandy Depreciation (17,212,456)        PROD_DEMAND TOTAL (17,212,456)        (8,088,956)          (354,334)           (1,360,988)        (1,811,492)        (1,654,490)        (3,927,729)        (7,855)               (5,382)               (1,229)               

ARO Depreciation Adjustment 237,400              PROD_DEMAND TOTAL 237,400              111,566              4,887                18,771              24,985              22,819              54,173              108                   74                     17                     

Remval of RTO Amortization (149,718)             TRANS_TOTAL TOTAL (149,718)             (69,927)               (3,047)               (11,712)             (15,683)             (14,458)             (34,776)             (68)                    (37)                    (9)                      

ARO Accretion 363,539              PROD_DEMAND TOTAL 363,539              170,844              7,484                28,745              38,260              34,944              82,956              166                   114                   26                     

Annualize Removal Cost - Schedule M Adjustment 326,280              RB_GUP TOTAL 326,280              169,738              8,830                27,253              34,571              26,168              54,972              154                   4,112                481                   

Annualize Section 199 Manuf. Deduct. @ Separate Return (117,148)             RB_GUP_EPIS_P TOTAL (117,148)             (55,053)               (2,412)               (9,263)               (12,329)             (11,260)             (26,732)             (53)                    (37)                    (8)                      

Mitchell Plant Depreciation-Related Shedule M's (3,892,704)          PROD_DEMAND TOTAL (3,892,704)          (1,829,368)          (80,135)             (307,796)           (409,680)           (374,173)           (888,280)           (1,777)               (1,217)               (278)                  

Mitchell Depreciation Annualization - Production -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Annualize Section 199 Manuf. Deduct. @ Separate Return -                      RB_GUP_EPIS_P TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Mitchell Plant Depreciation-Related Shedule M's -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Adjustments to Per Books Schedule M 497,703              TOTAL 497,703              593,014              157,010            108,844            34,711              (175,543)           (610,546)           1,109                355,941            33,161              

Adjusted Schedule M (3,219,423)          TOTAL (3,219,423)          1,720,844           234,925            3,376                (246,455)           (1,182,574)        (4,189,731)        (1,514)               384,230            57,477              

Amortization of Big Sandy Depreciation & O&M - O&M -                      PROD_DEMAND

Kentucky Taxable Income Before Adjustments 82,996,724         TOTAL 82,996,724         14,622,850         6,734,556         19,826,960       17,253,878       9,185,804         11,186,447       103,294            3,425,237         657,698            

JCWA Depreciation Adjustment (6,013,710)          RB_GUP TOTAL (6,013,710)          (3,128,464)          (162,738)           (502,312)           (637,192)           (482,311)           (1,013,199)        (2,835)               (75,788)             (8,873)               

Federal Domestic Production Activity 117,148              RB_GUP_EPIS_P TOTAL 117,148              55,053                2,412                9,263                12,329              11,260              26,732              53                     37                     8                       
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Kentucky Taxable Income 77,100,162         TOTAL 77,100,162         11,549,440         6,574,229         19,333,911       16,629,015       8,714,753         10,199,981       100,512            3,349,486         648,834            

Tax Factor (Tax Rate x Apportionment) 4.4341800%

Kentucky Tax 3,418,760           TOTAL 3,418,760           512,123              291,513            857,300            737,360            386,428            452,286            4,457                148,522            28,770              

West Virginia Taxable Income Before Adjustments 82,996,724         TOTAL 82,996,724         14,622,850         6,734,556         19,826,960       17,253,878       9,185,804         11,186,447       103,294            3,425,237         657,698            

Federal Domestic Production Activity 117,148              RB_GUP_EPIS_P TOTAL 117,148              55,053                2,412                9,263                12,329              11,260              26,732              53                     37                     8                       

West Virginia Taxable Income 83,113,872         TOTAL 83,113,872         14,677,903         6,736,967         19,836,223       17,266,207       9,197,065         11,213,179       103,347            3,425,274         657,707            

Apportionment Factor 17.7890000%

Apportioned West Virginia Taxable Income 14,785,127         TOTAL 14,785,127         2,611,052           1,198,439         3,528,666         3,071,486         1,636,066         1,994,712         18,384              609,322            116,999            

Post Apportionment Schedule M Adjustments 6,978,384           RB_GUP TOTAL 6,978,384           3,630,308           188,843            582,889            739,405            559,680            1,175,728         3,289                87,945              10,296              

Post Apportionment Taxable Income 21,763,511         TOTAL 21,763,511         6,241,360           1,387,282         4,111,554         3,810,891         2,195,746         3,170,441         21,674              697,267            127,296            

Tax Rate 6.5000000%

West Virginia Tax 1,414,628           TOTAL 1,414,628           405,688              90,173              267,251            247,708            142,723            206,079            1,409                45,322              8,274                

Illinois Taxable Income Before Depreciation Adjustment 82,996,724         TOTAL 82,996,724         14,622,850         6,734,556         19,826,960       17,253,878       9,185,804         11,186,447       103,294            3,425,237         657,698            

JCWA Depreciation Adjustment (2,658,840)          RB_GUP TOTAL (2,658,840)          (1,383,187)          (71,951)             (222,087)           (281,721)           (213,244)           (447,965)           (1,253)               (33,508)             (3,923)               

Federal Domestic Production Activity 117,148              RB_GUP_EPIS_P TOTAL 117,148              55,053                2,412                9,263                12,329              11,260              26,732              53                     37                     8                       

Illinois Taxable Income 80,455,032         TOTAL 80,455,032         13,294,716         6,665,016         19,614,136       16,984,485       8,983,821         10,765,214       102,094            3,391,766         653,784            

Apportionment Factor 1.4511000%

Apportioned Illinois State Taxable Income 1,167,483           TOTAL 1,167,483           192,920              96,716              284,621            246,462            130,364            156,214            1,481                49,218              9,487                

Post Apportionment Schedule M Adjustments (79,783)               RB_GUP TOTAL (79,783)               (41,505)               (2,159)               (6,664)               (8,454)               (6,399)               (13,442)             (38)                    (1,005)               (118)                  

Post Apportionment Taxable Income 1,087,700           TOTAL 1,087,700           151,415              94,557              277,957            238,008            123,965            142,772            1,444                48,212              9,369                

Tax Rate 9.5000000%

Illinois Tax 103,331              TOTAL 103,331              14,384                8,983                26,406              22,611              11,777              13,563              137                   4,580                890                   

Michigan Taxable Income Before Depreciation Adjustment 82,996,724         TOTAL 82,996,724         14,622,850         6,734,556         19,826,960       17,253,878       9,185,804         11,186,447       103,294            3,425,237         657,698            

JCWA Depreciation Adjustment (4,544,916)          RB_GUP TOTAL (4,544,916)          (2,364,365)          (122,991)           (379,627)           (481,563)           (364,511)           (765,734)           (2,142)               (57,277)             (6,706)               

Federal Domestic Production Activity 117,148              RB_GUP_EPIS_P TOTAL 117,148              55,053                2,412                9,263                12,329              11,260              26,732              53                     37                     8                       

Michigan Taxable Income 78,568,956         TOTAL 78,568,956         12,313,538         6,613,976         19,456,596       16,784,643       8,832,554         10,447,445       101,205            3,367,997         651,001            

Tax Factor (Tax Rate x Apportionment) 0.0064140%

Michigan Tax 5,039                  TOTAL 5,039                  790                     424                   1,248                1,077                567                   670                   6                       216                   42                     

Total Current State Income Tax 4,941,759           TOTAL 4,941,759           932,986              391,094            1,152,205         1,008,756         541,495            672,598            6,009                198,641            37,977              

Deferred State Income Tax (453,595)             TOTAL (453,595)             (235,970)             (12,275)             (37,888)             (48,061)             (36,379)             (76,422)             (214)                  (5,716)               (669)                  

Mitchell Plant DSIT Amortization Adjustment (197,446)             RB_GUP_EPIS_P TOTAL (197,446)             (92,789)               (4,065)               (15,612)             (20,780)             (18,979)             (45,055)             (90)                    (62)                    (14)                    

Total Adjusted Deferred State Income Tax (651,041)             TOTAL (651,041)             (328,759)             (16,339)             (53,500)             (68,841)             (55,358)             (121,478)           (304)                  (5,778)               (683)                  

Total State Income Tax 4,290,718           TOTAL 4,290,718           604,226              374,754            1,098,705         939,915            486,137            551,120            5,705                192,863            37,293              

Federal Taxable Income 78,054,965         TOTAL 78,054,965         13,689,864         6,343,462         18,674,755       16,245,122       8,644,310         10,513,850       97,284              3,226,597         619,722            

Tax Factor (Tax Rate x Apportionment) 35.00%

Gross Current FIT 27,319,238         TOTAL 27,319,238         4,791,452           2,220,212         6,536,164         5,685,793         3,025,508         3,679,847         34,049              1,129,309         216,903            

Feedback Prior ITC Normalization Tax (128,109)             RB_GUP TOTAL (128,109)             (66,645)               (3,467)               (10,701)             (13,574)             (10,275)             (21,584)             (60)                    (1,614)               (189)                  

Defd Investment Tax Credit Adjustment -                      RB_GUP TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Total Current FIT & ITC 27,191,129         TOTAL 27,191,129         4,724,807           2,216,745         6,525,463         5,672,219         3,015,234         3,658,263         33,989              1,127,694         216,714            

Deferred FIT

DFIT for Book vs Tax Depreciation Normalized (1,043,995)          RB_GUP TOTAL (1,043,995)          (543,109)             (28,252)             (87,203)             (110,618)           (83,730)             (175,894)           (492)                  (13,157)             (1,540)               

DFIT ABFUDC 428,401              RB_GUP_CWIP TOTAL 428,401              210,658              10,049              34,591              45,130              38,158              86,840              198                   2,476                301                   

Interest Capitalization (1,137,462)          RB_GUP TOTAL (1,137,462)          (591,733)             (30,781)             (95,010)             (120,522)           (91,227)             (191,641)           (536)                  (14,335)             (1,678)               

Capitalized Overheads - Taxes (8,246)                 RB_GUP TOTAL (8,246)                 (4,290)                 (223)                  (689)                  (874)                  (661)                  (1,389)               (4)                      (104)                  (12)                    

Capitalized Overheads - Pension/OPEB (1,066)                 LABOR_M TOTAL (1,066)                 (612)                    (38)                    (90)                    (109)                  (71)                    (129)                  (1)                      (12)                    (3)                      

Capitalized Overheads - Savings Plan (1,045)                 LABOR_M TOTAL (1,045)                 (600)                    (37)                    (89)                    (107)                  (70)                    (127)                  (0)                      (12)                    (3)                      

Percent Repair Allowance 1,882,577           RB_GUP TOTAL 1,882,577           979,358              50,945              157,247            199,471            150,986            317,179            887                   23,725              2,778                

Tax Amortization of Pollution Control Equip. (1,552,950)          PROD_DEMAND TOTAL (1,552,950)          (729,805)             (31,969)             (122,792)           (163,437)           (149,272)           (354,369)           (709)                  (486)                  (111)                  

Provision for Possible Revenue Refunds 180,752              REV TOTAL 180,752              75,113                6,364                19,257              22,651              17,253              37,208              117                   2,336                455                   

Deferred Fuel Costs 5,100,245           FUELREV TOTAL 5,100,245           1,821,844           110,519            398,583            530,295            591,453            1,604,697         3,008                33,201              6,645                

Provision for Workers Comp (122,553)             LABOR_M TOTAL (122,553)             (70,356)               (4,363)               (10,381)             (12,569)             (8,200)               (14,882)             (58)                    (1,436)               (308)                  

Accrued Book Pension Expense (109,607)             LABOR_M TOTAL (109,607)             (62,924)               (3,902)               (9,285)               (11,241)             (7,333)               (13,310)             (52)                    (1,284)               (276)                  

Accrued Book Pension Costs - SFAS 158 5,028,207           LABOR_M TOTAL 5,028,207           2,886,637           179,004            425,933            515,686            336,419            610,586            2,384                58,908              12,650              

Supplemental Executive Retirement (399)                    LABOR_M TOTAL (399)                    (229)                    (14)                    (34)                    (41)                    (27)                    (48)                    (0)                      (5)                      (1)                      

Accrd Suppl Executive Retirement - SFAS 158 1,307                  LABOR_M TOTAL 1,307                  750                     47                     111                   134                   87                     159                   1                       15                     3                       

Accrd Book Supplemental Savings Plan 35,195                LABOR_M TOTAL 35,195                20,205                1,253                2,981                3,610                2,355                4,274                17                     412                   89                     

Accrued PSI Plan Expenses (42,827)               LABOR_M TOTAL (42,827)               (24,586)               (1,525)               (3,628)               (4,392)               (2,865)               (5,201)               (20)                    (502)                  (108)                  

Book Provision - Uncollectible Accounts 15,470                CUST_TOTAL TOTAL 15,470                9,815                  1,691                518                   60                     5                       1                       1                       3,375                4                       

Accrd Companywide Incentive Plan - Engage to Gain 43,813                LABOR_M TOTAL 43,813                25,153                1,560                3,711                4,493                2,931                5,320                21                     513                   110                   

Accrd Companywide Incentive Plan (1,144,816)          LABOR_M TOTAL (1,144,816)          (657,226)             (40,756)             (96,976)             (117,411)           (76,596)             (139,018)           (543)                  (13,412)             (2,880)               
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Accrd Book Vacation Pay (639,715)             LABOR_M TOTAL (639,715)             (367,253)             (22,774)             (54,189)             (65,608)             (42,801)             (77,682)             (303)                  (7,495)               (1,609)               

(IDCP) Incentive Comp Deferral Plan 23,444                LABOR_M TOTAL 23,444                13,459                835                   1,986                2,404                1,569                2,847                11                     275                   59                     

Accrd Book Severance Benefits 494                     LABOR_M TOTAL 494                     284                     18                     42                     51                     33                     60                     0                       6                       1                       

Reg Asset on Deferred RTO Costs (74,884)               TRANS_TOTAL TOTAL (74,884)               (34,975)               (1,524)               (5,858)               (7,844)               (7,232)               (17,394)             (34)                    (19)                    (4)                      

Federal Mitigation Programs -                      PROD_ENERGY TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

State Mitigation Programs 109,572              PROD_ENERGY TOTAL 109,572              38,935                2,457                8,845                12,096              12,614              33,769              67                     649                   141                   

Customer Adv Inc for Tax (8,566)                 TDPLANT TOTAL (8,566)                 (4,961)                 (296)                  (762)                  (916)                  (526)                  (837)                  (4)                      (237)                  (27)                    

Deferred Book Contract Revenue 4,693                  REV TOTAL 4,693                  1,950                  165                   500                   588                   448                   966                   3                       61                     12                     

Deferred Storm Damage (1,621,433)          EXP_OM_DIST TOTAL (1,621,433)          (1,095,165)          (62,745)             (166,759)           (194,783)           (67,547)             (1,161)               (923)                  (22,678)             (9,672)               

Deferred Demand Side Management Exp (329,450)             LABOR_M TOTAL (329,450)             (189,134)             (11,728)             (27,907)             (33,788)             (22,042)             (40,006)             (156)                  (3,860)               (829)                  

Advance Rental Income (673)                    REV_OTHER TOTAL (673)                    (474)                    (32)                    (75)                    (62)                    (22)                    1                       (0)                      (8)                      (1)                      

Deferred Revenue - Bonus Lease Short-Term (149,385)             REV_OTHER TOTAL (149,385)             (105,248)             (7,172)               (16,651)             (13,815)             (4,788)               268                   (53)                    (1,733)               (192)                  

Deferred Revenue - Bonus Lease Long-Term (535,299)             REV_OTHER TOTAL (535,299)             (377,142)             (25,700)             (59,665)             (49,505)             (17,159)             959                   (190)                  (6,210)               (687)                  

Reg Asset SFAS 158 Pensions (5,028,207)          LABOR_M TOTAL (5,028,207)          (2,886,637)          (179,004)           (425,933)           (515,686)           (336,419)           (610,586)           (2,384)               (58,908)             (12,650)             

Reg Asset SFAS 158 SERP (1,307)                 LABOR_M TOTAL (1,307)                 (750)                    (47)                    (111)                  (134)                  (87)                    (159)                  (1)                      (15)                    (3)                      

Reg Asset SFAS 158 OPEB (4,008,159)          LABOR_M TOTAL (4,008,159)          (2,301,039)          (142,691)           (339,526)           (411,071)           (268,171)           (486,720)           (1,901)               (46,957)             (10,084)             

Reg Asset - ATR Under Recovery 1,247,694           PROD_DEMAND TOTAL 1,247,694           586,351              25,685              98,655              131,311            119,930            284,713            569                   390                   89                     

Book Amortization Loss on Reacquired Debt (11,647)               RB_GUP TOTAL (11,647)               (6,059)                 (315)                  (973)                  (1,234)               (934)                  (1,962)               (5)                      (147)                  (17)                    

Accrued SFAS 106 Post Retirement Expense 936,093              LABOR_M TOTAL 936,093              537,400              33,325              79,295              96,004              62,631              113,672            444                   10,967              2,355                

Accrued OPEB Costs SFAS 158 4,008,159           LABOR_M TOTAL 4,008,159           2,301,039           142,691            339,526            411,071            268,171            486,720            1,901                46,957              10,084              

Accrued SFAS 112 Post Employment Benefits (319,127)             LABOR_M TOTAL (319,127)             (183,207)             (11,361)             (27,033)             (32,729)             (21,352)             (38,752)             (151)                  (3,739)               (803)                  

Accrued Book ARO Expense SFAS 143 (360,831)             RB_GUP TOTAL (360,831)             (187,712)             (9,765)               (30,139)             (38,232)             (28,939)             (60,793)             (170)                  (4,547)               (532)                  

Medicare Subsidy (PPACA) Reg Asset (75,059)               LABOR_M TOTAL (75,059)               (43,091)               (2,672)               (6,358)               (7,698)               (5,022)               (9,115)               (36)                    (879)                  (189)                  

Deferred State Income Taxes 158,758              RB_GUP TOTAL 158,758              82,589                4,296                13,261              16,821              12,733              26,748              75                     2,001                234                   

Reg Asset - Accrued SFAS 112 (4,171)                 LABOR_M TOTAL (4,171)                 (2,395)                 (148)                  (353)                  (428)                  (279)                  (506)                  (2)                      (49)                    (10)                    

IRS Capitalization Adjustment 22,079                REV TOTAL 22,079                9,175                  777                   2,352                2,767                2,107                4,545                14                     285                   56                     

Capitalized Software Costs Tax (1,496)                 RB_GUP TOTAL (1,496)                 (778)                    (40)                    (125)                  (159)                  (120)                  (252)                  (1)                      (19)                    (2)                      

Book Leases Capitalized for Tax 148,498              RB_GUP TOTAL 148,498              77,252                4,019                12,404              15,734              11,910              25,019              70                     1,871                219                   

Capitalized Software Costs Book 174,057              RB_GUP TOTAL 174,057              90,548                4,710                14,539              18,442              13,960              29,325              82                     2,194                257                   

MTM Book Gain Above the Line Tax Deferral (1,080,651)          PROD_ENERGY TOTAL (1,080,651)          (384,000)             (24,229)             (87,230)             (119,295)           (124,401)           (333,046)           (657)                  (6,401)               (1,393)               

Mark & Spread Deferral - 283 A/L 11,378                PROD_ENERGY TOTAL 11,378                4,043                  255                   918                   1,256                1,310                3,507                7                       67                     15                     

Mark & Spread Deferral - 190 A/L (107,180)             PROD_ENERGY TOTAL (107,180)             (38,086)               (2,403)               (8,652)               (11,832)             (12,338)             (33,032)             (65)                    (635)                  (138)                  

Prov for Trading Credit Risk - Above the Line 44,684                PROD_ENERGY TOTAL 44,684                15,878                1,002                3,607                4,933                5,144                13,771              27                     265                   58                     

Provision for FAS 157 A/L (5,166)                 PROD_ENERGY TOTAL (5,166)                 (1,836)                 (116)                  (417)                  (570)                  (595)                  (1,592)               (3)                      (31)                    (7)                      

Reg Liability - Unrealized MTM Gain Deferral 122,547              PROD_ENERGY TOTAL 122,547              43,546                2,748                9,892                13,528              14,107              37,768              74                     726                   158                   

Book > Tax Basis - EMA A/C 283 572,375              PROD_ENERGY TOTAL 572,375              203,389              12,833              46,202              63,185              65,890              176,401            348                   3,390                738                   

Total Per Books DFIT 773,120              TOTAL 773,120              (860,041)             (49,376)             (9,934)               65,011              351,378            1,297,717         869                   (14,244)             (8,260)               

DFIT Adjustments

Fuel Over/Under Revenues (1,854,572)          FUELREV TOTAL (1,854,572)          (662,466)             (40,187)             (144,934)           (192,828)           (215,066)           (583,507)           (1,094)               (12,073)             (2,416)               

Amortization of Storm Cost Deferral 783,116              EXP_OM_DIST TOTAL 783,116              528,940              30,304              80,541              94,076              32,624              561                   446                   10,953              4,671                

Pension and OPEB Expense Adjustment 79,373                LABOR_M TOTAL 79,373                45,567                2,826                6,724                8,140                5,311                9,638                38                     930                   200                   

Amortization of Deferred IGCC Costs (18,377)               PROD_DEMAND TOTAL (18,377)               (8,636)                 (378)                  (1,453)               (1,934)               (1,766)               (4,193)               (8)                      (6)                      (1)                      

Amortization of Deferred CCS FEED Study Costs (12,049)               PROD_DEMAND TOTAL (12,049)               (5,662)                 (248)                  (953)                  (1,268)               (1,158)               (2,749)               (5)                      (4)                      (1)                      

Amortization of Deferred CARRS Site Costs (36,166)               PROD_DEMAND TOTAL (36,166)               (16,996)               (745)                  (2,860)               (3,806)               (3,476)               (8,253)               (17)                    (11)                    (3)                      

Amortization of Defd Preliminary Big Sandy FGD Costs (386,853)             PROD_DEMAND TOTAL (386,853)             (181,801)             (7,964)               (30,588)             (40,714)             (37,185)             (88,276)             (177)                  (121)                  (28)                    

Incentive Compensation Plan Adjustment (23,444)               LABOR_M TOTAL (23,444)               (13,459)               (835)                  (1,986)               (2,404)               (1,569)               (2,847)               (11)                    (275)                  (59)                    

KPCo Depreciation Annualization Exp - T&D Plant (3,698,393)          TDPLANT TOTAL (3,698,393)          (2,141,811)          (127,871)           (328,834)           (395,657)           (227,012)           (361,570)           (1,810)               (102,210)           (11,618)             

Amortization of Intangible Expenses (73,316)               LABOR_M TOTAL (73,316)               (42,090)               (2,610)               (6,211)               (7,519)               (4,905)               (8,903)               (35)                    (859)                  (184)                  

Mitchell Depreciation Annualization - Production (1,317,651)          PROD_DEMAND TOTAL (1,317,651)          (619,227)             (27,125)             (104,187)           (138,674)           (126,655)           (300,676)           (601)                  (412)                  (94)                    

Removal of Big Sandy Depreciation 4,511,643           PROD_DEMAND TOTAL 4,511,643           2,120,237           92,876              356,735            474,819            433,667            1,029,517         2,059                1,411                322                   

ARO Depreciation Adjustment (83,090)               PROD_DEMAND TOTAL (83,090)               (39,048)               (1,710)               (6,570)               (8,745)               (7,987)               (18,960)             (38)                    (26)                    (6)                      

Remval of RTO Amortization 52,401                TRANS_TOTAL TOTAL 52,401                24,474                1,066                4,099                5,489                5,060                12,172              24                     13                     3                       

ARO Accretion (127,239)             PROD_DEMAND TOTAL (127,239)             (59,796)               (2,619)               (10,061)             (13,391)             (12,230)             (29,035)             (58)                    (40)                    (9)                      

Mitchell Plant Depreciation-Related Shedule M's 1,362,446           PROD_DEMAND TOTAL 1,362,446           640,278              28,047              107,729            143,388            130,961            310,898            622                   426                   97                     

KPCO AFUDC Offset 90,039                AFUDC_OFF TOTAL 90,039                43,691                2,034                7,226                9,484                8,206                18,927              41                     382                   47                     

Mitchell Plant DSIT Amortization Adjustment 69,106                RB_GUP_EPIS_P TOTAL 69,106                32,476                1,423                5,464                7,273                6,643                15,769              32                     22                     5                       

Total Adjustments to DFIT (683,026)             TOTAL (683,026)             (355,329)             (53,715)             (70,118)             (64,270)             (16,540)             (11,488)             (593)                  (101,900)           (9,074)               

Total Deferred FIT 90,094                TOTAL 90,094                (1,215,370)          (103,091)           (80,052)             742                   334,838            1,286,229         277                   (116,144)           (17,334)             

Total Federal Income Tax 27,281,223         TOTAL 27,281,223         3,509,438           2,113,654         6,445,411         5,672,960         3,350,072         4,944,492         34,266              1,011,550         199,380            

Total Income Tax 31,571,941         TOTAL 31,571,941         4,113,664           2,488,408         7,544,117         6,612,875         3,836,208         5,495,612         39,971              1,204,413         236,673            

Total Expenses 485,021,545       TOTAL 485,021,545       211,916,612       15,158,967       45,878,454       57,279,421       45,608,042       102,912,566     287,683            4,974,931         1,004,869         

Net Operating Income 85,578,115         TOTAL 85,578,115         25,262,786         4,932,491         14,910,747       14,219,695       8,840,583         14,493,420       80,198              2,406,487         431,708            

AFUDC Offset

Production 3,072,237           PROD_DEMAND TOTAL 3,072,237           1,443,791           63,245              242,922            323,332            295,309            701,057            1,402                961                   219                   
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING

SEPTEMBER 30, 2014

Allocation Total Total Total Total Total

Label Constant Factor Function Retail RS SGS MGS LGS QP CIP-TOD MW OL SL

1 2 3 17 18 19

Transmission 1,946,078           RB_GUP_EPIS_T TOTAL 1,946,078           909,051              39,617              152,272            203,879            187,914            451,861            886                   486                   111                   

Distribution 454,455              RB_GUP_EPIS_D TOTAL 454,455              299,866              20,369              43,900              49,344              16,373              402                   234                   21,529              2,438                

General 32,717                LABOR_M TOTAL 32,717                18,782                1,165                2,771                3,355                2,189                3,973                16                     383                   82                     

Total Per Books AFUDC Offset 5,505,487           TOTAL 5,505,487           2,671,491           124,396            441,866            579,909            501,785            1,157,293         2,537                23,360              2,851                

AFUDC Offset Adjustment 250,424              PROD_DEMAND TOTAL 250,424              117,686              5,155                19,801              26,355              24,071              57,145              114                   78                     18                     

Mitchell AFUDC Offset Adjustment -                      PROD_DEMAND TOTAL -                      -                          -                        -                        -                        -                        -                        -                        -                        -                        

Total AFUDC Offset Adjustments 250,424              PROD_DEMAND TOTAL 250,424              117,686              5,155                19,801              26,355              24,071              57,145              114                   78                     18                     

Total Adjusted AFUDC Offsets 5,755,911           TOTAL 5,755,911           2,789,177           129,551            461,667            606,265            525,856            1,214,437         2,651                23,438              2,868                

AdjustedNet Operating Income 91,334,026         TOTAL 91,334,026         28,051,963         5,062,042         15,372,414       14,825,960       9,366,439         15,707,857       82,849              2,429,925         434,576            

Current Rate of Return 7.89% 4.55% 14.68% 15.60% 11.88% 10.84% 9.10% 14.41% 11.39% 17.03%

O&M Labor

Production Demand 8,609,401           PROD_DEMAND TOTAL 8,609,401           4,045,969           177,232            680,745            906,080            827,550            1,964,589         3,929                2,692                615                   

Production Energy 1,195,224           PROD_ENERGY TOTAL 1,195,224           424,713              26,798              96,478              131,943            137,590            368,357            726                   7,079                1,540                

Transmission 1,073,438           EXP_OM_TRAN TOTAL 1,073,438           503,009              21,981              84,454              112,726            103,406            247,000            489                   303                   69                     

Distribution 8,536,264           EXP_OM_DIST TOTAL 8,536,264           5,765,652           330,328            877,924            1,025,464         355,611            6,112                4,861                119,393            50,920              

Customer Accounts 1,322,911           EXP_OM_CUSTACCT TOTAL 1,322,911           1,131,864           140,644            45,712              5,810                565                   81                     65                     (2,121)               290                   

Customer Service 559,966              EXP_OM_CUSTSERV TOTAL 559,966              355,275              61,198              18,745              2,189                198                   28                     28                     122,160            144                   

Total 21,297,204         TOTAL 21,297,204         12,226,483         758,182            1,804,058         2,184,212         1,424,919         2,586,167         10,099              249,507            53,579              

Production Demand 8,609,401           PROD_DEMAND TOTAL 8,609,401           4,045,969           177,232            680,745            906,080            827,550            1,964,589         3,929                2,692                615                   

Production Energy 1,195,224           PROD_ENERGY TOTAL 1,195,224           424,713              26,798              96,478              131,943            137,590            368,357            726                   7,079                1,540                

Total Production 9,804,625           TOTAL 9,804,625           4,470,682           204,030            777,223            1,038,023         965,140            2,332,945         4,656                9,771                2,155                

Calculation of Proposed Revenues

Proposed Operating Income 88,470,733         RATEBASE TOTAL 88,470,733         26,527,064         4,976,767         15,128,858       14,517,523       9,152,768         15,280,884       81,427              2,377,175         428,267            

26,527,064         4,976,767         15,128,858       14,517,523       9,152,768         15,280,884       81,427              2,377,175         428,267            

Proposed Rate of Return 7.64% 4.30% 14.43% 15.36% 11.64% 10.59% 8.85% 14.16% 11.14% 16.78%

Income Increase (2,863,293)          TOTAL (2,863,293)          (1,524,899)          (85,275)             (243,556)           (308,437)           (213,671)           (426,973)           (1,422)               (52,750)             (6,309)               

Gross Revenue Conversion Factor 1.6402                

Revenue Increase (4,696,313)          TOTAL (4,696,313)          (2,501,107)          (139,866)           (399,475)           (505,892)           (350,459)           (700,313)           (2,333)               (86,520)             (10,349)             

Percent Revenue Increase -0.84% -1.09% -0.71% -0.67% -0.72% -0.65% -0.60% -0.64% -1.19% -0.73%

Proposed Sales Revenue 555,896,762       TOTAL 555,896,762       227,639,467       19,471,978       59,278,116       70,063,746       53,776,408       116,722,931     361,952            7,169,804         1,412,361         

Adjust Transmission OATT (126,908)             TOTAL (126,908)             7,903,930           (643,599)           (2,871,337)        (1,829,055)        (1,348,509)        (1,313,469)        (14,795)             (7,305)               (2,769)               

PRODUCTION 186,439,680       76,396,686         4,569,088         18,095,605       22,797,382       19,692,588       44,700,977       103,875            64,535              18,945              

BULKTRAN -                      -                      -                    -                    -                    -                    -                    -                    -                    -                    

SUBTRAN -                      -                      -                    -                    -                    -                    -                    -                    -                    -                    

DISTPRI 82,654,958         47,203,012         3,227,757         12,362,190       14,076,296       5,711,912         (0)                      73,792              0                       -                    

DISTSEC 34,625,386         21,937,720         2,049,932         5,444,132         4,548,249         128,427            (0)                      24,925              381,203            110,798            

ENERGY 226,505,780       77,357,442         5,219,426         18,951,622       26,244,196       26,587,649       70,591,022       142,805            1,118,464         293,154            

555,769,854       CUSTOMER 25,544,050         12,648,538         3,762,175         1,553,231         568,569            307,323            117,463            1,760                5,598,297         986,695            

Total Proposed Sales Revenue 555,769,854       TOTAL 555,769,854       235,543,397       18,828,379       56,406,779       68,234,690       52,427,899       115,409,462     347,156            7,162,499         1,409,592         
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING

SEPTEMBER 30, 2014

Allocation Total

Factor Retail RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19

AFUDC_OFF PRODUCTION 0.56818639      0.26701793       0.01169664       0.04405495      0.00078894       0.00008259       0.04770727       0.00928814       0.00274803       0.00005425      0.00166713      0.02309704      0.02447444      0.00537643      0.11235170      0.01730337      0.00025931      0.00017765      0.00004058      

AFUDC_OFF BULKTRAN 0.27509146      0.12927862       0.00566301       0.02132952      0.00038197       0.00003999       0.02309781       0.00449692       0.00133048       0.00002627      0.00080715      0.01118260      0.01184947      0.00260304      0.05439587      0.00837755      0.00012554      0.00008601      0.00001965      

AFUDC_OFF SUBTRAN 0.07093553      0.03233593       0.00137950       0.00521012      0.00009403       0.00001325       0.00574042       0.00111929       0.00043630       -        0.00019392      0.00277564      0.00400409      -       0.01760111      -       0.00003196      -       -       

AFUDC_OFF DISTPRI 0.04889661      0.03294625       0.00139485       0.00503910      0.00009026       -         0.00549973       0.00107106       -         -        0.00019961      0.00262429      -       -       -       -       0.00003146      -       -       

AFUDC_OFF DISTSEC 0.02400002      0.01781945       0.00097411       0.00247102      -         -         0.00238221       -         -         -        0.00007172      -       -       -       -       -       0.00001168      0.00022222      0.00004760      

AFUDC_OFF ENERGY 0.00033351      0.00011851       0.00000748       0.00002640      0.00000047       0.00000005       0.00002941       0.00000568       0.00000169       0.00000003      0.00000118      0.00001676      0.00001717      0.00000328      0.00008832      0.00001446      0.00000020      0.00000198      0.00000043      

AFUDC_OFF CUSTOMER 0.01255648      0.00572481       0.00147931       0.00045209      0.00014738       0.00003702       0.00015488       0.00004531       0.00009104       0.00000680      0.00000124      0.00002417      0.00011835      0.00003399      0.00006119      0.00001360      0.00000068      0.00375511      0.00040951      

AFUDC_OFF TOTAL 1.00000000      0.48524151       0.02259490       0.07858320      0.00150305       0.00017290       0.08461173       0.01602639       0.00460753       0.00008735      0.00294194      0.03972049      0.04046352      0.00801674      0.18449819      0.02570898      0.00046084      0.00424297      0.00051777      

ATR_ADJ PRODUCTION 1.00000000      0.40765617       0.04490892       0.12856702      0.00210254       0.00025254       0.11884939       0.02036735       0.00414497       (0.00001678)     0.00376910      0.04333034      0.04017777      0.00839309      0.13773642      0.01815196      0.00071889      0.01744476      0.00344555      

ATR_ADJ BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

ATR_ADJ SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

ATR_ADJ DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

ATR_ADJ DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

ATR_ADJ ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

ATR_ADJ CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

ATR_ADJ TOTAL 1.00000000      0.40765617       0.04490892       0.12856702      0.00210254       0.00025254       0.11884939       0.02036735       0.00414497       (0.00001678)     0.00376910      0.04333034      0.04017777      0.00839309      0.13773642      0.01815196      0.00071889      0.01744476      0.00344555      

BULK_TRANS PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

BULK_TRANS BULKTRAN 1.00000000      0.46994779       0.02058592       0.07753609      0.00138852       0.00014536       0.08396412       0.01634700       0.00483649       0.00009548      0.00293412      0.04065047      0.04307467      0.00946244      0.19773740      0.03045369      0.00045637      0.00031265      0.00007143      

BULK_TRANS SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

BULK_TRANS DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

BULK_TRANS DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

BULK_TRANS ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

BULK_TRANS CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

BULK_TRANS TOTAL 1.00000000      0.46994779       0.02058592       0.07753609      0.00138852       0.00014536       0.08396412       0.01634700       0.00483649       0.00009548      0.00293412      0.04065047      0.04307467      0.00946244      0.19773740      0.03045369      0.00045637      0.00031265      0.00007143      

CUST_902 PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_902 BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_902 SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_902 DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_902 DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_902 ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_902 CUSTOMER 1.00000000      0.78889726       0.13589226       0.06163153      0.00083852       0.00009982       0.00970292       0.00106955       0.00028521       0.00001426      0.00010268      0.00068451      0.00044493      0.00008556      0.00015401      0.00003423      0.00006275      -       -       

CUST_902 TOTAL 1.00000000      0.78889726       0.13589226       0.06163153      0.00083852       0.00009982       0.00970292       0.00106955       0.00028521       0.00001426      0.00010268      0.00068451      0.00044493      0.00008556      0.00015401      0.00003423      0.00006275      -       -       

CUST_903 PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_903 BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_903 SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_903 DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_903 DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_903 ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_903 CUSTOMER 1.00000000      0.86074937       0.10325827       0.03122060      0.00036411       0.00004329       0.00327678       0.00032497       0.00008677       0.00000416      0.00002609      0.00017336      0.00011267      0.00002155      0.00003894      0.00000870      0.00004764      -       0.00024274      

CUST_903 TOTAL 1.00000000      0.86074937       0.10325827       0.03122060      0.00036411       0.00004329       0.00327678       0.00032497       0.00008677       0.00000416      0.00002609      0.00017336      0.00011267      0.00002155      0.00003894      0.00000870      0.00004764      -       0.00024274      

CUST_DEP PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_DEP BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_DEP SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_DEP DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_DEP DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_DEP ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_DEP CUSTOMER 1.00000000      0.72944254       0.04391236       0.08643739      0.02180074       0.00367576       0.03714454       0.01517663       0.00616385       0.00136968      -       0.01769325      0.01920157      0.01309038      -       -       -       0.00489131      -       

CUST_DEP TOTAL 1.00000000      0.72944254       0.04391236       0.08643739      0.02180074       0.00367576       0.03714454       0.01517663       0.00616385       0.00136968      -       0.01769325      0.01920157      0.01309038      -       -       -       0.00489131      -       

CUST_DEP_FXNL PRODUCTION 0.50619222      0.36318092       0.01841118       0.04529657      0.00949740       0.00131779       0.01986386       0.00884911       0.00423363       0.00082204      -       0.01042304      0.01403614      0.01019366      -       -       -       0.00006688      -       

CUST_DEP_FXNL BULKTRAN 0.13249897      0.09506487       0.00481924       0.01185666      0.00248600       0.00034494       0.00519949       0.00231631       0.00110818       0.00021517      -       0.00272830      0.00367405      0.00266825      -       -       -       0.00001751      -       

CUST_DEP_FXNL SUBTRAN 0.03266922      0.02373734       0.00117194       0.00289123      0.00061090       0.00011410       0.00128999       0.00057554       0.00036277       -        -       0.00067603      0.00123937      -       -       -       -       -       -       

CUST_DEP_FXNL DISTPRI 0.18559366      0.14396428       0.00705367       0.01664522      0.00349077       -         0.00735676       0.00327830       -         -        -       0.00380466      -       -       -       -       -       -       -       

CUST_DEP_FXNL DISTSEC 0.09435732      0.07782265       0.00492334       0.00815785      -         -         0.00318485       -         -         -        -       -       -       -       -       -       -       0.00026864      -       

CUST_DEP_FXNL ENERGY 0.00087235      0.00055853       0.00004078       0.00009404      0.00001978       0.00000279       0.00004243       0.00001876       0.00000902       0.00000175      -       0.00002621      0.00003412      0.00002156      -       -       -       0.00000258      -       

CUST_DEP_FXNL CUSTOMER 0.04781626      0.02511396       0.00749221       0.00149580      0.00569589       0.00189614       0.00020717       0.00013861       0.00045024       0.00033072      -       0.00003502      0.00021789      0.00020690      -       -       -       0.00453570      -       

CUST_DEP_FXNL TOTAL 1.00000000      0.72944254       0.04391236       0.08643739      0.02180074       0.00367576       0.03714454       0.01517663       0.00616385       0.00136968      -       0.01769325      0.01920157      0.01309038      -       -       -       0.00489131      -       

CUST_TOTAL PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_TOTAL BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_TOTAL SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_TOTAL DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_TOTAL DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_TOTAL ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

CUST_TOTAL CUSTOMER 1.00000000      0.63445897       0.10928934       0.03304416      0.00038535       0.00004588       0.00346819       0.00034407       0.00009175       0.00000459      0.00002753      0.00018350      0.00011928      0.00002294      0.00004129      0.00000918      0.00005046      0.21815663      0.00025690      

CUST_TOTAL TOTAL 1.00000000      0.63445897       0.10928934       0.03304416      0.00038535       0.00004588       0.00346819       0.00034407       0.00009175       0.00000459      0.00002753      0.00018350      0.00011928      0.00002294      0.00004129      0.00000918      0.00005046      0.21815663      0.00025690      

DIST_CPD PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_CPD BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_CPD SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_CPD DISTPRI 1.00000000      0.67379424       0.02852657       0.10305620      0.00184593       -         0.11247677       0.02190449       -         -        0.00408226      0.05367011      -       -       -       -       0.00064343      -       -       

DIST_CPD DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_CPD ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_CPD CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_CPD TOTAL 1.00000000      0.67379424       0.02852657       0.10305620      0.00184593       -         0.11247677       0.02190449       -         -        0.00408226      0.05367011      -       -       -       -       0.00064343      -       -       

DIST_METERS PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_METERS BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_METERS SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_METERS DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_METERS DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_METERS ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_METERS CUSTOMER 1.00000000      0.42788828       0.24956426       0.07687456      0.05091223       0.01279846       0.04519346       0.01560371       0.03147652       0.00235116      0.00036223      0.00832198      0.04091946      0.01175577      0.02116037      0.00470230      0.00011524      -       -       

DIST_METERS TOTAL 1.00000000      0.42788828       0.24956426       0.07687456      0.05091223       0.01279846       0.04519346       0.01560371       0.03147652       0.00235116      0.00036223      0.00832198      0.04091946      0.01175577      0.02116037      0.00470230      0.00011524      -       -       

Case No.:  2014-00396 
Exhibit No.:  JMS-2 
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING

SEPTEMBER 30, 2014

Allocation Total

Factor Retail RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19

DIST_OHLINES PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_OHLINES BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_OHLINES SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_OHLINES DISTPRI 0.86460000      0.58256250       0.02466407       0.08910239      0.00159599       -         0.09724741       0.01893862       -         -        0.00352952      0.04640317      -       -       -       -       0.00055631      -       -       

DIST_OHLINES DISTSEC 0.13540000      0.10053133       0.00549562       0.01394066      -         -         0.01343964       -         -         -        0.00040462      -       -       -       -       -       0.00006591      0.00125371      0.00026853      

DIST_OHLINES ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_OHLINES CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_OHLINES TOTAL 1.00000000      0.68309383       0.03015970       0.10304305      0.00159599       -         0.11068705       0.01893862       -         -        0.00393414      0.04640317      -       -       -       -       0.00062221      0.00125371      0.00026853      

DIST_OL PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_OL BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_OL SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_OL DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_OL DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_OL ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_OL CUSTOMER 1.00000000      -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       1.00000000      -       

DIST_OL TOTAL 1.00000000      -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       1.00000000      -       

DIST_PCUST PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_PCUST BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_PCUST SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_PCUST DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_PCUST DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_PCUST ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_PCUST CUSTOMER 1.00000000      0.63467151       0.10932595       0.03305523      0.00038548       -         0.00346935       0.00034418       -         -        0.00002753      0.00018356      -       -       -       -       0.00005048      0.21822971      0.00025699      

DIST_PCUST TOTAL 1.00000000      0.63467151       0.10932595       0.03305523      0.00038548       -         0.00346935       0.00034418       -         -        0.00002753      0.00018356      -       -       -       -       0.00005048      0.21822971      0.00025699      

DIST_POLES PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_POLES BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_POLES SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_POLES DISTPRI 0.56150000      0.37833547       0.01601767       0.05786606      0.00103649       -         0.06315570       0.01229937       -         -        0.00229219      0.03013576      -       -       -       -       0.00036128      -       -       

DIST_POLES DISTSEC 0.43850000      0.32557597       0.01779787       0.04514755      -         -         0.04352496       -         -         -        0.00131037      -       -       -       -       -       0.00021344      0.00406021      0.00086963      

DIST_POLES ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_POLES CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_POLES TOTAL 1.00000000      0.70391144       0.03381554       0.10301360      0.00103649       -         0.10668067       0.01229937       -         -        0.00360256      0.03013576      -       -       -       -       0.00057472      0.00406021      0.00086963      

DIST_SERV PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SERV BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SERV SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SERV DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SERV DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SERV ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SERV CUSTOMER 1.00000000      0.63525164       0.10942589       0.03308545      -         -         0.00347253       -         -         -        0.00002756      -       -       -       -       -       0.00005053      0.21842919      0.00025722      

DIST_SERV TOTAL 1.00000000      0.63525164       0.10942589       0.03308545      -         -         0.00347253       -         -         -        0.00002756      -       -       -       -       -       0.00005053      0.21842919      0.00025722      

DIST_SL PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SL BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SL SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SL DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SL DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SL ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_SL CUSTOMER 1.00000000      -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       1.00000000      

DIST_SL TOTAL 1.00000000      -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       1.00000000      

DIST_TRANSF PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_TRANSF BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_TRANSF SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_TRANSF DISTPRI 0.24980000      0.16831380       0.00712594       0.02574344      0.00046111       -         0.02809670       0.00547174       -         -        0.00101975      0.01340679      -       -       -       -       0.00016073      -       -       

DIST_TRANSF DISTSEC 0.75020000      0.55700591       0.03044917       0.07723988      -         -         0.07446392       -         -         -        0.00224182      -       -       -       -       -       0.00036515      0.00694634      0.00148780      

DIST_TRANSF ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_TRANSF CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_TRANSF TOTAL 1.00000000      0.72531971       0.03757511       0.10298332      0.00046111       -         0.10256061       0.00547174       -         -        0.00326157      0.01340679      -       -       -       -       0.00052588      0.00694634      0.00148780      

DIST_UGLINES PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_UGLINES BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_UGLINES SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_UGLINES DISTPRI 0.72760000      0.49025269       0.02075593       0.07498369      0.00134310       -         0.08183810       0.01593771       -         -        0.00297025      0.03905037      -       -       -       -       0.00046816      -       -       

DIST_UGLINES DISTSEC 0.27240000      0.20225061       0.01105619       0.02804605      -         -         0.02703808       -         -         -        0.00081401      -       -       -       -       -       0.00013259      0.00252224      0.00054022      

DIST_UGLINES ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_UGLINES CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

DIST_UGLINES TOTAL 1.00000000      0.69250331       0.03181212       0.10302974      0.00134310       -         0.10887618       0.01593771       -         -        0.00378426      0.03905037      -       -       -       -       0.00060075      0.00252224      0.00054022      

EXP_OM_AG_REG PRODUCTION 0.56323941      0.20895270       0.01433999       0.05356864      0.00081514       0.00007922       0.05365965       0.00862695       0.00328525       0.00007280      0.00192511      0.02586730      0.03016784      0.00508996      0.13121059      0.02497085      0.00034190      0.00019664      0.00006888      

EXP_OM_AG_REG BULKTRAN 0.14743142      0.05469467       0.00375358       0.01402193      0.00021337       0.00002074       0.01404575       0.00225816       0.00085994       0.00001906      0.00050391      0.00677093      0.00789662      0.00133233      0.03434519      0.00653627      0.00008949      0.00005147      0.00001803      

EXP_OM_AG_REG SUBTRAN 0.03795495      0.01365705       0.00091279       0.00341923      0.00005243       0.00000686       0.00348474       0.00056109       0.00028151       -        0.00012085      0.00167773      0.00266378      -       0.01109413      -       0.00002274      -       -       

EXP_OM_AG_REG DISTPRI 0.14169228      0.08282848       0.00549392       0.01968498      0.00029961       -         0.01987334       0.00319600       -         -        0.00074051      0.00944217      -       -       -       -       0.00013327      -       -       

EXP_OM_AG_REG DISTSEC 0.06822485      0.04477452       0.00383466       0.00964764      -         -         0.00860345       -         -         -        0.00026592      -       -       -       -       -       0.00004946      0.00078982      0.00025938      

EXP_OM_AG_REG ENERGY 0.00120088      0.00032134       0.00003177       0.00011122      0.00000170       0.00000017       0.00011463       0.00001829       0.00000700       0.00000015      0.00000471      0.00006505      0.00007334      0.00001077      0.00035740      0.00007233      0.00000093      0.00000758      0.00000253      

EXP_OM_AG_REG CUSTOMER 0.04025622      0.01444908       0.00583549       0.00176897      0.00048887       0.00011399       0.00055964       0.00013513       0.00034938       0.00002929      0.00000460      0.00008692      0.00046832      0.00010331      0.00022940      0.00006299      0.00000290      0.01333533      0.00223261      

EXP_OM_AG_REG TOTAL 1.00000000      0.41967784       0.03420220       0.10222259      0.00187111       0.00022098       0.10034121       0.01479562       0.00478308       0.00012130      0.00356561      0.04391009      0.04126990      0.00653637      0.17723672      0.03164244      0.00064068      0.01438084      0.00258143      

EXP_OM_CUSTACCT PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTACCT BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTACCT SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTACCT DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTACCT DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTACCT ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTACCT CUSTOMER 1.00000000      0.85558580       0.10631437       0.03409641      0.00040902       0.00004864       0.00388589       0.00039557       0.00010559       0.00000512      0.00003335      0.00022185      0.00014419      0.00002762      0.00004986      0.00001112      0.00004905      (0.00160304)    0.00021957      

EXP_OM_CUSTACCT TOTAL 1.00000000      0.85558580       0.10631437       0.03409641      0.00040902       0.00004864       0.00388589       0.00039557       0.00010559       0.00000512      0.00003335      0.00022185      0.00014419      0.00002762      0.00004986      0.00001112      0.00004905      (0.00160304)    0.00021957      

Case No.:  2014-00396 
Exhibit No.:  JMS-2 
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING

SEPTEMBER 30, 2014

Allocation Total

Factor Retail RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19

EXP_OM_CUSTSERV PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTSERV BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTSERV SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTSERV DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTSERV DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTSERV ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_CUSTSERV CUSTOMER 1.00000000      0.63445897       0.10928934       0.03304416      0.00038535       0.00004588       0.00346819       0.00034407       0.00009175       0.00000459      0.00002753      0.00018350      0.00011928      0.00002294      0.00004129      0.00000918      0.00005046      0.21815663      0.00025690      

EXP_OM_CUSTSERV TOTAL 1.00000000      0.63445897       0.10928934       0.03304416      0.00038535       0.00004588       0.00346819       0.00034407       0.00009175       0.00000459      0.00002753      0.00018350      0.00011928      0.00002294      0.00004129      0.00000918      0.00005046      0.21815663      0.00025690      

EXP_OM_DIST PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_DIST BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_DIST SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_DIST DISTPRI 0.67817526      0.45695059       0.01934601       0.06989017      0.00125186       -         0.07627896       0.01485509       -         -        0.00276849      0.03639774      -       -       -       -       0.00043636      -       -       

EXP_OM_DIST DISTSEC 0.26518074      0.19689048       0.01076317       0.02730276      -         -         0.02632151       -         -         -        0.00079244      -       -       -       -       -       0.00012907      0.00245539      0.00052591      

EXP_OM_DIST ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_DIST CUSTOMER 0.05664400      0.02158935       0.00858785       0.00263583      0.00141141       0.00035435       0.00130452       0.00043363       0.00087149       0.00006510      0.00001045      0.00023127      0.00113293      0.00032548      0.00058586      0.00013019      0.00000397      0.01153113      0.00543919      

EXP_OM_DIST TOTAL 1.00000000      0.67543042       0.03869704       0.09982875      0.00266327       0.00035435       0.10390499       0.01528872       0.00087149       0.00006510      0.00357138      0.03662901      0.00113293      0.00032548      0.00058586      0.00013019      0.00056940      0.01398652      0.00596509      

EXP_OM_SS PRODUCTION 0.00236154      0.00110980       0.00004861       0.00018310      0.00000328       0.00000034       0.00019828       0.00003860       0.00001142       0.00000023      0.00000693      0.00009600      0.00010172      0.00002235      0.00046697      0.00007192      0.00000108      0.00000074      0.00000017      

EXP_OM_SS BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_SS SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_SS DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_SS DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_SS ENERGY 0.99763846      0.35450248       0.02236775       0.07895978      0.00141812       0.00015104       0.08797937       0.01699512       0.00505691       0.00009944      0.00351842      0.05014469      0.05136477      0.00981664      0.26419616      0.04326654      0.00060639      0.00590907      0.00128576      

EXP_OM_SS CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_SS TOTAL 1.00000000      0.35561228       0.02241636       0.07914289      0.00142140       0.00015139       0.08817766       0.01703373       0.00506833       0.00009967      0.00352535      0.05024069      0.05146649      0.00983899      0.26466312      0.04333846      0.00060746      0.00590981      0.00128592      

EXP_OM_TRAN PRODUCTION 0.53249320      0.25024400       0.01096186       0.04128744      0.00073938       0.00007740       0.04471032       0.00870467       0.00257540       0.00005084      0.00156240      0.02164610      0.02293697      0.00503869      0.10529382      0.01621638      0.00024302      0.00016649      0.00003804      

EXP_OM_TRAN BULKTRAN 0.37166791      0.17466451       0.00765113       0.02881768      0.00051607       0.00005403       0.03120677       0.00607565       0.00179757       0.00003549      0.00109052      0.01510847      0.01600947      0.00351689      0.07349265      0.01131866      0.00016962      0.00011620      0.00002655      

EXP_OM_TRAN SUBTRAN 0.09583889      0.04368812       0.00186380       0.00703924      0.00012703       0.00001790       0.00775571       0.00151224       0.00058947       -        0.00026199      0.00375008      0.00540980      -       0.02378033      -       0.00004318      -       -       

EXP_OM_TRAN DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_TRAN DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_TRAN ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_TRAN CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

EXP_OM_TRAN TOTAL 1.00000000      0.46859663       0.02047678       0.07714436      0.00138248       0.00014933       0.08367280       0.01629256       0.00496243       0.00008633      0.00291491      0.04050465      0.04435624      0.00855557      0.20256680      0.02753504      0.00045581      0.00028269      0.00006458      

EXP_OM PRODUCTION 0.48244003      0.22667652       0.00993369       0.03741452      0.00066990       0.00007013       0.04051281       0.00788598       0.00233377       0.00004608      0.00141576      0.01961382      0.02078572      0.00456487      0.09541249      0.01469840      0.00022024      0.00015085      0.00003448      

EXP_OM BULKTRAN (0.11392060)    (0.05354854)      (0.00234458)      (0.00883086)     (0.00015817)      (0.00001656)      (0.00956389)      (0.00186238)      (0.00055086)      (0.00001087)     (0.00033420)    (0.00463030)    (0.00490584)    (0.00107802)    (0.02252216)    (0.00346765)    (0.00005197)    (0.00003561)    (0.00000813)    

EXP_OM SUBTRAN (0.02937580)    (0.01339390)      (0.00057114)      (0.00215710)     (0.00003894)      (0.00000549)      (0.00237688)      (0.00046355)      (0.00018064)      -        (0.00008029)    (0.00114929)    (0.00165775)    -       (0.00728761)    -       (0.00001323)    -       -       

EXP_OM DISTPRI 0.10127255      0.06822663       0.00289013       0.01044088      0.00018697       -         0.01139399       0.00221840       -         -        0.00041355      0.00543680      -       -       -       -       0.00006520      -       -       

EXP_OM DISTSEC 0.03961006      0.02940479       0.00160856       0.00408034      -         -         0.00393313       -         -         -        0.00011842      -       -       -       -       -       0.00001929      0.00036689      0.00007866      

EXP_OM ENERGY 0.48330624      0.17173874       0.01083607       0.03825210      0.00068701       0.00007317       0.04262164       0.00823329       0.00244982       0.00004817      0.00170450      0.02429261      0.02488369      0.00475568      0.12798994      0.02096050      0.00029376      0.00286265      0.00062289      

EXP_OM CUSTOMER 0.03666752      0.02580623       0.00430299       0.00134830      0.00022229       0.00005430       0.00030165       0.00007558       0.00013315       0.00000987      0.00000246      0.00004055      0.00017326      0.00004938      0.00008892      0.00001977      0.00000199      0.00321724      0.00081957      

EXP_OM TOTAL 1.00000000      0.45491048       0.02665573       0.08054817      0.00156906       0.00017555       0.08682244       0.01608732       0.00418525       0.00009325      0.00324020      0.04360419      0.03927908      0.00829190      0.19368157      0.03221103      0.00053528      0.00656202      0.00154747      

EXP_OTHTAX_PSC PRODUCTION 0.31439089      0.10753205       0.00681395       0.02803525      0.00027619       0.00001919       0.02863329       0.00475984       0.00195766       0.00002470      0.00103055      0.01426005      0.01882963      0.00330583      0.08236427      0.01626881      0.00018114      0.00007285      0.00002566      

EXP_OTHTAX_PSC BULKTRAN 0.22059642      0.07674515       0.00488140       0.01979200      0.00030260       0.00002812       0.01988414       0.00330247       0.00141202       0.00003347      0.00071120      0.00992106      0.01314808      0.00237664      0.05661016      0.01125398      0.00012460      0.00005160      0.00001773      

EXP_OTHTAX_PSC SUBTRAN 0.05704768      0.01922755       0.00119107       0.00484243      0.00007466       0.00000934       0.00494963       0.00082333       0.00046380       -        0.00017113      0.00246645      0.00445004      -       0.01834648      -       0.00003177      -       -       

EXP_OTHTAX_PSC DISTPRI 0.20126525      0.11721146       0.00721321       0.02804961      0.00042884       -         0.02840668       0.00475209       -         -        0.00105310      0.01396302      -       -       -       -       0.00018724      -       -       

EXP_OTHTAX_PSC DISTSEC 0.09557978      0.06312651       0.00501546       0.01369508      -         -         0.01225120       -         -         -        0.00037682      -       -       -       -       -       0.00006923      0.00078955      0.00025594      

EXP_OTHTAX_PSC ENERGY 0.06064753      0.01507594       0.00140057       0.00527805      0.00009550       0.00000974       0.00541978       0.00095841       0.00037693       0.00001161      0.00021629      0.00317181      0.00406170      0.00066900      0.01953720      0.00401134      0.00004262      0.00023058      0.00008046      

EXP_OTHTAX_PSC CUSTOMER 0.05047244      0.02075918       0.00768654       0.00253019      0.00069332       0.00015457       0.00079648       0.00019948       0.00057267       0.00005152      0.00000652      0.00012770      0.00078045      0.00018490      0.00037861      0.00010832      0.00000408      0.01323625      0.00220165      

EXP_OTHTAX_PSC TOTAL 1.00000000      0.41967784       0.03420220       0.10222259      0.00187111       0.00022098       0.10034121       0.01479562       0.00478308       0.00012130      0.00356561      0.04391009      0.04126990      0.00653637      0.17723672      0.03164244      0.00064068      0.01438084      0.00258143      

FORF_DISC PRODUCTION 1.00000000      0.71112214       0.06620871       0.12269002      0.00178294       0.00066684       0.04297993       0.00580371       0.00223445       0.00021246      0.00214966      0.01012398      0.01530002      0.00447882      0.00857472      -       -       0.00567159      -       

FORF_DISC BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FORF_DISC SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FORF_DISC DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FORF_DISC DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FORF_DISC ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FORF_DISC CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FORF_DISC TOTAL 1.00000000      0.71112214       0.06620871       0.12269002      0.00178294       0.00066684       0.04297993       0.00580371       0.00223445       0.00021246      0.00214966      0.01012398      0.01530002      0.00447882      0.00857472      -       -       0.00567159      -       

FORF_DISC_FXNL PRODUCTION 0.34060038      0.24942388       0.01693756       0.03998340      0.00047287       0.00014971       0.01434404       0.00218543       0.00093251       0.00006368      0.00067985      0.00341080      0.00646450      0.00200850      0.00336851      -       -       0.00017515      -       

FORF_DISC_FXNL BULKTRAN (0.00983515)    (0.01645584)      0.00144537       0.00401491      0.00002268       0.00000691       0.00077044       (0.00009745)      0.00010491       0.00001625      0.00002670      0.00001342      0.00051429      (0.00019118)    (0.00003210)    -       -       0.00000554      -       

FORF_DISC_FXNL SUBTRAN (0.00239813)    (0.00411783)      0.00035294       0.00098290      0.00000561       0.00000230       0.00019201       (0.00002423)      0.00003447       (0.00000000)     0.00000643      0.00000339      0.00017419      (0.00000000)    (0.00001033)    -       -       (0.00000000)    -       

FORF_DISC_FXNL DISTPRI 0.19018732      0.14292360       0.01050052       0.02452425      0.00029984       (0.00000000)      0.00847601       0.00113145       (0.00000000)      (0.00000000)     0.00041615      0.00191551      (0.00000000)    (0.00000000)    (0.00000000)    -       -       (0.00000000)    -       

FORF_DISC_FXNL DISTSEC 0.08764130      0.06640136       0.00662396       0.01090286      (0.00000000)      (0.00000000)      0.00328560       (0.00000000)      (0.00000000)      (0.00000000)     0.00013303      (0.00000000)    (0.00000000)    (0.00000000)    (0.00000000)    -       -       0.00029450      -       

FORF_DISC_FXNL ENERGY 0.33499615      0.23462158       0.01803482       0.03983093      0.00056571       0.00018795       0.01568813       0.00256735       0.00101063       0.00007712      0.00088507      0.00476548      0.00800301      0.00261777      0.00524120      -       -       0.00089940      -       

FORF_DISC_FXNL CUSTOMER 0.05880813      0.03832539       0.01231355       0.00245076      0.00041623       0.00031997       0.00022371       0.00004115       0.00015194       0.00005541      0.00000243      0.00001537      0.00014404      0.00004373      0.00000743      -       -       0.00429701      -       

FORF_DISC_FXNL TOTAL 1.00000000      0.71112214       0.06620871       0.12269002      0.00178294       0.00066684       0.04297993       0.00580371       0.00223445       0.00021246      0.00214966      0.01012398      0.01530002      0.00447882      0.00857472      -       -       0.00567159      -       

FUELREV PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FUELREV BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FUELREV SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FUELREV DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FUELREV DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FUELREV ENERGY 1.00000000      0.35720720       0.02166932       0.07650617      0.00148466       0.00015896       0.08458175       0.01369288       0.00559711       0.00010266      0.00356425      0.05053996      0.05259031      0.00927104      0.26629823      0.04833319      0.00058969      0.00650972      0.00130290      

FUELREV CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

FUELREV TOTAL 1.00000000      0.35720720       0.02166932       0.07650617      0.00148466       0.00015896       0.08458175       0.01369288       0.00559711       0.00010266      0.00356425      0.05053996      0.05259031      0.00927104      0.26629823      0.04833319      0.00058969      0.00650972      0.00130290      

LABOR_M PRODUCTION 0.43108943      0.20258952       0.00887437       0.03342499      0.00059858       0.00006266       0.03619605       0.00704702       0.00208496       0.00004116      0.00126487      0.01752399      0.01856903      0.00407916      0.08524250      0.01312826      0.00019674      0.00013478      0.00003079      

LABOR_M BULKTRAN 0.01873309      0.00880357       0.00038564       0.00145249      0.00002601       0.00000272       0.00157291       0.00030623       0.00009060       0.00000179      0.00005497      0.00076151      0.00080692      0.00017726      0.00370423      0.00057049      0.00000855      0.00000586      0.00000134      

LABOR_M SUBTRAN 0.00483055      0.00220200       0.00009394       0.00035480      0.00000640       0.00000090       0.00039091       0.00007622       0.00002971       -        0.00001321      0.00018901      0.00027267      -       0.00119859      -       0.00000218      -       -       

LABOR_M DISTPRI 0.27182362      0.18315319       0.00775420       0.02801311      0.00050177       -         0.03057384       0.00595416       -         -        0.00110965      0.01458880      -       -       -       -       0.00017490      -       -       

LABOR_M DISTSEC 0.10628873      0.07891689       0.00431405       0.01094339      -         -         0.01055009       -         -         -        0.00031762      -       -       -       -       -       0.00005174      0.00098416      0.00021079      

LABOR_M ENERGY 0.05612117      0.01994219       0.00125828       0.00444180      0.00007978       0.00000850       0.00494919       0.00095604       0.00028447       0.00000559      0.00019793      0.00282084      0.00288947      0.00055223      0.01486209      0.00243392      0.00003411      0.00033241      0.00007233      

LABOR_M CUSTOMER 0.11111342      0.07848128       0.01291958       0.00404327      0.00060125       0.00014626       0.00085544       0.00020742       0.00035828       0.00002653      0.00000698      0.00011130      0.00046619      0.00013278      0.00023901      0.00005311      0.00000596      0.01025827      0.00220051      

LABOR_M TOTAL 1.00000000      0.57408864       0.03560006       0.08267384      0.00181379       0.00022104       0.08508842       0.01454710       0.00284802       0.00007507      0.00296522      0.03599546      0.02300429      0.00494142      0.10524643      0.01618579      0.00047417      0.01171547      0.00251576      
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Allocation Total

Factor Retail RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19

LABOR_TD PRODUCTION 0.05948139      0.02795315       0.00122448       0.00461195      0.00008259       0.00000865       0.00499430       0.00097234       0.00028768       0.00000568      0.00017453      0.00241795      0.00256214      0.00056284      0.01176170      0.00181143      0.00002715      0.00001860      0.00000425      

LABOR_TD BULKTRAN 0.04151663      0.01951065       0.00085466       0.00321904      0.00005765       0.00000603       0.00348591       0.00067867       0.00020079       0.00000396      0.00012181      0.00168767      0.00178832      0.00039285      0.00820939      0.00126433      0.00001895      0.00001298      0.00000297      

LABOR_TD SUBTRAN 0.01070555      0.00488012       0.00020819       0.00078631      0.00001419       0.00000200       0.00086634       0.00016892       0.00006585       -        0.00002927      0.00041890      0.00060429      -       0.00265635      -       0.00000482      -       -       

LABOR_TD DISTPRI 0.60242066      0.40590757       0.01718500       0.06208319      0.00111203       -         0.06775833       0.01319572       -         -        0.00245924      0.03233198      -       -       -       -       0.00038761      -       -       

LABOR_TD DISTSEC 0.23555910      0.17489711       0.00956089       0.02425294      -         -         0.02338130       -         -         -        0.00070392      -       -       -       -       -       0.00011466      0.00218112      0.00046716      

LABOR_TD ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

LABOR_TD CUSTOMER 0.05031667      0.01917775       0.00762856       0.00234140      0.00125375       0.00031477       0.00115880       0.00038519       0.00077414       0.00005782      0.00000928      0.00020544      0.00100638      0.00028912      0.00052042      0.00011565      0.00000352      0.01024306      0.00483161      

LABOR_TD TOTAL 1.00000000      0.65232635       0.03666177       0.09729483      0.00252020       0.00033145       0.10164498       0.01540085       0.00132846       0.00006747      0.00349805      0.03706193      0.00596113      0.00124481      0.02314786      0.00319141      0.00055671      0.01245575      0.00530598      

PROD_DEMAND PRODUCTION 1.00000000      0.46994779       0.02058592       0.07753609      0.00138852       0.00014536       0.08396412       0.01634700       0.00483649       0.00009548      0.00293412      0.04065047      0.04307467      0.00946244      0.19773740      0.03045369      0.00045637      0.00031265      0.00007143      

PROD_DEMAND BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_DEMAND SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_DEMAND DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_DEMAND DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_DEMAND ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_DEMAND CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_DEMAND TOTAL 1.00000000      0.46994779       0.02058592       0.07753609      0.00138852       0.00014536       0.08396412       0.01634700       0.00483649       0.00009548      0.00293412      0.04065047      0.04307467      0.00946244      0.19773740      0.03045369      0.00045637      0.00031265      0.00007143      

PROD_ENERGY PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_ENERGY BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_ENERGY SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_ENERGY DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_ENERGY DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_ENERGY ENERGY 1.00000000      0.35534163       0.02242070       0.07914669      0.00142148       0.00015140       0.08818763       0.01703535       0.00506888       0.00009968      0.00352675      0.05026339      0.05148636      0.00983988      0.26482155      0.04336896      0.00060782      0.00592306      0.00128880      

PROD_ENERGY CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

PROD_ENERGY TOTAL 1.00000000      0.35534163       0.02242070       0.07914669      0.00142148       0.00015140       0.08818763       0.01703535       0.00506888       0.00009968      0.00352675      0.05026339      0.05148636      0.00983988      0.26482155      0.04336896      0.00060782      0.00592306      0.00128880      

LABOR_PROD PRODUCTION 0.87809590      0.41265922       0.01807641       0.06808412      0.00121925       0.00012764       0.07372855       0.01435423       0.00424690       0.00008384      0.00257644      0.03569501      0.03782369      0.00830893      0.17363240      0.02674126      0.00040074      0.00027454      0.00006272      

LABOR_PROD BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

LABOR_PROD SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

LABOR_PROD DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

LABOR_PROD DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

LABOR_PROD ENERGY 0.12190410      0.04331760       0.00273318       0.00964831      0.00017328       0.00001846       0.01075043       0.00207668       0.00061792       0.00001215      0.00042993      0.00612731      0.00627640      0.00119952      0.03228283      0.00528685      0.00007410      0.00072204      0.00015711      

LABOR_PROD CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

LABOR_PROD TOTAL 1.00000000      0.45597682       0.02080959       0.07773243      0.00139254       0.00014610       0.08447899       0.01643091       0.00486482       0.00009599      0.00300636      0.04182232      0.04410009      0.00950845      0.20591523      0.03202811      0.00047484      0.00099658      0.00021983      

RATEBASE PRODUCTION 0.29647495      0.13645765       0.00593330       0.02287178      0.00021891       0.00001587       0.02541521       0.00489317       0.00138788       0.00001144      0.00090041      0.01227820      0.01294035      0.00270029      0.06086557      0.00932926      0.00014040      0.00009333      0.00002190      

RATEBASE BULKTRAN 0.20871639      0.09738921       0.00425051       0.01614675      0.00023985       0.00002326       0.01764937       0.00339498       0.00100106       0.00001551      0.00062139      0.00854225      0.00903580      0.00194131      0.04183379      0.00645353      0.00009657      0.00006611      0.00001513      

RATEBASE SUBTRAN 0.05393653      0.02439967       0.00103713       0.00395057      0.00005918       0.00000773       0.00439334       0.00084639       0.00032881       -        0.00014952      0.00212367      0.00305821      -       0.01355769      -       0.00002462      -       -       

RATEBASE DISTPRI 0.22143212      0.14874077       0.00628096       0.02288350      0.00033991       -         0.02521407       0.00488521       -         -        0.00092011      0.01202245      -       -       -       -       0.00014513      -       -       

RATEBASE DISTSEC 0.10813435      0.08010723       0.00436725       0.01117275      -         -         0.01087430       -         -         -        0.00032924      -       -       -       -       -       0.00005366      0.00101147      0.00021845      

RATEBASE ENERGY 0.05420183      0.01913129       0.00121956       0.00430595      0.00007569       0.00000806       0.00481065       0.00098526       0.00026723       0.00000538      0.00018898      0.00273100      0.00279133      0.00054646      0.01443761      0.00230028      0.00003303      0.00029539      0.00006867      

RATEBASE CUSTOMER 0.05710383      0.02634330       0.00669311       0.00206418      0.00054955       0.00012783       0.00070697       0.00020507       0.00040599       0.00002387      0.00000570      0.00010996      0.00053635      0.00015103      0.00027979      0.00006211      0.00000317      0.01695662      0.00187923      

RATEBASE TOTAL 1.00000000      0.53256912       0.02978183       0.08339548      0.00148310       0.00018275       0.08906391       0.01521009       0.00339097       0.00005620      0.00311536      0.03780752      0.02836205      0.00533909      0.13097445      0.01814519      0.00049657      0.01842292      0.00220339      

RB_GUP_CWIP PRODUCTION 0.40868804      0.19206204       0.00841322       0.03168807      0.00056747       0.00005941       0.03431513       0.00668082       0.00197661       0.00003902      0.00119914      0.01661336      0.01760410      0.00386719      0.08081291      0.01244606      0.00018651      0.00012778      0.00002919      

RB_GUP_CWIP BULKTRAN 0.37326318      0.17541420       0.00768397       0.02894137      0.00051828       0.00005426       0.03134072       0.00610173       0.00180528       0.00003564      0.00109520      0.01517332      0.01607819      0.00353198      0.07380809      0.01136724      0.00017035      0.00011670      0.00002666      

RB_GUP_CWIP SUBTRAN 0.09625025      0.04387564       0.00187180       0.00706946      0.00012758       0.00001798       0.00778899       0.00151873       0.00059200       -        0.00026312      0.00376618      0.00543302      -       0.02388240      -       0.00004336      -       -       

RB_GUP_CWIP DISTPRI 0.06909643      0.04655678       0.00197108       0.00712082      0.00012755       -         0.00777174       0.00151352       -         -        0.00028207      0.00370841      -       -       -       -       0.00004446      -       -       

RB_GUP_CWIP DISTSEC 0.03368788      0.02501246       0.00136733       0.00346847      -         -         0.00334382       -         -         -        0.00010067      -       -       -       -       -       0.00001640      0.00031193      0.00006681      

RB_GUP_CWIP ENERGY 0.00092505      0.00032871       0.00002074       0.00007321      0.00000131       0.00000014       0.00008158       0.00001576       0.00000469       0.00000009      0.00000326      0.00004650      0.00004763      0.00000910      0.00024497      0.00004012      0.00000056      0.00000548      0.00000119      

RB_GUP_CWIP CUSTOMER 0.01808916      0.00847993       0.00212969       0.00065165      0.00020644       0.00005182       0.00021881       0.00006365       0.00012741       0.00000951      0.00000175      0.00003396      0.00016564      0.00004757      0.00008562      0.00001903      0.00000098      0.00521762      0.00057805      

RB_GUP_CWIP TOTAL 1.00000000      0.49172976       0.02345783       0.07901305      0.00154864       0.00018360       0.08486079       0.01589422       0.00450599       0.00008426      0.00294521      0.03934173      0.03932858      0.00745584      0.17883400      0.02387244      0.00046263      0.00577951      0.00070190      

RB_GUP_EPIS_D PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_D BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_D SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_D DISTPRI 0.57278802      0.38594127       0.01633968       0.05902936      0.00105733       -         0.06442534       0.01254663       -         -        0.00233827      0.03074159      -       -       -       -       0.00036855      -       -       

RB_GUP_EPIS_D DISTSEC 0.28309593      0.21019209       0.01149032       0.02914729      -         -         0.02809975       -         -         -        0.00084598      -       -       -       -       -       0.00013780      0.00262128      0.00056144      

RB_GUP_EPIS_D ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_D CUSTOMER 0.14411605      0.06370307       0.01699094       0.00518580      0.00174217       0.00043795       0.00181467       0.00053394       0.00107710       0.00008045      0.00001452      0.00028477      0.00140023      0.00040227      0.00072409      0.00016091      0.00000785      0.04475275      0.00480257      

RB_GUP_EPIS_D TOTAL 1.00000000      0.65983643       0.04482093       0.09336245      0.00279950       0.00043795       0.09433976       0.01308058       0.00107710       0.00008045      0.00319877      0.03102637      0.00140023      0.00040227      0.00072409      0.00016091      0.00051419      0.04737403      0.00536400      

RB_GUP_EPIS_G PRODUCTION 0.43108943      0.20258952       0.00887437       0.03342499      0.00059858       0.00006266       0.03619605       0.00704702       0.00208496       0.00004116      0.00126487      0.01752399      0.01856903      0.00407916      0.08524250      0.01312826      0.00019674      0.00013478      0.00003079      

RB_GUP_EPIS_G BULKTRAN 0.01873309      0.00880357       0.00038564       0.00145249      0.00002601       0.00000272       0.00157291       0.00030623       0.00009060       0.00000179      0.00005497      0.00076151      0.00080692      0.00017726      0.00370423      0.00057049      0.00000855      0.00000586      0.00000134      

RB_GUP_EPIS_G SUBTRAN 0.00483055      0.00220200       0.00009394       0.00035480      0.00000640       0.00000090       0.00039091       0.00007622       0.00002971       -        0.00001321      0.00018901      0.00027267      -       0.00119859      -       0.00000218      -       -       

RB_GUP_EPIS_G DISTPRI 0.27182362      0.18315319       0.00775420       0.02801311      0.00050177       -         0.03057384       0.00595416       -         -        0.00110965      0.01458880      -       -       -       -       0.00017490      -       -       

RB_GUP_EPIS_G DISTSEC 0.10628873      0.07891689       0.00431405       0.01094339      -         -         0.01055009       -         -         -        0.00031762      -       -       -       -       -       0.00005174      0.00098416      0.00021079      

RB_GUP_EPIS_G ENERGY 0.05612117      0.01994219       0.00125828       0.00444180      0.00007978       0.00000850       0.00494919       0.00095604       0.00028447       0.00000559      0.00019793      0.00282084      0.00288947      0.00055223      0.01486209      0.00243392      0.00003411      0.00033241      0.00007233      

RB_GUP_EPIS_G CUSTOMER 0.11111342      0.07848128       0.01291958       0.00404327      0.00060125       0.00014626       0.00085544       0.00020742       0.00035828       0.00002653      0.00000698      0.00011130      0.00046619      0.00013278      0.00023901      0.00005311      0.00000596      0.01025827      0.00220051      

RB_GUP_EPIS_G TOTAL 1.00000000      0.57408864       0.03560006       0.08267384      0.00181379       0.00022104       0.08508842       0.01454710       0.00284802       0.00007507      0.00296522      0.03599546      0.02300429      0.00494142      0.10524643      0.01618579      0.00047417      0.01171547      0.00251576      

RB_GUP_EPIS_P PRODUCTION 1.00000000      0.46994779       0.02058592       0.07753609      0.00138852       0.00014536       0.08396412       0.01634700       0.00483649       0.00009548      0.00293412      0.04065047      0.04307467      0.00946244      0.19773740      0.03045369      0.00045637      0.00031265      0.00007143      

RB_GUP_EPIS_P BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_P SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_P DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_P DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_P ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_P CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_P TOTAL 1.00000000      0.46994779       0.02058592       0.07753609      0.00138852       0.00014536       0.08396412       0.01634700       0.00483649       0.00009548      0.00293412      0.04065047      0.04307467      0.00946244      0.19773740      0.03045369      0.00045637      0.00031265      0.00007143      

RB_GUP_EPIS_T PRODUCTION 0.02148003      0.01009449       0.00044219       0.00166548      0.00002983       0.00000312       0.00180355       0.00035113       0.00010389       0.00000205      0.00006302      0.00087317      0.00092525      0.00020325      0.00424741      0.00065415      0.00000980      0.00000672      0.00000153      

RB_GUP_EPIS_T BULKTRAN 0.77792338      0.36558337       0.01601427       0.06031714      0.00108016       0.00011308       0.06531765       0.01271671       0.00376242       0.00007427      0.00228252      0.03162295      0.03350879      0.00736106      0.15382455      0.02369064      0.00035502      0.00024322      0.00005557      

RB_GUP_EPIS_T SUBTRAN 0.20059659      0.09144188       0.00390104       0.01473356      0.00026589       0.00003747       0.01623316       0.00316520       0.00123379       -        0.00054837      0.00784915      0.01132304      -       0.04977368      -       0.00009037      -       -       

RB_GUP_EPIS_T DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_T DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_T ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_T CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

RB_GUP_EPIS_T TOTAL 1.00000000      0.46711974       0.02035749       0.07671618      0.00137588       0.00015367       0.08335436       0.01623305       0.00510009       0.00007633      0.00289391      0.04034527      0.04575708      0.00756431      0.20784563      0.02434478      0.00045520      0.00024994      0.00005710      
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Allocation Total

Factor Retail RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19

RB_GUP_EPIS PRODUCTION 0.55115145      0.25901240       0.01134596       0.04273413      0.00076529       0.00008012       0.04627695       0.00900967       0.00266564       0.00005262      0.00161714      0.02240456      0.02374066      0.00521524      0.10898325      0.01678459      0.00025153      0.00017232      0.00003937      

RB_GUP_EPIS BULKTRAN 0.14426732      0.06779811       0.00296988       0.01118592      0.00020032       0.00002097       0.01211328       0.00235834       0.00069775       0.00001377      0.00042330      0.00586453      0.00621427      0.00136512      0.02852705      0.00439347      0.00006584      0.00004511      0.00001030      

RB_GUP_EPIS SUBTRAN 0.03713710      0.01692893       0.00072221       0.00272767      0.00004923       0.00000694       0.00300530       0.00058598       0.00022842       -        0.00010152      0.00145314      0.00209627      -       0.00921476      -       0.00001673      -       -       

RB_GUP_EPIS DISTPRI 0.15237895      0.10267206       0.00434685       0.01570360      0.00028128       -         0.01713909       0.00333778       -         -        0.00062205      0.00817819      -       -       -       -       0.00009804      -       -       

RB_GUP_EPIS DISTSEC 0.07475165      0.05550135       0.00303403       0.00769636      -         -         0.00741976       -         -         -        0.00022338      -       -       -       -       -       0.00003638      0.00069215      0.00014825      

RB_GUP_EPIS ENERGY 0.00112097      0.00039833       0.00002513       0.00008872      0.00000159       0.00000017       0.00009886       0.00001910       0.00000568       0.00000011      0.00000395      0.00005634      0.00005771      0.00001103      0.00029686      0.00004862      0.00000068      0.00000664      0.00000144      

RB_GUP_EPIS CUSTOMER 0.03919256      0.01791070       0.00461710       0.00141118      0.00045897       0.00011528       0.00048264       0.00014113       0.00028349       0.00002117      0.00000387      0.00007528      0.00036854      0.00010586      0.00019054      0.00004234      0.00000213      0.01168628      0.00127606      

RB_GUP_EPIS TOTAL 1.00000000      0.52022188       0.02706116       0.08154759      0.00175667       0.00022347       0.08653587       0.01545200       0.00388097       0.00008768      0.00299521      0.03803206      0.03247746      0.00669725      0.14721246      0.02126902      0.00047134      0.01260249      0.00147542      

RB_GUP PRODUCTION 0.55115145      0.25901240       0.01134596       0.04273413      0.00076529       0.00008012       0.04627695       0.00900967       0.00266564       0.00005262      0.00161714      0.02240456      0.02374066      0.00521524      0.10898325      0.01678459      0.00025153      0.00017232      0.00003937      

RB_GUP BULKTRAN 0.14426732      0.06779811       0.00296988       0.01118592      0.00020032       0.00002097       0.01211328       0.00235834       0.00069775       0.00001377      0.00042330      0.00586453      0.00621427      0.00136512      0.02852705      0.00439347      0.00006584      0.00004511      0.00001030      

RB_GUP SUBTRAN 0.03713710      0.01692893       0.00072221       0.00272767      0.00004923       0.00000694       0.00300530       0.00058598       0.00022842       -        0.00010152      0.00145314      0.00209627      -       0.00921476      -       0.00001673      -       -       

RB_GUP DISTPRI 0.15237895      0.10267206       0.00434685       0.01570360      0.00028128       -         0.01713909       0.00333778       -         -        0.00062205      0.00817819      -       -       -       -       0.00009804      -       -       

RB_GUP DISTSEC 0.07475165      0.05550135       0.00303403       0.00769636      -         -         0.00741976       -         -         -        0.00022338      -       -       -       -       -       0.00003638      0.00069215      0.00014825      

RB_GUP ENERGY 0.00112097      0.00039833       0.00002513       0.00008872      0.00000159       0.00000017       0.00009886       0.00001910       0.00000568       0.00000011      0.00000395      0.00005634      0.00005771      0.00001103      0.00029686      0.00004862      0.00000068      0.00000664      0.00000144      

RB_GUP CUSTOMER 0.03919256      0.01791070       0.00461710       0.00141118      0.00045897       0.00011528       0.00048264       0.00014113       0.00028349       0.00002117      0.00000387      0.00007528      0.00036854      0.00010586      0.00019054      0.00004234      0.00000213      0.01168628      0.00127606      

RB_GUP TOTAL 1.00000000      0.52022188       0.02706116       0.08154759      0.00175667       0.00022347       0.08653587       0.01545200       0.00388097       0.00008768      0.00299521      0.03803206      0.03247746      0.00669725      0.14721246      0.02126902      0.00047134      0.01260249      0.00147542      

REV_OTHER PRODUCTION 0.12722787      0.09316980       0.00632686       0.01493540      0.00017664       0.00005592       0.00535807       0.00081634       0.00034833       0.00002379      0.00025395      0.00127407      0.00241475      0.00075025      0.00125827      -       -       0.00006543      -       

REV_OTHER BULKTRAN (0.03362678)    (0.02022324)      (0.00007671)      (0.00082270)     (0.00003312)      (0.00000177)      (0.00222718)      (0.00052604)      (0.00010568)      0.00000321      (0.00007791)    (0.00121259)    (0.00109811)    (0.00035484)    (0.00593481)    (0.00091218)    (0.00001367)    (0.00000730)    (0.00000214)    

REV_OTHER SUBTRAN (0.00861952)    (0.00505903)      (0.00001837)      (0.00020014)     (0.00000814)      (0.00000058)      (0.00055331)      (0.00013092)      (0.00003463)      (0.00000000)     (0.00001871)    (0.00030095)    (0.00037091)    (0.00000000)    (0.00192033)    -       (0.00000348)    (0.00000000)    -       

REV_OTHER DISTPRI 0.43912859      0.30140192       0.01442260       0.04709433      0.00079146       (0.00000000)      0.04456725       0.00848538       (0.00000000)      (0.00000000)     0.00165807      0.02047073      (0.00000000)    (0.00000000)    (0.00000000)    -       0.00023684      (0.00000000)    -       

REV_OTHER DISTSEC 0.29451295      0.21916568       0.01309927       0.03102481      (0.00000000)      (0.00000000)      0.02721080       (0.00000000)      (0.00000000)      (0.00000000)     0.00083196      (0.00000000)    (0.00000000)    (0.00000000)    (0.00000000)    -       0.00012742      0.00253387      0.00051915      

REV_OTHER ENERGY 0.13687416      0.09181215       0.00699994       0.01580760      0.00022800       0.00007198       0.00689544       0.00115900       0.00043702       0.00002998      0.00037201      0.00237018      0.00359388      0.00109336      0.00506672      0.00050914      0.00000714      0.00040550      0.00001513      

REV_OTHER CUSTOMER 0.04450272      0.02427736       0.00725649       0.00172637      0.00042790       0.00018801       0.00036732       0.00009886       0.00022518       0.00003328      0.00000318      0.00005027      0.00027276      0.00007924      0.00011600      0.00002516      0.00000123      0.00860313      0.00075098      

REV_OTHER TOTAL 1.00000000      0.70454464       0.04801008       0.10956566      0.00158274       0.00031356       0.08161840       0.00990262       0.00087022       0.00009026      0.00302255      0.02265171      0.00481237      0.00156801      (0.00141414)    (0.00037788)    0.00035547      0.01160062      0.00128312      

REV_SALES PRODUCTION 0.36609198      0.15042720       0.00976220       0.03613338      0.00052211       0.00005350       0.03629803       0.00721071       0.00191249       0.00003547      0.00116007      0.01565425      0.01807723      0.00335999      0.07282073      0.01147387      0.00020935      0.00081077      0.00017063      

REV_SALES BULKTRAN (0.00210248)    (0.00927060)      0.00073988       0.00331444      0.00002259       0.00000219       0.00179443       (0.00029944)      0.00020381       0.00000916      0.00004196      0.00005743      0.00136043      (0.00030039)    (0.00066193)    0.00085018      0.00001678      0.00001223      0.00000438      

REV_SALES SUBTRAN (0.00060498)    (0.00231983)      0.00018067       0.00081142      0.00000559       0.00000073       0.00044720       (0.00007446)      0.00006697       (0.00000000)     0.00001011      0.00001452      0.00046079      (0.00000000)    (0.00021297)    -       0.00000428      (0.00000000)    -       

REV_SALES DISTPRI 0.13863181      0.08051775       0.00537522       0.02024555      0.00029865       (0.00000000)      0.01974134       0.00347680       (0.00000000)      (0.00000000)     0.00065401      0.00819980      (0.00000000)    (0.00000000)    (0.00000000)    -       0.00012271      (0.00000000)    -       

REV_SALES DISTSEC 0.05853803      0.03740801       0.00339080       0.00900066      (0.00000000)      (0.00000000)      0.00765244       (0.00000000)      (0.00000000)      (0.00000000)     0.00020907      (0.00000000)    (0.00000000)    (0.00000000)    (0.00000000)    -       0.00004116      0.00065009      0.00018579      

REV_SALES ENERGY 0.39617879      0.13217692       0.00923202       0.03288171      0.00056346       0.00005945       0.03653897       0.00788912       0.00196349       0.00004346      0.00139094      0.02039982      0.02117020      0.00411327      0.10809418      0.01690479      0.00025260      0.00198540      0.00051897      

REV_SALES CUSTOMER 0.04326685      0.02159108       0.00630331       0.00202318      0.00041457       0.00010121       0.00052103       0.00012645       0.00029519       0.00003122      0.00000382      0.00006581      0.00038102      0.00006872      0.00015317      0.00004049      0.00000294      0.00948553      0.00165809      

REV_SALES TOTAL 1.00000000      0.41053053       0.03498410       0.10441034      0.00182696       0.00021708       0.10299344       0.01832918       0.00444196       0.00011931      0.00346998      0.04439163      0.04144967      0.00724158      0.18019319      0.02926934      0.00064982      0.01294401      0.00253786      

REV PRODUCTION 0.36200668      0.14944792       0.00970344       0.03577083      0.00051620       0.00005354       0.03576887       0.00710134       0.00188574       0.00003527      0.00114458      0.01540831      0.01780935      0.00331535      0.07159679      0.01127764      0.00020577      0.00079802      0.00016771      

REV BULKTRAN (0.00264164)    (0.00945792)      0.00072592       0.00324368      0.00002164       0.00000212       0.00172564       (0.00030332)      0.00019852       0.00000905      0.00003991      0.00003571      0.00131838      (0.00030133)    (0.00075211)    0.00082004      0.00001625      0.00001189      0.00000427      

REV SUBTRAN (0.00074205)    (0.00236668)      0.00017726       0.00079412      0.00000535       0.00000071       0.00043009       (0.00007542)      0.00006523       (0.00000000)     0.00000962      0.00000912      0.00044656      (0.00000000)    (0.00024217)    -       0.00000415      (0.00000000)    -       

REV DISTPRI 0.14377122      0.08429554       0.00552995       0.02070475      0.00030707       (0.00000000)      0.02016594       0.00356246       (0.00000000)      (0.00000000)     0.00067118      0.00840967      (0.00000000)    (0.00000000)    (0.00000000)    -       0.00012466      (0.00000000)    -       

REV DISTSEC 0.06257392      0.04051662       0.00355685       0.00937734      (0.00000000)      (0.00000000)      0.00798694       (0.00000000)      (0.00000000)      (0.00000000)     0.00021972      (0.00000000)    (0.00000000)    (0.00000000)    (0.00000000)    -       0.00004264      0.00068231      0.00019149      

REV ENERGY 0.39174389      0.13148656       0.00919385       0.03258969      0.00055773       0.00005967       0.03603198       0.00777402       0.00193738       0.00004322      0.00137351      0.02009146      0.02086959      0.00406162      0.10633210      0.01662438      0.00024840      0.00195838      0.00051036      

REV CUSTOMER 0.04328799      0.02163702       0.00631961       0.00201811      0.00041480       0.00010270       0.00051840       0.00012598       0.00029399       0.00003126      0.00000381      0.00006555      0.00037917      0.00006890      0.00015254      0.00004023      0.00000291      0.00947043      0.00164258      

REV TOTAL 1.00000000      0.41555907       0.03520688       0.10449852      0.00182279       0.00021873       0.10262786       0.01818506       0.00438087       0.00011881      0.00346233      0.04401981      0.04082306      0.00714455      0.17708715      0.02876228      0.00064478      0.01292104      0.00251641      

REVSALES PRODUCTION 1.00000000      0.41967784       0.03420220       0.10222259      0.00187111       0.00022098       0.10034121       0.01479562       0.00478308       0.00012130      0.00356561      0.04391009      0.04126990      0.00653637      0.17723672      0.03164244      0.00064068      0.01438084      0.00258143      

REVSALES BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVSALES SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVSALES DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVSALES DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVSALES ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVSALES CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVSALES TOTAL 1.00000000      0.41967784       0.03420220       0.10222259      0.00187111       0.00022098       0.10034121       0.01479562       0.00478308       0.00012130      0.00356561      0.04391009      0.04126990      0.00653637      0.17723672      0.03164244      0.00064068      0.01438084      0.00258143      

REVSALES_FXNL PRODUCTION 0.34965613      0.14720070       0.00874963       0.03331328      0.00049625       0.00004961       0.03348768       0.00557140       0.00199613       0.00003635      0.00112766      0.01479346      0.01743717      0.00293119      0.06962609      0.01210964      0.00019440      0.00044411      0.00009137      

REVSALES_FXNL BULKTRAN (0.00229353)    (0.00971162)      0.00074665       0.00334514      0.00002380       0.00000229       0.00179868       (0.00024843)      0.00022456       0.00000928      0.00004429      0.00005818      0.00138722      (0.00027900)    (0.00066340)    0.00093318      0.00001700      0.00001405      0.00000461      

REVSALES_FXNL SUBTRAN (0.00067586)    (0.00243019)      0.00018232       0.00081893      0.00000589       0.00000076       0.00044826       (0.00006177)      0.00007379       (0.00000000)     0.00001067      0.00001471      0.00046986      (0.00000000)    (0.00021344)    -       0.00000434      (0.00000000)    -       

REVSALES_FXNL DISTPRI 0.14231549      0.08434819       0.00542437       0.02043306      0.00031467       (0.00000000)      0.01978814       0.00288446       (0.00000000)      (0.00000000)     0.00069026      0.00830801      (0.00000000)    (0.00000000)    (0.00000000)    -       0.00012433      (0.00000000)    -       

REVSALES_FXNL DISTSEC 0.06056854      0.03918761       0.00342181       0.00908402      (0.00000000)      (0.00000000)      0.00767058       (0.00000000)      (0.00000000)      (0.00000000)     0.00022066      (0.00000000)    (0.00000000)    (0.00000000)    (0.00000000)    -       0.00004171      0.00074672      0.00019543      

REVSALES_FXNL ENERGY 0.40451767      0.13846493       0.00931645       0.03318624      0.00059369       0.00006228       0.03662560       0.00654506       0.00216336       0.00004403      0.00146804      0.02066904      0.02158712      0.00382036      0.10833396      0.01855517      0.00025593      0.00228051      0.00054590      

REVSALES_FXNL CUSTOMER 0.04591156      0.02261822       0.00636095       0.00204192      0.00043681       0.00010603       0.00052226       0.00010491       0.00032524       0.00003164      0.00000403      0.00006668      0.00038853      0.00006382      0.00015351      0.00004444      0.00000298      0.01089545      0.00174412      

REVSALES_FXNL TOTAL 1.00000000      0.41967784       0.03420220       0.10222259      0.00187111       0.00022098       0.10034121       0.01479562       0.00478308       0.00012130      0.00356561      0.04391009      0.04126990      0.00653637      0.17723672      0.03164244      0.00064068      0.01438084      0.00258143      

REVYEC PRODUCTION 1.00000000      4.23355166       (0.19016430)      (0.55197020)     0.09950877       0.01005002       (1.50113670)      (4.53508245)      0.53280655       -        0.19766301      0.00008763      0.36433468      (0.82289523)    (2.68927797)    3.37186594      (0.00000501)    2.34912945      0.13153414      

REVYEC BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVYEC SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVYEC DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVYEC DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVYEC ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVYEC CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

REVYEC TOTAL 1.00000000      4.23355166       (0.19016430)      (0.55197020)     0.09950877       0.01005002       (1.50113670)      (4.53508245)      0.53280655       -        0.19766301      0.00008763      0.36433468      (0.82289523)    (2.68927797)    3.37186594      (0.00000501)    2.34912945      0.13153414      

REVYEC_FXNL PRODUCTION (0.54270748)    1.48490508       (0.04864797)      (0.17988134)     0.02639156       0.00225622       (0.50098652)      (1.70771860)      0.22235726       -        0.06251300      0.00002952      0.15393703      (0.36902159)    (1.05646224)    1.29042117      (0.00000152)    0.07254583      0.00465564      

REVYEC_FXNL BULKTRAN 0.11730396      (0.09796721)      (0.00415138)      (0.01806270)     0.00126577       0.00010413       (0.02690883)      0.07614610       0.02501477       -        0.00245509      0.00000012      0.01224652      0.03512504      0.01006597      0.09944150      (0.00000013)    0.00229436      0.00023485      

REVYEC_FXNL SUBTRAN (0.00117675)    (0.02451482)      (0.00101370)      (0.00442199)     0.00031322       0.00003473       (0.00670618)      0.01893418       0.00821965       -        0.00059152      0.00000003      0.00414799      0.00000000      0.00323865      -       (0.00000003)    (0.00000000)    -       

REVYEC_FXNL DISTPRI (0.41477046)    0.85087274       (0.03015953)      (0.11033215)     0.01673451       (0.00000000)      (0.29603696)      (0.88412980)      (0.00000000)      -        0.03826512      0.00001658      (0.00000000)    0.00000000      0.00000000      -       (0.00000097)    (0.00000000)    -       

REVYEC_FXNL DISTSEC 0.35664757      0.39530985       (0.01902529)      (0.04905089)     (0.00000000)      (0.00000000)      (0.11475429)      0.00000000       (0.00000000)      -        0.01223240      (0.00000000)    (0.00000000)    0.00000000      0.00000000      -       (0.00000033)    0.12197839      0.00995773      

REVYEC_FXNL ENERGY (0.58806379)    1.39678195       (0.05179951)      (0.17919539)     0.03157342       0.00283263       (0.54793069)      (2.00615846)      0.24098515       -        0.08138239      0.00004125      0.19057319      (0.48096367)    (1.64379101)    1.97726719      (0.00000200)    0.37252387      0.02781590      

REVYEC_FXNL CUSTOMER 2.07276695      0.22816407       (0.03536692)      (0.01102574)     0.02323029       0.00482232       (0.00781323)      (0.03215587)      0.03622971       -        0.00022349      0.00000013      0.00342996      (0.00803501)    (0.00232934)    0.00473608      (0.00000002)    1.77978700      0.08887003      

REVYEC_FXNL TOTAL 1.00000000      4.23355166       (0.19016430)      (0.55197020)     0.09950877       0.01005002       (1.50113670)      (4.53508245)      0.53280655       -        0.19766301      0.00008763      0.36433468      (0.82289523)    (2.68927797)    3.37186594      (0.00000501)    2.34912945      0.13153414      

REVYEC_EXP_OM PRODUCTION (0.70072779)    2.10952880       (0.07086782)      (0.25638944)     0.04248480       0.00401464       (0.70045554)      (2.22309022)      0.29710226       -        0.08636593      0.00003942      0.19279881      (0.45302114)    (1.32480698)    1.53863589      (0.00000206)    0.05400380      0.00293107      

REVYEC_EXP_OM BULKTRAN 0.16553377      (0.49834092)      0.01672643       0.06051499      (0.01003127)      (0.00094805)      0.16535716       0.52501357       (0.07012723)      -        (0.02038725)    (0.00000931)    (0.04550432)    0.10698337      0.31272129      (0.36299485)    0.00000049      (0.01274918)    (0.00069114)    

REVYEC_EXP_OM SUBTRAN 0.12111271      (0.12464816)      0.00407453       0.01478193      (0.00246929)      (0.00031414)      0.04109570       0.13067652       (0.02299647)      -        (0.00489799)    (0.00000231)    (0.01537652)    -       0.10118880      -       0.00000012      -       -       

REVYEC_EXP_OM DISTPRI (0.24250515)    0.63494025       (0.02061846)      (0.07154791)     0.01185766       -         (0.19699910)      (0.62537596)      -         -        0.02522805      0.00001093      -       -       -       -       (0.00000061)    -       -       

REVYEC_EXP_OM DISTSEC 0.31146337      0.27365093       (0.01147559)      (0.02796121)     -         -         (0.06800272)      -         -         -        0.00722384      -       -       -       -       -       (0.00000018)    0.13134266      0.00668565      

REVYEC_EXP_OM ENERGY (0.08182657)    1.59825916       (0.07730544)      (0.26212911)     0.04356956       0.00418903       (0.73691669)      (2.32099969)      0.31187658       -        0.10398023      0.00004882      0.23080964      (0.47195707)    (1.77714642)    2.19415532      (0.00000275)    1.02479722      0.05294502      

REVYEC_EXP_OM CUSTOMER 1.42694966      0.24016160       (0.03069793)      (0.00923944)     0.01409730       0.00310855       (0.00521551)      (0.02130668)      0.01695140       -        0.00015020      0.00000008      0.00160708      (0.00490039)    (0.00123466)    0.00206958      (0.00000002)    1.15173495      0.06966355      

REVYEC_EXP_OM TOTAL 1.00000000      4.23355166       (0.19016430)      (0.55197020)     0.09950877       0.01005002       (1.50113670)      (4.53508245)      0.53280655       -        0.19766301      0.00008763      0.36433468      (0.82289523)    (2.68927797)    3.37186594      (0.00000501)    2.34912945      0.13153414      
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING

SEPTEMBER 30, 2014

Allocation Total

Factor Retail RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19

TDOMX PRODUCTION 0.16947264      0.07964329       0.00348875       0.01314025      0.00023532       0.00002464       0.01422962       0.00277037       0.00081965       0.00001618      0.00049725      0.00688914      0.00729998      0.00160363      0.03351108      0.00516107      0.00007734      0.00005299      0.00001211      

TDOMX BULKTRAN 0.11828798      0.05558917       0.00243507       0.00917159      0.00016425       0.00001719       0.00993195       0.00193365       0.00057210       0.00001129      0.00034707      0.00480846      0.00509522      0.00111929      0.02338996      0.00360231      0.00005398      0.00003698      0.00000845      

TDOMX SUBTRAN 0.03050193      0.01390429       0.00059318       0.00224033      0.00004043       0.00000570       0.00246835       0.00048129       0.00018760       -        0.00008338      0.00119351      0.00172174      -       0.00756839      -       0.00001374      -       -       

TDOMX DISTPRI 0.46233747      0.31152033       0.01318890       0.04764674      0.00085344       -         0.05200222       0.01012727       -         -        0.00188738      0.02481370      -       -       -       -       0.00029748      -       -       

TDOMX DISTSEC 0.18078364      0.13422762       0.00733766       0.01861331      -         -         0.01794436       -         -         -        0.00054024      -       -       -       -       -       0.00008800      0.00167393      0.00035853      

TDOMX ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TDOMX CUSTOMER 0.03861634      0.01471827       0.00585466       0.00179694      0.00096221       0.00024157       0.00088934       0.00029562       0.00059413       0.00004438      0.00000713      0.00015767      0.00077236      0.00022189      0.00039941      0.00008876      0.00000270      0.00786120      0.00370810      

TDOMX TOTAL 1.00000000      0.60960297       0.03289822       0.09260916      0.00225564       0.00028910       0.09746584       0.01560820       0.00217348       0.00007185      0.00336245      0.03786248      0.01488929      0.00294481      0.06486883      0.00885213      0.00053325      0.00962511      0.00408718      

TDPLANT PRODUCTION 0.00898476      0.00422237       0.00018496       0.00069664      0.00001248       0.00000131       0.00075440       0.00014687       0.00004345       0.00000086      0.00002636      0.00036523      0.00038702      0.00008502      0.00177662      0.00027362      0.00000410      0.00000281      0.00000064      

TDPLANT BULKTRAN 0.32595470      0.15318169       0.00671008       0.02527325      0.00045259       0.00004738       0.02736850       0.00532838       0.00157648       0.00003112      0.00095639      0.01325021      0.01404039      0.00308433      0.06445343      0.00992652      0.00014876      0.00010191      0.00002328      

TDPLANT SUBTRAN 0.08390644      0.03824872       0.00163174       0.00616282      0.00011122       0.00001567       0.00679008       0.00132395       0.00051607       -        0.00022937      0.00328318      0.00473625      -       0.02081956      -       0.00003780      -       -       

TDPLANT DISTPRI 0.33287810      0.22429135       0.00949587       0.03430515      0.00061447       -         0.03744105       0.00729153       -         -        0.00135889      0.01786560      -       -       -       -       0.00021418      -       -       

TDPLANT DISTSEC 0.16452236      0.12215399       0.00667764       0.01693907      -         -         0.01633028       -         -         -        0.00049164      -       -       -       -       -       0.00008008      0.00152337      0.00032628      

TDPLANT ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TDPLANT CUSTOMER 0.08375364      0.03702130       0.00987435       0.00301375      0.00101247       0.00025452       0.00105460       0.00031030       0.00062596       0.00004676      0.00000844      0.00016550      0.00081375      0.00023378      0.00042081      0.00009351      0.00000456      0.02600824      0.00279103      

TDPLANT TOTAL 1.00000000      0.57911942       0.03457465       0.08639069      0.00220323       0.00031888       0.08973891       0.01440104       0.00276196       0.00007874      0.00307110      0.03492972      0.01997741      0.00340313      0.08747042      0.01029365      0.00048948      0.02763633      0.00314124      

TOTMXEXP PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTMXEXP BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTMXEXP SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTMXEXP DISTPRI 0.71346355      0.48072763       0.02035267       0.07352684      0.00131700       -         0.08024807       0.01562806       -         -        0.00291254      0.03829166      -       -       -       -       0.00045906      -       -       

TOTMXEXP DISTSEC 0.27735383      0.20592871       0.01125726       0.02855609      -         -         0.02752980       -         -         -        0.00082882      -       -       -       -       -       0.00013500      0.00256811      0.00055005      

TOTMXEXP ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTMXEXP CUSTOMER 0.00918263      0.00096886       0.00056508       0.00017407      0.00011528       0.00002898       0.00010233       0.00003533       0.00007127       0.00000532      0.00000082      0.00001884      0.00009265      0.00002662      0.00004791      0.00001065      0.00000026      0.00541244      0.00150590      

TOTMXEXP TOTAL 1.00000000      0.68762520       0.03217501       0.10225700      0.00143228       0.00002898       0.10788020       0.01566339       0.00007127       0.00000532      0.00374218      0.03831051      0.00009265      0.00002662      0.00004791      0.00001065      0.00059432      0.00798055      0.00205595      

TOTOHLINES PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOHLINES BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOHLINES SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOHLINES DISTPRI 0.71460136      0.48149429       0.02038513       0.07364410      0.00131910       -         0.08037605       0.01565298       -         -        0.00291719      0.03835273      -       -       -       -       0.00045979      -       -       

TOTOHLINES DISTSEC 0.28539864      0.21190180       0.01158378       0.02938437      -         -         0.02832831       -         -         -        0.00085286      -       -       -       -       -       0.00013892      0.00264260      0.00056600      

TOTOHLINES ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOHLINES CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOHLINES TOTAL 1.00000000      0.69339608       0.03196891       0.10302848      0.00131910       -         0.10870436       0.01565298       -         -        0.00377004      0.03835273      -       -       -       -       0.00059871      0.00264260      0.00056600      

TOTOX234 PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOX234 BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOX234 SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOX234 DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOX234 DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOX234 ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOX234 CUSTOMER 1.00000000      0.85558580       0.10631437       0.03409641      0.00040902       0.00004864       0.00388589       0.00039557       0.00010559       0.00000512      0.00003335      0.00022185      0.00014419      0.00002762      0.00004986      0.00001112      0.00004905      (0.00160304)    0.00021957      

TOTOX234 TOTAL 1.00000000      0.85558580       0.10631437       0.03409641      0.00040902       0.00004864       0.00388589       0.00039557       0.00010559       0.00000512      0.00003335      0.00022185      0.00014419      0.00002762      0.00004986      0.00001112      0.00004905      (0.00160304)    0.00021957      

TOTOXEXP PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOXEXP BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOXEXP SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOXEXP DISTPRI 0.53609267      0.36121615       0.01529289       0.05524767      0.00098959       -         0.06029797       0.01174284       -         -        0.00218847      0.02877215      -       -       -       -       0.00034494      -       -       

TOTOXEXP DISTSEC 0.21616776      0.16049949       0.00877383       0.02225643      -         -         0.02145654       -         -         -        0.00064597      -       -       -       -       -       0.00010522      0.00200157      0.00042870      

TOTOXEXP ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTOXEXP CUSTOMER 0.24773957      0.10461445       0.04089024       0.01254772      0.00663006       0.00166440       0.00614495       0.00203733       0.00409342       0.00030576      0.00004923      0.00108657      0.00532145      0.00152880      0.00275184      0.00061152      0.00001888      0.03616703      0.02127591      

TOTOXEXP TOTAL 1.00000000      0.62633010       0.06495696       0.09005182      0.00761965       0.00166440       0.08789946       0.01378016       0.00409342       0.00030576      0.00288367      0.02985873      0.00532145      0.00152880      0.00275184      0.00061152      0.00046904      0.03816859      0.02170462      

TOTUGLINES PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTUGLINES BULKTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTUGLINES SUBTRAN -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTUGLINES DISTPRI 0.72760000      0.49025269       0.02075593       0.07498369      0.00134310       -         0.08183810       0.01593771       -         -        0.00297025      0.03905037      -       -       -       -       0.00046816      -       -       

TOTUGLINES DISTSEC 0.27240000      0.20225061       0.01105619       0.02804605      -         -         0.02703808       -         -         -        0.00081401      -       -       -       -       -       0.00013259      0.00252224      0.00054022      

TOTUGLINES ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTUGLINES CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TOTUGLINES TOTAL 1.00000000      0.69250331       0.03181212       0.10302974      0.00134310       -         0.10887618       0.01593771       -         -        0.00378426      0.03905037      -       -       -       -       0.00060075      0.00252224      0.00054022      

TRANS_TOTAL PRODUCTION -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TRANS_TOTAL BULKTRAN 0.79500000      0.37360849       0.01636580       0.06164119      0.00110387       0.00011556       0.06675148       0.01299586       0.00384501       0.00007590      0.00233262      0.03231712      0.03424436      0.00752264      0.15720123      0.02421068      0.00036282      0.00024856      0.00005679      

TRANS_TOTAL SUBTRAN 0.20500000      0.09344917       0.00398667       0.01505699      0.00027173       0.00003829       0.01658950       0.00323468       0.00126087       -        0.00056041      0.00802145      0.01157160      -       0.05086628      -       0.00009235      -       -       

TRANS_TOTAL DISTPRI -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TRANS_TOTAL DISTSEC -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TRANS_TOTAL ENERGY -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TRANS_TOTAL CUSTOMER -       -         -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

TRANS_TOTAL TOTAL 1.00000000      0.46705766       0.02035248       0.07669818      0.00137560       0.00015386       0.08334098       0.01623054       0.00510588       0.00007590      0.00289303      0.04033857      0.04581596      0.00752264      0.20806752      0.02421068      0.00045517      0.00024856      0.00005679      

WEATHER_FXNL PRODUCTION 0.35074689      0.35074689       -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

WEATHER_FXNL BULKTRAN (0.02314067)    (0.02314067)      -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

WEATHER_FXNL SUBTRAN (0.00579060)    (0.00579060)      -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

WEATHER_FXNL DISTPRI 0.20098320      0.20098320       -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

WEATHER_FXNL DISTSEC 0.09337546      0.09337546       -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

WEATHER_FXNL ENERGY 0.32993148      0.32993148       -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

WEATHER_FXNL CUSTOMER 0.05389424      0.05389424       -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       

WEATHER_FXNL TOTAL 1.00000000      1.00000000       -         -        -         -         -         -         -         -        -       -       -       -       -       -       -       -       -       
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

INPUTS FROM WORKPAPERS

CPG 1,135,297 533,531 23,371 88,027 1,576 165 95,324 18,559 5,491 108 3,331 46,150 48,903 10,743 224,491 34,574 518 355 81

PROD_DEMAND PRODUCTION 1.00000000                      0.46994779        0.02058592     0.07753609    0.00138852     0.00014536    0.08396412     0.01634700     0.00483649     0.00009548     0.00293412     0.04065047     0.04307467     0.00946244     0.19773740       0.03045369     0.00045637    0.00031265    0.00007143    

PROD_DEMAND BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_DEMAND SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_DEMAND DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_DEMAND DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_DEMAND ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_DEMAND CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_DEMAND TOTAL 1.00000000                      0.46994779        0.02058592     0.07753609    0.00138852     0.00014536    0.08396412     0.01634700     0.00483649     0.00009548     0.00293412     0.04065047     0.04307467     0.00946244     0.19773740       0.03045369     0.00045637    0.00031265    0.00007143    

ENER 6,936,779,389 2,464,926,510 155,527,434 549,023,139 9,860,484 1,050,234 611,738,140 118,170,497 35,161,710 691,432 24,464,275 348,666,057 357,149,505 68,257,086 1,837,008,639 300,840,877 4,216,330 41,086,927 8,940,115

PROD_ENERGY PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_ENERGY BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_ENERGY SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_ENERGY DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_ENERGY DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_ENERGY ENERGY 1.00000000                      0.35534163        0.02242070     0.07914669    0.00142148     0.00015140    0.08818763     0.01703535     0.00506888     0.00009968     0.00352675     0.05026339     0.05148636     0.00983988     0.26482155       0.04336896     0.00060782    0.00592306    0.00128880    

PROD_ENERGY CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

PROD_ENERGY TOTAL 1.00000000                      0.35534163        0.02242070     0.07914669    0.00142148     0.00015140    0.08818763     0.01703535     0.00506888     0.00009968     0.00352675     0.05026339     0.05148636     0.00983988     0.26482155       0.04336896     0.00060782    0.00592306    0.00128880    

CPT 1,135,297 533,531 23,371 88,027 1,576 165 95,324 18,559 5,491 108 3,331 46,150 48,903 10,743 224,491 34,574 518 355 81

BULK_TRANS PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULK_TRANS BULKTRAN 1.00000000                      0.46994779        0.02058592     0.07753609    0.00138852     0.00014536    0.08396412     0.01634700     0.00483649     0.00009548     0.00293412     0.04065047     0.04307467     0.00946244     0.19773740       0.03045369     0.00045637    0.00031265    0.00007143    

BULK_TRANS SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULK_TRANS DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULK_TRANS DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULK_TRANS ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULK_TRANS CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULK_TRANS TOTAL 1.00000000                      0.46994779        0.02058592     0.07753609    0.00138852     0.00014536    0.08396412     0.01634700     0.00483649     0.00009548     0.00293412     0.04065047     0.04307467     0.00946244     0.19773740       0.03045369     0.00045637    0.00031265    0.00007143    

CPST 875,462 399,079 17,025 64,302 1,160 164 70,846 13,814 5,385 0 2,393 34,256 49,417 0 217,227 0 394 0 0

SUB_TRANS PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_TRANS BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_TRANS SUBTRAN 1.00000000                      0.45584960        0.01944719     0.07344872    0.00132550     0.00018679    0.08092440     0.01577893     0.00615059     -       0.00273369     0.03912901     0.05644684     -       0.24812822       -       0.00045051    -      -      

SUB_TRANS DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_TRANS DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_TRANS ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_TRANS CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_TRANS TOTAL 1.00000000                      0.45584960        0.01944719     0.07344872    0.00132550     0.00018679    0.08092440     0.01577893     0.00615059     -       0.00273369     0.03912901     0.05644684     -       0.24812822       -       0.00045051    -      -      

ENER_SUB 5,351,552,502                  1,809,522,763 114,224,064 403,247,193 7,241,451 1,019,967 449,377,547 86,802,959 34,152,839 0 17,973,192 256,179,808 346,976,932 0 1,784,967,113 0 3,097,895 30,197,883 6,570,896

SUB_ENERGY PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_ENERGY BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_ENERGY SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_ENERGY DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_ENERGY DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_ENERGY ENERGY 1.00000000                      0.33813043        0.02134410     0.07535144    0.00135315     0.00019059    0.08397144     0.01622015     0.00638186     -       0.00335850     0.04787018     0.06483669     -       0.33354192       -       0.00057888    0.00564283    0.00122785    

SUB_ENERGY CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUB_ENERGY TOTAL 1.00000000                      0.33813043        0.02134410     0.07535144    0.00135315     0.00019059    0.08397144     0.01622015     0.00638186     -       0.00335850     0.04787018     0.06483669     -       0.33354192       -       0.00057888    0.00564283    0.00122785    

CPD 792,245 533,810 22,600 81,646 1,462 0 89,109 17,354 0 0 3,234 42,520 0 0 0 0 510 0 0

DIST_CPD PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_CPD BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_CPD SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_CPD DISTPRI 1.00000000                      0.67379424        0.02852657     0.10305620    0.00184593     -      0.11247677     0.02190449     -       -       0.00408226     0.05367011     -       -       -         -       0.00064343    -      -      

DIST_CPD DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_CPD ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_CPD CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_CPD TOTAL 1.00000000                      0.67379424        0.02852657     0.10305620    0.00184593     -      0.11247677     0.02190449     -       -       0.00408226     0.05367011     -       -       -         -       0.00064343    -      -      

SECDEM 1,518,254 1,127,268 61,623 156,318 0 0 150,700 0 0 0 4,537 0 0 0 0 0 739 14,058 3,011

DISTSEC PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC DISTSEC 1.00000000                      0.74247656        0.04058807     0.10295906    -      -      0.09925875     -       -       -       0.00298830     -       -       -       -         -       0.00048674    0.00925932    0.00198320    

DISTSEC ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC TOTAL 1.00000000                      0.74247656        0.04058807     0.10295906    -      -      0.09925875     -       -       -       0.00298830     -       -       -       -         -       0.00048674    0.00925932    0.00198320    

TOTCUST 217,981 138,300 23,823 7,203 84 10 756 75 20 1 6 40 26 5 9 2 11 47,554 56

CUST_TOTAL PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_TOTAL BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_TOTAL SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_TOTAL DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_TOTAL DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_TOTAL ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_TOTAL CUSTOMER 1.00000000                      0.63445897        0.10928934     0.03304416    0.00038535     0.00004588    0.00346819     0.00034407     0.00009175     0.00000459     0.00002753     0.00018350     0.00011928     0.00002294     0.00004129       0.00000918     0.00005046    0.21815663    0.00025690    

CUST_TOTAL TOTAL 1.00000000                      0.63445897        0.10928934     0.03304416    0.00038535     0.00004588    0.00346819     0.00034407     0.00009175     0.00000459     0.00002753     0.00018350     0.00011928     0.00002294     0.00004129       0.00000918     0.00005046    0.21815663    0.00025690    

PRICUST 217,908 138,300 23,823 7,203 84 0 756 75 0 0 6 40 0 0 0 0 11 47,554 56

DIST_PCUST PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_PCUST BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_PCUST SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_PCUST DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_PCUST DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_PCUST ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_PCUST CUSTOMER 1.00000000                      0.63467151        0.10932595     0.03305523    0.00038548     -      0.00346935     0.00034418     -       -       0.00002753     0.00018356     -       -       -         -       0.00005048    0.21822971    0.00025699    

DIST_PCUST TOTAL 1.00000000                      0.63467151        0.10932595     0.03305523    0.00038548     -      0.00346935     0.00034418     -       -       0.00002753     0.00018356     -       -       -         -       0.00005048    0.21822971    0.00025699    
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

SECCUST 217,709 138,300 23,823 7,203 0 0 756 0 0 6 0 0 0 0 11 47,554 56

DIST_SERV PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SERV BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SERV SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SERV DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SERV DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SERV ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SERV CUSTOMER 1.00000000                      0.63525164        0.10942589     0.03308545    -      -      0.00347253     -       -       -       0.00002756     -       -       -       -         -       0.00005053    0.21842919    0.00025722    

DIST_SERV TOTAL 1.00000000                      0.63525164        0.10942589     0.03308545    -      -      0.00347253     -       -       -       0.00002756     -       -       -       -         -       0.00005053    0.21842919    0.00025722    

METER 34,588,386 14,799,965 8,632,025 2,658,967 1,760,972 442,678 1,563,169 539,707 1,088,722 81,323 12,529 287,844 1,415,338 406,613 731,903 162,645 3,986 0 0

DIST_METERS PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_METERS BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_METERS SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_METERS DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_METERS DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_METERS ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_METERS CUSTOMER 1.00000000                      0.42788828        0.24956426     0.07687456    0.05091223     0.01279846    0.04519346     0.01560371     0.03147652     0.00235116     0.00036223     0.00832198     0.04091946     0.01175577     0.02116037       0.00470230     0.00011524    -      -      

DIST_METERS TOTAL 1.00000000                      0.42788828        0.24956426     0.07687456    0.05091223     0.01279846    0.04519346     0.01560371     0.03147652     0.00235116     0.00036223     0.00832198     0.04091946     0.01175577     0.02116037       0.00470230     0.00011524    -      -      

DIR371 1 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 0

DIST_OL PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_OL BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_OL SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_OL DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_OL DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_OL ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_OL CUSTOMER 1.00000000                      -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      1.00000000    -      

DIST_OL TOTAL 1.00000000                      -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      1.00000000    -      

DIR373 1 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1

DIST_SL PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SL BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SL SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SL DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SL DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SL ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_SL CUSTOMER 1.00000000                      -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      1.00000000    

DIST_SL TOTAL 1.00000000                      -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      1.00000000    

DIR902 350,616 276,600 47,646 21,609 294 35 3,402 375 100 5 36 240 156 30 54 12 22 0 0

CUST_902 PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_902 BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_902 SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_902 DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_902 DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_902 ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_902 CUSTOMER 1.00000000                      0.78889726        0.13589226     0.06163153    0.00083852     0.00009982    0.00970292     0.00106955     0.00028521     0.00001426     0.00010268     0.00068451     0.00044493     0.00008556     0.00015401       0.00003423     0.00006275    -      -      

CUST_902 TOTAL 1.00000000                      0.78889726        0.13589226     0.06163153    0.00083852     0.00009982    0.00970292     0.00106955     0.00028521     0.00001426     0.00010268     0.00068451     0.00044493     0.00008556     0.00015401       0.00003423     0.00006275    -      -      

DIR903 5,289,649 4,553,062 546,200 165,146 1,926 229 17,333 1,719 459 22 138 917 596 114 206 46 252 0 1,284

CUST_903 PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_903 BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_903 SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_903 DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_903 DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_903 ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_903 CUSTOMER 1.00000000                      0.86074937        0.10325827     0.03122060    0.00036411     0.00004329    0.00327678     0.00032497     0.00008677     0.00000416     0.00002609     0.00017336     0.00011267     0.00002155     0.00003894       0.00000870     0.00004764    -      0.00024274    

CUST_903 TOTAL 1.00000000                      0.86074937        0.10325827     0.03122060    0.00036411     0.00004329    0.00327678     0.00032497     0.00008677     0.00000416     0.00002609     0.00017336     0.00011267     0.00002155     0.00003894       0.00000870     0.00004764    -      0.00024274    

CUST451 439,928                            393,866             31,803            11,011            161                 -                     189                 33                   -                      -                      -                      46                   7                     -                      -                        7                     -                     2,805              -                     

CUST_451 PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_451 BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_451 SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_451 DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_451 DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_451 ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_451 CUSTOMER 1.00000000                      0.89529643        0.07229171     0.02502863    0.00036697     -      0.00042959     0.00007476     -       -       -       0.00010418     0.00001591     -       -         0.00001591     -      0.00637590    -      

CUST_451 TOTAL 1.00000000                      0.89529643        0.07229171     0.02502863    0.00036697     -      0.00042959     0.00007476     -       -       -       0.00010418     0.00001591     -       -         0.00001591     -      0.00637590    -      

CUSTDEP 24,459,717                       17,841,958        1,074,084       2,114,234       533,240          89,908            908,545           371,216           150,766           33,502            -                      432,772           469,665           320,187           -                        -                      -                     119,640          -                     

CUST_DEP PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_DEP BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_DEP SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_DEP DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_DEP DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_DEP ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUST_DEP CUSTOMER 1.00000000                      0.72944254        0.04391236     0.08643739    0.02180074     0.00367576    0.03714454     0.01517663     0.00616385     0.00136968     -       0.01769325     0.01920157     0.01309038     -         -       -      0.00489131    -      

CUST_DEP TOTAL 1.00000000                      0.72944254        0.04391236     0.08643739    0.02180074     0.00367576    0.03714454     0.01517663     0.00616385     0.00136968     -       0.01769325     0.01920157     0.01309038     -         -       -      0.00489131    -      

RYEC (399,402)                           (1,690,889)         75,952            220,458          (39,744)           (4,014)             599,557           1,811,321        (212,804)         -                      (78,947)           (35)                  (145,516)         328,666           1,074,103          (1,346,730)      2                    (938,247)         (52,535)           

REVYEC PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC CUSTOMER 1.00000000                      4.23355166        (0.19016430)   (0.55197020)   0.09950877     0.01005002    (1.50113670)    (4.53508245)    0.53280655     -       0.19766301     0.00008763     0.36433468     (0.82289523)    (2.68927797)      3.37186594     (0.00000501)   2.34912945    0.13153414    

REVYEC TOTAL 1.00000000                      4.23355166        (0.19016430)   (0.55197020)   0.09950877     0.01005002    (1.50113670)    (4.53508245)    0.53280655     -       0.19766301     0.00008763     0.36433468     (0.82289523)    (2.68927797)      3.37186594     (0.00000501)   2.34912945    0.13153414    
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

FORF DISCOUNTS 3,643,764                         2,591,161          241,249          447,053          6,497              2,430              156,609           21,147            8,142              774                 7,833              36,889            55,750            16,320            31,244               -                      -                     20,666            -                     

FORF_DISC PRODUCTION 1.00000000                      0.71112214        0.06620871     0.12269002    0.00178294     0.00066684    0.04297993     0.00580371     0.00223445     0.00021246     0.00214966     0.01012398     0.01530002     0.00447882     0.00857472       -       -      0.00567159    -      

FORF_DISC BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FORF_DISC SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FORF_DISC DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FORF_DISC DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FORF_DISC ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FORF_DISC CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FORF_DISC TOTAL 1.00000000                      0.71112214        0.06620871     0.12269002    0.00178294     0.00066684    0.04297993     0.00580371     0.00223445     0.00021246     0.00214966     0.01012398     0.01530002     0.00447882     0.00857472       -       -      0.00567159    -      

YEAR END CUST ADJ (399,402)                           (1,690,889)         75,952            220,458          (39,744)           (4,014)             599,557           1,811,321        (212,804)         -                      (78,947)           (35)                  (145,516)         328,666           1,074,103          (1,346,730)      2                    (938,247)         (52,535)           

REVYEC PRODUCTION 1.00000000                      4.23355166        (0.19016430)   (0.55197020)   0.09950877     0.01005002    (1.50113670)    (4.53508245)    0.53280655     -       0.19766301     0.00008763     0.36433468     (0.82289523)    (2.68927797)      3.37186594     (0.00000501)   2.34912945    0.13153414    

REVYEC BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC TOTAL 1.00000000                      4.23355166        (0.19016430)   (0.55197020)   0.09950877     0.01005002    (1.50113670)    (4.53508245)    0.53280655     -       0.19766301     0.00008763     0.36433468     (0.82289523)    (2.68927797)      3.37186594     (0.00000501)   2.34912945    0.13153414    

FUELR 13,374,764                       4,777,562          289,822          1,023,252       19,857            2,126              1,131,261        183,139           74,860            1,373              47,671            675,960           703,383           123,998           3,561,676          646,445           7,887              87,066            17,426            

FUELREV PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FUELREV BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FUELREV SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FUELREV DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FUELREV DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FUELREV ENERGY 1.00000000                      0.35720720        0.02166932     0.07650617    0.00148466     0.00015896    0.08458175     0.01369288     0.00559711     0.00010266     0.00356425     0.05053996     0.05259031     0.00927104     0.26629823       0.04833319     0.00058969    0.00650972    0.00130290    

FUELREV CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

FUELREV TOTAL 1.00000000                      0.35720720        0.02166932     0.07650617    0.00148466     0.00015896    0.08458175     0.01369288     0.00559711     0.00010266     0.00356425     0.05053996     0.05259031     0.00927104     0.26629823       0.04833319     0.00058969    0.00650972    0.00130290    

WEATHER (5,929,131)                        (5,929,131)         -                     -                     -                     -                     -                      -                      -                      -                      -                      -                      -                      -                      -                        -                      -                     -                     -                     

WEATHER_NORM PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_NORM BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_NORM SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_NORM DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_NORM DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_NORM ENERGY 1.00000000                      1.00000000        -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_NORM CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_NORM TOTAL 1.00000000                      1.00000000        -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ATR_GROSS_UP 10,014,069                       4,082,297          449,721          1,287,479       21,055            2,529              1,190,166        203,960           41,508            (168)                37,744            433,913           402,343           84,049            1,379,302          181,775           7,199              174,693          34,504            

ATR_ADJ PRODUCTION 1.00000000                      0.40765617        0.04490892     0.12856702    0.00210254     0.00025254    0.11884939     0.02036735     0.00414497     (0.00001678)    0.00376910     0.04333034     0.04017777     0.00839309     0.13773642       0.01815196     0.00071889    0.01744476    0.00344555    

ATR_ADJ BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ATR_ADJ SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ATR_ADJ DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ATR_ADJ DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ATR_ADJ ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ATR_ADJ CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ATR_ADJ TOTAL 1.00000000                      0.40765617        0.04490892     0.12856702    0.00210254     0.00025254    0.11884939     0.02036735     0.00414497     (0.00001678)    0.00376910     0.04333034     0.04017777     0.00839309     0.13773642       0.01815196     0.00071889    0.01744476    0.00344555    

INTERNALLY DERIVED

Bulk Transmission Plant $409,750,988.28

Subtransmission Plant $105,804,409.72

Total Transmisison Plant $515,555,398.00

BULK_TRANS BULKTRAN 79.50% 1.00000000                      0.46994779        0.02058592     0.07753609    0.00138852     0.00014536    0.08396412     0.01634700     0.00483649     0.00009548     0.00293412     0.04065047     0.04307467     0.00946244     0.19773740       0.03045369     0.00045637    0.00031265    0.00007143    

SUB_TRANS SUBTRAN 20.50% 1.00000000                      0.45584960        0.01944719     0.07344872    0.00132550     0.00018679    0.08092440     0.01577893     0.00615059     -       0.00273369     0.03912901     0.05644684     -       0.24812822       -       0.00045051    -      -      

TRANS_TOTAL PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TRANS_TOTAL BULKTRAN 0.79500000                      0.37360849        0.01636580     0.06164119    0.00110387     0.00011556    0.06675148     0.01299586     0.00384501     0.00007590     0.00233262     0.03231712     0.03424436     0.00752264     0.15720123       0.02421068     0.00036282    0.00024856    0.00005679    

TRANS_TOTAL SUBTRAN 0.20500000                      0.09344917        0.00398667     0.01505699    0.00027173     0.00003829    0.01658950     0.00323468     0.00126087     -       0.00056041     0.00802145     0.01157160     -       0.05086628       -       0.00009235    -      -      

TRANS_TOTAL DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TRANS_TOTAL DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TRANS_TOTAL ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TRANS_TOTAL CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TRANS_TOTAL TOTAL 1.00000000                      0.46705766        0.02035248     0.07669818    0.00137560     0.00015386    0.08334098     0.01623054     0.00510588     0.00007590     0.00289303     0.04033857     0.04581596     0.00752264     0.20806752       0.02421068     0.00045517    0.00024856    0.00005679    

DIST_CPD DISTPRI 56.15% 1.00000000                      0.67379424        0.02852657     0.10305620    0.00184593     -      0.11247677     0.02190449     -       -       0.00408226     0.05367011     -       -       -         -       0.00064343    -      -      

DISTSEC DISTSEC 43.85% 1.00000000                      0.74247656        0.04058807     0.10295906    -      -      0.09925875     -       -       -       0.00298830     -       -       -       -         -       0.00048674    0.00925932    0.00198320    

DIST_POLES PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_POLES BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_POLES SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_POLES DISTPRI 0.56150000                      0.37833547        0.01601767     0.05786606    0.00103649     -      0.06315570     0.01229937     -       -       0.00229219     0.03013576     -       -       -         -       0.00036128    -      -      

DIST_POLES DISTSEC 0.43850000                      0.32557597        0.01779787     0.04514755    -      -      0.04352496     -       -       -       0.00131037     -       -       -       -         -       0.00021344    0.00406021    0.00086963    

DIST_POLES ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_POLES CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_POLES TOTAL 1.00000000                      0.70391144        0.03381554     0.10301360    0.00103649     -      0.10668067     0.01229937     -       -       0.00360256     0.03013576     -       -       -         -       0.00057472    0.00406021    0.00086963    

DIST_CPD DISTPRI 86.46% 1.00000000                      0.67379424        0.02852657     0.10305620    0.00184593     -      0.11247677     0.02190449     -       -       0.00408226     0.05367011     -       -       -         -       0.00064343    -      -      

DISTSEC DISTSEC 13.54% 1.00000000                      0.74247656        0.04058807     0.10295906    -      -      0.09925875     -       -       -       0.00298830     -       -       -       -         -       0.00048674    0.00925932    0.00198320    

DIST_OHLINES PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_OHLINES BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_OHLINES SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_OHLINES DISTPRI 0.86460000                      0.58256250        0.02466407     0.08910239    0.00159599     -      0.09724741     0.01893862     -       -       0.00352952     0.04640317     -       -       -         -       0.00055631    -      -      

DIST_OHLINES DISTSEC 0.13540000                      0.10053133        0.00549562     0.01394066    -      -      0.01343964     -       -       -       0.00040462     -       -       -       -         -       0.00006591    0.00125371    0.00026853    

DIST_OHLINES ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_OHLINES CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_OHLINES TOTAL 1.00000000                      0.68309383        0.03015970     0.10304305    0.00159599     -      0.11068705     0.01893862     -       -       0.00393414     0.04640317     -       -       -         -       0.00062221    0.00125371    0.00026853    
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ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

DIST_CPD DISTPRI 72.76% 1.00000000                      0.67379424        0.02852657     0.10305620    0.00184593     -      0.11247677     0.02190449     -       -       0.00408226     0.05367011     -       -       -         -       0.00064343    -      -      

DISTSEC DISTSEC 27.24% 1.00000000                      0.74247656        0.04058807     0.10295906    -      -      0.09925875     -       -       -       0.00298830     -       -       -       -         -       0.00048674    0.00925932    0.00198320    

DIST_UGLINES PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_UGLINES BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_UGLINES SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_UGLINES DISTPRI 0.72760000                      0.49025269        0.02075593     0.07498369    0.00134310     -      0.08183810     0.01593771     -       -       0.00297025     0.03905037     -       -       -         -       0.00046816    -      -      

DIST_UGLINES DISTSEC 0.27240000                      0.20225061        0.01105619     0.02804605    -      -      0.02703808     -       -       -       0.00081401     -       -       -       -         -       0.00013259    0.00252224    0.00054022    

DIST_UGLINES ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_UGLINES CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_UGLINES TOTAL 1.00000000                      0.69250331        0.03181212     0.10302974    0.00134310     -      0.10887618     0.01593771     -       -       0.00378426     0.03905037     -       -       -         -       0.00060075    0.00252224    0.00054022    

DIST_CPD DISTPRI 24.98% 1.00000000                      0.67379424        0.02852657     0.10305620    0.00184593     -      0.11247677     0.02190449     -       -       0.00408226     0.05367011     -       -       -         -       0.00064343    -      -      

DISTSEC DISTSEC 75.02% 1.00000000                      0.74247656        0.04058807     0.10295906    -      -      0.09925875     -       -       -       0.00298830     -       -       -       -         -       0.00048674    0.00925932    0.00198320    

DIST_TRANSF PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_TRANSF BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_TRANSF SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_TRANSF DISTPRI 0.24980000                      0.16831380        0.00712594     0.02574344    0.00046111     -      0.02809670     0.00547174     -       -       0.00101975     0.01340679     -       -       -         -       0.00016073    -      -      

DIST_TRANSF DISTSEC 0.75020000                      0.55700591        0.03044917     0.07723988    -      -      0.07446392     -       -       -       0.00224182     -       -       -       -         -       0.00036515    0.00694634    0.00148780    

DIST_TRANSF ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_TRANSF CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DIST_TRANSF TOTAL 1.00000000                      0.72531971        0.03757511     0.10298332    0.00046111     -      0.10256061     0.00547174     -       -       0.00326157     0.01340679     -       -       -         -       0.00052588    0.00694634    0.00148780    

SALES OF ELECTRICITY PRODUCTION 205,228,629                     84,328,446        5,472,620       20,256,125     292,689          29,989            20,348,426      4,042,272        1,072,130        19,886            650,329           8,775,666        10,133,969      1,883,585        40,822,796        6,432,175        117,360          454,511          95,656            

BULKTRAN (1,178,637)                        (5,197,033)         414,774          1,858,052       12,663            1,225              1,005,943        (167,864)         114,257           5,133              23,523            32,193            762,647           (168,399)         (371,073)            476,606           9,404              6,855              2,456              

SUBTRAN (339,147)                           (1,300,479)         101,281          454,876          3,134              409                 250,700           (41,740)           37,544            -       5,668              8,140              258,314           -       (119,390)            -       2,399              -      -      

DISTPRI 77,716,035                       45,137,693        3,013,309       11,349,515     167,419          -      11,066,859      1,949,069        -       -       366,631           4,596,750        -       -       -         -       68,790            -      -      

DISTSEC 32,816,013                       20,970,674        1,900,861       5,045,708       -      -      4,289,902        -       -       -       117,203           -       -       -       -         -       23,076            364,438          104,150          

ENERGY 222,095,087                     74,097,467        5,175,409       18,433,256     315,873          33,329            20,483,496      4,422,587        1,100,720        24,361            779,752           11,435,998      11,867,867      2,305,872        60,596,851        9,476,710        141,604          1,113,000       290,933          

CUSTOMER 24,255,095                       12,103,807        3,533,591       1,134,182       232,405          56,740            292,085           70,888            165,482           17,504            2,141              36,895            213,599           38,522            85,869               22,699            1,650              5,317,520       929,514          

TOTAL 560,593,075                     230,140,574       19,611,844     58,531,716     1,024,183       121,692          57,737,410      10,275,210      2,490,133        66,884            1,945,247        24,885,642      23,236,397      4,059,580        101,015,053      16,408,190      364,284          7,256,325       1,422,710       

REV_SALES PRODUCTION 0.36609198                      0.15042720        0.00976220     0.03613338    0.00052211     0.00005350    0.03629803     0.00721071     0.00191249     0.00003547     0.00116007     0.01565425     0.01807723     0.00335999     0.07282073       0.01147387     0.00020935    0.00081077    0.00017063    

REV_SALES BULKTRAN (0.00210248)                     (0.00927060)      0.00073988     0.00331444    0.00002259     0.00000219    0.00179443     (0.00029944)    0.00020381     0.00000916     0.00004196     0.00005743     0.00136043     (0.00030039)    (0.00066193)      0.00085018     0.00001678    0.00001223    0.00000438    

REV_SALES SUBTRAN (0.00060498)                     (0.00231983)      0.00018067     0.00081142    0.00000559     0.00000073    0.00044720     (0.00007446)    0.00006697     -       0.00001011     0.00001452     0.00046079     -       (0.00021297)      -       0.00000428    -      -      

REV_SALES DISTPRI 0.13863181                      0.08051775        0.00537522     0.02024555    0.00029865     -      0.01974134     0.00347680     -       -       0.00065401     0.00819980     -       -       -         -       0.00012271    -      -      

REV_SALES DISTSEC 0.05853803                      0.03740801        0.00339080     0.00900066    -      -      0.00765244     -       -       -       0.00020907     -       -       -       -         -       0.00004116    0.00065009    0.00018579    

REV_SALES ENERGY 0.39617879                      0.13217692        0.00923202     0.03288171    0.00056346     0.00005945    0.03653897     0.00788912     0.00196349     0.00004346     0.00139094     0.02039982     0.02117020     0.00411327     0.10809418       0.01690479     0.00025260    0.00198540    0.00051897    

REV_SALES CUSTOMER 0.04326685                      0.02159108        0.00630331     0.00202318    0.00041457     0.00010121    0.00052103     0.00012645     0.00029519     0.00003122     0.00000382     0.00006581     0.00038102     0.00006872     0.00015317       0.00004049     0.00000294    0.00948553    0.00165809    

REV_SALES TOTAL 1.00000000                      0.41053053        0.03498410     0.10441034    0.00182696     0.00021708    0.10299344     0.01832918     0.00444196     0.00011931     0.00346998     0.04439163     0.04144967     0.00724158     0.18019319       0.02926934     0.00064982    0.01294401    0.00253786    

Production EPIS PRODUCTION 1,562,785,754                  734,427,704       32,171,380     121,172,296   2,169,961       227,171          131,217,934    25,546,856      7,558,392        149,211           4,585,398        63,527,972      67,316,475      14,787,771      309,021,190      47,592,590      713,215          488,611          111,628          

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTAL 1,562,785,754                  734,427,704       32,171,380     121,172,296   2,169,961       227,171          131,217,934    25,546,856      7,558,392        149,211           4,585,398        63,527,972      67,316,475      14,787,771      309,021,190      47,592,590      713,215          488,611          111,628          

RB_GUP_EPIS_P PRODUCTION 1.00000000                      0.46994779        0.02058592     0.07753609    0.00138852     0.00014536    0.08396412     0.01634700     0.00483649     0.00009548     0.00293412     0.04065047     0.04307467     0.00946244     0.19773740       0.03045369     0.00045637    0.00031265    0.00007143    

RB_GUP_EPIS_P BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_P SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_P DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_P DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_P ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_P CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_P TOTAL 1.00000000                      0.46994779        0.02058592     0.07753609    0.00138852     0.00014536    0.08396412     0.01634700     0.00483649     0.00009548     0.00293412     0.04065047     0.04307467     0.00946244     0.19773740       0.03045369     0.00045637    0.00031265    0.00007143    

Transmission EPIS PRODUCTION 11,074,145                       5,204,270          227,971          858,646          15,377            1,610              929,831           181,029           53,560            1,057              32,493            450,169           477,015           104,788           2,189,773          337,249           5,054              3,462              791                 

BULKTRAN 401,062,596                     188,478,479       8,256,242       31,096,825     556,884          58,300            33,674,869      6,556,170        1,939,734        38,293            1,176,765        16,303,382      17,275,637      3,795,032        79,305,075        12,213,835      183,035          125,394          28,647            

SUBTRAN 103,418,657                     47,143,353        2,011,202       7,595,968       137,082          19,318            8,369,093        1,631,836        636,086           -       282,715           4,046,669        5,837,657        -       25,661,087        -       46,591            -      -      

DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTAL 515,555,398                     240,826,102       10,495,416     39,551,440     709,342          79,227            42,973,793      8,369,034        2,629,380        39,350            1,491,973        20,800,221      23,590,309      3,899,820        107,155,934      12,551,084      234,680          128,856          29,438            

RB_GUP_EPIS_T PRODUCTION 0.02148003                      0.01009449        0.00044219     0.00166548    0.00002983     0.00000312    0.00180355     0.00035113     0.00010389     0.00000205     0.00006302     0.00087317     0.00092525     0.00020325     0.00424741       0.00065415     0.00000980    0.00000672    0.00000153    

RB_GUP_EPIS_T BULKTRAN 0.77792338                      0.36558337        0.01601427     0.06031714    0.00108016     0.00011308    0.06531765     0.01271671     0.00376242     0.00007427     0.00228252     0.03162295     0.03350879     0.00736106     0.15382455       0.02369064     0.00035502    0.00024322    0.00005557    

RB_GUP_EPIS_T SUBTRAN 0.20059659                      0.09144188        0.00390104     0.01473356    0.00026589     0.00003747    0.01623316     0.00316520     0.00123379     -       0.00054837     0.00784915     0.01132304     -       0.04977368       -       0.00009037    -      -      

RB_GUP_EPIS_T DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_T DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_T ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_T CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_T TOTAL 1.00000000                      0.46711974        0.02035749     0.07671618    0.00137588     0.00015367    0.08335436     0.01623305     0.00510009     0.00007633     0.00289391     0.04034527     0.04575708     0.00756431     0.20784563       0.02434478     0.00045520    0.00024994    0.00005710    

Distribution EPIS PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI 410,287,990                     276,449,686       11,704,110     42,282,722     757,363          -      46,147,866      8,987,151        -       -       1,674,901        22,020,200      -       -       -         -       263,991          -      -      

DISTSEC 202,781,578                     150,560,567       8,230,513       20,878,200     -      -      20,127,847      -       -       -       605,972           -       -       -       -         -       98,703            1,877,620       402,156          

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER 103,230,312                     45,630,505        12,170,606     3,714,589       1,247,917       313,705          1,299,845        382,465           771,525           57,630            10,403            203,981           1,002,983        288,147           518,665             115,259           5,620              32,056,390     3,440,078       

TOTAL 716,299,880                     472,640,758       32,105,228     66,875,511     2,005,280       313,705          67,575,559      9,369,615        771,525           57,630            2,291,277        22,224,182      1,002,983        288,147           518,665             115,259           368,313          33,934,010     3,842,234       

RB_GUP_EPIS_D PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_D BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_D SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_D DISTPRI 0.57278802                      0.38594127        0.01633968     0.05902936    0.00105733     -      0.06442534     0.01254663     -       -       0.00233827     0.03074159     -       -       -         -       0.00036855    -      -      

RB_GUP_EPIS_D DISTSEC 0.28309593                      0.21019209        0.01149032     0.02914729    -      -      0.02809975     -       -       -       0.00084598     -       -       -       -         -       0.00013780    0.00262128    0.00056144    

RB_GUP_EPIS_D ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_D CUSTOMER 0.14411605                      0.06370307        0.01699094     0.00518580    0.00174217     0.00043795    0.00181467     0.00053394     0.00107710     0.00008045     0.00001452     0.00028477     0.00140023     0.00040227     0.00072409       0.00016091     0.00000785    0.04475275    0.00480257    

RB_GUP_EPIS_D TOTAL 1.00000000                      0.65983643        0.04482093     0.09336245    0.00279950     0.00043795    0.09433976     0.01308058     0.00107710     0.00008045     0.00319877     0.03102637     0.00140023     0.00040227     0.00072409       0.00016091     0.00051419    0.04737403    0.00536400    
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

Gen & Int Plant PRODUCTION 24,041,251                       11,298,133        494,911          1,864,065       33,382            3,495              2,018,603        393,002           116,275           2,295              70,540            977,288           1,035,569        227,489           4,753,854          732,145           10,972            7,517              1,717              

BULKTRAN 1,044,718                         490,963             21,506            81,003            1,451              152                 87,719            17,078            5,053              100                 3,065              42,468            45,001            9,886              206,580             31,816            477                 327                 75                   

SUBTRAN 269,393                            122,803             5,239              19,787            357                 50                   21,800            4,251              1,657              -       736                 10,541            15,206            -       66,844               -       121                 -      -      

DISTPRI 15,159,221                       10,214,196        432,441          1,562,252       27,983            -      1,705,060        332,055           -       -       61,884            813,597           -       -       -         -       9,754              -      -      

DISTSEC 5,927,573                         4,401,084          240,589          610,297          -      -      588,364           -       -       -       17,713            -       -       -       -         -       2,885              54,885            11,756            

ENERGY 3,129,799                         1,112,148          70,172            247,713          4,449              474                 276,010           53,317            15,865            312                 11,038            157,314           161,142           30,797            828,838             135,736           1,902              18,538            4,034              

CUSTOMER 6,196,639                         4,376,790          720,507          225,487          33,531            8,157              47,707            11,568            19,981            1,480              390                 6,207              25,999            7,405              13,329               2,962              333                 572,089          122,719          

TOTAL 55,768,593                       32,016,116        1,985,365       4,610,604       101,152          12,327            4,745,262        811,271           158,830           4,187              165,366           2,007,416        1,282,917        275,576           5,869,445          902,659           26,444            653,356          140,300          

RB_GUP_EPIS_G PRODUCTION 0.43108943                      0.20258952        0.00887437     0.03342499    0.00059858     0.00006266    0.03619605     0.00704702     0.00208496     0.00004116     0.00126487     0.01752399     0.01856903     0.00407916     0.08524250       0.01312826     0.00019674    0.00013478    0.00003079    

RB_GUP_EPIS_G BULKTRAN 0.01873309                      0.00880357        0.00038564     0.00145249    0.00002601     0.00000272    0.00157291     0.00030623     0.00009060     0.00000179     0.00005497     0.00076151     0.00080692     0.00017726     0.00370423       0.00057049     0.00000855    0.00000586    0.00000134    

RB_GUP_EPIS_G SUBTRAN 0.00483055                      0.00220200        0.00009394     0.00035480    0.00000640     0.00000090    0.00039091     0.00007622     0.00002971     -       0.00001321     0.00018901     0.00027267     -       0.00119859       -       0.00000218    -      -      

RB_GUP_EPIS_G DISTPRI 0.27182362                      0.18315319        0.00775420     0.02801311    0.00050177     -      0.03057384     0.00595416     -       -       0.00110965     0.01458880     -       -       -         -       0.00017490    -      -      

RB_GUP_EPIS_G DISTSEC 0.10628873                      0.07891689        0.00431405     0.01094339    -      -      0.01055009     -       -       -       0.00031762     -       -       -       -         -       0.00005174    0.00098416    0.00021079    

RB_GUP_EPIS_G ENERGY 0.05612117                      0.01994219        0.00125828     0.00444180    0.00007978     0.00000850    0.00494919     0.00095604     0.00028447     0.00000559     0.00019793     0.00282084     0.00288947     0.00055223     0.01486209       0.00243392     0.00003411    0.00033241    0.00007233    

RB_GUP_EPIS_G CUSTOMER 0.11111342                      0.07848128        0.01291958     0.00404327    0.00060125     0.00014626    0.00085544     0.00020742     0.00035828     0.00002653     0.00000698     0.00011130     0.00046619     0.00013278     0.00023901       0.00005311     0.00000596    0.01025827    0.00220051    

RB_GUP_EPIS_G TOTAL 1.00000000                      0.57408864        0.03560006     0.08267384    0.00181379     0.00022104    0.08508842     0.01454710     0.00284802     0.00007507     0.00296522     0.03599546     0.02300429     0.00494142     0.10524643       0.01618579     0.00047417    0.01171547    0.00251576    

CWIP PRODUCTION 31,714,172                       14,904,005        652,865          2,458,993       44,036            4,610              2,662,853        518,432           153,385           3,028              93,053            1,289,196        1,366,077        300,094           6,271,078          965,813           14,474            9,916              2,265              

BULKTRAN 28,965,204                       13,612,134        596,275          2,245,849       40,219            4,210              2,432,038        473,494           140,090           2,766              84,987            1,177,449        1,247,666        274,082           5,727,504          882,097           13,219            9,056              2,069              

SUBTRAN 7,469,015                         3,404,747          145,251          548,590          9,900              1,395              604,426           117,853           45,939            -       20,418            292,255           421,602           -       1,853,273          -       3,365              -      -      

DISTPRI 5,361,880                         3,612,804          152,956          552,575          9,898              -      603,087           117,449           -       -       21,889            287,773           -       -       -         -       3,450              -      -      

DISTSEC 2,614,178                         1,940,966          106,104          269,153          -      -      259,480           -       -       -       7,812              -       -       -       -         -       1,272              24,206            5,184              

ENERGY 71,784                              25,508               1,609              5,681              102                 11                   6,330              1,223              364                 7                     253                 3,608              3,696              706                 19,010               3,113              44                   425                 93                   

CUSTOMER 1,403,718                         658,042             165,264          50,568            16,020            4,021              16,980            4,939              9,887              738                 136                 2,635              12,854            3,691              6,644                 1,477              76                   404,887          44,856            

TOTAL 77,599,950                       38,158,205        1,820,326       6,131,409       120,175          14,247            6,585,193        1,233,390        349,665           6,539              228,548           3,052,916        3,051,896        578,573           13,877,510        1,852,501        35,900            448,490          54,468            

RB_GUP_CWIP PRODUCTION 0.40868804                      0.19206204        0.00841322     0.03168807    0.00056747     0.00005941    0.03431513     0.00668082     0.00197661     0.00003902     0.00119914     0.01661336     0.01760410     0.00386719     0.08081291       0.01244606     0.00018651    0.00012778    0.00002919    

RB_GUP_CWIP BULKTRAN 0.37326318                      0.17541420        0.00768397     0.02894137    0.00051828     0.00005426    0.03134072     0.00610173     0.00180528     0.00003564     0.00109520     0.01517332     0.01607819     0.00353198     0.07380809       0.01136724     0.00017035    0.00011670    0.00002666    

RB_GUP_CWIP SUBTRAN 0.09625025                      0.04387564        0.00187180     0.00706946    0.00012758     0.00001798    0.00778899     0.00151873     0.00059200     -       0.00026312     0.00376618     0.00543302     -       0.02388240       -       0.00004336    -      -      

RB_GUP_CWIP DISTPRI 0.06909643                      0.04655678        0.00197108     0.00712082    0.00012755     -      0.00777174     0.00151352     -       -       0.00028207     0.00370841     -       -       -         -       0.00004446    -      -      

RB_GUP_CWIP DISTSEC 0.03368788                      0.02501246        0.00136733     0.00346847    -      -      0.00334382     -       -       -       0.00010067     -       -       -       -         -       0.00001640    0.00031193    0.00006681    

RB_GUP_CWIP ENERGY 0.00092505                      0.00032871        0.00002074     0.00007321    0.00000131     0.00000014    0.00008158     0.00001576     0.00000469     0.00000009     0.00000326     0.00004650     0.00004763     0.00000910     0.00024497       0.00004012     0.00000056    0.00000548    0.00000119    

RB_GUP_CWIP CUSTOMER 0.01808916                      0.00847993        0.00212969     0.00065165    0.00020644     0.00005182    0.00021881     0.00006365     0.00012741     0.00000951     0.00000175     0.00003396     0.00016564     0.00004757     0.00008562       0.00001903     0.00000098    0.00521762    0.00057805    

RB_GUP_CWIP TOTAL 1.00000000                      0.49172976        0.02345783     0.07901305    0.00154864     0.00018360    0.08486079     0.01589422     0.00450599     0.00008426     0.00294521     0.03934173     0.03932858     0.00745584     0.17883400       0.02387244     0.00046263    0.00577951    0.00070190    

T&D Plant PRODUCTION 11,074,145                       5,204,270          227,971          858,646          15,377            1,610              929,831           181,029           53,560            1,057              32,493            450,169           477,015           104,788           2,189,773          337,249           5,054              3,462              791                 

BULKTRAN 401,754,562                     188,803,667       8,270,487       31,150,478     557,845          58,400            33,732,969      6,567,481        1,943,080        38,359            1,178,795        16,331,511      17,305,444      3,801,580        79,441,902        12,234,908      183,350          125,610          28,697            

SUBTRAN 103,418,657                     47,143,353        2,011,202       7,595,968       137,082          19,318            8,369,093        1,631,836        636,086           -       282,715           4,046,669        5,837,657        -       25,661,087        -       46,591            -      -      

DISTPRI 410,287,990                     276,449,686       11,704,110     42,282,722     757,363          -      46,147,866      8,987,151        -       -       1,674,901        22,020,200      -       -       -         -       263,991          -      -      

DISTSEC 202,781,578                     150,560,567       8,230,513       20,878,200     -      -      20,127,847      -       -       -       605,972           -       -       -       -         -       98,703            1,877,620       402,156          

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER 103,230,312                     45,630,505        12,170,606     3,714,589       1,247,917       313,705          1,299,845        382,465           771,525           57,630            10,403            203,981           1,002,983        288,147           518,665             115,259           5,620              32,056,390     3,440,078       

TOTAL 1,232,547,244                  713,792,048       42,614,889     106,480,603   2,715,583       393,033          110,607,452    17,749,961      3,404,252        97,046            3,785,280        43,052,531      24,623,098      4,194,515        107,811,427      12,687,415      603,308          34,063,082     3,871,722       

TDPLANT PRODUCTION 0.00898476                      0.00422237        0.00018496     0.00069664    0.00001248     0.00000131    0.00075440     0.00014687     0.00004345     0.00000086     0.00002636     0.00036523     0.00038702     0.00008502     0.00177662       0.00027362     0.00000410    0.00000281    0.00000064    

TDPLANT BULKTRAN 0.32595470                      0.15318169        0.00671008     0.02527325    0.00045259     0.00004738    0.02736850     0.00532838     0.00157648     0.00003112     0.00095639     0.01325021     0.01404039     0.00308433     0.06445343       0.00992652     0.00014876    0.00010191    0.00002328    

TDPLANT SUBTRAN 0.08390644                      0.03824872        0.00163174     0.00616282    0.00011122     0.00001567    0.00679008     0.00132395     0.00051607     -       0.00022937     0.00328318     0.00473625     -       0.02081956       -       0.00003780    -      -      

TDPLANT DISTPRI 0.33287810                      0.22429135        0.00949587     0.03430515    0.00061447     -      0.03744105     0.00729153     -       -       0.00135889     0.01786560     -       -       -         -       0.00021418    -      -      

TDPLANT DISTSEC 0.16452236                      0.12215399        0.00667764     0.01693907    -      -      0.01633028     -       -       -       0.00049164     -       -       -       -         -       0.00008008    0.00152337    0.00032628    

TDPLANT ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TDPLANT CUSTOMER 0.08375364                      0.03702130        0.00987435     0.00301375    0.00101247     0.00025452    0.00105460     0.00031030     0.00062596     0.00004676     0.00000844     0.00016550     0.00081375     0.00023378     0.00042081       0.00009351     0.00000456    0.02600824    0.00279103    

TDPLANT TOTAL 1.00000000                      0.57911942        0.03457465     0.08639069    0.00220323     0.00031888    0.08973891     0.01440104     0.00276196     0.00007874     0.00307110     0.03492972     0.01997741     0.00340313     0.08747042       0.01029365     0.00048948    0.02763633    0.00314124    

Electric Plant in Service PRODUCTION 1,538,833,598                  723,171,441       31,678,303     119,315,139   2,136,703       223,689          129,206,812    25,155,310      7,442,548        146,924           4,515,120        62,554,306      66,284,743      14,561,125      304,284,953      46,863,158      702,284          481,122          109,917          

BULKTRAN 402,799,280                     189,294,630       8,291,993       31,231,481     559,295          58,552            33,820,688      6,584,559        1,948,133        38,458            1,181,861        16,373,979      17,350,444      3,811,465        79,648,482        12,266,724      183,827          125,937          28,772            

SUBTRAN 103,688,050                     47,266,156        2,016,441       7,615,755       137,439          19,368            8,390,893        1,636,087        637,743           -       283,451           4,057,210        5,852,863        -       25,727,931        -       46,712            -      -      

DISTPRI 425,447,211                     286,663,882       12,136,550     43,844,974     785,346          -      47,852,927      9,319,206        -       -       1,736,785        22,833,797      -       -       -         -       273,744          -      -      

DISTSEC 208,709,151                     154,961,651       8,471,102       21,488,497     -      -      20,716,210      -       -       -       623,686           -       -       -       -         -       101,588          1,932,505       413,912          

ENERGY 3,129,799                         1,112,148          70,172            247,713          4,449              474                 276,010           53,317            15,865            312                 11,038            157,314           161,142           30,797            828,838             135,736           1,902              18,538            4,034              

CUSTOMER 109,426,951                     50,007,295        12,891,113     3,940,076       1,281,448       321,861          1,347,552        394,032           791,506           59,109            10,793            210,188           1,028,981        295,552           531,994             118,221           5,952              32,628,479     3,562,797       

TOTAL 2,792,034,039                  1,452,477,202    75,555,674     227,683,636   4,904,680       623,945          241,611,092    43,142,511      10,835,794      244,804           8,362,733        106,186,795    90,678,174      18,698,939      411,022,198      59,383,839      1,316,011       35,186,581     4,119,431       

RB_GUP_EPIS PRODUCTION 0.55115145                      0.25901240        0.01134596     0.04273413    0.00076529     0.00008012    0.04627695     0.00900967     0.00266564     0.00005262     0.00161714     0.02240456     0.02374066     0.00521524     0.10898325       0.01678459     0.00025153    0.00017232    0.00003937    

RB_GUP_EPIS BULKTRAN 0.14426732                      0.06779811        0.00296988     0.01118592    0.00020032     0.00002097    0.01211328     0.00235834     0.00069775     0.00001377     0.00042330     0.00586453     0.00621427     0.00136512     0.02852705       0.00439347     0.00006584    0.00004511    0.00001030    

RB_GUP_EPIS SUBTRAN 0.03713710                      0.01692893        0.00072221     0.00272767    0.00004923     0.00000694    0.00300530     0.00058598     0.00022842     -       0.00010152     0.00145314     0.00209627     -       0.00921476       -       0.00001673    -      -      

RB_GUP_EPIS DISTPRI 0.15237895                      0.10267206        0.00434685     0.01570360    0.00028128     -      0.01713909     0.00333778     -       -       0.00062205     0.00817819     -       -       -         -       0.00009804    -      -      

RB_GUP_EPIS DISTSEC 0.07475165                      0.05550135        0.00303403     0.00769636    -      -      0.00741976     -       -       -       0.00022338     -       -       -       -         -       0.00003638    0.00069215    0.00014825    

RB_GUP_EPIS ENERGY 0.00112097                      0.00039833        0.00002513     0.00008872    0.00000159     0.00000017    0.00009886     0.00001910     0.00000568     0.00000011     0.00000395     0.00005634     0.00005771     0.00001103     0.00029686       0.00004862     0.00000068    0.00000664    0.00000144    

RB_GUP_EPIS CUSTOMER 0.03919256                      0.01791070        0.00461710     0.00141118    0.00045897     0.00011528    0.00048264     0.00014113     0.00028349     0.00002117     0.00000387     0.00007528     0.00036854     0.00010586     0.00019054       0.00004234     0.00000213    0.01168628    0.00127606    

RB_GUP_EPIS TOTAL 1.00000000                      0.52022188        0.02706116     0.08154759    0.00175667     0.00022347    0.08653587     0.01545200     0.00388097     0.00008768     0.00299521     0.03803206     0.03247746     0.00669725     0.14721246       0.02126902     0.00047134    0.01260249    0.00147542    

Gross Utility Plant PRODUCTION 1,538,833,598                  723,171,441       31,678,303     119,315,139   2,136,703       223,689          129,206,812    25,155,310      7,442,548        146,924           4,515,120        62,554,306      66,284,743      14,561,125      304,284,953      46,863,158      702,284          481,122          109,917          

BULKTRAN 402,799,280                     189,294,630       8,291,993       31,231,481     559,295          58,552            33,820,688      6,584,559        1,948,133        38,458            1,181,861        16,373,979      17,350,444      3,811,465        79,648,482        12,266,724      183,827          125,937          28,772            

SUBTRAN 103,688,050                     47,266,156        2,016,441       7,615,755       137,439          19,368            8,390,893        1,636,087        637,743           -       283,451           4,057,210        5,852,863        -       25,727,931        -       46,712            -      -      

DISTPRI 425,447,211                     286,663,882       12,136,550     43,844,974     785,346          -      47,852,927      9,319,206        -       -       1,736,785        22,833,797      -       -       -         -       273,744          -      -      

DISTSEC 208,709,151                     154,961,651       8,471,102       21,488,497     -      -      20,716,210      -       -       -       623,686           -       -       -       -         -       101,588          1,932,505       413,912          

ENERGY 3,129,799                         1,112,148          70,172            247,713          4,449              474                 276,010           53,317            15,865            312                 11,038            157,314           161,142           30,797            828,838             135,736           1,902              18,538            4,034              

CUSTOMER 109,426,951                     50,007,295        12,891,113     3,940,076       1,281,448       321,861          1,347,552        394,032           791,506           59,109            10,793            210,188           1,028,981        295,552           531,994             118,221           5,952              32,628,479     3,562,797       

TOTAL 2,792,034,039                  1,452,477,202    75,555,674     227,683,636   4,904,680       623,945          241,611,092    43,142,511      10,835,794      244,804           8,362,733        106,186,795    90,678,174      18,698,939      411,022,198      59,383,839      1,316,011       35,186,581     4,119,431       

RB_GUP PRODUCTION 0.55115145                      0.25901240        0.01134596     0.04273413    0.00076529     0.00008012    0.04627695     0.00900967     0.00266564     0.00005262     0.00161714     0.02240456     0.02374066     0.00521524     0.10898325       0.01678459     0.00025153    0.00017232    0.00003937    

RB_GUP BULKTRAN 0.14426732                      0.06779811        0.00296988     0.01118592    0.00020032     0.00002097    0.01211328     0.00235834     0.00069775     0.00001377     0.00042330     0.00586453     0.00621427     0.00136512     0.02852705       0.00439347     0.00006584    0.00004511    0.00001030    

RB_GUP SUBTRAN 0.03713710                      0.01692893        0.00072221     0.00272767    0.00004923     0.00000694    0.00300530     0.00058598     0.00022842     -       0.00010152     0.00145314     0.00209627     -       0.00921476       -       0.00001673    -      -      

RB_GUP DISTPRI 0.15237895                      0.10267206        0.00434685     0.01570360    0.00028128     -      0.01713909     0.00333778     -       -       0.00062205     0.00817819     -       -       -         -       0.00009804    -      -      

RB_GUP DISTSEC 0.07475165                      0.05550135        0.00303403     0.00769636    -      -      0.00741976     -       -       -       0.00022338     -       -       -       -         -       0.00003638    0.00069215    0.00014825    

RB_GUP ENERGY 0.00112097                      0.00039833        0.00002513     0.00008872    0.00000159     0.00000017    0.00009886     0.00001910     0.00000568     0.00000011     0.00000395     0.00005634     0.00005771     0.00001103     0.00029686       0.00004862     0.00000068    0.00000664    0.00000144    

RB_GUP CUSTOMER 0.03919256                      0.01791070        0.00461710     0.00141118    0.00045897     0.00011528    0.00048264     0.00014113     0.00028349     0.00002117     0.00000387     0.00007528     0.00036854     0.00010586     0.00019054       0.00004234     0.00000213    0.01168628    0.00127606    

RB_GUP TOTAL 1.00000000                      0.52022188        0.02706116     0.08154759    0.00175667     0.00022347    0.08653587     0.01545200     0.00388097     0.00008768     0.00299521     0.03803206     0.03247746     0.00669725     0.14721246       0.02126902     0.00047134    0.01260249    0.00147542    
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

Net EPIS PRODUCTION 435,482,125                     204,653,860       8,964,799       33,765,581     604,676          63,303            36,564,874      7,118,826        2,106,203        41,579            1,277,756        17,702,552      18,758,247      4,120,725        86,111,103        13,262,037      198,743          136,155          31,106            

BULKTRAN 276,497,133                     129,939,215       5,691,947       21,438,506     383,922          40,192            23,215,839      4,519,898        1,337,275        26,399            811,275           11,239,738      11,910,022      2,616,338        54,673,824        8,420,357        126,186          86,448            19,750            

SUBTRAN 71,372,976                       32,535,342        1,388,004       5,242,254       94,605            13,332            5,775,815        1,126,189        438,986           -       195,112           2,792,754        4,028,779        -       17,709,650        -       32,154            -      -      

DISTPRI 309,433,431                     208,494,465       8,827,075       31,889,034     571,193          -      34,804,072      6,777,983        -       -       1,263,187        16,607,325      -       -       -         -       199,098          -      -      

DISTSEC 151,810,755                     112,715,926       6,161,706       15,630,292     -      -      15,068,546      -       -       -       453,656           -       -       -       -         -       73,893            1,405,664       301,071          

ENERGY 2,248,730                         799,068             50,418            177,980          3,197              340                 198,310           38,308            11,399            224                 7,931              113,029           115,779           22,127            595,512             97,525            1,367              13,319            2,898              

CUSTOMER 79,566,660                       36,347,232        9,373,489       2,864,891       932,125          234,124          980,095           286,608           575,748           42,997            7,850              152,885           748,489           214,988           386,978             85,995            4,328              23,736,531     2,591,308       

TOTAL 1,326,411,811                  725,485,108       40,457,438     111,008,539   2,589,718       351,292          116,607,553    19,867,811      4,469,611        111,199           4,016,767        48,608,282      35,561,316      6,974,178        159,477,066      21,865,914      635,769          25,378,117     2,946,133       

NP PRODUCTION 0.32831593                      0.15429134        0.00675868     0.02545633    0.00045587     0.00004772    0.02756676     0.00536698     0.00158790     0.00003135     0.00096332     0.01334620     0.01414210     0.00310667     0.06492034       0.00999843     0.00014983    0.00010265    0.00002345    

NP BULKTRAN 0.20845497                      0.09796295        0.00429124     0.01616278    0.00028944     0.00003030    0.01750274     0.00340761     0.00100819     0.00001990     0.00061163     0.00847379     0.00897913     0.00197249     0.04121934       0.00634822     0.00009513    0.00006517    0.00001489    

NP SUBTRAN 0.05380906                      0.02452884        0.00104644     0.00395221    0.00007132     0.00001005    0.00435447     0.00084905     0.00033096     -       0.00014710     0.00210550     0.00303735     -       0.01335155       -       0.00002424    -      -      

NP DISTPRI 0.23328609                      0.15718683        0.00665485     0.02404158    0.00043063     -      0.02623927     0.00511001     -       -       0.00095233     0.01252049     -       -       -         -       0.00015010    -      -      

NP DISTSEC 0.11445220                      0.08497808        0.00464539     0.01178389    -      -      0.01136038     -       -       -       0.00034202     -       -       -       -         -       0.00005571    0.00105975    0.00022698    

NP ENERGY 0.00169535                      0.00060243        0.00003801     0.00013418    0.00000241     0.00000026    0.00014951     0.00002888     0.00000859     0.00000017     0.00000598     0.00008521     0.00008729     0.00001668     0.00044896       0.00007353     0.00000103    0.00001004    0.00000218    

NP CUSTOMER 0.05998639                      0.02740267        0.00706680     0.00215988    0.00070274     0.00017651    0.00073891     0.00021608     0.00043406     0.00003242     0.00000592     0.00011526     0.00056430     0.00016208     0.00029175       0.00006483     0.00000326    0.01789530    0.00195362    

NP TOTAL 1.00000000                      0.54695314        0.03050142     0.08369086    0.00195242     0.00026484    0.08791203     0.01497861     0.00336970     0.00008383     0.00302830     0.03664645     0.02681016     0.00525793     0.12023194       0.01648501     0.00047931    0.01913291    0.00222113    

Rate Base PRODUCTION 343,373,290                     158,043,405       6,871,872       26,489,788     253,544          18,384            29,435,549      5,667,206        1,607,429        13,254            1,042,848        14,220,448      14,987,341      3,127,440        70,493,688        10,805,026      162,609          108,095          25,364            

BULKTRAN 241,732,514                     112,794,873       4,922,888       18,700,951     277,793          26,940            20,441,267      3,932,018        1,159,410        17,964            719,691           9,893,514        10,465,143      2,248,398        48,451,336        7,474,396        111,847          76,562            17,527            

SUBTRAN 62,468,563                       28,259,368        1,201,193       4,575,492       68,540            8,950              5,088,312        980,279           380,827           -       173,176           2,459,601        3,541,981        -       15,702,328        -       28,515            -      -      

DISTPRI 256,459,691                     172,269,554       7,274,522       26,503,356     393,681          -      29,202,596      5,657,988        -       -       1,065,664        13,924,245      -       -       -         -       168,085          -      -      

DISTSEC 125,239,747                     92,779,117        5,058,088       12,940,130     -      -      12,594,464      -       -       -       381,317           -       -       -       -         -       62,146            1,171,474       253,011          

ENERGY 62,775,823                       22,157,602        1,412,478       4,987,091       87,669            9,334              5,571,635        1,141,118        309,497           6,230              218,873           3,163,003        3,232,884        632,898           16,721,444        2,664,154        38,258            342,120          79,537            

CUSTOMER 66,136,888                       30,510,455        7,751,874       2,390,708       636,482          148,057          818,800           237,512           470,217           27,646            6,596              127,350           621,195           174,922           324,045             71,941            3,666              19,638,926     2,176,496       

TOTAL 1,158,186,516                  616,814,372       34,492,915     96,587,516     1,717,708       211,664          103,152,623    17,616,122      3,927,380        65,094            3,608,164        43,788,162      32,848,544      6,183,658        151,692,839      21,015,516      575,126          21,337,177     2,551,935       

RATEBASE PRODUCTION 0.29647495                      0.13645765        0.00593330     0.02287178    0.00021891     0.00001587    0.02541521     0.00489317     0.00138788     0.00001144     0.00090041     0.01227820     0.01294035     0.00270029     0.06086557       0.00932926     0.00014040    0.00009333    0.00002190    

RATEBASE BULKTRAN 0.20871639                      0.09738921        0.00425051     0.01614675    0.00023985     0.00002326    0.01764937     0.00339498     0.00100106     0.00001551     0.00062139     0.00854225     0.00903580     0.00194131     0.04183379       0.00645353     0.00009657    0.00006611    0.00001513    

RATEBASE SUBTRAN 0.05393653                      0.02439967        0.00103713     0.00395057    0.00005918     0.00000773    0.00439334     0.00084639     0.00032881     -       0.00014952     0.00212367     0.00305821     -       0.01355769       -       0.00002462    -      -      

RATEBASE DISTPRI 0.22143212                      0.14874077        0.00628096     0.02288350    0.00033991     -      0.02521407     0.00488521     -       -       0.00092011     0.01202245     -       -       -         -       0.00014513    -      -      

RATEBASE DISTSEC 0.10813435                      0.08010723        0.00436725     0.01117275    -      -      0.01087430     -       -       -       0.00032924     -       -       -       -         -       0.00005366    0.00101147    0.00021845    

RATEBASE ENERGY 0.05420183                      0.01913129        0.00121956     0.00430595    0.00007569     0.00000806    0.00481065     0.00098526     0.00026723     0.00000538     0.00018898     0.00273100     0.00279133     0.00054646     0.01443761       0.00230028     0.00003303    0.00029539    0.00006867    

RATEBASE CUSTOMER 0.05710383                      0.02634330        0.00669311     0.00206418    0.00054955     0.00012783    0.00070697     0.00020507     0.00040599     0.00002387     0.00000570     0.00010996     0.00053635     0.00015103     0.00027979       0.00006211     0.00000317    0.01695662    0.00187923    

RATEBASE TOTAL 1.00000000                      0.53256912        0.02978183     0.08339548    0.00148310     0.00018275    0.08906391     0.01521009     0.00339097     0.00005620     0.00311536     0.03780752     0.02836205     0.00533909     0.13097445       0.01814519     0.00049657    0.01842292    0.00220339    

System Sales PRODUCTION (519,481)                           (244,129)            (10,694)           (40,279)           (721)                (76)                 (43,618)           (8,492)             (2,512)             (50)                  (1,524)             (21,117)           (22,376)           (4,916)             (102,721)            (15,820)           (237)               (162)               (37)                 

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ENERGY (219,455,800)                    (77,981,782)       (4,920,352)      (17,369,201)    (311,952)         (33,226)           (19,353,287)     (3,738,507)      (1,112,395)      (21,875)           (773,965)         (11,030,593)     (11,298,980)     (2,159,419)      (58,116,624)       (9,517,569)      (133,390)         (1,299,849)      (282,834)         

CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTAL (219,975,281)                    (78,225,911)       (4,931,046)      (17,409,479)    (312,673)         (33,301)           (19,396,905)     (3,746,999)      (1,114,908)      (21,924)           (775,490)         (11,051,710)     (11,321,356)     (2,164,335)      (58,219,345)       (9,533,389)      (133,627)         (1,300,011)      (282,872)         

EXP_OM_SS PRODUCTION 0.00236154                      0.00110980        0.00004861     0.00018310    0.00000328     0.00000034    0.00019828     0.00003860     0.00001142     0.00000023     0.00000693     0.00009600     0.00010172     0.00002235     0.00046697       0.00007192     0.00000108    0.00000074    0.00000017    

EXP_OM_SS BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_SS SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_SS DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_SS DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_SS ENERGY 0.99763846                      0.35450248        0.02236775     0.07895978    0.00141812     0.00015104    0.08797937     0.01699512     0.00505691     0.00009944     0.00351842     0.05014469     0.05136477     0.00981664     0.26419616       0.04326654     0.00060639    0.00590907    0.00128576    

EXP_OM_SS CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_SS TOTAL 1.00000000                      0.35561228        0.02241636     0.07914289    0.00142140     0.00015139    0.08817766     0.01703373     0.00506833     0.00009967     0.00352535     0.05024069     0.05146649     0.00983899     0.26466312       0.04333846     0.00060746    0.00590981    0.00128592    

CUST_451 TOTAL 1.00000000                      0.89529643        0.07229171     0.02502863    0.00036697     -      0.00042959     0.00007476     -       -       -       0.00010418     0.00001591     -       -         0.00001591     -      0.00637590    -      

RB_GUP_EPIS_D PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_D BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_D SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_D DISTPRI 0.57278802                      0.38594127        0.01633968     0.05902936    0.00105733     -      0.06442534     0.01254663     -       -       0.00233827     0.03074159     -       -       -         -       0.00036855    -      -      

RB_GUP_EPIS_D DISTSEC 0.28309593                      0.21019209        0.01149032     0.02914729    -      -      0.02809975     -       -       -       0.00084598     -       -       -       -         -       0.00013780    0.00262128    0.00056144    

RB_GUP_EPIS_D ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RB_GUP_EPIS_D CUSTOMER 0.14411605                      0.06370307        0.01699094     0.00518580    0.00174217     0.00043795    0.00181467     0.00053394     0.00107710     0.00008045     0.00001452     0.00028477     0.00140023     0.00040227     0.00072409       0.00016091     0.00000785    0.04475275    0.00480257    

RB_GUP_EPIS_D TOTAL 1.00000000                      0.65983643        0.04482093     0.09336245    0.00279950     0.00043795    0.09433976     0.01308058     0.00107710     0.00008045     0.00319877     0.03102637     0.00140023     0.00040227     0.00072409       0.00016091     0.00051419    0.04737403    0.00536400    

MISC_SERV_REV PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

MISC_SERV_REV BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

MISC_SERV_REV SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

MISC_SERV_REV DISTPRI 0.56644866                      0.52366287        0.02635428     0.01582461    0.00013860     -      0.00029337     0.00007171     -       -       -       0.00010322     -       -       -         -       -      -      -      

MISC_SERV_REV DISTSEC 0.31202559                      0.28519829        0.01853274     0.00781381    -      -      0.00012796     -       -       -       -       -       -       -       -         -       -      0.00035279    -      

MISC_SERV_REV ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

MISC_SERV_REV CUSTOMER 0.12152575                      0.08643526        0.02740469     0.00139021    0.00022837     -      0.00000826     0.00000305     -       -       -       0.00000096     0.00001591     -       -         0.00001591     -      0.00602312    -      

MISC_SERV_REV TOTAL 1.00000000                      0.89529643        0.07229171     0.02502863    0.00036697     -      0.00042959     0.00007476     -       -       -       0.00010418     0.00001591     -       -         0.00001591     -      0.00637590    -      
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

364 Poles PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI 103,620,433                     69,818,851        2,955,936       10,678,728     191,276          -      11,654,891      2,269,753        -       -       423,005           5,561,320        -       -       -         -       66,672            -      -      

DISTSEC 80,921,745                       60,082,499        3,284,457       8,331,627       -      -      8,032,192        -       -       -       241,819           -       -       -       -         -       39,388            749,280          160,484          

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTAL 184,542,178                     129,901,350       6,240,393       19,010,355     191,276          -      19,687,083      2,269,753        -       -       664,824           5,561,320        -       -       -         -       106,060          749,280          160,484          

365 Overhead Lines PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI 162,855,574                     109,731,148       4,645,711       16,783,277     300,620          -      18,317,468      3,567,269        -       -       664,818           8,740,476        -       -       -         -       104,786          -      -      

DISTSEC 25,503,868                       18,936,024        1,035,153       2,625,854       -      -      2,531,482        -       -       -       76,213            -       -       -       -         -       12,414            236,148          50,579            

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTAL 188,359,442                     128,667,172       5,680,864       19,409,131     300,620          -      20,848,951      3,567,269        -       -       741,032           8,740,476        -       -       -         -       117,200          236,148          50,579            

TOTOHLINES PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOHLINES BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOHLINES SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOHLINES DISTPRI 0.71460136                      0.48149429        0.02038513     0.07364410    0.00131910     -      0.08037605     0.01565298     -       -       0.00291719     0.03835273     -       -       -         -       0.00045979    -      -      

TOTOHLINES DISTSEC 0.28539864                      0.21190180        0.01158378     0.02938437    -      -      0.02832831     -       -       -       0.00085286     -       -       -       -         -       0.00013892    0.00264260    0.00056600    

TOTOHLINES ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOHLINES CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOHLINES TOTAL 1.00000000                      0.69339608        0.03196891     0.10302848    0.00131910     -      0.10870436     0.01565298     -       -       0.00377004     0.03835273     -       -       -         -       0.00059871    0.00264260    0.00056600    

366 Underground Conduit PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI 4,919,948                         3,315,032          140,349          507,031          9,082              -      553,380           107,769           -       -       20,084            264,054           -       -       -         -       3,166              -      -      

DISTSEC 1,841,937                         1,367,595          74,761            189,644          -      -      182,828           -       -       -       5,504              -       -       -       -         -       897                 17,055            3,653              

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTAL 6,761,885                         4,682,628          215,110          696,675          9,082              -      736,208           107,769           -       -       25,589            264,054           -       -       -         -       4,062              17,055            3,653              

367 Underground Lines PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI 7,341,028                         4,946,342          209,414          756,538          13,551            -      825,695           160,801           -       -       29,968            393,994           -       -       -         -       4,723              -      -      

DISTSEC 2,748,345                         2,040,582          111,550          282,967          -      -      272,797           -       -       -       8,213              -       -       -       -         -       1,338              25,448            5,451              

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTAL 10,089,373                       6,986,924          320,964          1,039,505       13,551            -      1,098,492        160,801           -       -       38,181            393,994           -       -       -         -       6,061              25,448            5,451              

TOTUGLINES PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTUGLINES BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTUGLINES SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTUGLINES DISTPRI 0.72760000                      0.49025269        0.02075593     0.07498369    0.00134310     -      0.08183810     0.01593771     -       -       0.00297025     0.03905037     -       -       -         -       0.00046816    -      -      

TOTUGLINES DISTSEC 0.27240000                      0.20225061        0.01105619     0.02804605    -      -      0.02703808     -       -       -       0.00081401     -       -       -       -         -       0.00013259    0.00252224    0.00054022    

TOTUGLINES ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTUGLINES CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTUGLINES TOTAL 1.00000000                      0.69250331        0.03181212     0.10302974    0.00134310     -      0.10887618     0.01593771     -       -       0.00378426     0.03905037     -       -       -         -       0.00060075    0.00252224    0.00054022    

Acct 581-589 PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

(Excluding Severance) BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI 4,303,952                         2,899,978          122,777          443,549          7,945              -      484,095           94,276            -       -       17,570            230,994           -       -       -         -       2,769              -      -      

DISTSEC 1,735,476                         1,288,550          70,440            178,683          -      -      172,261           -       -       -       5,186              -       -       -       -         -       845                 16,069            3,442              

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER 1,988,946                         839,884             328,282          100,738          53,229            13,362            49,334            16,356            32,864            2,455              395                 8,723              42,723            12,274            22,093               4,910              152                 290,362          170,811          

TOTAL 8,028,374                         5,028,412          521,499          722,970          61,173            13,362            705,690           110,632           32,864            2,455              23,151            239,717           42,723            12,274            22,093               4,910              3,766              306,432          174,253          

TOTOXEXP PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOXEXP BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOXEXP SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOXEXP DISTPRI 0.53609267                      0.36121615        0.01529289     0.05524767    0.00098959     -      0.06029797     0.01174284     -       -       0.00218847     0.02877215     -       -       -         -       0.00034494    -      -      

TOTOXEXP DISTSEC 0.21616776                      0.16049949        0.00877383     0.02225643    -      -      0.02145654     -       -       -       0.00064597     -       -       -       -         -       0.00010522    0.00200157    0.00042870    

TOTOXEXP ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOXEXP CUSTOMER 0.24773957                      0.10461445        0.04089024     0.01254772    0.00663006     0.00166440    0.00614495     0.00203733     0.00409342     0.00030576     0.00004923     0.00108657     0.00532145     0.00152880     0.00275184       0.00061152     0.00001888    0.03616703    0.02127591    

TOTOXEXP TOTAL 1.00000000                      0.62633010        0.06495696     0.09005182    0.00761965     0.00166440    0.08789946     0.01378016     0.00409342     0.00030576     0.00288367     0.02985873     0.00532145     0.00152880     0.00275184       0.00061152     0.00046904    0.03816859    0.02170462    

Acct 591-598 PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI 25,000,290                       16,845,051        713,173          2,576,435       46,149            -      2,811,952        547,619           -       -       102,058           1,341,768        -       -       -         -       16,086            -      -      

DISTSEC 9,718,683                         7,215,894          394,463          1,000,626       -      -      964,664           -       -       -       29,042            -       -       -       -         -       4,731              89,988            19,274            

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER 321,766                            33,950               19,801            6,099              4,039              1,015              3,586              1,238              2,497              187                 29                   660                 3,247              933                 1,679                 373                 9                    189,656          52,768            

TOTAL 35,040,739                       24,094,895        1,127,436       3,583,161       50,188            1,015              3,780,202        548,857           2,497              187                 131,129           1,342,429        3,247              933                 1,679                 373                 20,826            279,644          72,042            

TOTMXEXP PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTMXEXP BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTMXEXP SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTMXEXP DISTPRI 0.71346355                      0.48072763        0.02035267     0.07352684    0.00131700     -      0.08024807     0.01562806     -       -       0.00291254     0.03829166     -       -       -         -       0.00045906    -      -      

TOTMXEXP DISTSEC 0.27735383                      0.20592871        0.01125726     0.02855609    -      -      0.02752980     -       -       -       0.00082882     -       -       -       -         -       0.00013500    0.00256811    0.00055005    

TOTMXEXP ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTMXEXP CUSTOMER 0.00918263                      0.00096886        0.00056508     0.00017407    0.00011528     0.00002898    0.00010233     0.00003533     0.00007127     0.00000532     0.00000082     0.00001884     0.00009265     0.00002662     0.00004791       0.00001065     0.00000026    0.00541244    0.00150590    

TOTMXEXP TOTAL 1.00000000                      0.68762520        0.03217501     0.10225700    0.00143228     0.00002898    0.10788020     0.01566339     0.00007127     0.00000532     0.00374218     0.03831051     0.00009265     0.00002662     0.00004791       0.00001065     0.00059432    0.00798055    0.00205595    
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

Acct 560-574 PRODUCTION 10,874,895                       5,110,633          223,870          843,197          15,100            1,581              913,101           177,772           52,596            1,038              31,908            442,070           468,432           102,903           2,150,373          331,181           4,963              3,400              777                 

BULKTRAN 7,590,425                         3,567,103          156,256          588,532          10,539            1,103              637,323           124,081           36,711            725                 22,271            308,554           326,955           71,824            1,500,911          231,156           3,464              2,373              542                 

SUBTRAN 1,957,279                         892,225             38,064            143,760          2,594              366                 158,392           30,884            12,038            -       5,351              76,586            110,482           -       485,656             -       882                 -      -      

DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTAL 20,422,599                       9,569,961          418,189          1,575,488       28,234            3,050              1,708,816        332,736           101,346           1,763              59,530            827,210           905,870           174,727           4,136,941          562,337           9,309              5,773              1,319              

EXP_OM_TRAN PRODUCTION 0.53249320                      0.25024400        0.01096186     0.04128744    0.00073938     0.00007740    0.04471032     0.00870467     0.00257540     0.00005084     0.00156240     0.02164610     0.02293697     0.00503869     0.10529382       0.01621638     0.00024302    0.00016649    0.00003804    

EXP_OM_TRAN BULKTRAN 0.37166791                      0.17466451        0.00765113     0.02881768    0.00051607     0.00005403    0.03120677     0.00607565     0.00179757     0.00003549     0.00109052     0.01510847     0.01600947     0.00351689     0.07349265       0.01131866     0.00016962    0.00011620    0.00002655    

EXP_OM_TRAN SUBTRAN 0.09583889                      0.04368812        0.00186380     0.00703924    0.00012703     0.00001790    0.00775571     0.00151224     0.00058947     -       0.00026199     0.00375008     0.00540980     -       0.02378033       -       0.00004318    -      -      

EXP_OM_TRAN DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_TRAN DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_TRAN ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_TRAN CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_TRAN TOTAL 1.00000000                      0.46859663        0.02047678     0.07714436    0.00138248     0.00014933    0.08367280     0.01629256     0.00496243     0.00008633     0.00291491     0.04050465     0.04435624     0.00855557     0.20256680       0.02753504     0.00045581    0.00028269    0.00006458    

Acct 580-598 PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI 29,667,747                       19,989,957        846,319          3,057,445       54,765            -      3,336,932        649,857           -       -       121,111           1,592,271        -       -       -         -       19,089            -      -      

DISTSEC 11,600,711                       8,613,256          470,850          1,194,398       -      -      1,151,472        -       -       -       34,666            -       -       -       -         -       5,647              107,415          23,007            

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER 2,477,973                         944,457             375,688          115,308          61,744            15,502            57,068            18,970            38,124            2,848              457                 10,117            49,562            14,239            25,629               5,695              173                 504,446          237,945          

TOTAL 43,746,431                       29,547,670        1,692,858       4,367,152       116,509          15,502            4,545,473        668,827           38,124            2,848              156,235           1,602,388        49,562            14,239            25,629               5,695              24,909            611,860          260,952          

EXP_OM_DIST PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_DIST BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_DIST SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_DIST DISTPRI 0.67817526                      0.45695059        0.01934601     0.06989017    0.00125186     -      0.07627896     0.01485509     -       -       0.00276849     0.03639774     -       -       -         -       0.00043636    -      -      

EXP_OM_DIST DISTSEC 0.26518074                      0.19689048        0.01076317     0.02730276    -      -      0.02632151     -       -       -       0.00079244     -       -       -       -         -       0.00012907    0.00245539    0.00052591    

EXP_OM_DIST ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_DIST CUSTOMER 0.05664400                      0.02158935        0.00858785     0.00263583    0.00141141     0.00035435    0.00130452     0.00043363     0.00087149     0.00006510     0.00001045     0.00023127     0.00113293     0.00032548     0.00058586       0.00013019     0.00000397    0.01153113    0.00543919    

EXP_OM_DIST TOTAL 1.00000000                      0.67543042        0.03869704     0.09982875    0.00266327     0.00035435    0.10390499     0.01528872     0.00087149     0.00006510     0.00357138     0.03662901     0.00113293     0.00032548     0.00058586       0.00013019     0.00056940    0.01398652    0.00596509    

Acct 560-598 PRODUCTION 10,874,895                       5,110,633          223,870          843,197          15,100            1,581              913,101           177,772           52,596            1,038              31,908            442,070           468,432           102,903           2,150,373          331,181           4,963              3,400              777                 

BULKTRAN 7,590,425                         3,567,103          156,256          588,532          10,539            1,103              637,323           124,081           36,711            725                 22,271            308,554           326,955           71,824            1,500,911          231,156           3,464              2,373              542                 

SUBTRAN 1,957,279                         892,225             38,064            143,760          2,594              366                 158,392           30,884            12,038            -       5,351              76,586            110,482           -       485,656             -       882                 -      -      

DISTPRI 29,667,747                       19,989,957        846,319          3,057,445       54,765            -      3,336,932        649,857           -       -       121,111           1,592,271        -       -       -         -       19,089            -      -      

DISTSEC 11,600,711                       8,613,256          470,850          1,194,398       -      -      1,151,472        -       -       -       34,666            -       -       -       -         -       5,647              107,415          23,007            

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER 2,477,973                         944,457             375,688          115,308          61,744            15,502            57,068            18,970            38,124            2,848              457                 10,117            49,562            14,239            25,629               5,695              173                 504,446          237,945          

TOTAL 64,169,030                       39,117,631        2,111,047       5,942,640       144,743          18,551            6,254,289        1,001,563        139,470           4,611              215,765           2,429,599        955,431           188,966           4,162,570          568,033           34,218            617,634          262,270          

TDOMX PRODUCTION 0.16947264                      0.07964329        0.00348875     0.01314025    0.00023532     0.00002464    0.01422962     0.00277037     0.00081965     0.00001618     0.00049725     0.00688914     0.00729998     0.00160363     0.03351108       0.00516107     0.00007734    0.00005299    0.00001211    

TDOMX BULKTRAN 0.11828798                      0.05558917        0.00243507     0.00917159    0.00016425     0.00001719    0.00993195     0.00193365     0.00057210     0.00001129     0.00034707     0.00480846     0.00509522     0.00111929     0.02338996       0.00360231     0.00005398    0.00003698    0.00000845    

TDOMX SUBTRAN 0.03050193                      0.01390429        0.00059318     0.00224033    0.00004043     0.00000570    0.00246835     0.00048129     0.00018760     -       0.00008338     0.00119351     0.00172174     -       0.00756839       -       0.00001374    -      -      

TDOMX DISTPRI 0.46233747                      0.31152033        0.01318890     0.04764674    0.00085344     -      0.05200222     0.01012727     -       -       0.00188738     0.02481370     -       -       -         -       0.00029748    -      -      

TDOMX DISTSEC 0.18078364                      0.13422762        0.00733766     0.01861331    -      -      0.01794436     -       -       -       0.00054024     -       -       -       -         -       0.00008800    0.00167393    0.00035853    

TDOMX ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TDOMX CUSTOMER 0.03861634                      0.01471827        0.00585466     0.00179694    0.00096221     0.00024157    0.00088934     0.00029562     0.00059413     0.00004438     0.00000713     0.00015767     0.00077236     0.00022189     0.00039941       0.00008876     0.00000270    0.00786120    0.00370810    

TDOMX TOTAL 1.00000000                      0.60960297        0.03289822     0.09260916    0.00225564     0.00028910    0.09746584     0.01560820     0.00217348     0.00007185     0.00336245     0.03786248     0.01488929     0.00294481     0.06486883       0.00885213     0.00053325    0.00962511    0.00408718    

Acct 902-904 PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER 5,797,811                         4,960,525          616,391          197,685          2,371              282                 22,530            2,293              612                 30                   193                 1,286              836                 160                 289                    64                   284                 (9,294)             1,273              

TOTAL 5,797,811                         4,960,525          616,391          197,685          2,371              282                 22,530            2,293              612                 30                   193                 1,286              836                 160                 289                    64                   284                 (9,294)             1,273              

TOTOX234 PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOX234 BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOX234 SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOX234 DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOX234 DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOX234 ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTOX234 CUSTOMER 1.00000000                      0.85558580        0.10631437     0.03409641    0.00040902     0.00004864    0.00388589     0.00039557     0.00010559     0.00000512     0.00003335     0.00022185     0.00014419     0.00002762     0.00004986       0.00001112     0.00004905    (0.00160304)   0.00021957    

TOTOX234 TOTAL 1.00000000                      0.85558580        0.10631437     0.03409641    0.00040902     0.00004864    0.00388589     0.00039557     0.00010559     0.00000512     0.00003335     0.00022185     0.00014419     0.00002762     0.00004986       0.00001112     0.00004905    (0.00160304)   0.00021957    
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

Acct 901-905 PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER 6,109,997                         5,227,627          649,580          208,329          2,499              297                 23,743            2,417              645                 31                   204                 1,355              881                 169                 305                    68                   300                 (9,795)             1,342              

TOTAL 6,109,997                         5,227,627          649,580          208,329          2,499              297                 23,743            2,417              645                 31                   204                 1,355              881                 169                 305                    68                   300                 (9,795)             1,342              

EXP_OM_CUSTACCT PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTACCT BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTACCT SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTACCT DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTACCT DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTACCT ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTACCT CUSTOMER 1.00000000                      0.85558580        0.10631437     0.03409641    0.00040902     0.00004864    0.00388589     0.00039557     0.00010559     0.00000512     0.00003335     0.00022185     0.00014419     0.00002762     0.00004986       0.00001112     0.00004905    (0.00160304)   0.00021957    

EXP_OM_CUSTACCT TOTAL 1.00000000                      0.85558580        0.10631437     0.03409641    0.00040902     0.00004864    0.00388589     0.00039557     0.00010559     0.00000512     0.00003335     0.00022185     0.00014419     0.00002762     0.00004986       0.00001112     0.00004905    (0.00160304)   0.00021957    

A&G Regulatory

REVSALES TOTAL 1.00000000                      0.41967784        0.03420220     0.10222259    0.00187111     0.00022098    0.10034121     0.01479562     0.00478308     0.00012130     0.00356561     0.04391009     0.04126990     0.00653637     0.17723672       0.03164244     0.00064068    0.01438084    0.00258143    

RB_GUP PRODUCTION 0.55115145                      0.25901240        0.01134596     0.04273413    0.00076529     0.00008012    0.04627695     0.00900967     0.00266564     0.00005262     0.00161714     0.02240456     0.02374066     0.00521524     0.10898325       0.01678459     0.00025153    0.00017232    0.00003937    

BULKTRAN 0.14426732                      0.06779811        0.00296988     0.01118592    0.00020032     0.00002097    0.01211328     0.00235834     0.00069775     0.00001377     0.00042330     0.00586453     0.00621427     0.00136512     0.02852705       0.00439347     0.00006584    0.00004511    0.00001030    

SUBTRAN 0.03713710                      0.01692893        0.00072221     0.00272767    0.00004923     0.00000694    0.00300530     0.00058598     0.00022842     -       0.00010152     0.00145314     0.00209627     -       0.00921476       -       0.00001673    -      -      

DISTPRI 0.15237895                      0.10267206        0.00434685     0.01570360    0.00028128     -      0.01713909     0.00333778     -       -       0.00062205     0.00817819     -       -       -         -       0.00009804    -      -      

DISTSEC 0.07475165                      0.05550135        0.00303403     0.00769636    -      -      0.00741976     -       -       -       0.00022338     -       -       -       -         -       0.00003638    0.00069215    0.00014825    

ENERGY 0.00112097                      0.00039833        0.00002513     0.00008872    0.00000159     0.00000017    0.00009886     0.00001910     0.00000568     0.00000011     0.00000395     0.00005634     0.00005771     0.00001103     0.00029686       0.00004862     0.00000068    0.00000664    0.00000144    

CUSTOMER 0.03919256                      0.01791070        0.00461710     0.00141118    0.00045897     0.00011528    0.00048264     0.00014113     0.00028349     0.00002117     0.00000387     0.00007528     0.00036854     0.00010586     0.00019054       0.00004234     0.00000213    0.01168628    0.00127606    

TOTAL 1.00000000                      0.52022188        0.02706116     0.08154759    0.00175667     0.00022347    0.08653587     0.01545200     0.00388097     0.00008768     0.00299521     0.03803206     0.03247746     0.00669725     0.14721246       0.02126902     0.00047134    0.01260249    0.00147542    

EXP_OM_AG_REG PRODUCTION 0.56323941                      0.20895270        0.01433999     0.05356864    0.00081514     0.00007922    0.05365965     0.00862695     0.00328525     0.00007280     0.00192511     0.02586730     0.03016784     0.00508996     0.13121059       0.02497085     0.00034190    0.00019664    0.00006888    

EXP_OM_AG_REG BULKTRAN 0.14743142                      0.05469467        0.00375358     0.01402193    0.00021337     0.00002074    0.01404575     0.00225816     0.00085994     0.00001906     0.00050391     0.00677093     0.00789662     0.00133233     0.03434519       0.00653627     0.00008949    0.00005147    0.00001803    

EXP_OM_AG_REG SUBTRAN 0.03795495                      0.01365705        0.00091279     0.00341923    0.00005243     0.00000686    0.00348474     0.00056109     0.00028151     -       0.00012085     0.00167773     0.00266378     -       0.01109413       -       0.00002274    -      -      

EXP_OM_AG_REG DISTPRI 0.14169228                      0.08282848        0.00549392     0.01968498    0.00029961     -      0.01987334     0.00319600     -       -       0.00074051     0.00944217     -       -       -         -       0.00013327    -      -      

EXP_OM_AG_REG DISTSEC 0.06822485                      0.04477452        0.00383466     0.00964764    -      -      0.00860345     -       -       -       0.00026592     -       -       -       -         -       0.00004946    0.00078982    0.00025938    

EXP_OM_AG_REG ENERGY 0.00120088                      0.00032134        0.00003177     0.00011122    0.00000170     0.00000017    0.00011463     0.00001829     0.00000700     0.00000015     0.00000471     0.00006505     0.00007334     0.00001077     0.00035740       0.00007233     0.00000093    0.00000758    0.00000253    

EXP_OM_AG_REG CUSTOMER 0.04025622                      0.01444908        0.00583549     0.00176897    0.00048887     0.00011399    0.00055964     0.00013513     0.00034938     0.00002929     0.00000460     0.00008692     0.00046832     0.00010331     0.00022940       0.00006299     0.00000290    0.01333533    0.00223261    

EXP_OM_AG_REG TOTAL 1.00000000                      0.41967784        0.03420220     0.10222259    0.00187111     0.00022098    0.10034121     0.01479562     0.00478308     0.00012130     0.00356561     0.04391009     0.04126990     0.00653637     0.17723672       0.03164244     0.00064068    0.01438084    0.00258143    

Acct 907-916 PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER 5,025,154                         3,188,254          549,196          166,052          1,936              231                 17,428            1,729              461                 23                   138                 922                 599                 115                 207                    46                   254                 1,096,271       1,291              

TOTAL 5,025,154                         3,188,254          549,196          166,052          1,936              231                 17,428            1,729              461                 23                   138                 922                 599                 115                 207                    46                   254                 1,096,271       1,291              

EXP_OM_CUSTSERV PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTSERV BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTSERV SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTSERV DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTSERV DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTSERV ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

EXP_OM_CUSTSERV CUSTOMER 1.00000000                      0.63445897        0.10928934     0.03304416    0.00038535     0.00004588    0.00346819     0.00034407     0.00009175     0.00000459     0.00002753     0.00018350     0.00011928     0.00002294     0.00004129       0.00000918     0.00005046    0.21815663    0.00025690    

EXP_OM_CUSTSERV TOTAL 1.00000000                      0.63445897        0.10928934     0.03304416    0.00038535     0.00004588    0.00346819     0.00034407     0.00009175     0.00000459     0.00002753     0.00018350     0.00011928     0.00002294     0.00004129       0.00000918     0.00005046    0.21815663    0.00025690    

O&M Expense PRODUCTION 160,056,499                     75,203,233        3,295,647       12,412,812     222,251          23,266            13,440,713      2,616,288        774,262           15,287            469,698           6,507,169        6,895,966        1,514,461        31,654,481        4,876,410        73,068            50,048            11,440            

BULKTRAN (37,794,816)                      (17,765,507)       (777,848)         (2,929,767)      (52,477)           (5,494)             (3,172,961)      (617,873)         (182,755)         (3,607)             (110,875)         (1,536,168)      (1,627,584)      (357,648)         (7,472,055)         (1,150,442)      (17,243)           (11,815)           (2,698)             

SUBTRAN (9,745,850)                        (4,443,620)         (189,483)         (715,651)         (12,918)           (1,821)             (788,566)         (153,789)         (59,930)           -       (26,638)           (381,294)         (549,982)         -       (2,417,770)         -       (4,389)             -      -      

DISTPRI 33,598,642                       22,635,178        958,844          3,463,913       62,031            -      3,780,123        735,986           -       -       137,202           1,803,736        -       -       -         -       21,630            -      -      

DISTSEC 13,141,215                       9,755,465          533,663          1,353,711       -      -      1,304,872        -       -       -       39,287            -       -       -       -         -       6,401              121,721          26,095            

ENERGY 160,343,876                     56,976,826        3,595,023       12,690,692     227,925          24,276            14,140,349      2,731,514        812,764           15,982            565,493           8,059,428        8,255,525        1,577,764        42,462,524        6,953,952        97,461            949,726          206,651          

CUSTOMER 12,164,983                       8,561,594          1,427,581       447,317          73,747            18,015            100,078           25,075            44,176            3,276              817                 13,454            57,481            16,382            29,500               6,559              659                 1,067,365       271,906          

TOTAL 331,764,550                     150,923,170       8,843,427       26,723,028     520,560          58,242            28,804,608      5,337,201        1,388,518        30,938            1,074,983        14,466,326      13,031,406      2,750,960        64,256,681        10,686,478      177,587          2,177,044       513,395          

EXP_OM PRODUCTION 0.48244003                      0.22667652        0.00993369     0.03741452    0.00066990     0.00007013    0.04051281     0.00788598     0.00233377     0.00004608     0.00141576     0.01961382     0.02078572     0.00456487     0.09541249       0.01469840     0.00022024    0.00015085    0.00003448    

EXP_OM BULKTRAN (0.11392060)                     (0.05354854)      (0.00234458)   (0.00883086)   (0.00015817)   (0.00001656)   (0.00956389)    (0.00186238)    (0.00055086)    (0.00001087)    (0.00033420)    (0.00463030)    (0.00490584)    (0.00107802)    (0.02252216)      (0.00346765)    (0.00005197)   (0.00003561)   (0.00000813)   

EXP_OM SUBTRAN (0.02937580)                     (0.01339390)      (0.00057114)   (0.00215710)   (0.00003894)   (0.00000549)   (0.00237688)    (0.00046355)    (0.00018064)    -       (0.00008029)    (0.00114929)    (0.00165775)    -       (0.00728761)      -       (0.00001323)   -      -      

EXP_OM DISTPRI 0.10127255                      0.06822663        0.00289013     0.01044088    0.00018697     -      0.01139399     0.00221840     -       -       0.00041355     0.00543680     -       -       -         -       0.00006520    -      -      

EXP_OM DISTSEC 0.03961006                      0.02940479        0.00160856     0.00408034    -      -      0.00393313     -       -       -       0.00011842     -       -       -       -         -       0.00001929    0.00036689    0.00007866    

EXP_OM ENERGY 0.48330624                      0.17173874        0.01083607     0.03825210    0.00068701     0.00007317    0.04262164     0.00823329     0.00244982     0.00004817     0.00170450     0.02429261     0.02488369     0.00475568     0.12798994       0.02096050     0.00029376    0.00286265    0.00062289    

EXP_OM CUSTOMER 0.03666752                      0.02580623        0.00430299     0.00134830    0.00022229     0.00005430    0.00030165     0.00007558     0.00013315     0.00000987     0.00000246     0.00004055     0.00017326     0.00004938     0.00008892       0.00001977     0.00000199    0.00321724    0.00081957    

EXP_OM TOTAL 1.00000000                      0.45491048        0.02665573     0.08054817    0.00156906     0.00017555    0.08682244     0.01608732     0.00418525     0.00009325     0.00324020     0.04360419     0.03927908     0.00829190     0.19368157       0.03221103     0.00053528    0.00656202    0.00154747    

O&M Labor PRODUCTION 9,180,999                         4,314,590          188,999          711,859          12,748            1,335              770,875           150,082           44,404            877                 26,938            373,212           395,468           86,875            1,815,427          279,595           4,190              2,870              656                 

BULKTRAN 398,962                            187,492             8,213              30,934            554                 58                   33,499            6,522              1,930              38                   1,171              16,218            17,185            3,775              78,890               12,150            182                 125                 28                   

SUBTRAN 102,877                            46,896               2,001              7,556              136                 19                   8,325              1,623              633                 -       281                 4,025              5,807              -       25,527               -       46                   -      -      

DISTPRI 5,789,083                         3,900,651          165,143          596,601          10,686            -      651,137           126,807           -       -       23,633            310,701           -       -       -         -       3,725              -      -      

DISTSEC 2,263,653                         1,680,709          91,877            233,064          -      -      224,687           -       -       -       6,764              -       -       -       -         -       1,102              20,960            4,489              

ENERGY 1,195,224                         424,713             26,798            94,598            1,699              181                 105,404           20,361            6,058              119                 4,215              60,076            61,538            11,761            316,521             51,836            726                 7,079              1,540              

CUSTOMER 2,366,405                         1,671,432          275,151          86,110            12,805            3,115              18,219            4,418              7,630              565                 149                 2,370              9,929              2,828              5,090                 1,131              127                 218,472          46,865            

TOTAL 21,297,204                       12,226,483        758,182          1,760,722       38,629            4,708              1,812,146        309,812           60,655            1,599              63,151            766,603           489,927           105,238           2,241,455          344,712           10,099            249,507          53,579            

LABOR_M PRODUCTION 0.43108943                      0.20258952        0.00887437     0.03342499    0.00059858     0.00006266    0.03619605     0.00704702     0.00208496     0.00004116     0.00126487     0.01752399     0.01856903     0.00407916     0.08524250       0.01312826     0.00019674    0.00013478    0.00003079    

LABOR_M BULKTRAN 0.01873309                      0.00880357        0.00038564     0.00145249    0.00002601     0.00000272    0.00157291     0.00030623     0.00009060     0.00000179     0.00005497     0.00076151     0.00080692     0.00017726     0.00370423       0.00057049     0.00000855    0.00000586    0.00000134    

LABOR_M SUBTRAN 0.00483055                      0.00220200        0.00009394     0.00035480    0.00000640     0.00000090    0.00039091     0.00007622     0.00002971     -       0.00001321     0.00018901     0.00027267     -       0.00119859       -       0.00000218    -      -      

LABOR_M DISTPRI 0.27182362                      0.18315319        0.00775420     0.02801311    0.00050177     -      0.03057384     0.00595416     -       -       0.00110965     0.01458880     -       -       -         -       0.00017490    -      -      

LABOR_M DISTSEC 0.10628873                      0.07891689        0.00431405     0.01094339    -      -      0.01055009     -       -       -       0.00031762     -       -       -       -         -       0.00005174    0.00098416    0.00021079    

LABOR_M ENERGY 0.05612117                      0.01994219        0.00125828     0.00444180    0.00007978     0.00000850    0.00494919     0.00095604     0.00028447     0.00000559     0.00019793     0.00282084     0.00288947     0.00055223     0.01486209       0.00243392     0.00003411    0.00033241    0.00007233    

LABOR_M CUSTOMER 0.11111342                      0.07848128        0.01291958     0.00404327    0.00060125     0.00014626    0.00085544     0.00020742     0.00035828     0.00002653     0.00000698     0.00011130     0.00046619     0.00013278     0.00023901       0.00005311     0.00000596    0.01025827    0.00220051    

LABOR_M TOTAL 1.00000000                      0.57408864        0.03560006     0.08267384    0.00181379     0.00022104    0.08508842     0.01454710     0.00284802     0.00007507     0.00296522     0.03599546     0.02300429     0.00494142     0.10524643       0.01618579     0.00047417    0.01171547    0.00251576    
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

Production O&M Labor PRODUCTION 8,609,401                         4,045,969          177,232          667,539          11,954            1,251              722,881           140,738           41,639            822                 25,261            349,976           370,847           81,466            1,702,401          262,188           3,929              2,692              615                 

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ENERGY 1,195,224                         424,713             26,798            94,598            1,699              181                 105,404           20,361            6,058              119                 4,215              60,076            61,538            11,761            316,521             51,836            726                 7,079              1,540              

CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTAL 9,804,625                         4,470,682          204,030          762,137          13,653            1,432              828,285           161,099           47,698            941                 29,476            410,052           432,385           93,227            2,018,922          314,024           4,656              9,771              2,155              

LABOR_PROD PRODUCTION 0.87809590                      0.41265922        0.01807641     0.06808412    0.00121925     0.00012764    0.07372855     0.01435423     0.00424690     0.00008384     0.00257644     0.03569501     0.03782369     0.00830893     0.17363240       0.02674126     0.00040074    0.00027454    0.00006272    

LABOR_PROD BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

LABOR_PROD SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

LABOR_PROD DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

LABOR_PROD DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

LABOR_PROD ENERGY 0.12190410                      0.04331760        0.00273318     0.00964831    0.00017328     0.00001846    0.01075043     0.00207668     0.00061792     0.00001215     0.00042993     0.00612731     0.00627640     0.00119952     0.03228283       0.00528685     0.00007410    0.00072204    0.00015711    

LABOR_PROD CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

LABOR_PROD TOTAL 1.00000000                      0.45597682        0.02080959     0.07773243    0.00139254     0.00014610    0.08447899     0.01643091     0.00486482     0.00009599     0.00300636     0.04182232     0.04410009     0.00950845     0.20591523       0.03202811     0.00047484    0.00099658    0.00021983    

T&D O&M Labor PRODUCTION 571,598                            268,621             11,767            44,320            794                 83                   47,994            9,344              2,765              55                   1,677              23,236            24,621            5,409              113,026             17,407            261                 179                 41                   

BULKTRAN 398,962                            187,492             8,213              30,934            554                 58                   33,499            6,522              1,930              38                   1,171              16,218            17,185            3,775              78,890               12,150            182                 125                 28                   

SUBTRAN 102,877                            46,896               2,001              7,556              136                 19                   8,325              1,623              633                 -       281                 4,025              5,807              -       25,527               -       46                   -      -      

DISTPRI 5,789,083                         3,900,651          165,143          596,601          10,686            -      651,137           126,807           -       -       23,633            310,701           -       -       -         -       3,725              -      -      

DISTSEC 2,263,653                         1,680,709          91,877            233,064          -      -      224,687           -       -       -       6,764              -       -       -       -         -       1,102              20,960            4,489              

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER 483,528                            184,292             73,308            22,500            12,048            3,025              11,136            3,702              7,439              556                 89                   1,974              9,671              2,778              5,001                 1,111              34                   98,433            46,430            

TOTAL 9,609,702                         6,268,662          352,309          934,974          24,218            3,185              976,778           147,998           12,766            648                 33,615            356,154           57,285            11,962            222,444             30,669            5,350              119,696          50,989            

LABOR_TD PRODUCTION 0.05948139                      0.02795315        0.00122448     0.00461195    0.00008259     0.00000865    0.00499430     0.00097234     0.00028768     0.00000568     0.00017453     0.00241795     0.00256214     0.00056284     0.01176170       0.00181143     0.00002715    0.00001860    0.00000425    

LABOR_TD BULKTRAN 0.04151663                      0.01951065        0.00085466     0.00321904    0.00005765     0.00000603    0.00348591     0.00067867     0.00020079     0.00000396     0.00012181     0.00168767     0.00178832     0.00039285     0.00820939       0.00126433     0.00001895    0.00001298    0.00000297    

LABOR_TD SUBTRAN 0.01070555                      0.00488012        0.00020819     0.00078631    0.00001419     0.00000200    0.00086634     0.00016892     0.00006585     -       0.00002927     0.00041890     0.00060429     -       0.00265635       -       0.00000482    -      -      

LABOR_TD DISTPRI 0.60242066                      0.40590757        0.01718500     0.06208319    0.00111203     -      0.06775833     0.01319572     -       -       0.00245924     0.03233198     -       -       -         -       0.00038761    -      -      

LABOR_TD DISTSEC 0.23555910                      0.17489711        0.00956089     0.02425294    -      -      0.02338130     -       -       -       0.00070392     -       -       -       -         -       0.00011466    0.00218112    0.00046716    

LABOR_TD ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

LABOR_TD CUSTOMER 0.05031667                      0.01917775        0.00762856     0.00234140    0.00125375     0.00031477    0.00115880     0.00038519     0.00077414     0.00005782     0.00000928     0.00020544     0.00100638     0.00028912     0.00052042       0.00011565     0.00000352    0.01024306    0.00483161    

LABOR_TD TOTAL 1.00000000                      0.65232635        0.03666177     0.09729483    0.00252020     0.00033145    0.10164498     0.01540085     0.00132846     0.00006747     0.00349805     0.03706193     0.00596113     0.00124481     0.02314786       0.00319141     0.00055671    0.01245575    0.00530598    

Other Revenues PRODUCTION 1,241,067                         908,842             61,716            145,690          1,723              545                 52,266            7,963              3,398              232                 2,477              12,428            23,555            7,318              12,274               -       -      638                 -      

BULKTRAN (328,019)                           (197,271)            (748)                (8,025)             (323)                (17)                 (21,725)           (5,131)             (1,031)             31                   (760)                (11,828)           (10,712)           (3,461)             (57,892)              (8,898)             (133)               (71)                 (21)                 

SUBTRAN (84,081)                             (49,349)              (179)                (1,952)             (79)                  (6)                   (5,397)             (1,277)             (338)                -       (183)                (2,936)             (3,618)             -       (18,732)              -       (34)                 -      -      

DISTPRI 4,283,560                         2,940,080          140,688          459,390          7,720              -      434,739           82,772            -       -       16,174            199,686           -       -       -         -       2,310              -      -      

DISTSEC 2,872,880                         2,137,891          127,779          302,637          -      -      265,433           -       -       -       8,115              -       -       -       -         -       1,243              24,717            5,064              

ENERGY 1,335,164                         895,598             68,282            154,198          2,224              702                 67,263            11,306            4,263              292                 3,629              23,120            35,057            10,665            49,424               4,966              70                   3,955              148                 

CUSTOMER 434,110                            236,818             70,785            16,840            4,174              1,834              3,583              964                 2,197              325                 31                   490                 2,661              773                 1,132                 245                 12                   83,921            7,326              

TOTAL 9,754,682                         6,872,609          468,323          1,068,778       15,439            3,059              796,161           96,597            8,489              880                 29,484            220,960           46,943            15,295            (13,794)              (3,686)             3,467              113,160          12,516            

REV_OTHER PRODUCTION 0.12722787                      0.09316980        0.00632686     0.01493540    0.00017664     0.00005592    0.00535807     0.00081634     0.00034833     0.00002379     0.00025395     0.00127407     0.00241475     0.00075025     0.00125827       -       -      0.00006543    -      

REV_OTHER BULKTRAN (0.03362678)                     (0.02022324)      (0.00007671)   (0.00082270)   (0.00003312)   (0.00000177)   (0.00222718)    (0.00052604)    (0.00010568)    0.00000321     (0.00007791)    (0.00121259)    (0.00109811)    (0.00035484)    (0.00593481)      (0.00091218)    (0.00001367)   (0.00000730)   (0.00000214)   

REV_OTHER SUBTRAN (0.00861952)                     (0.00505903)      (0.00001837)   (0.00020014)   (0.00000814)   (0.00000058)   (0.00055331)    (0.00013092)    (0.00003463)    -       (0.00001871)    (0.00030095)    (0.00037091)    -       (0.00192033)      -       (0.00000348)   -      -      

REV_OTHER DISTPRI 0.43912859                      0.30140192        0.01442260     0.04709433    0.00079146     -      0.04456725     0.00848538     -       -       0.00165807     0.02047073     -       -       -         -       0.00023684    -      -      

REV_OTHER DISTSEC 0.29451295                      0.21916568        0.01309927     0.03102481    -      -      0.02721080     -       -       -       0.00083196     -       -       -       -         -       0.00012742    0.00253387    0.00051915    

REV_OTHER ENERGY 0.13687416                      0.09181215        0.00699994     0.01580760    0.00022800     0.00007198    0.00689544     0.00115900     0.00043702     0.00002998     0.00037201     0.00237018     0.00359388     0.00109336     0.00506672       0.00050914     0.00000714    0.00040550    0.00001513    

REV_OTHER CUSTOMER 0.04450272                      0.02427736        0.00725649     0.00172637    0.00042790     0.00018801    0.00036732     0.00009886     0.00022518     0.00003328     0.00000318     0.00005027     0.00027276     0.00007924     0.00011600       0.00002516     0.00000123    0.00860313    0.00075098    

REV_OTHER TOTAL 1.00000000                      0.70454464        0.04801008     0.10956566    0.00158274     0.00031356    0.08161840     0.00990262     0.00087022     0.00009026     0.00302255     0.02265171     0.00481237     0.00156801     (0.00141414)      (0.00037788)    0.00035547    0.01160062    0.00128312    

Total Revenues PRODUCTION 206,469,696                     85,237,287        5,534,336       20,401,815     294,412          30,535            20,400,692      4,050,235        1,075,527        20,118            652,807           8,788,094        10,157,524      1,890,903        40,835,070        6,432,175        117,360          455,149          95,656            

BULKTRAN (1,506,655)                        (5,394,304)         414,026          1,850,027       12,340            1,208              984,217           (172,996)         113,226           5,164              22,763            20,365            751,935           (171,860)         (428,965)            467,708           9,271              6,784              2,435              

SUBTRAN (423,227)                           (1,349,829)         101,102          452,924          3,054              403                 245,302           (43,018)           37,206            -       5,485              5,204              254,696           -       (138,122)            -       2,365              -      -      

DISTPRI 81,999,594                       48,077,773        3,153,997       11,808,905     175,139          -      11,501,599      2,031,841        -       -       382,805           4,796,436        -       -       -         -       71,100            -      -      

DISTSEC 35,688,893                       23,108,565        2,028,640       5,348,346       -      -      4,555,335        -       -       -       125,318           -       -       -       -         -       24,319            389,155          109,215          

ENERGY 223,430,251                     74,993,065        5,243,691       18,587,454     318,097          34,031            20,550,759      4,433,892        1,104,983        24,653            783,381           11,459,118      11,902,924      2,316,538        60,646,275        9,481,676        141,674          1,116,956       291,081          

CUSTOMER 24,689,205                       12,340,625        3,604,376       1,151,023       236,579          58,574            295,668           71,852            167,679           17,829            2,172              37,386            216,260           39,295            87,000               22,945            1,662              5,401,441       936,839          

TOTAL 570,347,757                     237,013,183       20,080,167     59,600,494     1,039,622       124,751          58,533,572      10,371,807      2,498,622        67,765            1,974,731        25,106,602      23,283,340      4,074,876        101,001,259      16,404,504      367,752          7,369,485       1,435,226       

REV PRODUCTION 0.36200668                      0.14944792        0.00970344     0.03577083    0.00051620     0.00005354    0.03576887     0.00710134     0.00188574     0.00003527     0.00114458     0.01540831     0.01780935     0.00331535     0.07159679       0.01127764     0.00020577    0.00079802    0.00016771    

REV BULKTRAN (0.00264164)                     (0.00945792)      0.00072592     0.00324368    0.00002164     0.00000212    0.00172564     (0.00030332)    0.00019852     0.00000905     0.00003991     0.00003571     0.00131838     (0.00030133)    (0.00075211)      0.00082004     0.00001625    0.00001189    0.00000427    

REV SUBTRAN (0.00074205)                     (0.00236668)      0.00017726     0.00079412    0.00000535     0.00000071    0.00043009     (0.00007542)    0.00006523     -       0.00000962     0.00000912     0.00044656     -       (0.00024217)      -       0.00000415    -      -      

REV DISTPRI 0.14377122                      0.08429554        0.00552995     0.02070475    0.00030707     -      0.02016594     0.00356246     -       -       0.00067118     0.00840967     -       -       -         -       0.00012466    -      -      

REV DISTSEC 0.06257392                      0.04051662        0.00355685     0.00937734    -      -      0.00798694     -       -       -       0.00021972     -       -       -       -         -       0.00004264    0.00068231    0.00019149    

REV ENERGY 0.39174389                      0.13148656        0.00919385     0.03258969    0.00055773     0.00005967    0.03603198     0.00777402     0.00193738     0.00004322     0.00137351     0.02009146     0.02086959     0.00406162     0.10633210       0.01662438     0.00024840    0.00195838    0.00051036    

REV CUSTOMER 0.04328799                      0.02163702        0.00631961     0.00201811    0.00041480     0.00010270    0.00051840     0.00012598     0.00029399     0.00003126     0.00000381     0.00006555     0.00037917     0.00006890     0.00015254       0.00004023     0.00000291    0.00947043    0.00164258    

REV TOTAL 1.00000000                      0.41555907        0.03520688     0.10449852    0.00182279     0.00021873    0.10262786     0.01818506     0.00438087     0.00011881     0.00346233     0.04401981     0.04082306     0.00714455     0.17708715       0.02876228     0.00064478    0.01292104    0.00251641    
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

PSC MAINT FEE PRODUCTION 977,071                            410,055             33,418            99,879            1,828              216                 98,040            14,456            4,673              119                 3,484              42,903            40,324            6,386              173,173             30,917            626                 14,051            2,522              

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTAL 977,071                            410,055             33,418            99,879            1,828              216                 98,040            14,456            4,673              119                 3,484              42,903            40,324            6,386              173,173             30,917            626                 14,051            2,522              

Intermediate Step PRODUCTION 1.00000000                      0.41967784        0.03420220     0.10222259    0.00187111     0.00022098    0.10034121     0.01479562     0.00478308     0.00012130     0.00356561     0.04391009     0.04126990     0.00653637     0.17723672       0.03164244     0.00064068    0.01438084    0.00258143    

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

TOTAL 1.00000000                      0.41967784        0.03420220     0.10222259    0.00187111     0.00022098    0.10034121     0.01479562     0.00478308     0.00012130     0.00356561     0.04391009     0.04126990     0.00653637     0.17723672       0.03164244     0.00064068    0.01438084    0.00258143    

RATEBASE PRODUCTION 0.29647495                      0.13645765        0.00593330     0.02287178    0.00021891     0.00001587    0.02541521     0.00489317     0.00138788     0.00001144     0.00090041     0.01227820     0.01294035     0.00270029     0.06086557       0.00932926     0.00014040    0.00009333    0.00002190    

BULKTRAN 0.20871639                      0.09738921        0.00425051     0.01614675    0.00023985     0.00002326    0.01764937     0.00339498     0.00100106     0.00001551     0.00062139     0.00854225     0.00903580     0.00194131     0.04183379       0.00645353     0.00009657    0.00006611    0.00001513    

SUBTRAN 0.05393653                      0.02439967        0.00103713     0.00395057    0.00005918     0.00000773    0.00439334     0.00084639     0.00032881     -       0.00014952     0.00212367     0.00305821     -       0.01355769       -       0.00002462    -      -      

DISTPRI 0.22143212                      0.14874077        0.00628096     0.02288350    0.00033991     -      0.02521407     0.00488521     -       -       0.00092011     0.01202245     -       -       -         -       0.00014513    -      -      

DISTSEC 0.10813435                      0.08010723        0.00436725     0.01117275    -      -      0.01087430     -       -       -       0.00032924     -       -       -       -         -       0.00005366    0.00101147    0.00021845    

ENERGY 0.05420183                      0.01913129        0.00121956     0.00430595    0.00007569     0.00000806    0.00481065     0.00098526     0.00026723     0.00000538     0.00018898     0.00273100     0.00279133     0.00054646     0.01443761       0.00230028     0.00003303    0.00029539    0.00006867    

CUSTOMER 0.05710383                      0.02634330        0.00669311     0.00206418    0.00054955     0.00012783    0.00070697     0.00020507     0.00040599     0.00002387     0.00000570     0.00010996     0.00053635     0.00015103     0.00027979       0.00006211     0.00000317    0.01695662    0.00187923    

TOTAL 1.00000000                      0.53256912        0.02978183     0.08339548    0.00148310     0.00018275    0.08906391     0.01521009     0.00339097     0.00005620     0.00311536     0.03780752     0.02836205     0.00533909     0.13097445       0.01814519     0.00049657    0.01842292    0.00220339    

EXP_OTHTAX_PSC PRODUCTION 0.31439089                      0.10753205        0.00681395     0.02803525    0.00027619     0.00001919    0.02863329     0.00475984     0.00195766     0.00002470     0.00103055     0.01426005     0.01882963     0.00330583     0.08236427       0.01626881     0.00018114    0.00007285    0.00002566    

EXP_OTHTAX_PSC BULKTRAN 0.22059642                      0.07674515        0.00488140     0.01979200    0.00030260     0.00002812    0.01988414     0.00330247     0.00141202     0.00003347     0.00071120     0.00992106     0.01314808     0.00237664     0.05661016       0.01125398     0.00012460    0.00005160    0.00001773    

EXP_OTHTAX_PSC SUBTRAN 0.05704768                      0.01922755        0.00119107     0.00484243    0.00007466     0.00000934    0.00494963     0.00082333     0.00046380     -       0.00017113     0.00246645     0.00445004     -       0.01834648       -       0.00003177    -      -      

EXP_OTHTAX_PSC DISTPRI 0.20126525                      0.11721146        0.00721321     0.02804961    0.00042884     -      0.02840668     0.00475209     -       -       0.00105310     0.01396302     -       -       -         -       0.00018724    -      -      

EXP_OTHTAX_PSC DISTSEC 0.09557978                      0.06312651        0.00501546     0.01369508    -      -      0.01225120     -       -       -       0.00037682     -       -       -       -         -       0.00006923    0.00078955    0.00025594    

EXP_OTHTAX_PSC ENERGY 0.06064753                      0.01507594        0.00140057     0.00527805    0.00009550     0.00000974    0.00541978     0.00095841     0.00037693     0.00001161     0.00021629     0.00317181     0.00406170     0.00066900     0.01953720       0.00401134     0.00004262    0.00023058    0.00008046    

EXP_OTHTAX_PSC CUSTOMER 0.05047244                      0.02075918        0.00768654     0.00253019    0.00069332     0.00015457    0.00079648     0.00019948     0.00057267     0.00005152     0.00000652     0.00012770     0.00078045     0.00018490     0.00037861       0.00010832     0.00000408    0.01323625    0.00220165    

EXP_OTHTAX_PSC TOTAL 1.00000000                      0.41967784        0.03420220     0.10222259    0.00187111     0.00022098    0.10034121     0.01479562     0.00478308     0.00012130     0.00356561     0.04391009     0.04126990     0.00653637     0.17723672       0.03164244     0.00064068    0.01438084    0.00258143    

AFUDC Offset PRODUCTION 3,128,143                         1,470,064          64,396            242,544          4,343              455                 262,652           51,136            15,129            299                 9,178              127,160           134,744           29,600            618,551             95,263            1,428              978                 223                 

BULKTRAN 1,514,512                         711,742             31,178            117,429          2,103              220                 127,165           24,758            7,325              145                 4,444              61,566            65,237            14,331            299,476             46,122            691                 474                 108                 

SUBTRAN 390,535                            178,025             7,595              28,684            518                 73                   31,604            6,162              2,402              -       1,068              15,281            22,044            -       96,903               -       176                 -      -      

DISTPRI 269,200                            181,385             7,679              27,743            497                 -      30,279            5,897              -       -       1,099              14,448            -       -       -         -       173                 -      -      

DISTSEC 132,132                            98,105               5,363              13,604            -      -      13,115            -       -       -       395                 -       -       -       -         -       64                   1,223              262                 

ENERGY 1,836                                652                    41                   145                 3                     0                    162                 31                   9                     0                     6                     92                   95                   18                   486                    80                   1                    11                   2                    

CUSTOMER 69,130                              31,518               8,144              2,489              811                 204                 853                 249                 501                 37                   7                     133                 652                 187                 337                    75                   4                    20,674            2,255              

TOTAL 5,505,487                         2,671,491          124,396          432,639          8,275              952                 465,829           88,233            25,367            481                 16,197            218,681           222,771           44,136            1,015,752          141,540           2,537              23,360            2,851              

AFUDC_OFF PRODUCTION 0.56818639                      0.26701793        0.01169664     0.04405495    0.00078894     0.00008259    0.04770727     0.00928814     0.00274803     0.00005425     0.00166713     0.02309704     0.02447444     0.00537643     0.11235170       0.01730337     0.00025931    0.00017765    0.00004058    

AFUDC_OFF BULKTRAN 0.27509146                      0.12927862        0.00566301     0.02132952    0.00038197     0.00003999    0.02309781     0.00449692     0.00133048     0.00002627     0.00080715     0.01118260     0.01184947     0.00260304     0.05439587       0.00837755     0.00012554    0.00008601    0.00001965    

AFUDC_OFF SUBTRAN 0.07093553                      0.03233593        0.00137950     0.00521012    0.00009403     0.00001325    0.00574042     0.00111929     0.00043630     -       0.00019392     0.00277564     0.00400409     -       0.01760111       -       0.00003196    -      -      

AFUDC_OFF DISTPRI 0.04889661                      0.03294625        0.00139485     0.00503910    0.00009026     -      0.00549973     0.00107106     -       -       0.00019961     0.00262429     -       -       -         -       0.00003146    -      -      

AFUDC_OFF DISTSEC 0.02400002                      0.01781945        0.00097411     0.00247102    -      -      0.00238221     -       -       -       0.00007172     -       -       -       -         -       0.00001168    0.00022222    0.00004760    

AFUDC_OFF ENERGY 0.00033351                      0.00011851        0.00000748     0.00002640    0.00000047     0.00000005    0.00002941     0.00000568     0.00000169     0.00000003     0.00000118     0.00001676     0.00001717     0.00000328     0.00008832       0.00001446     0.00000020    0.00000198    0.00000043    

AFUDC_OFF CUSTOMER 0.01255648                      0.00572481        0.00147931     0.00045209    0.00014738     0.00003702    0.00015488     0.00004531     0.00009104     0.00000680     0.00000124     0.00002417     0.00011835     0.00003399     0.00006119       0.00001360     0.00000068    0.00375511    0.00040951    

AFUDC_OFF TOTAL 1.00000000                      0.48524151        0.02259490     0.07858320    0.00150305     0.00017290    0.08461173     0.01602639     0.00460753     0.00008735     0.00294194     0.03972049     0.04046352     0.00801674     0.18449819       0.02570898     0.00046084    0.00424297    0.00051777    
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

RBASE 553,292,077                     232,204,424       18,923,805     56,558,951     1,035,270       122,264          55,517,995      8,186,301        2,646,442        67,113            1,972,823        24,295,105      22,834,308      3,616,522        98,063,673        17,507,511      354,484          7,956,803       1,428,283       521,694,557    

Initial RSALE 553,292,078 232,204,424 18,923,805 56,558,951 1,035,270 122,264 55,517,995 8,186,301 2,646,442 67,113 1,972,823 24,295,105 22,834,308 3,616,522 98,063,673 17,507,511 354,484 7,956,803 1,428,283 539,556,553    

Initial Other Revenue 9,607,185 5,347,943 555,565 1,312,753 -23,599 -845 1,419,480 1,911,204 -204,043 901 -48,657 228,741 -98,219 344,061 1,060,486 -1,350,369 3,599 -813,148 -38,667 10,124,028     

Initial Total Expense 485,021,545 211,916,612 15,158,967 44,953,836 827,270 97,347 46,331,866 8,941,352 1,955,507 50,696 1,610,554 21,307,132 18,939,638 3,750,717 88,914,524 13,998,042 287,683 4,974,931 1,004,869 549,680,581    

Net Operating Income 85,578,115                       25,635,756        4,320,404       12,917,868     184,400          24,072            10,605,610      1,156,153        486,892           17,318            313,612           3,216,714        3,796,450        209,866           10,209,635        2,159,100        70,400            2,168,724       384,747          

RATEBASE PRODUCTION 0.29647495                      0.13645765        0.00593330     0.02287178    0.00021891     0.00001587    0.02541521     0.00489317     0.00138788     0.00001144     0.00090041     0.01227820     0.01294035     0.00270029     0.06086557       0.00932926     0.00014040    0.00009333    0.00002190    

RATEBASE BULKTRAN 0.20871639                      0.09738921        0.00425051     0.01614675    0.00023985     0.00002326    0.01764937     0.00339498     0.00100106     0.00001551     0.00062139     0.00854225     0.00903580     0.00194131     0.04183379       0.00645353     0.00009657    0.00006611    0.00001513    

RATEBASE SUBTRAN 0.05393653                      0.02439967        0.00103713     0.00395057    0.00005918     0.00000773    0.00439334     0.00084639     0.00032881     -       0.00014952     0.00212367     0.00305821     -       0.01355769       -       0.00002462    -      -      

RATEBASE DISTPRI 0.22143212                      0.14874077        0.00628096     0.02288350    0.00033991     -      0.02521407     0.00488521     -       -       0.00092011     0.01202245     -       -       -         -       0.00014513    -      -      

RATEBASE DISTSEC 0.10813435                      0.08010723        0.00436725     0.01117275    -      -      0.01087430     -       -       -       0.00032924     -       -       -       -         -       0.00005366    0.00101147    0.00021845    

RATEBASE ENERGY 0.05420183                      0.01913129        0.00121956     0.00430595    0.00007569     0.00000806    0.00481065     0.00098526     0.00026723     0.00000538     0.00018898     0.00273100     0.00279133     0.00054646     0.01443761       0.00230028     0.00003303    0.00029539    0.00006867    

RATEBASE CUSTOMER 0.05710383                      0.02634330        0.00669311     0.00206418    0.00054955     0.00012783    0.00070697     0.00020507     0.00040599     0.00002387     0.00000570     0.00010996     0.00053635     0.00015103     0.00027979       0.00006211     0.00000317    0.01695662    0.00187923    

RATEBASE TOTAL 1.00000000                      0.53256912        0.02978183     0.08339548    0.00148310     0.00018275    0.08906391     0.01521009     0.00339097     0.00005620     0.00311536     0.03780752     0.02836205     0.00533909     0.13097445       0.01814519     0.00049657    0.01842292    0.00220339    

NOI - Functionalized PRODUCTION 23,465,481                       6,568,527          860,735          3,542,814       27,219            2,091              3,026,408        371,941           199,279           3,526              90,641            1,044,646        1,732,153        106,142           4,744,554          1,110,091        19,905            10,987            3,824              

BULKTRAN 16,474,955                       4,687,929          616,615          2,501,114       29,822            3,064              2,101,663        258,060           143,736           4,779              62,554            726,786           1,209,502        76,308            3,261,001          767,907           13,691            7,782              2,642              

SUBTRAN 4,245,403                         1,174,503          150,455          611,938          7,358              1,018              523,153           64,336            47,213            -       15,052            180,684           409,362           -       1,056,840          -       3,490              -      -      

DISTPRI 16,167,727                       7,159,788          911,169          3,544,628       42,263            -      3,002,457        371,336           -       -       92,625            1,022,886        -       -       -         -       20,575            -      -      

DISTSEC 7,713,101                         3,856,043          633,550          1,730,647       -      -      1,294,896        -       -       -       33,143            -       -       -       -         -       7,607              119,069          38,146            

ENERGY 4,560,137                         920,904             176,920          666,987          9,411              1,062              572,846           74,892            38,369            1,657              19,024            232,357           373,639           21,480            1,125,431          273,711           4,683              34,773            11,992            

CUSTOMER 5,250,913                         1,268,062          970,959          319,740          68,328            16,838            84,185            15,588            58,295            7,355              573                 9,355              71,794            5,937              21,810               7,391              449                 1,996,112       328,143          

TOTAL 77,877,718                       25,635,756        4,320,404       12,917,868     184,400          24,072            10,605,610      1,156,153        486,892           17,318            313,612           3,216,714        3,796,450        209,866           10,209,635        2,159,100        70,400            2,168,724       384,747          

Total Expenses PRODUCTION 171,454,311                     75,192,223        4,061,514       15,106,694     238,536          25,002            15,754,423      3,400,697        819,755           16,821            510,794           7,152,876        7,877,768        1,670,368        34,213,234        5,074,681        87,658            206,399          44,870            

BULKTRAN (18,118,815)                      (10,219,437)       (202,590)         (651,087)         (17,482)           (1,856)             (1,117,446)      (431,056)         (30,510)           385                 (39,790)           (706,421)         (457,567)         (248,168)         (3,689,965)         (300,199)         (4,420)             (998)               (207)               

SUBTRAN (4,702,964)                        (2,558,665)         (49,353)           (159,015)         (4,304)             (615)               (277,851)         (107,354)         (10,006)           -       (9,567)             (175,480)         (154,666)         -       (1,194,962)         -       (1,125)             -      -      

DISTPRI 67,167,810                       42,206,860        2,246,944       8,279,147       133,143          -      8,515,370        1,663,666        -       -       290,769           3,781,293        -       -       -         -       50,618            -      -      

DISTSEC 28,600,740                       19,859,105        1,397,985       3,625,041       -      -      3,267,517        -       -       -       92,388            -       -       -       -         -       16,747            270,746          71,210            

ENERGY 220,826,321                     76,028,368        5,066,772       17,920,468     308,686          32,970            19,977,913      4,359,000        1,066,614        22,996            764,357           11,226,761      11,529,286      2,295,058        59,520,844        9,207,966        136,991          1,082,182       279,089          

CUSTOMER 19,794,141                       11,408,157        2,637,696       832,589          168,690          41,846            211,940           56,399            109,656           10,494            1,603              28,102            144,819           33,460            65,373               15,594            1,216              3,416,602       609,906          

TOTAL 485,021,545                     211,916,612       15,158,967     44,953,836     827,270          97,347            46,331,866      8,941,352        1,955,507        50,696            1,610,554        21,307,132      18,939,638      3,750,717        88,914,524        13,998,042      287,683          4,974,931       1,004,869       

Total Revenue PRODUCTION 194,919,792                     81,760,751        4,922,249       18,649,508     265,755          27,092            18,780,831      3,772,638        1,019,033        20,347            601,436           8,197,522        9,609,920        1,776,510        38,957,788        6,184,772        107,562          217,385          48,694            

BULKTRAN (1,643,859)                        (5,531,508)         414,026          1,850,027       12,340            1,208              984,217           (172,996)         113,226           5,164              22,763            20,365            751,935           (171,860)         (428,965)            467,708           9,271              6,784              2,435              

SUBTRAN (457,561)                           (1,384,162)         101,102          452,924          3,054              403                 245,302           (43,018)           37,206            -       5,485              5,204              254,696           -       (138,122)            -       2,365              -      -      

DISTPRI 83,335,537                       49,366,648        3,158,113       11,823,775     175,406          -      11,517,827      2,035,001        -       -       383,394           4,804,180        -       -       -         -       71,193            -      -      

DISTSEC 36,313,841                       23,715,148        2,031,535       5,355,688       -      -      4,562,413        -       -       -       125,531           -       -       -       -         -       24,354            389,816          109,356          

ENERGY 225,386,458                     76,949,272        5,243,691       18,587,454     318,097          34,031            20,550,759      4,433,892        1,104,983        24,653            783,381           11,459,118      11,902,924      2,316,538        60,646,275        9,481,676        141,674          1,116,956       291,081          

CUSTOMER 25,045,055                       12,676,218        3,608,656       1,152,329       237,018          58,684            296,125           71,987            167,950           17,849            2,176              37,457            216,613           39,396            87,183               22,985            1,664              5,412,714       938,049          

0 TOTAL 562,899,263                     237,552,368       19,479,370     57,871,704     1,011,671       121,419          56,937,475      10,097,505      2,442,399        68,014            1,924,166        24,523,846      22,736,089      3,960,583        99,124,159        16,157,142      358,083          7,143,655       1,389,616       

Total Other Revenue PRODUCTION 1,241,067                         908,842             61,716            145,690          1,723              545                 52,266            7,963              3,398              232                 2,477              12,428            23,555            7,318              12,274               -       -      638                 -      

BULKTRAN (328,019)                           (197,271)            (748)                (8,025)             (323)                (17)                 (21,725)           (5,131)             (1,031)             31                   (760)                (11,828)           (10,712)           (3,461)             (57,892)              (8,898)             (133)               (71)                 (21)                 

SUBTRAN (84,081)                             (49,349)              (179)                (1,952)             (79)                  (6)                   (5,397)             (1,277)             (338)                -       (183)                (2,936)             (3,618)             -       (18,732)              -       (34)                 -      -      

DISTPRI 4,427,847                         3,037,300          144,804          474,260          7,987              -      450,968           85,933            -       -       16,763            207,429           -       -       -         -       2,403              -      -      

DISTSEC 2,944,193                         2,190,839          130,674          309,979          -      -      272,511           -       -       -       8,329              -       -       -       -         -       1,278              25,377            5,206              

ENERGY 1,335,164                         895,598             68,282            154,198          2,224              702                 67,263            11,306            4,263              292                 3,629              23,120            35,057            10,665            49,424               4,966              70                   3,955              148                 

CUSTOMER 470,413                            252,865             75,065            18,146            4,613              1,944              4,040              1,099              2,468              345                 35                   562                 3,013              874                 1,314                 286                 14                   95,194            8,535              

TOTAL 10,006,585                       7,038,824          479,614          1,092,296       16,144            3,169              819,926           99,892            8,760              901                 30,290            228,776           47,296            15,397            (13,612)              (3,646)             3,597              125,094          13,868            

Firm Sales Revenue PRODUCTION 193,678,725                     80,851,909        4,860,532       18,503,817     264,032          26,547            18,728,565      3,764,675        1,015,636        20,115            598,958           8,185,094        9,586,365        1,769,191        38,945,514        6,184,772        107,562          216,747          48,694            

BULKTRAN (1,315,841)                        (5,334,237)         414,774          1,858,052       12,663            1,225              1,005,943        (167,864)         114,257           5,133              23,523            32,193            762,647           (168,399)         (371,073)            476,606           9,404              6,855              2,456              

SUBTRAN (373,480)                           (1,334,813)         101,281          454,876          3,134              409                 250,700           (41,740)           37,544            -       5,668              8,140              258,314           -       (119,390)            -       2,399              -      -      

DISTPRI 78,907,690                       46,329,349        3,013,309       11,349,515     167,419          -      11,066,859      1,949,069        -       -       366,631           4,596,750        -       -       -         -       68,790            -      -      

DISTSEC 33,369,648                       21,524,309        1,900,861       5,045,708       -      -      4,289,902        -       -       -       117,203           -       -       -       -         -       23,076            364,438          104,150          

ENERGY 224,051,294                     76,053,674        5,175,409       18,433,256     315,873          33,329            20,483,496      4,422,587        1,100,720        24,361            779,752           11,435,998      11,867,867      2,305,872        60,596,851        9,476,710        141,604          1,113,000       290,933          

CUSTOMER 24,574,641                       12,423,353        3,533,591       1,134,182       232,405          56,740            292,085           70,888            165,482           17,504            2,141              36,895            213,599           38,522            85,869               22,699            1,650              5,317,520       929,514          

TOTAL 552,892,678                     230,513,544       18,999,757     56,779,408     995,526          118,250          56,117,549      9,997,613        2,433,639        67,113            1,893,876        24,295,070      22,688,793      3,945,186        99,137,771        16,160,788      354,486          7,018,561       1,375,748       

RSALE PRODUCTION 0.35030076                      0.14623436        0.00879110     0.03346729    0.00047755     0.00004801    0.03387378     0.00680905     0.00183695     0.00003638     0.00108332     0.01480413     0.01733856     0.00319988     0.07043955       0.01118621     0.00019454    0.00039202    0.00008807    

RSALE BULKTRAN (0.00237992)                     (0.00964787)      0.00075019     0.00336060    0.00002290     0.00000222    0.00181942     (0.00030361)    0.00020665     0.00000928     0.00004255     0.00005823     0.00137938     (0.00030458)    (0.00067115)      0.00086202     0.00001701    0.00001240    0.00000444    

RSALE SUBTRAN (0.00067550)                     (0.00241423)      0.00018318     0.00082272    0.00000567     0.00000074    0.00045343     (0.00007549)    0.00006790     -       0.00001025     0.00001472     0.00046720     -       (0.00021594)      -       0.00000434    -      -      

RSALE DISTPRI 0.14271792                      0.08379447        0.00545008     0.02052752    0.00030281     -      0.02001629     0.00352522     -       -       0.00066311     0.00831400     -       -       -         -       0.00012442    -      -      

RSALE DISTSEC 0.06035466                      0.03893036        0.00343803     0.00912602    -      -      0.00775901     -       -       -       0.00021198     -       -       -       -         -       0.00004174    0.00065915    0.00018837    

RSALE ENERGY 0.40523469                      0.13755594        0.00936060     0.03333966    0.00057131     0.00006028    0.03704787     0.00799900     0.00199084     0.00004406     0.00141031     0.02068394     0.02146505     0.00417056     0.10959966       0.01714023     0.00025611    0.00201305    0.00052620    

RSALE CUSTOMER 0.04444740                      0.02246974        0.00639110     0.00205136    0.00042034     0.00010262    0.00052828     0.00012821     0.00029930     0.00003166     0.00000387     0.00006673     0.00038633     0.00006967     0.00015531       0.00004106     0.00000298    0.00961764    0.00168118    

RSALE TOTAL 1.00000000                      0.41692276        0.03436428     0.10269517    0.00180058     0.00021388    0.10149809     0.01808238     0.00440165     0.00012139     0.00342540     0.04394175     0.04103652     0.00713554     0.17930744       0.02922952     0.00064115    0.01269426    0.00248827    
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

REVENUES 553,292,077                     232,204,424       18,923,805     56,558,951     1,035,270       122,264          55,517,995      8,186,301        2,646,442        67,113            1,972,823        24,295,105      22,834,308      3,616,522        98,063,673        17,507,511      354,484          7,956,803       1,428,283       

REVSALES PRODUCTION 1.00000000                      0.41967784        0.03420220     0.10222259    0.00187111     0.00022098    0.10034121     0.01479562     0.00478308     0.00012130     0.00356561     0.04391009     0.04126990     0.00653637     0.17723672       0.03164244     0.00064068    0.01438084    0.00258143    

REVSALES BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVSALES SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVSALES DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVSALES DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVSALES ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVSALES CUSTOMER -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVSALES TOTAL 1.00000000                      0.41967784        0.03420220     0.10222259    0.00187111     0.00022098    0.10034121     0.01479562     0.00478308     0.00012130     0.00356561     0.04391009     0.04126990     0.00653637     0.17723672       0.03164244     0.00064068    0.01438084    0.00258143    

O&M Expense w/ Adj PRODUCTION 111,487,020 51,119,133 2,335,813 8,794,947 146,160 15,402 9,622,625 2,371,320 473,700 10,757 309,782 4,577,408 4,805,882 1,173,293 22,585,332 3,064,325 51,420 22,354 7,367

BULKTRAN -37,803,272 -17,592,695 -782,645 -2,947,224 -50,145 -5,275 -3,216,175 -744,274 -166,181 -3,610 -106,129 -1,538,026 -1,618,381 -383,745 -7,555,578 -1,064,615 -17,259 -8,781 -2,534

SUBTRAN -9,767,426 -4,400,393 -190,651 -719,916 -12,344 -1,748 -799,307 -185,251 -54,495 0 -25,497 -381,756 -546,874 0 -2,444,801 0 -4,393 0 0

DISTPRI 38,520,325 25,523,518 1,123,359 4,057,572 69,504 0 4,455,861 1,007,705 0 0 153,987 2,103,587 0 0 0 0 25,232 0 0

DISTSEC 14,983,437 11,025,772 628,011 1,592,781 0 0 1,544,895 0 0 0 44,296 0 0 0 0 0 7,500 111,189 28,993

ENERGY 219,883,154 76,989,049 4,974,258 17,556,944 303,780 32,463 19,668,804 4,320,335 1,045,839 22,032 754,676 11,109,972 11,325,154 2,287,792 58,959,799 9,061,502 134,351 1,064,189 272,214

CUSTOMER 11,349,709 8,158,007 1,397,349 437,914 66,148 16,214 97,044 28,834 37,546 3,085 747 12,745 53,749 16,582 28,060 5,682 642 750,152 239,209

TOTAL 348,652,947 150,822,391 9,485,494 28,773,018 523,104 57,056 31,373,746 6,798,669 1,336,409 32,265 1,131,861 15,883,930 14,019,530 3,093,922 71,572,812 11,066,894 197,493 1,939,103 545,249

EXP_OM PRODUCTION 0.31976503                      0.14661896        0.00669954     0.02522551    0.00041921     0.00004417    0.02759944     0.00680138     0.00135866     0.00003085     0.00088851     0.01312884     0.01378414     0.00336522     0.06477884       0.00878904     0.00014748    0.00006411    0.00002113    

EXP_OM BULKTRAN (0.10842665)                     (0.05045905)      (0.00224477)   (0.00845317)   (0.00014382)   (0.00001513)   (0.00922458)    (0.00213471)    (0.00047664)    (0.00001035)    (0.00030440)    (0.00441134)    (0.00464181)    (0.00110065)    (0.02167077)      (0.00305351)    (0.00004950)   (0.00002519)   (0.00000727)   

EXP_OM SUBTRAN (0.02801475)                     (0.01262113)      (0.00054682)   (0.00206485)   (0.00003540)   (0.00000501)   (0.00229256)    (0.00053133)    (0.00015630)    -       (0.00007313)    (0.00109494)    (0.00156853)    -       (0.00701213)      -       (0.00001260)   -      -      

EXP_OM DISTPRI 0.11048329                      0.07320609        0.00322200     0.01163785    0.00019935     -      0.01278022     0.00289028     -       -       0.00044166     0.00603347     -       -       -         -       0.00007237    -      -      

EXP_OM DISTSEC 0.04297522                      0.03162392        0.00180125     0.00456839    -      -      0.00443104     -       -       -       0.00012705     -       -       -       -         -       0.00002151    0.00031891    0.00008316    

EXP_OM ENERGY 0.63066484                      0.22081858        0.01426708     0.05035651    0.00087130     0.00009311    0.05641370     0.01239151     0.00299966     0.00006319     0.00216455     0.03186542     0.03248260     0.00656180     0.16910742       0.02599003     0.00038534    0.00305229    0.00078076    

EXP_OM CUSTOMER 0.03255303                      0.02339865        0.00400785     0.00125602    0.00018972     0.00004650    0.00027834     0.00008270     0.00010769     0.00000885     0.00000214     0.00003656     0.00015416     0.00004756     0.00008048       0.00001630     0.00000184    0.00215157    0.00068610    

EXP_OM TOTAL 1.00000000                      0.43258602        0.02720612     0.08252624    0.00150036     0.00016365    0.08998560     0.01949982     0.00383306     0.00009254     0.00324638     0.04555800     0.04021056     0.00887393     0.20528383       0.03174186     0.00056645    0.00556170    0.00156387    

Calculation of CUST_DEP_2 Allocator

CUST_DEP PRODUCTION -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

BULKTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

SUBTRAN -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTPRI -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

DISTSEC -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

ENERGY -                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

CUSTOMER 1.00000000                      0.72944254        0.04391236     0.08643739    0.02180074     0.00367576    0.03714454     0.01517663     0.00616385     0.00136968     -       0.01769325     0.01920157     0.01309038     -         -       -      0.00489131    -      

TOTAL 1.00000000                      0.72944254        0.04391236     0.08643739    0.02180074     0.00367576    0.03714454     0.01517663     0.00616385     0.00136968     -       0.01769325     0.01920157     0.01309038     -         -       -      0.00489131    -      

RB_GUP PRODUCTION 0.55115145                      0.25901240        0.01134596     0.04273413    0.00076529     0.00008012    0.04627695     0.00900967     0.00266564     0.00005262     0.00161714     0.02240456     0.02374066     0.00521524     0.10898325       0.01678459     0.00025153    0.00017232    0.00003937    

BULKTRAN 0.14426732                      0.06779811        0.00296988     0.01118592    0.00020032     0.00002097    0.01211328     0.00235834     0.00069775     0.00001377     0.00042330     0.00586453     0.00621427     0.00136512     0.02852705       0.00439347     0.00006584    0.00004511    0.00001030    

SUBTRAN 0.03713710                      0.01692893        0.00072221     0.00272767    0.00004923     0.00000694    0.00300530     0.00058598     0.00022842     -       0.00010152     0.00145314     0.00209627     -       0.00921476       -       0.00001673    -      -      

DISTPRI 0.15237895                      0.10267206        0.00434685     0.01570360    0.00028128     -      0.01713909     0.00333778     -       -       0.00062205     0.00817819     -       -       -         -       0.00009804    -      -      

DISTSEC 0.07475165                      0.05550135        0.00303403     0.00769636    -      -      0.00741976     -       -       -       0.00022338     -       -       -       -         -       0.00003638    0.00069215    0.00014825    

ENERGY 0.00112097                      0.00039833        0.00002513     0.00008872    0.00000159     0.00000017    0.00009886     0.00001910     0.00000568     0.00000011     0.00000395     0.00005634     0.00005771     0.00001103     0.00029686       0.00004862     0.00000068    0.00000664    0.00000144    

CUSTOMER 0.03919256                      0.01791070        0.00461710     0.00141118    0.00045897     0.00011528    0.00048264     0.00014113     0.00028349     0.00002117     0.00000387     0.00007528     0.00036854     0.00010586     0.00019054       0.00004234     0.00000213    0.01168628    0.00127606    

TOTAL 1.00000000                      0.52022188        0.02706116     0.08154759    0.00175667     0.00022347    0.08653587     0.01545200     0.00388097     0.00008768     0.00299521     0.03803206     0.03247746     0.00669725     0.14721246       0.02126902     0.00047134    0.01260249    0.00147542    

CUST_DEP_FXNL PRODUCTION 0.50619222                      0.36318092        0.01841118     0.04529657    0.00949740     0.00131779    0.01986386     0.00884911     0.00423363     0.00082204     -       0.01042304     0.01403614     0.01019366     -         -       -      0.00006688    -      

CUST_DEP_FXNL BULKTRAN 0.13249897                      0.09506487        0.00481924     0.01185666    0.00248600     0.00034494    0.00519949     0.00231631     0.00110818     0.00021517     -       0.00272830     0.00367405     0.00266825     -         -       -      0.00001751    -      

CUST_DEP_FXNL SUBTRAN 0.03266922                      0.02373734        0.00117194     0.00289123    0.00061090     0.00011410    0.00128999     0.00057554     0.00036277     -       -       0.00067603     0.00123937     -       -         -       -      -      -      

CUST_DEP_FXNL DISTPRI 0.18559366                      0.14396428        0.00705367     0.01664522    0.00349077     -      0.00735676     0.00327830     -       -       -       0.00380466     -       -       -         -       -      -      -      

CUST_DEP_FXNL DISTSEC 0.09435732                      0.07782265        0.00492334     0.00815785    -      -      0.00318485     -       -       -       -       -       -       -       -         -       -      0.00026864    -      

CUST_DEP_FXNL ENERGY 0.00087235                      0.00055853        0.00004078     0.00009404    0.00001978     0.00000279    0.00004243     0.00001876     0.00000902     0.00000175     -       0.00002621     0.00003412     0.00002156     -         -       -      0.00000258    -      

CUST_DEP_FXNL CUSTOMER 0.04781626                      0.02511396        0.00749221     0.00149580    0.00569589     0.00189614    0.00020717     0.00013861     0.00045024     0.00033072     -       0.00003502     0.00021789     0.00020690     -         -       -      0.00453570    -      

CUST_DEP_FXNL TOTAL 1.00000000                      0.72944254        0.04391236     0.08643739    0.02180074     0.00367576    0.03714454     0.01517663     0.00616385     0.00136968     -       0.01769325     0.01920157     0.01309038     -         -       -      0.00489131    -      

REVYEC_EXP_OM allocator is the basis to allocate the O&M portion of the Customer Annualization (Year End Customer) Adjustment.  It is spread to the functions within each tariff class using total O&M.

REVYEC Total TOTAL 1.00000000                      4.23355166        (0.19016430)   (0.55197020)   0.09950877     0.01005002    (1.50113670)    (4.53508245)    0.53280655     -       0.19766301     0.00008763     0.36433468     (0.82289523)    (2.68927797)      3.37186594     (0.00000501)   2.34912945    0.13153414    

EXP_OM PRODUCTION 0.48244003                      0.22667652        0.00993369     0.03741452    0.00066990     0.00007013    0.04051281     0.00788598     0.00233377     0.00004608     0.00141576     0.01961382     0.02078572     0.00456487     0.09541249       0.01469840     0.00022024    0.00015085    0.00003448    

BULKTRAN (0.11392060)                     (0.05354854)      (0.00234458)   (0.00883086)   (0.00015817)   (0.00001656)   (0.00956389)    (0.00186238)    (0.00055086)    (0.00001087)    (0.00033420)    (0.00463030)    (0.00490584)    (0.00107802)    (0.02252216)      (0.00346765)    (0.00005197)   (0.00003561)   (0.00000813)   

SUBTRAN (0.02937580)                     (0.01339390)      (0.00057114)   (0.00215710)   (0.00003894)   (0.00000549)   (0.00237688)    (0.00046355)    (0.00018064)    -       (0.00008029)    (0.00114929)    (0.00165775)    -       (0.00728761)      -       (0.00001323)   -      -      

DISTPRI 0.10127255                      0.06822663        0.00289013     0.01044088    0.00018697     -      0.01139399     0.00221840     -       -       0.00041355     0.00543680     -       -       -         -       0.00006520    -      -      

DISTSEC 0.03961006                      0.02940479        0.00160856     0.00408034    -      -      0.00393313     -       -       -       0.00011842     -       -       -       -         -       0.00001929    0.00036689    0.00007866    

ENERGY 0.48330624                      0.17173874        0.01083607     0.03825210    0.00068701     0.00007317    0.04262164     0.00823329     0.00244982     0.00004817     0.00170450     0.02429261     0.02488369     0.00475568     0.12798994       0.02096050     0.00029376    0.00286265    0.00062289    

CUSTOMER 0.03666752                      0.02580623        0.00430299     0.00134830    0.00022229     0.00005430    0.00030165     0.00007558     0.00013315     0.00000987     0.00000246     0.00004055     0.00017326     0.00004938     0.00008892       0.00001977     0.00000199    0.00321724    0.00081957    

TOTAL 1.00000000                      0.45491048        0.02665573     0.08054817    0.00156906     0.00017555    0.08682244     0.01608732     0.00418525     0.00009325     0.00324020     0.04360419     0.03927908     0.00829190     0.19368157       0.03221103     0.00053528    0.00656202    0.00154747    

REVYEC_EXP_OM PRODUCTION (0.70072779)                     2.10952880        (0.07086782)   (0.25638944)   0.04248480     0.00401464    (0.70045554)    (2.22309022)    0.29710226     -       0.08636593     0.00003942     0.19279881     (0.45302114)    (1.32480698)      1.53863589     (0.00000206)   0.05400380    0.00293107    

REVYEC_EXP_OM BULKTRAN 0.16553377                      (0.49834092)      0.01672643     0.06051499    (0.01003127)   (0.00094805)   0.16535716     0.52501357     (0.07012723)    -       (0.02038725)    (0.00000931)    (0.04550432)    0.10698337     0.31272129       (0.36299485)    0.00000049    (0.01274918)   (0.00069114)   

REVYEC_EXP_OM SUBTRAN 0.12111271                      (0.12464816)      0.00407453     0.01478193    (0.00246929)   (0.00031414)   0.04109570     0.13067652     (0.02299647)    -       (0.00489799)    (0.00000231)    (0.01537652)    -       0.10118880       -       0.00000012    -      -      

REVYEC_EXP_OM DISTPRI (0.24250515)                     0.63494025        (0.02061846)   (0.07154791)   0.01185766     -      (0.19699910)    (0.62537596)    -       -       0.02522805     0.00001093     -       -       -         -       (0.00000061)   -      -      

REVYEC_EXP_OM DISTSEC 0.31146337                      0.27365093        (0.01147559)   (0.02796121)   -      -      (0.06800272)    -       -       -       0.00722384     -       -       -       -         -       (0.00000018)   0.13134266    0.00668565    

REVYEC_EXP_OM ENERGY (0.08182657)                     1.59825916        (0.07730544)   (0.26212911)   0.04356956     0.00418903    (0.73691669)    (2.32099969)    0.31187658     -       0.10398023     0.00004882     0.23080964     (0.47195707)    (1.77714642)      2.19415532     (0.00000275)   1.02479722    0.05294502    

REVYEC_EXP_OM CUSTOMER 1.42694966                      0.24016160        (0.03069793)   (0.00923944)   0.01409730     0.00310855    (0.00521551)    (0.02130668)    0.01695140     -       0.00015020     0.00000008     0.00160708     (0.00490039)    (0.00123466)      0.00206958     (0.00000002)   1.15173495    0.06966355    

REVYEC_EXP_OM TOTAL 1.00000000                      4.23355166        (0.19016430)   (0.55197020)   0.09950877     0.01005002    (1.50113670)    (4.53508245)    0.53280655     -       0.19766301     0.00008763     0.36433468     (0.82289523)    (2.68927797)      3.37186594     (0.00000501)   2.34912945    0.13153414    
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KENTUCKY POWER COMPANY

COST-OF-SERVICE STUDY

TWELVE MONTHS ENDING 

SEPTEMBER 30, 2014

ALLOCATOR FUNCTION Total RS SGS MGS-SEC MGS-PRI MGS-SUB LGS-SEC LGS-PRI LGS-SUB LGS-TRA QP-SEC QP-PRI QP-SUB QP-TRA CIP-TOD-SUB CIP-TOD-TRA MW OL SL

REVSALES_FXNL allocator is the spreading of the REVSALES allocator to all functions within each tariff class.  It is spread using the RSALE allocator as a basis.

REVSALES TOTAL 1.00000000                      0.41967784        0.03420220     0.10222259    0.00187111     0.00022098    0.10034121     0.01479562     0.00478308     0.00012130     0.00356561     0.04391009     0.04126990     0.00653637     0.17723672       0.03164244     0.00064068    0.01438084    0.00258143    

RSALE PRODUCTION 0.35030076                      0.14623436        0.00879110     0.03346729    0.00047755     0.00004801    0.03387378     0.00680905     0.00183695     0.00003638     0.00108332     0.01480413     0.01733856     0.00319988     0.07043955       0.01118621     0.00019454    0.00039202    0.00008807    

BULKTRAN (0.00237992)                     (0.00964787)      0.00075019     0.00336060    0.00002290     0.00000222    0.00181942     (0.00030361)    0.00020665     0.00000928     0.00004255     0.00005823     0.00137938     (0.00030458)    (0.00067115)      0.00086202     0.00001701    0.00001240    0.00000444    

SUBTRAN (0.00067550)                     (0.00241423)      0.00018318     0.00082272    0.00000567     0.00000074    0.00045343     (0.00007549)    0.00006790     -       0.00001025     0.00001472     0.00046720     -       (0.00021594)      -       0.00000434    -      -      

DISTPRI 0.14271792                      0.08379447        0.00545008     0.02052752    0.00030281     -      0.02001629     0.00352522     -       -       0.00066311     0.00831400     -       -       -         -       0.00012442    -      -      

DISTSEC 0.06035466                      0.03893036        0.00343803     0.00912602    -      -      0.00775901     -       -       -       0.00021198     -       -       -       -         -       0.00004174    0.00065915    0.00018837    

ENERGY 0.40523469                      0.13755594        0.00936060     0.03333966    0.00057131     0.00006028    0.03704787     0.00799900     0.00199084     0.00004406     0.00141031     0.02068394     0.02146505     0.00417056     0.10959966       0.01714023     0.00025611    0.00201305    0.00052620    

CUSTOMER 0.04444740                      0.02246974        0.00639110     0.00205136    0.00042034     0.00010262    0.00052828     0.00012821     0.00029930     0.00003166     0.00000387     0.00006673     0.00038633     0.00006967     0.00015531       0.00004106     0.00000298    0.00961764    0.00168118    

TOTAL 1.00000000                      0.41692276        0.03436428     0.10269517    0.00180058     0.00021388    0.10149809     0.01808238     0.00440165     0.00012139     0.00342540     0.04394175     0.04103652     0.00713554     0.17930744       0.02922952     0.00064115    0.01269426    0.00248827    

REVSALES_FXNL PRODUCTION 0.34965613                      0.14720070        0.00874963     0.03331328    0.00049625     0.00004961    0.03348768     0.00557140     0.00199613     0.00003635     0.00112766     0.01479346     0.01743717     0.00293119     0.06962609       0.01210964     0.00019440    0.00044411    0.00009137    

REVSALES_FXNL BULKTRAN (0.00229353)                     (0.00971162)      0.00074665     0.00334514    0.00002380     0.00000229    0.00179868     (0.00024843)    0.00022456     0.00000928     0.00004429     0.00005818     0.00138722     (0.00027900)    (0.00066340)      0.00093318     0.00001700    0.00001405    0.00000461    

REVSALES_FXNL SUBTRAN (0.00067586)                     (0.00243019)      0.00018232     0.00081893    0.00000589     0.00000076    0.00044826     (0.00006177)    0.00007379     -       0.00001067     0.00001471     0.00046986     -       (0.00021344)      -       0.00000434    -      -      

REVSALES_FXNL DISTPRI 0.14231549                      0.08434819        0.00542437     0.02043306    0.00031467     -      0.01978814     0.00288446     -       -       0.00069026     0.00830801     -       -       -         -       0.00012433    -      -      

REVSALES_FXNL DISTSEC 0.06056854                      0.03918761        0.00342181     0.00908402    -      -      0.00767058     -       -       -       0.00022066     -       -       -       -         -       0.00004171    0.00074672    0.00019543    

REVSALES_FXNL ENERGY 0.40451767                      0.13846493        0.00931645     0.03318624    0.00059369     0.00006228    0.03662560     0.00654506     0.00216336     0.00004403     0.00146804     0.02066904     0.02158712     0.00382036     0.10833396       0.01855517     0.00025593    0.00228051    0.00054590    

REVSALES_FXNL CUSTOMER 0.04591156                      0.02261822        0.00636095     0.00204192    0.00043681     0.00010603    0.00052226     0.00010491     0.00032524     0.00003164     0.00000403     0.00006668     0.00038853     0.00006382     0.00015351       0.00004444     0.00000298    0.01089545    0.00174412    

REVSALES_FXNL TOTAL 1.00000000                      0.41967784        0.03420220     0.10222259    0.00187111     0.00022098    0.10034121     0.01479562     0.00478308     0.00012130     0.00356561     0.04391009     0.04126990     0.00653637     0.17723672       0.03164244     0.00064068    0.01438084    0.00258143    

-                        -         -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

REVYEC_FXNL is a spreading of the REVYEC allocator to each function within the tariff classes using the RSALE allocator.

REVYEC TOTAL 1.00000000                      4.23355166        (0.19016430)   (0.55197020)   0.09950877     0.01005002    (1.50113670)    (4.53508245)    0.53280655     -       0.19766301     0.00008763     0.36433468     (0.82289523)    (2.68927797)      3.37186594     (0.00000501)   2.34912945    0.13153414    

RSALE PRODUCTION 0.35030076                      0.14623436        0.00879110     0.03346729    0.00047755     0.00004801    0.03387378     0.00680905     0.00183695     0.00003638     0.00108332     0.01480413     0.01733856     0.00319988     0.07043955       0.01118621     0.00019454    0.00039202    0.00008807    

BULKTRAN (0.00237992)                     (0.00964787)      0.00075019     0.00336060    0.00002290     0.00000222    0.00181942     (0.00030361)    0.00020665     0.00000928     0.00004255     0.00005823     0.00137938     (0.00030458)    (0.00067115)      0.00086202     0.00001701    0.00001240    0.00000444    

SUBTRAN (0.00067550)                     (0.00241423)      0.00018318     0.00082272    0.00000567     0.00000074    0.00045343     (0.00007549)    0.00006790     -       0.00001025     0.00001472     0.00046720     -       (0.00021594)      -       0.00000434    -      -      

DISTPRI 0.14271792                      0.08379447        0.00545008     0.02052752    0.00030281     -      0.02001629     0.00352522     -       -       0.00066311     0.00831400     -       -       -         -       0.00012442    -      -      

DISTSEC 0.06035466                      0.03893036        0.00343803     0.00912602    -      -      0.00775901     -       -       -       0.00021198     -       -       -       -         -       0.00004174    0.00065915    0.00018837    

ENERGY 0.40523469                      0.13755594        0.00936060     0.03333966    0.00057131     0.00006028    0.03704787     0.00799900     0.00199084     0.00004406     0.00141031     0.02068394     0.02146505     0.00417056     0.10959966       0.01714023     0.00025611    0.00201305    0.00052620    

CUSTOMER 0.04444740                      0.02246974        0.00639110     0.00205136    0.00042034     0.00010262    0.00052828     0.00012821     0.00029930     0.00003166     0.00000387     0.00006673     0.00038633     0.00006967     0.00015531       0.00004106     0.00000298    0.00961764    0.00168118    

TOTAL 1.00000000                      0.41692276        0.03436428     0.10269517    0.00180058     0.00021388    0.10149809     0.01808238     0.00440165     0.00012139     0.00342540     0.04394175     0.04103652     0.00713554     0.17930744       0.02922952     0.00064115    0.01269426    0.00248827    

REVYEC_FXNL PRODUCTION (0.54270748)                     1.48490508        (0.04864797)   (0.17988134)   0.02639156     0.00225622    (0.50098652)    (1.70771860)    0.22235726     -       0.06251300     0.00002952     0.15393703     (0.36902159)    (1.05646224)      1.29042117     (0.00000152)   0.07254583    0.00465564    

REVYEC_FXNL BULKTRAN 0.11730396                      (0.09796721)      (0.00415138)   (0.01806270)   0.00126577     0.00010413    (0.02690883)    0.07614610     0.02501477     -       0.00245509     0.00000012     0.01224652     0.03512504     0.01006597       0.09944150     (0.00000013)   0.00229436    0.00023485    

REVYEC_FXNL SUBTRAN (0.00117675)                     (0.02451482)      (0.00101370)   (0.00442199)   0.00031322     0.00003473    (0.00670618)    0.01893418     0.00821965     -       0.00059152     0.00000003     0.00414799     -       0.00323865       -       (0.00000003)   -      -      

REVYEC_FXNL DISTPRI (0.41477046)                     0.85087274        (0.03015953)   (0.11033215)   0.01673451     -      (0.29603696)    (0.88412980)    -       -       0.03826512     0.00001658     -       -       -         -       (0.00000097)   -      -      

REVYEC_FXNL DISTSEC 0.35664757                      0.39530985        (0.01902529)   (0.04905089)   -      -      (0.11475429)    -       -       -       0.01223240     -       -       -       -         -       (0.00000033)   0.12197839    0.00995773    

REVYEC_FXNL ENERGY (0.58806379)                     1.39678195        (0.05179951)   (0.17919539)   0.03157342     0.00283263    (0.54793069)    (2.00615846)    0.24098515     -       0.08138239     0.00004125     0.19057319     (0.48096367)    (1.64379101)      1.97726719     (0.00000200)   0.37252387    0.02781590    

REVYEC_FXNL CUSTOMER 2.07276695                      0.22816407        (0.03536692)   (0.01102574)   0.02323029     0.00482232    (0.00781323)    (0.03215587)    0.03622971     -       0.00022349     0.00000013     0.00342996     (0.00803501)    (0.00232934)      0.00473608     (0.00000002)   1.77978700    0.08887003    

REVYEC_FXNL TOTAL 1.00000000                      4.23355166        (0.19016430)   (0.55197020)   0.09950877     0.01005002    (1.50113670)    (4.53508245)    0.53280655     -       0.19766301     0.00008763     0.36433468     (0.82289523)    (2.68927797)      3.37186594     (0.00000501)   2.34912945    0.13153414    

FORF_DISC_FXNL Calculation - In order to properly assign forfeited discounts to the various functions within the customer classes, allocate it using the RSALE allocator

FORF_DISC TOTAL 1.00000000                      0.71112214        0.06620871     0.12269002    0.00178294     0.00066684    0.04297993     0.00580371     0.00223445     0.00021246     0.00214966     0.01012398     0.01530002     0.00447882     0.00857472       -       -      0.00567159    -      

RSALE PRODUCTION 0.35030076                      0.14623436        0.00879110     0.03346729    0.00047755     0.00004801    0.03387378     0.00680905     0.00183695     0.00003638     0.00108332     0.01480413     0.01733856     0.00319988     0.07043955       0.01118621     0.00019454    0.00039202    0.00008807    

BULKTRAN (0.00237992)                     (0.00964787)      0.00075019     0.00336060    0.00002290     0.00000222    0.00181942     (0.00030361)    0.00020665     0.00000928     0.00004255     0.00005823     0.00137938     (0.00030458)    (0.00067115)      0.00086202     0.00001701    0.00001240    0.00000444    

SUBTRAN (0.00067550)                     (0.00241423)      0.00018318     0.00082272    0.00000567     0.00000074    0.00045343     (0.00007549)    0.00006790     -       0.00001025     0.00001472     0.00046720     -       (0.00021594)      -       0.00000434    -      -      

DISTPRI 0.14271792                      0.08379447        0.00545008     0.02052752    0.00030281     -      0.02001629     0.00352522     -       -       0.00066311     0.00831400     -       -       -         -       0.00012442    -      -      

DISTSEC 0.06035466                      0.03893036        0.00343803     0.00912602    -      -      0.00775901     -       -       -       0.00021198     -       -       -       -         -       0.00004174    0.00065915    0.00018837    

ENERGY 0.40523469                      0.13755594        0.00936060     0.03333966    0.00057131     0.00006028    0.03704787     0.00799900     0.00199084     0.00004406     0.00141031     0.02068394     0.02146505     0.00417056     0.10959966       0.01714023     0.00025611    0.00201305    0.00052620    

CUSTOMER 0.04444740                      0.02246974        0.00639110     0.00205136    0.00042034     0.00010262    0.00052828     0.00012821     0.00029930     0.00003166     0.00000387     0.00006673     0.00038633     0.00006967     0.00015531       0.00004106     0.00000298    0.00961764    0.00168118    

TOTAL 1.00000000                      0.41692276        0.03436428     0.10269517    0.00180058     0.00021388    0.10149809     0.01808238     0.00440165     0.00012139     0.00342540     0.04394175     0.04103652     0.00713554     0.17930744       0.02922952     0.00064115    0.01269426    0.00248827    

FORF_DISC_FXNL PRODUCTION 0.34060038                      0.24942388        0.01693756     0.03998340    0.00047287     0.00014971    0.01434404     0.00218543     0.00093251     0.00006368     0.00067985     0.00341080     0.00646450     0.00200850     0.00336851       -       -      0.00017515    -      

FORF_DISC_FXNL BULKTRAN (0.00983515)                     (0.01645584)      0.00144537     0.00401491    0.00002268     0.00000691    0.00077044     (0.00009745)    0.00010491     0.00001625     0.00002670     0.00001342     0.00051429     (0.00019118)    (0.00003210)      -       -      0.00000554    -      

FORF_DISC_FXNL SUBTRAN (0.00239813)                     (0.00411783)      0.00035294     0.00098290    0.00000561     0.00000230    0.00019201     (0.00002423)    0.00003447     -       0.00000643     0.00000339     0.00017419     -       (0.00001033)      -       -      -      -      

FORF_DISC_FXNL DISTPRI 0.19018732                      0.14292360        0.01050052     0.02452425    0.00029984     -      0.00847601     0.00113145     -       -       0.00041615     0.00191551     -       -       -         -       -      -      -      

FORF_DISC_FXNL DISTSEC 0.08764130                      0.06640136        0.00662396     0.01090286    -      -      0.00328560     -       -       -       0.00013303     -       -       -       -         -       -      0.00029450    -      

FORF_DISC_FXNL ENERGY 0.33499615                      0.23462158        0.01803482     0.03983093    0.00056571     0.00018795    0.01568813     0.00256735     0.00101063     0.00007712     0.00088507     0.00476548     0.00800301     0.00261777     0.00524120       -       -      0.00089940    -      

FORF_DISC_FXNL CUSTOMER 0.05880813                      0.03832539        0.01231355     0.00245076    0.00041623     0.00031997    0.00022371     0.00004115     0.00015194     0.00005541     0.00000243     0.00001537     0.00014404     0.00004373     0.00000743       -       -      0.00429701    -      

FORF_DISC_FXNL TOTAL 1.00000000                      0.71112214        0.06620871     0.12269002    0.00178294     0.00066684    0.04297993     0.00580371     0.00223445     0.00021246     0.00214966     0.01012398     0.01530002     0.00447882     0.00857472       -       -      0.00567159    -      

WEATHER_FXNL Calculation - In order to properly assign the weather normalization load adjustment to the various functions within the customer classes, allocate it using the RSALE allocator

WEATHER_NORM TOTAL 1.00000000                      1.00000000        -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

RSALE PRODUCTION 0.35030076                      0.14623436        0.00879110     0.03346729    0.00047755     0.00004801    0.03387378     0.00680905     0.00183695     0.00003638     0.00108332     0.01480413     0.01733856     0.00319988     0.07043955       0.01118621     0.00019454    0.00039202    0.00008807    

BULKTRAN (0.00237992)                     (0.00964787)      0.00075019     0.00336060    0.00002290     0.00000222    0.00181942     (0.00030361)    0.00020665     0.00000928     0.00004255     0.00005823     0.00137938     (0.00030458)    (0.00067115)      0.00086202     0.00001701    0.00001240    0.00000444    

SUBTRAN (0.00067550)                     (0.00241423)      0.00018318     0.00082272    0.00000567     0.00000074    0.00045343     (0.00007549)    0.00006790     -       0.00001025     0.00001472     0.00046720     -       (0.00021594)      -       0.00000434    -      -      

DISTPRI 0.14271792                      0.08379447        0.00545008     0.02052752    0.00030281     -      0.02001629     0.00352522     -       -       0.00066311     0.00831400     -       -       -         -       0.00012442    -      -      

DISTSEC 0.06035466                      0.03893036        0.00343803     0.00912602    -      -      0.00775901     -       -       -       0.00021198     -       -       -       -         -       0.00004174    0.00065915    0.00018837    

ENERGY 0.40523469                      0.13755594        0.00936060     0.03333966    0.00057131     0.00006028    0.03704787     0.00799900     0.00199084     0.00004406     0.00141031     0.02068394     0.02146505     0.00417056     0.10959966       0.01714023     0.00025611    0.00201305    0.00052620    

CUSTOMER 0.04444740                      0.02246974        0.00639110     0.00205136    0.00042034     0.00010262    0.00052828     0.00012821     0.00029930     0.00003166     0.00000387     0.00006673     0.00038633     0.00006967     0.00015531       0.00004106     0.00000298    0.00961764    0.00168118    

TOTAL 1.00000000                      0.41692276        0.03436428     0.10269517    0.00180058     0.00021388    0.10149809     0.01808238     0.00440165     0.00012139     0.00342540     0.04394175     0.04103652     0.00713554     0.17930744       0.02922952     0.00064115    0.01269426    0.00248827    

WEATHER_FXNL PRODUCTION 0.35074689                      0.35074689        -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_FXNL BULKTRAN (0.02314067)                     (0.02314067)      -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_FXNL SUBTRAN (0.00579060)                     (0.00579060)      -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_FXNL DISTPRI 0.20098320                      0.20098320        -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_FXNL DISTSEC 0.09337546                      0.09337546        -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_FXNL ENERGY 0.32993148                      0.32993148        -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_FXNL CUSTOMER 0.05389424                      0.05389424        -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

WEATHER_FXNL TOTAL 1.00000000                      1.00000000        -      -      -      -      -       -       -       -       -       -       -       -       -         -       -      -      -      

Case No.:  2014-00396 
Exhibit No.:  JMS-2 
Page 30 of 30 
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Witness:  J. Stegall
Kentucky Power Company

Proposed Revenue Allocation

Twelve Months Ended September 30, 2014

 Current Current Rate Current Current Income Revenue Less: Adjust Sales Percent

Class Revenue Base Income ROR % Increase Income ROR % Increase Trans to OATT Revenue Increase

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

RS 230,140,574 616,814,372 28,051,963 4.55 (1,524,898) 26,527,064 4.30 (2,501,105) 7,903,930 235,543,399 2.35

       

SGS 19,611,844 34,492,915 5,062,042 14.68 (85,275) 4,976,767 14.43 (139,867) (643,599) 18,828,378 -3.99

       

MGS 59,677,591 98,516,888 15,372,414 15.60 (243,556) 15,128,858 15.36 (399,476) (2,871,337) 56,406,778 -5.48

       

LGS 70,569,638 124,761,218 14,825,960 11.88 (308,437) 14,517,523 11.64 (505,892) (1,829,055) 68,234,691 -3.31

       

QP 54,126,867 86,428,529 9,366,439 10.84 (213,671) 9,152,768 10.59 (350,458) (1,348,509) 52,427,900 -3.14

       

CIP-TOD 117,423,244 172,708,356 15,707,857 9.10 (426,973) 15,280,884 8.85 (700,312) (1,313,469) 115,409,463 -1.71

       

MW 364,284 575,126 82,849 14.41 (1,422) 81,427 14.16 (2,332) (14,795) 347,157 -4.70

       

OL 7,256,325 21,337,177 2,429,925 11.39 (52,750) 2,377,175 11.14 (86,520) (7,305) 7,162,499 -1.29

       

SL 1,422,710 2,551,935 434,576 17.03 (6,309) 428,267 16.78 (10,348) (2,769) 1,409,592 -0.92

   

       Total 560,593,075 1,158,186,516 91,334,026 7.89 (2,863,291) 88,470,733 7.64 (4,696,310) (126,908) 555,769,857 -0.86

Net Revenue Increase (4,696,331)

      Gross Rev Conversion Factor: 1.640179

 Proposed Revenue Allocation 
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Exhibit No.:  JMS-3

Page 2 of 3

Witness:  J. Stegall

 Current Equalized Rate of Return 

 Current Current Rate Current Current Percent Revenue Income Sales Current

Class Revenue Base Income ROR % Increase Increase Increase Income ROR % Revenue Subsidy

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)=(11)-(2)

RS 230,140,574 616,814,372 28,051,963 4.55 14.67 33,770,821 20,589,717 48,641,680 7.89 263,911,395 33,770,821

SGS 19,611,844 34,492,915 5,062,042 14.68 -19.59 (3,841,212) (2,341,947) 2,720,095 7.89 15,770,632 (3,841,212)

MGS 59,677,591 98,516,888 15,372,414 15.60 -20.90 (12,470,969) (7,603,420) 7,768,994 7.89 47,206,622 (12,470,969)

LGS 70,569,638 124,761,218 14,825,960 11.88 -11.59 (8,180,149) (4,987,351) 9,838,609 7.89 62,389,489 (8,180,149)

        

QP 54,126,867 86,428,529 9,366,439 10.84 -7.73 (4,183,649) (2,550,727) 6,815,712 7.89 49,943,218 (4,183,649)

        

CIP-TOD 117,423,244 172,708,356 15,707,857 9.10 -2.92 (3,424,957) (2,088,160) 13,619,697 7.89 113,998,287 (3,424,957)

        

MW 364,284 575,126 82,849 14.41 -16.88 (61,499) (37,495) 45,354 7.89 302,785 (61,499)

        

OL 7,256,325 21,337,177 2,429,925 11.39 -16.89 (1,225,683) (747,286) 1,682,639 7.89 6,030,642 (1,225,683)

        

SL 1,422,710 2,551,935 434,576 17.03 -26.90 (382,707) (233,332) 201,244 7.89 1,040,003 (382,707)

       Total 560,593,075 1,158,186,516 91,334,026 7.89 0.00 (4) (2) 91,334,024 7.89 560,593,071 (4)

 

      Gross Rev Conversion Factor: 1.640179

Kentucky Power Company

Proposed Revenue Allocation

Twelve Months Ended September 30, 2014
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Page 3 of 3

Witness:  J. Stegall
Kentucky Power Company

Proposed Revenue Allocation

Twelve Months Ended September 30, 2014

100% of

 Current Current Rate Current Current Percent Revenue Income  Sales Current Proposed Percent

Class Revenue Base Income ROR % Increase Increase Increase Income ROR % Revenue Subsidy Increase Increase

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13)=(7)-(12) (14)

RS 230,140,574 616,814,372 28,051,963 4.55 13.59 31,269,716 19,064,819 47,116,782 7.64 261,410,290 33,770,821 (2,501,105) -1.09

         

SGS 19,611,844 34,492,915 5,062,042 14.68 -20.30 (3,981,079) (2,427,222) 2,634,820 7.64 15,630,765 (3,841,212) (139,867) -0.71

         

MGS 59,677,591 98,516,888 15,372,414 15.60 -21.57 (12,870,445) (7,846,976) 7,525,438 7.64 46,807,146 (12,470,969) (399,476) -0.67

         

LGS 70,569,638 124,761,218 14,825,960 11.88 -12.31 (8,686,041) (5,295,788) 9,530,172 7.64 61,883,597 (8,180,149) (505,892) -0.72

          

QP 54,126,867 86,428,529 9,366,439 10.84 -8.38 (4,534,107) (2,764,398) 6,602,041 7.64 49,592,760 (4,183,649) (350,458) -0.65

          

CIP-TOD 117,423,244 172,708,356 15,707,857 9.10 -3.51 (4,125,269) (2,515,133) 13,192,724 7.64 113,297,975 (3,424,957) (700,312) -0.60

          

MW 364,284 575,126 82,849 14.41 -17.52 (63,831) (38,917) 43,932 7.64 300,453 (61,499) (2,332) -0.64

          

OL 7,256,325 21,337,177 2,429,925 11.39 -18.08 (1,312,203) (800,036) 1,629,889 7.64 5,944,122 (1,225,683) (86,520) -1.19

          

SL 1,422,710 2,551,935 434,576 17.03 -27.63 (393,055) (239,641) 194,935 7.64 1,029,655 (382,707) (10,348) -0.73

   

       Total 560,593,075 1,158,186,516 91,334,026 7.89 -0.84 (4,696,314) (2,863,293) 88,470,733
(a)

7.64 555,896,761 (4) (4,696,310) -0.84

88,470,733

      Gross Rev Conversion Factor: 1.640179

(a)  Required net operating income from Section V, Schedule 2, Column (3), Line 3

 Proposed Equalized Rate of Return 
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DIRECT TESTIMONY OF 

H. KEVIN STOGRAN ON BEHALF OF 
KENTUCKY POWER COMPANY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
 

I. INTRODUCTION 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A. My name is H. Kevin Stogran. I am the Managing Director of Cyber Risk and 2 

Security Services for the American Electric Power Service Corporation 3 

(“AEPSC”), a subsidiary of American Electric Power Company, Inc. (“AEP”).  4 

AEP is the parent company of Kentucky Power Company (“Kentucky Power” or 5 

“Company”) and AEPSC is Kentucky Power’s services provider company. 6 

II.   BACKGROUND 

Q. PLEASE SUMMARIZE YOUR BACKGROUND AND EMPLOYMENT 7 

HISTORY. 8 

A. I received a Bachelor’s Degree in Mechanical Engineering from Clarkson 9 

University of Potsdam, New York in 1978.  I joined AEPSC in Canton, Ohio that 10 

same year in the Plant Engineering Division supporting AEP’s power plants. In 11 

1985, I transferred to the Mechanical Engineering Division where I worked on 12 

AEP’s clean coal technology projects until I left AEP in 1995. I rejoined AEPSC 13 

in late 1996 supporting the daily operations of the power plants and interfacing 14 

with the trading functions relative to plant output. In 2000, I transferred to the 15 

Commercial Operations organization where I led efforts to interface power plant 16 

operations with AEP’s trading functions and generation dispatch. From 2006 thru 17 

2010 I oversaw the information systems support for Commercial Operations 18 
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market operations functions including support and compliance for NERC 1 

compliance. In 2010 I transferred to Information Technology where I led the 2 

enterprise cybersecurity and risk functions across AEP.    3 

Q. WHAT ARE YOUR RESPONSIBILITIES? 4 

A. As Managing Director of IT Cyber Risk and Security Services I led the enterprise 5 

functions which provide cybersecurity services across AEP’s 11 state network, 6 

including: cybersecurity programs and awareness; cybersecurity intelligence and 7 

defense; cybersecurity monitor and response; cyber registration services; 8 

cybersecurity testing and assessment; enterprise business continuity; and IT’s 9 

NERC and SOx compliance functions, all within the Information Technology 10 

organization.  11 

Q. HAVE YOU PREVIOUSLY TESTIFIED IN ANY REGULATORY 12 

PROCEEDINGS? 13 

A. No. 14 

III. PURPOSE OF DIRECT TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS 15 

PROCEEDING? 16 

A. The purpose of my testimony is to support the need for the proposed North 17 

American Electric Reliability Corporation (“NERC”) Compliance and 18 

Cybersecurity Rider as proposed by Company Witness Wohnhas. 19 
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IV. NERC COMPLIANCE AND CYBERSECURITY 

Q. WHAT IS NERC? 1 

A. NERC is the North American Electric Reliability Corporation a not-for-profit 2 

international regulatory authority whose mission is to ensure the reliability of the 3 

bulk power system in North America.  Beginning in 2007, all bulk power system 4 

owners, operators, and users were required to comply with reliability standards 5 

established by NERC, which are implemented and enforced through Federal 6 

Energy Regulatory Commission (“FERC”) approved delegation agreements to 7 

eight Regional Entities.  Kentucky Power registered and operates within the 8 

region of the Reliability First Corporation. 9 

Q. WHAT IS CYBERSECURITY? 10 

A. Cybersecurity, also referred to as information technology security, focuses on 11 

protecting computers, networks, programs and data from unintended or 12 

unauthorized access, change or destruction.  13 

Utility cybersecurity encompasses protection and security of physical distribution 14 

and transmission grids, substations, power plants, and business offices, as well as 15 

equipment, processes and systems that communicate, store, and act on data.  16 

Cybersecurity encompasses not only utility-owned systems, but it also includes 17 

aspects of customer and third party components that interact with the grid, such as 18 

advanced meters and 3rd party cloud hosted services.  Cybersecurity focuses on 19 

hardware and software, as well as the data and the networks that use the data to 20 

keep the system operating.  Finally, there are human elements to cybersecurity, 21 

including system operators, customers, and potential criminals interacting at all 22 
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levels of a system.  The dynamic and broad landscape that is covered by 1 

cybersecurity is continuously evolving, and emerging threats and exploits merits 2 

dedicated attention, flexibility to address emerging risks, and constant vigilance. 3 

With such a dynamic and broad landscape to consider, cybersecurity cannot be a 4 

stagnant prescription.  A utility’s cybersecurity measures must constantly evolve 5 

as technology, threats and vulnerabilities evolve, introducing the building blocks 6 

that stand the test of time while still being flexible enough to meet changing 7 

cybersecurity requirements. 8 

Q. WHAT DOES THE TERM “NERC COMPLIANCE AND 9 

CYBERSECURITY” MEAN WITH RESPECT TO AN ELECTRIC 10 

UTILITY LIKE KENTUCKY POWER COMPANY? 11 

A. For decades, electric system security was defined as the ability of the system to 12 

withstand sudden, unexpected disturbances, such as a short circuit or an 13 

unanticipated loss of system elements due to natural causes.  In today’s world, the 14 

security focus of utilities has expanded to include withstanding disturbances 15 

caused by manmade physical or cyber attacks.  Cybersecurity refers to the 16 

prevention and mitigation of impacts from these types of cyberattacks.  With the 17 

list of potential threats expanding, NERC has begun to implement new programs 18 

and requirements to counteract the increased threats. The Critical Infrastructure 19 

Protection (CIP) Standards have been under constant revision since their inception 20 

in 2008, when version 1 became enforceable.  With the advent of CIP version 5 21 

and the introduction of a new standard for physical security, there will be a 37.5% 22 

increase in the number of CIP Standards that will be enforceable over the next 23 
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two years.  It is worth noting that these new / revised standards will require 1 

significant investments required in both cyber security and physical security 2 

protection measures.  The volume of these changes and the new standards being 3 

introduced are indicators of the continuously expanding reach of NERC security 4 

requirements and the Company’s commensurately expanding compliance 5 

obligation.   6 

Recent events further illustrate the heightened attention these issues are 7 

receiving.  For example, the Grid 20/20 conference hosted by the PJM on 8 

November 11-12, 2013 focused on the need for the electric grid to become more 9 

resilient in the face of a rising number of physical challenges, such as sabotage 10 

attempts and cyberattacks.  This forum was followed on November 13-14, 2013 11 

with the NERC conducting its second Grid Security Exercise (GridEx II) to 12 

exercise NERC and industry crisis response plans and identify actionable 13 

improvement recommendations for plans, security programs, and skills. Kentucky 14 

Power participated in this NERC event.   15 

President Obama’s administration and United States energy officials have 16 

also called on Congress to pass a bill to resolve questions about potential liability 17 

in the aftermath of cyberattacks, as well as how energy companies can share 18 

potential threat information with the government or each other.  Further, President 19 

Obama issued Executive Order (EO) 13636, “Improving Critical Infrastructure 20 

Cybersecurity”, in early 2013 that has resulted in NIST (National Institute of 21 

Standards and Technology) developing and issuing in February 2014 the 22 

“Framework for Improving Critical Infrastructure Cybersecurity” which the 23 
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Department of Energy is now working to develop into an implementation plan for 1 

the Electric Subsector.  2 

Additionally, in February 2014, The National Association of Regulatory 3 

Utility Commissioners issued the “Cybersecurity for State Regulators Primer 2.0” 4 

which provided updated guidance on utility cybersecurity for state regulators 5 

while addressing the need for strong cybersecurity capabilities. On November 6 

20th, 2014, the House Select Intelligence Committee conducted a hearing to 7 

discuss the United States efforts to combat cybersecurity threats. During that 8 

hearing, Admiral Michael Rogers, National Security Agency (NSA) Director & 9 

U.S. Cyber Command Commander, addressed the current threat landscape against 10 

the nation’s critical infrastructure and the threats poised by a number of nation-11 

state adversaries and their associates. The House Committee further raised the 12 

issue of the need to improve cybersecurity capabilities across the various critical 13 

infrastructure sectors.       14 

These recent examples show the increased focus on these issues and 15 

evolving nature of the industry’s response. 16 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 17 

A. Yes. 18 
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DIRECT TESTIMONY OF 
ALEX E. VAUGHAN 

FOR KENTUCKY POWER COMPANY 
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

CASE NO.  2014-00396 
 

I. INTRODUCTION 
 

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND PRESENT 1 

POSITION. 2 

A. My name is Alex E. Vaughan.  I am employed by American Electric Power Service 3 

Corporation (“AEPSC”) as Manager, Regulated Pricing and Analysis.  My business 4 

address is 1 Riverside Plaza, Columbus, Ohio 43215.  AEPSC is a wholly-owned 5 

subsidiary of American Electric Power Company (“AEP”), the parent Company of 6 

Kentucky Power Company (the “Company” or “Kentucky Power”). 7 

Q. PLEASE DESCRIBE YOUR CURRENT RESPONSIBILITIES. 8 

A. My responsibilities include the oversight of cost of service analyses, rate design and 9 

special contracts for the AEP East System operating companies   10 

Q. PLEASE SUMMARIZE YOUR PROFESSIONAL EXPERIENCE AND 11 

EDUCATIONAL BACKGROUND. 12 

A. I graduated from Bowling Green State University with a Bachelor of Science degree in 13 

Finance in 2005.  Prior to joining AEP I worked for a retail bank and a holding company 14 

where I held various underwriting, finance and accounting positions.  In 2007 I joined 15 

AEPSC as a Settlement Analyst in the Regional Transmission Organization (RTO) 16 

Settlements Group.  I later became the PJM Settlements Lead Analyst where I was 17 

responsible for reconciling AEP’s settlement of its activities in the PJM market with the 18 

monthly PJM invoices and for resolving billing issues with PJM.  In 2010 I transferred to 19 
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Regulatory Services as a Regulatory Analyst and was later promoted to the position of 1 

Regulatory Consultant.  My responsibilities included supporting regulatory filings across 2 

AEP’s 11 state jurisdictions and at the Federal Energy Regulatory Commission (FERC).  3 

In addition, I was responsible for performing financial analyses related to AEP’s 4 

generation resources and loads, power pools and PJM.  In September of 2012, I was 5 

promoted to my current position. 6 

Q. HAVE YOU PREVIOUSLY TESTIFIED IN REGULATORY PROCEEDINGS? 7 

A. Yes.  I submitted direct testimony to the Kentucky Public Service Commission (the 8 

Commission) in Case No. 2013-00197 on behalf of Kentucky Power Company.  I 9 

submitted direct testimony to the Indiana Utility Regulatory Commission in Cause No. 10 

43774-PJM-3 on behalf of Indiana Michigan Power Company, a Kentucky Power 11 

affiliate. Additionally, I submitted testimony to the Virginia State Corporation 12 

Commission in case numbers PUE-2012-00094, PUE-2013-00009, PUE-2013-00111, 13 

PUE-2014-00007 and PUE-2014-00026 on behalf of Appalachian Power Company. I 14 

also submitted direct testimony to the West Virginia Public Service Commission in Case 15 

No. 14-1152-E-42T on behalf of Appalachian Power Company and Wheeling Power 16 

Company, both of which are Kentucky Power affiliates. 17 

II. PURPOSE OF TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 18 

A. The purpose of my testimony is to support the Company’s proposed rate design, 19 

including the changes to the residential and small commercial service charges, and the 20 

combination of tariffs QP and CIP-TOD.  Additionally, I sponsor certain operation and 21 

maintenance expense and operating revenue adjustments detailed in Section V, Exhibit 2.  22 



VAUGHAN- 3           
 

Among these are adjustments related to (1) the removal of AEP East Pool costs and 1 

revenues; (2) adjustments to the test year amount of PJM charges and credits and; (3) 2 

adjustments to the test year level of Off System Sales (OSS) margins.  Furthermore, I 3 

support the proposed PJM Rider, the proposed Big Sandy Unit 1 Operation Rider 4 

(BS1OR) and the Company’s proposed treatment of transmission function revenues and 5 

expenses in base rates.      6 

Q. ARE YOU SPONSORING ANY EXHIBITS OR SCHEDULES? 7 

A. Yes, I am sponsoring the following exhibits: 8 

 - Exhibit AEV 1 – Base Rate Revenue Target Summary 9 

 - Exhibit AEV 2 – Fixed Distribution Cost Study 10 

 - Exhibit AEV 3 – Marginal Customer Connection Study 11 

 - Exhibit AEV 4 – BS1OR Revenue Requirement and Rate Design  12 

 - Exhibit AEV 5 – Adjusted Test Year PJM Charge and Credit Detail 13 

 - Exhibit AEV 6 – PJM Rider Rate Design  14 

 - Exhibit AEV 7– Adjusted Test Year OSS Margin Calculations 15 

Q. WERE THESE EXHIBITS PREPARED BY YOU OR UNDER YOUR 16 

SUPERVISION? 17 

A. Yes. 18 

III. RATE DESIGN 

Q. PLEASE DESCRIBE THE PROCESS USED TO DEVELOP THE COMPANY’S 19 

PROPOSED RATES. 20 

A. In general, the Company’s approach is to design rates and rate components which reflect 21 

the underlying costs of the Company.  This includes collecting basic service-related costs 22 
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through basic service charges and recognizing the differences in the costs to serve 1 

customers at different service delivery voltages.   2 

The rate design process involved a number of steps which varied with each tariff.  3 

The cost components developed by Witness Stegall in the class cost of service study 4 

provided guidance as to the relative amounts of revenue that should be recovered from 5 

service charges, energy charges and demand charges.  In general, where sufficient 6 

metering data is available, full cost service charges, energy and demand rates were 7 

developed for each class by dividing the component-allocated proposed revenues by the 8 

test year billing units.  These initial rates were then compared to the current rates to 9 

determine which price changes would need to be moderated to mitigate rate impacts that 10 

could cause individual bill impacts that might be considered too severe.   11 

Q. FOR WHICH TARIFFS IS THE COMPANY PROPOSING RATE DESIGN 12 

CHANGES IN THIS PROCEEDING? 13 

A. The Company is refining or proposing new rate designs for the following tariffs: 14 

a. Residential Service (RS)  15 

b. Small General Service (SGS)  16 

c. Quantity Power (QP) 17 

d. Commercial and Industrial Power – Time-of-day (CIP TOD) 18 

e. Proposed new tariff Industrial General Service (IGS) 19 

i. Residential Service Rate Design 20 

Q. WHAT CHANGES TO THE RESIDENTIAL SERVICE RATE DESIGN IS THE 21 

COMPANY PROPOSING IN THIS PROCEEDING? 22 
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A. The Company is proposing to increase the basic service charge to $16 per month from $8 1 

and increase the energy charge.   2 

Q.  WHAT IS THE RATIONALE FOR INCREASING THE RESIDENTIAL 3 

 BASIC SERVICE CHARGE? 4 

A. The goal is to institute a basic service charge for residential customers that more 5 

accurately reflects the actual cost of providing service.  The rate structures for rate classes 6 

that utilize demand charges are better aligned with cost causation principles than those 7 

that do not, such as the residential class, because fixed costs are generally recovered 8 

through a demand charge.  Without a separate demand charge in the residential rate, the 9 

majority of fixed distribution costs are recovered through the energy charge.  Such costs, 10 

or at least a larger portion of those costs, should be recovered in the basic service charge 11 

since these costs are fixed in nature and are the result of simply connecting a customer to 12 

the distribution system.  The current basic service charge is low and only partially 13 

compensates the Company for the fixed cost of providing electric service.  14 

 As it currently stands, fixed costs are mostly recovered in the energy component 15 

of the bill, which penalizes higher usage customers who then pay more than their share of 16 

fixed cost recovery. Recouping these fixed costs through the energy charge results in an 17 

intra-class subsidy between high and low usage customers.   18 

 A higher basic service charge would also help eliminate the subsidy year-round 19 

customers provide to seasonal customers, who may only register normal usage a few 20 

months per year. With the current basic service charge, seasonal customers do not 21 

appropriately bear the costs they impose on the system.  22 
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 To further illustrate this point, I offer the following example using three 1 

hypothetical Kentucky residential customers.  These three customers live next door to 2 

each other on the same street.  All three customers’ homes were connected to the 3 

Company’s distribution system using the same equipment for the same cost.  Let’s 4 

assume that their electric rates are structured in the same fashion as the Company’s 5 

current residential rate design in that the rates include a basic service charge of $8 with 6 

the balance of the distribution revenue requirement being recovered through a charge per 7 

kWh. 8 

 

As can be seen in the above table, Customer 1 is providing an intra-rate class subsidy to 9 

Customers 2 and 3.  In this simple example we have one customer paying in excess of its 10 

appropriate share and two customers paying less than their appropriate share for the same 11 

costs that each of the three customers equally caused by being connected to the 12 

Company’s distribution system.   13 
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These subsidies between like customers are exactly what the Company’s proposed 1 

increase to the basic service charge is intended to reduce.  Here is the same table with the 2 

Company’s proposed basic service charge: 3 

 

As can be seen, the Company’s proposal reduces the intraclass subsidies as it narrows the 4 

gap between the service charge and the actual cost to provide each customer with 5 

distribution service. 6 

Q. HOW WILL THE INCREASED BASIC SERVICE CHARGE IMPACT 7 

MONTHLY BILL VOLATILITY? 8 

A. By removing a portion of the fixed costs from the energy charge, the average customer 9 

will see less volatility in bills from high usage months.  This is especially true the 10 

Company’s electric heating customers.  They tend to experience very high usage months 11 

in the winter to heat their homes.  This proposed rate design change will lessen the bill 12 
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impact in those months that results from their increased winter heating usage.  This is a 1 

desirable result since these are the same months when customers tend to have the most 2 

difficulty paying their electricity bills.  Further, as described above this is an appropriate 3 

result based upon cost causation principles. 4 

Q. WHAT IMPACT WOULD THE HIGHER BASIC SERVICE CHARGE HAVE ON 5 

LOWER INCOME CUSTOMERS? 6 

A. It is sometimes assumed that lower income customers are also low usage customers.  For 7 

various reasons this often is not the case. For example, lower income customers often do 8 

not have the resources to invest in weatherization and energy efficient appliances.   9 

The following graphic illustrates test year usage for residential low income energy 10 

assistance customers versus customers without assistance in Kentucky Power’s service 11 

territory.  The average kWh usage for the low income energy assistance customers (1,536 12 

kWh/month) is greater than the average usage by non-assistance customers (1,468 13 

kWh/month), so the average low income customer will benefit from the new rate 14 

structure.  15 
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Q.   HOW WAS THE NEW BASIC SERVICE CHARGE DETERMINED? 1 

A.  I calculated the full cost basic service charge to be approximately $40 per month.  2 

However when taking the concept of gradualism into account, the Company proposes to 3 

limit the basic service charge to $16 per month in this proceeding.  The $40 per unit cost 4 

represents the cost of the fixed portion of the distribution system used to serve the 5 

residential class.  Said another way, this is the full cost of the portion of the distribution 6 

system that is required just to connect customers to the grid and stand ready to serve 7 

them.  It does not include costs that vary by kW demand or kWh usage.  It should also be 8 

noted that the $40 per month full cost basic service charge is a distribution only figure; it 9 

does not include any generation or transmission service costs. 10 

   Although the Company is only proposing to raise the basic service charge to $16 in this 11 

proceeding, cost causation principles would support a much higher basic service charge. 12 
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Q.   HOW DID YOU CALCULATE THE FULL COST BASIC SERVICE CHARGE 1 

OF $40? 2 

A. I performed a fixed cost study of the Company’s distribution plant.  This study is attached 3 

to my testimony as Exhibit AEV-2.  This study compares the actual components of the 4 

Kentucky Power’s distribution system and their component costs by distribution plant 5 

account classification to what the total cost would be if all components of these 6 

distribution plant components were the typical or average size installed by the Company 7 

when connecting the average distribution level customer.  All component costs up to the 8 

typical level are classified as fixed costs that only vary with the number of customers 9 

connected to the distribution system.  The costs above the typical level are classified as 10 

being related to demand since the additional cost of these facilities was incurred due to 11 

the need to install additional facilities to meet customer kilowatt (kW) demands.  12 

  The fixed distribution plant costs are also separated between the primary and 13 

secondary voltage levels in this study.  The fixed amount of costs in plant accounts 364-14 

368 as determined in the study is then compared to the total costs in those account 15 

classifications by voltage level to determine what percent of primary and secondary 16 

distribution costs only varies with the number of customers on the system.  For rate 17 

design discussion purposes I will refer to these percentages as the “fixed distribution 18 

allocation factors.” 19 

 The primary and secondary distribution revenue requirements from the class cost of 20 

service study are then multiplied by the respective fixed distribution allocation factors to 21 

calculate the fixed portion of these revenue requirements.  The revenue requirement 22 

associated with distribution plant accounts 369-371 and the O&M related to customer 23 
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accounts expense, customer information expense and customer service is also added to 1 

the fixed primary and secondary distribution revenue requirements to calculate the total 2 

fixed distribution revenue requirement.  This amount was then divided by the total 3 

number of bills in the year, which produced the $40 per month cost. 4 

Q.   DID YOU EXPLORE ANY OTHER METHODS OF PRICING THE FULL COST 5 

BASIC SERVICE CHARGE? 6 

A. Yes, I also calculated what the full cost basic service charge would be using what I will 7 

refer to as “the marginal customer connection” method.  The study itself is attached to my 8 

testimony as Exhibit AEV-3.   This study takes the Company’s current average marginal 9 

cost to connect a residential customer to its distribution system.  The total cost of the 10 

residential connection is then multiplied by the appropriate levelized carrying charge and 11 

divided by 12 to compute the monthly full cost basic service charge. 12 

 Using this method I calculated the full cost basic service charge for a Kentucky Power 13 

residential customer to be about $41 per month.  In other words, the fixed monthly cost 14 

associated with connecting the next customer to the distribution system for the 15 

Company’s jurisdiction is $41.  It should be noted that this is only the cost of connecting 16 

the customer to the distribution grid; the $41 per month contains no generation costs, 17 

transmission costs or costs of existing distribution facilities. 18 

Q. WILL THE COMPANY’S PROPOSED RESIDENTIAL BASIC SERVICE 19 

CHARGE DETER ENERGY CONSERVATION? 20 

A. No.  The Company is proposing to increase the basic service charge and the base rate 21 

kWh charge even before considering the Company’s environmental surcharge, BS1OR 22 

and BSRR.  An increase in usage will still result in an increased bill.  Therefore 23 
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customers are not receiving a price signal that would encourage additional consumption 1 

and it can’t be credibly argued that the Company’s proposal is anti-conservation. 2 

  Ideally, the Company would recover little to none of the residential class 3 

distribution revenue requirement through a kWh charge because the distribution revenue 4 

requirement does not vary with the amount of kWh consumed.  However, the Company’s 5 

current residential class metering infrastructure does not provide the information 6 

necessary to institute a kW demand charge which would be a better basis for collecting 7 

the distribution revenue requirement that is not collected in the basic service charge.  This 8 

is because the fixed costs of the distribution system are incurred in two ways. First, by 9 

simply connecting a customer to the radial distribution system, these costs do not vary 10 

with the kWh consumed or the kW demands of customers; these are the portion of the 11 

distribution revenue requirement that the Company is proposing to include in its basic 12 

service charge. And, second, these costs are incurred by sizing the distribution system to 13 

meet customer(s) peak kW demand usage.  These costs vary by peak demand 14 

requirements, not by kWh usage or by simply connecting a customer to the system.  This 15 

second category of costs would ideally be collected through a demand charge but this 16 

cannot be done for all customers due to the current limitations of the Company’s 17 

metering infrastructure.  In fact, under the Company’s proposal, nearly 90% of the 18 

Company’s residential customer revenues are still being collected through a volumetric 19 

(per kWh) charge.   20 

  In the absence of a peak demand charge, the Company is proposing to move a 21 

portion of those fixed distribution costs that only vary with the number of customers 22 

connected to the system from the kWh charge to the basic service charge.   23 
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Q. IS SENDING THE CORRECT PRICE SIGNALS TO CUSTOMERS THROUGH 1 

RATES THAT REFLECT THE TRUE COST OF SERVICE IMPORTANT TO 2 

THE LONG TERM SUCCESS OF CONSERVATION EFFORTS? 3 

A. Yes.  While in the short term a higher kWh charge that does not reflect the true cost of 4 

service could encourage conservation, in the long term it provides confusion to customers 5 

and can result in customers making uneconomic decisions.  Customers expect that when 6 

they use less energy, their bills will decrease, and initially, this is the result.  But with 7 

fixed costs embedded in the kWh energy rate, the Company eventually will need to 8 

increase rates because it is not recovering its fixed cost of providing service and 9 

customers will therefore see their bills increase even though they have conserved energy.  10 

This example underlines the importance of sending accurate, cost based price signals to 11 

customers, which is exactly what the Company’s proposed residential rate design takes a 12 

step towards. 13 

ii. Small General Service Rate Design 14 

Q. IS THE COMPANY PROPOSING A SIMILAR RATE DESIGN CHANGE TO 15 

THE SGS TARIFF?  16 

A. Yes, the Company is proposing similar changes to the SGS tariff to increase the basic 17 

service charge.  The SGS basic service charge is currently slightly higher than that of the 18 

Residential schedules.  The Company is proposing to increase the basic service charges 19 

for SGS by the same $8 that it proposed as a change for the Residential basic service 20 

charge.  This results in a proposed basic service charge of $19.50 for customers receiving 21 

service under Tariff SGS.  The proposed SGS basic service charge is also below the full 22 

cost basic service charge I calculated for this tariff which can be seen in Exhibit AEV 2.  23 
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The Company is proposing this change for the same reasons discussed above regarding 1 

the Residential rate design. 2 

iii. QP, CIP TOD and New Tariff IGS 3 

Q. WHAT IS THE COMPANY PROPOSING IN REGARDS TO TARIFFS QP AND 4 

CIP TOD?  5 

A. In order to comply with the Commission -approved Stipulation and Settlement 6 

Agreement in Case No. 2012-00578 (“Stipulation and Settlement Agreement”), the 7 

Company proposes to combine the QP and CIP TOD tariffs into a new tariff named 8 

Industrial General Service (IGS).  New tariff IGS utilizes the rate design of current tariff 9 

CIP TOD which has an on-peak demand charge, an off-peak demand charge, a minimum 10 

demand charge, an excess KVAR reactive demand charge, a flat kWh energy charge and 11 

a basic service charge. 12 

Q. WHAT IS THE IMPACT OF THE IGS RATE DESIGN ON CURRENT QP AND 13 

CIP TOD CUSTOMERS?  14 

A. The table below summarizes the impact of combining the QP and CIP TOD classes and 15 

using the CIP TOD rate design under new tariff IGS. 16 

 

 This table is a revenue neutral example of the impacts of the rate design change only.  It 17 

does not include the rate impacts of the new level of base rates and riders that are 18 

proposed in this case. 19 
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IV. PJM RIDER 

Q.  WHAT DOES THE COMPANY PROPOSE TO INCLUDE IN THE PJM RIDER? 1 

A. The Company is proposing to include various PJM Open Access Transmission Tariff 2 

(OATT), energy, ancillary and administrative service charges and credits that it incurs 3 

from its participation as a load serving entity (LSE) and generation resource owner in the 4 

organized wholesale power markets of the PJM RTO.   5 

Q. WHAT SPECIFIC PJM CHARGE AND CREDIT ITEMS IS THE COMPANY 6 

PROPOSING TO INCLUDE IN THE PJM RIDER? 7 

A. The Company is proposing to include all of its PJM LSE charges and credits which are 8 

currently made up of but not limited to the following items: congestion, Financial 9 

Transmission Rights (FTRs), meter corrections, operating reserve, inadvertent energy, 10 

economic load response, synchronous condensing, reactive service, black start service, 11 

regulation, synchronized reserve, day ahead scheduling reserve, peak hour PJM capacity 12 

availability charges, market defaults and administrative services.  PJM LSE marginal loss 13 

charges and the marginal loss over collection credits will not be included since they are 14 

included in the Company’s fuel clause. 15 

  The Company is also proposing to include the following PJM LSE transmission 16 

items: network integration transmission service (NITS) charges, transmission owner 17 

scheduling system control and dispatch service (TO) charges, regional transmission 18 

expansion plan (RTEP) charges, point-to-point (PTP) transmission service credits, RTO 19 

start-up cost recovery charges and expansion cost recovery (ECRC) charges.  In addition 20 

to the above, the Company also proposes to include any new PJM LSE charges or credits 21 

that may arise and be billed to the Company per the PJM tariffs. 22 
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Q. IS THE COMPANY PROPOSING TO REMOVE THESE PJM CHARGES AND 1 

CREDITS FROM BASE RATES ENTIRELY?  2 

A. No.  The Company is proposing to include an adjusted test year level of the applicable 3 

PJM charges and credits in base rates.  The PJM Rider would then on a monthly basis 4 

track the amount of PJM charges and credits above or below the base rate level as 5 

discussed further by Company Witness Yoder.  The annual net over or under collection 6 

of PJM charges would then be collected from or credited to customers through the PJM 7 

Rider. 8 

Q. WHY IS THE COMPANY PROPOSING A TRACKING MECHANISM FOR 9 

THESE PJM CHARGES AND CREDITS? 10 

A. These PJM charges and credits can have a material financial impact on the Company; the 11 

annual level of such charges and credits can vary greatly and they are largely out of the 12 

Company’s control.  This volatility can be attributed to various economic conditions, 13 

wholesale power market trends and even tariff changes made by PJM.   14 

Q. ARE THERE ANY ADDITIONAL REASONS FOR INCLUDING THE PJM 15 

CHARGES AND CREDITS IN A TRACKING MECHANISM? 16 

A. Yes, there is expected to be a sustained amount of investment to the PJM transmission 17 

grid, which will increase transmission charges allocated to Kentucky Power.  Tracking 18 

these PJM charges and credits via the PJM Rider could potentially reduce the frequency 19 

with which Kentucky Power may need to file costly general rate proceedings as these 20 

PJM charges and credits change. 21 
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Q. WILL ALL KENTUCKY POWER PJM CHARGES AND CREDITS BE 1 

INCLUDED IN THE ADJUSTED BASE RATE AMOUNT THAT WILL BE 2 

TRACKED BY THE PROPOSED PJM RIDER? 3 

A. No.  Only the amount of each charge and credit attributable to retail load, and the 4 

resources used to serve retail load, of Kentucky Power would be included.  Kentucky 5 

Power incurs these charges and credits by acting as an LSE in PJM.  Kentucky Power 6 

also incurs PJM charges and credits when it makes off system sales (OSS) in PJM.  The 7 

amount of PJM charges and credits associated with making OSS are currently and will 8 

continue to be included in the determination of the Company’s System Sales Rider.  9 

 Furthermore, per the Stipulation and Settlement Agreement, all Big Sandy plant 10 

coal operating costs have been removed from the Company’s proposed base rates.  This 11 

includes the PJM charges and credits from Big Sandy Unit 1 coal operations.  The 12 

Company is proposing to recover these PJM charges and credits in the BS1OR which I 13 

will discuss later in my testimony. 14 

Q. WHAT IS THE PROPOSED LEVEL OF PJM CHARGES AND CREDITS TO BE  15 

 INCLUDED IN BASE RATES?   16 

A. The adjusted test year Kentucky retail jurisdictional total is $74,856,675.  The line item 17 

detail behind this figure can be seen in Exhibit AEV 5. 18 

Q. IF THE COMMISSION APPROVES THE PROPOSED PJM RIDER, WHEN  19 

 WOULD THE COMPANY PROPOSE TO UPDATE THE PJM RIDER RATES? 20 

A. As I previously indicated, the PJM Rider is designed to true-up the actual incurred PJM-21 

related costs relative to the amount in the Company’s base rates.  As a result, the rider 22 

will be set at $0 when the Company’s new base rates go into effect.  After that it will be 23 



VAUGHAN- 18           
 

trued-up annually.  The Company proposes filing the required true-up information 1 

beginning no later than March 31, 2016 and by March 31st of each subsequent year.   2 

Q. PLEASE EXPLAIN THE COMPANY’S PROPOSED RATE DESIGN FOR THE 3 

PJM RIDER. 4 

A. The annual net over or under recovery of PJM charges and credits compared to the 5 

approved base rate level would be separated into demand and energy costs to be allocated 6 

to the customer classes. The demand and energy classifications for each PJM charge can 7 

be found in Exhibit AEV 5.  The demand revenue requirements for MGS, LGS and IGS 8 

will be recovered through an on-peak demand charge.  The demand revenue requirements 9 

for all other classes will be recovered through the kWh energy charge.  The Energy 10 

revenue requirements for all classes will be recovered through kWh energy charges.   If 11 

approved, this PJM Rider would have a first year revenue requirement of $0 since the 12 

Company is seeking to include the adjusted test year level of PJM charges and credits in 13 

base rates in this proceeding.  Exhibit AEV 6 shows the mechanics of the proposed rate 14 

design.   15 

V. BIG SANDY UNIT 1 OPERATION RIDER (BS1OR) 

Q.  WHAT DOES THE COMPANY PROPOSE TO INCLUDE IN THE BS1OR 16 

RIDER? 17 

A. In order to comply with the Stipulation and Settlement Agreement, the Company is 18 

proposing to remove all Big Sandy Unit 1 operating expenses from base rates in this case 19 

and recover them through the BS1OR.  This is because Big Sandy Unit 1 will continue to 20 

operate as a coal fired generating plant for a period of time before it is converted to a 21 

natural gas fired generating plant.  As discussed by Company Witness Wohnhas, the 22 
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BS1OR will recover all operating expenses of Big Sandy Unit 1 that are not otherwise 1 

included in the Company’s fuel adjustment clause or the system sales clause.   2 

Q.  WHAT IS THE BEGINNING ANNUAL REVENUE REQUIREMENT FOR THE 3 

BS1OR RIDER? 4 

A.     The total annual revenue requirement for the BS1OR is $18,245,413 on a Kentucky retail 5 

jurisdictional basis.  The BS1OR revenue requirement and rates will be trued up to actual 6 

costs so that customers pay no more or no less than the actual cost to operate Big Sandy 7 

Unit 1 as described in the Company’s proposed BS1OR tariff.  8 

Q.  HOW DID YOU CALCULATE THE BEGINNING ANNUAL REVENUE 9 

REQUIREMENT FOR THE BS1OR RIDER? 10 

A. Using the Company’s books and records, I performed a cost of service study for Big 11 

Sandy Unit 1 that separates Company Witness Yoder’s adjustment to remove all Big 12 

Sandy operating expenses into those attributable to each of the plant’s units.  The cost of 13 

service study identifies all test year operating expenses attributable to the Big Sandy plant 14 

and then either directly assigns or allocates a portion of such expenses to Big Sandy Unit 15 

1.  The study results in $12.5 million of test year non-fuel operations and maintenance 16 

expense that is attributable to Big Sandy Unit 1.  Added to that is an annual level of test 17 

year Big Sandy Unit 1 PJM charges and credits totaling $5.65 million of net expense.  18 

The total $18.16 million is then grossed up to account for uncollectible accounts expense 19 

and the KPSC maintenance fee to produce the total BS1OR revenue requirement of 20 

$18.25 million.  A summary of the revenue requirement calculations and the rate design 21 

for the BS1OR can be found in Company Exhibit AEV 4. 22 
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VI. TREATMENT OF TRANSMISSION FUNCTION REVENUES AND EXPENSES 

Q. PLEASE EXPLAIN THE COMPANY’S PROPOSED TREATMENT OF 1 

TRANSMISSION REVENUES AND EXPENSES IN BASE RATES. 2 

A. The Company proposes that its transmission costs should be based upon the charges it 3 

incurs as an LSE under PJM’s OATT.  These costs, which are included in the proposed 4 

PJM Rider, would be what Kentucky retail customers pay for transmission service rather 5 

than the Company’s embedded cost of transmission service.  The embedded cost of 6 

transmission service and the PJM OATT transmission owner revenues would be removed 7 

from the Company’s cost of service, the PJM OATT charges are then the remaining cost 8 

for transmission service. 9 

Q. PLEASE EXPLAIN WHY IT IS MORE APPROPRIATE FOR TRANSMISSION 10 

COSTS TO BE BASED ON THE COMPANY’S PJM OATT CHARGES? 11 

A. Kentucky Power’s customers’ transmission costs should be based upon the charges under 12 

the PJM OATT for a number of reasons: 13 

• Kentucky Power is charged by PJM for transmission service regardless of facility 14 

ownership. 15 

• Kentucky Power no longer has exclusive control over its transmission costs 16 

because of its membership in PJM. For example, over 92% of the OATT costs 17 

that Kentucky Power is charged by PJM for transmission service are based on 18 

transmission facilities owned by other companies;  19 

• The annual level of PJM charges and credits can vary significantly; 20 

• Kentucky Power’s transmission rates would be comparable to other customers 21 

within the AEP Transmission Zone; 22 
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• It provides proper separation of Kentucky Power’s costs to provide retail service 1 

as an LSE from its costs and wholesale revenues as a transmission owner.  2 

 Under the Company’s proposal, the rates Kentucky Power’s customers pay for retail 3 

electric service will appropriately reflect the cost of transmission service that Kentucky 4 

Power incurs as their LSE. 5 

Q. WHAT IS THE PROPOSED LEVEL OF PJM OATT CHARGES TO BE 6 

INCLUDED IN BASE RATES?   7 

A. The adjusted test year Kentucky retail jurisdictional PJM OATT charge is $53,779,456.  8 

This amount is included in the $74,856,675 already identified above as the base level to 9 

be tracked by the proposed PJM Rider. The line item detail behind this figure can be seen 10 

in AEV Exhibit 5.  11 

Q. WHAT IS THE NET EFFECT OF THE COMPANY’S PROPOSED CHANGE TO 12 

THE TREATMENT OF TRANSMISSION REVENUES AND EXPENSES? 13 

A.   The net effect of the Company’s proposed treatment is a reduction in cost to Kentucky 14 

ratepayers of $126,908 as can be seen in column 10 of page 1 of Company Witness 15 

Stegall’s Exhibit JMS-3.  It is important to note that this value will change to the extent  16 

any other aspect of the Company’s requests in this proceeding are modified. 17 

VII. ADJUSTMENTS 

Q. WHAT ADJUSTMENTS ARE YOU SPONSORING? 18 

A. I am sponsoring three adjustments that affect non-firm revenues and operating expenses 19 

in Section V, Exhibit 2: 20 

1. Adjustment 9 – Remove AEP East Pool Costs/Revenues 21 

2. Adjustment 32 – Adjust Test Year PJM Charges and Credits  22 
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3. Adjustment 10 – Adjust Test Year Off System Sales (OSS) Margins 1 

i. Adjustment 9 - Remove AEP East Pool Expenses/Revenues 2 

Q. PLEASE EXPLAIN THE ADJUSTMENT TO REMOVE TEST YEAR AEP EAST 3 

POOL ACTIVITY. 4 

A.  This adjustment removes the revenues and expenses associated with the AEP East Pool 5 

Agreement (Pool) that terminated on January 1, 2014 that are reflected in the Company’s 6 

base rates and were not otherwise removed through another adjustment.   Adjustments 7, 7 

10 and 32 also remove Pool related expenses and revenues related to Fuel, PJM and OSS.  8 

This adjustment reduces sales for resale by $14,295,833 on a Kentucky retail 9 

jurisdictional basis by removing these revenues related to energy sales through the Pool 10 

to other Pool member Company.  This adjustment also reduces purchased power expense 11 

by $24,776,674 on a Kentucky retail jurisdictional basis by removing the expenses 12 

associated with Pool capacity and energy purchases.   13 

  This adjustment was calculated by using data from Kentucky Power’s 4th quarter 14 

of 2013 income statement and then applying the proper Kentucky retail jurisdictional 15 

factors to arrive at the Kentucky retail jurisdictional adjustment amounts. 16 

ii. Adjustment 32 – Adjust Test Year PJM Charges and Credits 17 

Q. PLEASE EXPLAIN YOUR ADJUSTMENT TO TEST YEAR PJM CHARGES 18 

AND CREDITS.  19 

A. There are multiple known and measureable items that must be accounted for to adjust the 20 

historic test year PJM charges and credits to an appropriate amount for the purpose of 21 

setting the Company’s new base rates.  All of the PJM charge and credit amounts 22 

discussed in this section are directly related to serving the Company’s internal load 23 
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obligations which it incurs as a load serving entity (LSE) in PJM, all OSS amounts are 1 

accounted for in the Company’s System Sales Clause and the OSS margin adjustment 2 

discussed later in my testimony.   Also, LSE transmission loss PJM charges and credits 3 

are accounted for in the Company’s fuel adjustment clause and therefore are not included 4 

in calculating this adjustment. The following known and measureable changes to the 5 

Company’s historic test year PJM charges and credits will be discussed in this section: 6 

• Termination of the Pool agreement 7 

• Removal of Big Sandy Unit1 operating expenses from base rates 8 

• Big Sandy Unit 2 retirement 9 

• Replacing Big Sandy Unit 2 MWh that served internal load customers 10 

• Annualizing the non OATT PJM charges and credits 11 

• Annualizing new OATT rates in effect at the end of the test year 12 

Q. PLEASE EXPLAIN THE POOL TERMINATION PORTION OF ADJUSTMENT 13 

32. 14 

A. The former Pool settlement allocated the total Pool PJM charges and credits to the four 15 

member operating Company based upon their member load ratio (“MLR”).  The MLR 16 

was a non-coincident peak demand calculation based on each Pool member’s internal 17 

load peak on a historic twelve month basis.  The MLR allocation was used for all PJM 18 

charges and credits except for the PJM OATT charges and credits which are allocated 19 

based on the AEP East Transmission Agreement which went into effect in November of 20 

2010.   The MLR allocation of PJM charges ended when the Pool Agreement terminated 21 

on January 1, 2014.  Since the termination of the Pool Agreement, Kentucky Power’s 22 

PJM charges and credits that had been allocated based on the MLR are being directly 23 
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assigned to Kentucky Power.  This change from an MLR allocation of total East Pool 1 

PJM charges and credits to direct assignment of Kentucky Power’s PJM charges and 2 

credits will impact the overall level of net PJM charges Kentucky Power incurs.  I used 3 

Kentucky Power’s income statement to remove the fourth quarter 2013 Pool related PJM 4 

charges and credits from the historic test year.  This portion of the total adjustment 5 

reduces historic test year PJM charges and credits by $1.18 million. 6 

Q. PLEASE EXPLAIN THE BIG SANDY UNIT 1 PORTION OF ADJUSTMENT 32. 7 

A. In order to comply with the approved stipulation in Case No. 2012-00578, this portion of 8 

the total adjustment removes all Big Sandy Unit 1 PJM charges and credits from the test 9 

year.  Using the Company’s books and records along with information provided by 10 

PJM’s market settlements reporting system, I was able to identify all Big Sandy Unit 1 11 

LSE PJM charges and credits.  Removing these items will reduce test year PJM charges 12 

and credits by $4.3 million of net expense. 13 

Q. PLEASE EXPLAIN THE BIG SANDY UNIT 2 PORTION OF ADJUSTMENT 32. 14 

A. I repeated the same process discussed above for Big Sandy Unit 1 to remove Big Sandy 15 

Unit 2 PJM charges and credits from the test year.  This must be done to reflect the 16 

known retirement of Big Sandy Unit 2 and comply with the approved stipulation in Case 17 

No. 2012-00578.  Removing these items will reduce test year PJM charges and credits by 18 

$13.37 million of net expense. 19 

Q. PLEASE EXPLAIN THE PORTION OF ADJUSTMENT 32 RELATED TO 20 

REPLACING BIG SANDY UNIT 2 GENERATION THAT SERVED INTERNAL 21 

LOAD CUSTOMERS. 22 
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A. A portion of Big Sandy Unit 2’s generation served internal load customers during the test 1 

year and the PJM charges associated with that generation have been removed from the 2 

test year total as part of Adjustment 32.  Because of this, a level of PJM charges must be 3 

added back as a substitute for the Big Sandy Unit 2 internal load generation since a cost 4 

will be incurred to serve that internal load in PJM.  To be more specific, PJM 5 

transmission congestion (congestion) and administrative fees are the two items that affect 6 

this portion of Adjustment 32.  The substitute PJM administrative fees level will equal 7 

the amount removed for the internal load portion of Big Sandy Unit 2 because all MWh 8 

of generation are charged the same rate by PJM for administrative fee purposes.   9 

  The substitute PJM congestion charges related to the internal load portion of Big 10 

Sandy Unit 2 however will not equal what was removed for Big Sandy Unit 2 because 11 

congestion prices vary by pricing node throughout the PJM RTO.  To calculate a 12 

substitute amount of congestion charges I used the MWh of the Company’s Mitchell and 13 

Rockport generation that had been assigned to serve OSS during the test year, since these 14 

would logically be the next MWh of Kentucky Power resources that the Company would 15 

use to serve its internal load customers, and calculated the average congestion price of 16 

those MWh by month and then multiplied the Big Sandy Unit 2 monthly internal load 17 

MWh by the calculated average congestion prices.   During January and February of 18 

2014 there were not enough OSS MWh from the Company’s shares of Mitchell and 19 

Rockport to replace the Big Sandy Unit 2 MWh that served internal load customers.  For 20 

these deficit MWh, I priced the replacement congestion cost using the average monthly 21 

day ahead congestion prices for the AEP load zone.  Had the Company actually not had 22 

Big Sandy Unit 2 and needed to purchase spot market energy from PJM to cover its 23 
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internal load obligation, the AEP load zone is the pricing point at which the spot market 1 

transactions would have settled.  The net PJM charges to replace the Big Sandy Unit 2 2 

MWh that served the Company’s internal load during the test year would have been 3 

$14.68 million of net expense.   4 

Q. PLEASE EXPLAIN THE ANNUALIZATION OF THE NON OATT PJM 5 

CHARGES AND CREDITS. 6 

A.      The Company’s test year total of non OATT PJM charges and credits was a $20.18 7 

million net expense.  After the adjustments to remove the Pool and both Big Sandy Units, 8 

along with the adjustment to replace the internal load PJM charges of Big Sandy Unit 2, 9 

the new adjusted total for the PJM non OATT charges and credits is $16.02 million 10 

(20.18 – 1.18 - 4.3 - 13.3 + 14.68 = 16.02).  The $16.02 million represents Kentucky 11 

Power’s adjusted, stand-alone total of non OATT PJM charges and credits for January 12 

through September of 2014.  After annualizing this amount to reflect a full 12 months 13 

instead of 9, the new adjusted total of non OATT PJM charges and credits is $21.38 14 

million of net expense. 15 

Q. PLEASE EXPLAIN THE PORTION OF ADJUSTMENT 32 RELATED TO 16 

ANNUALIZING THE OATT RATES IN EFFECT AT THE END OF THE TEST 17 

YEAR. 18 

A. Each year on July 1st new OATT rates go into effect.  I calculated the Company’s PJM 19 

OATT charges based on the new rates that began on July 1, 2014 and will be in effect 20 

through June 30, 2015.  The resulting level of PJM OATT charges is $53.78 million 21 

which is $6.41 million higher than the test year total of $47.37 million.  22 

Q. WHAT IS THE NET IMPACT OF ADJUSTMENT 32? 23 
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A. After comparing the adjusted total PJM charges and credits to the test year amount, the 1 

net impact of this adjustment is a $7.60 million increase in expense.  The Kentucky retail 2 

jurisdictional adjustment is then a $7.58 million increase in expense. 3 

iii. Adjustment 10 – Adjust Test Year Off System Sales (OSS) Margins 4 

Q. PLEASE EXPLAIN THE ADJUSTMENT YOU MADE TO TEST YEAR OSS 5 

 MARGINS. 6 

A. The purpose of this adjustment is to account for several known and measurable changes 7 

to the Company’s historic test year OSS margins and calculate a more appropriate OSS 8 

margin amount for setting base rates.  This is necessary because the Company’s historic 9 

test year OSS margins of $76.09 million are in no way representative of the level of 10 

margins the Company will experience when its new base rates resulting from this case go 11 

into effect.   The historic level of OSS margins cannot be used for rate making in this 12 

proceeding because they include 3 months of margins from the Pool which no longer 13 

exists, margins from Big Sandy Unit 2 which is retiring no later than May 31, 2015, a 14 

higher level of margins resulting from the Company owning a fifty percent share of the 15 

Mitchell plant while Big Sandy 2 was still in operation, and finally the historic test year 16 

contains extreme weather and pricing events in January and February of 2014. 17 

Q. HOW WAS THIS ADJUSTMENT CALCULATED? 18 

A. The total adjustment to OSS margins was calculated in steps.  The first step was to 19 

separate the FERC accounts that make up the Company’s System Sales Clause into those 20 

that account for PJM energy sales margins and those that account for other OSS margin 21 

items.  FERC account 4470089 is used to record to the margins from sales of excess 22 

energy into the PJM day ahead and balancing energy markets.  Only the energy portion of 23 
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the margins are recorded in this account, all other PJM charges associated with energy 1 

sales are recorded in other System Sales Clause FERC accounts.  The next step was to 2 

remove the Pool OSS margins from the historic test year totals.  This was done by 3 

removing the income statement amounts for the fourth quarter of 2013 from the test year 4 

total of OSS margins.  This portion of the adjustment reduces test year OSS margins by 5 

roughly $1.34 million.   6 

The OSS PJM charges and credits associated with Big Sandy Unit 2 were then 7 

removed from the test year level of OSS margins.  Using the Company’s books and 8 

records, the portion of PJM charges and credits from Big Sandy Unit 2 that were 9 

allocated to OSS were identified and then removed from the test year amount of OSS 10 

margins because Big Sandy Unit 2 will retire on May 31, 2015.  This adjustment 11 

increases test year OSS margins by roughly $14.27 million.  Also associated with the 12 

retirement of Big Sandy Unit 2 is the LSE/OSS PJM charge re-class.   The OSS impact of 13 

this adjustment is the opposite side of the same adjustment to the test year PJM charges 14 

and credits that are related to Kentucky Power’s internal load and are included in base 15 

rates.  This portion of the total OSS margin adjustment increases test year OSS margins 16 

by $15.97 million.   17 

  The Kentucky Power test year OSS margins for items other than the PJM energy 18 

sales in account 4470089 were negative $36.24 million, combined with the three steps of 19 

the total adjustment discussed above produces an adjusted test year OSS margin amount 20 

(excluding PJM energy sales margins) of $7.34 million (-36.24 – 1.34 +14.27 + 15.97 = -21 

7.34) which represents an adjusted January – September 2014 total.  Annualizing this 22 
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amount increases the negative $7.34 million to negative $9.79 million (7.34 / (9/12) = 1 

9.79).   2 

Q. PLEASE DESCRIBE THE COMPANY’S METHODOLOGY FOR 3 

CALCULATING THE PJM ENERGY SALES PORTION OF TOTAL 4 

(ACCOUNT 4470089) GOING LEVEL OSS MARGINS. 5 

A. Due to three known differences in the generation resources which the Company will have 6 

in the rate year vs the test year, the actual level of off-system sales (OSS) margins 7 

received in the test year by the Company is not a reasonable estimate of a going level 8 

amount of OSS margins. These changes are that Big Sandy 2 will be retired prior to the 9 

rate year, the AEP Pool has been terminated, and Mitchell 1 and 2 will be owned for 12 10 

months of the rate year instead of 9 months in the test year. In order to support an 11 

adjustment to test year OSS margins, I oversaw the preparation of a model which 12 

emulated AEP’s current resource stacking methodology to estimate what margins would 13 

have been in the test year with the new resource mix.   14 

 In addition to the resource mix change, other major assumptions embedded in the OSS 15 

margin model are as follows: 16 

1. All PJM market purchases during the test year were ignored. Purchases were made 17 

either to serve internal load when the output of the available generation was below 18 

load, which would not have generated OSS, or because of hourly differences between 19 

day ahead load and generation schedules submitted to PJM and real time load and 20 

generation. Because of the different mix of resources described above, the hourly 21 

differences between day ahead schedules and real time generation and load would 22 
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have been different from what actually occurred in the test year, and therefore it 1 

would not be valid to include purchases resulting from these differences in the model.   2 

2. The Company’s resources were restacked hourly as they are currently through AEP’s 3 

hourly settlements process, with most expensive incremental cost units assigned to 4 

off-system sales down to the unit minimums.  5 

3. Internal load was normalized for weather, to match the load used in the Company’s 6 

weather normalization revenue adjustment, as described by Company witness Stegall. 7 

4. Any hourly resources in excess of load were sold into the PJM market at Day Ahead 8 

spot market energy component of the PJM market price, except during January and 9 

February of 2014, for reasons I will discuss. 10 

 All of the other components of OSS margins other than spot market energy margin, 11 

including congestion and losses, were recomputed using the same resource mix 12 

assumption and should be deducted from spot market energy margin to arrive at the total 13 

going level estimate of OSS margin.  14 

Q. DID YOU ADJUST FOR THE IMPACT OF THE EXTREME COLD WEATHER 15 

OF THIS PAST WINTER IN YOUR MARGIN CALCULATION? 16 

A. Yes.  During the Polar Vortex and other extreme cold weather periods of January and 17 

February, 2014, market prices and internal load reached unprecedented levels for large 18 

blocks of time. During January and February of the six years from 2008 to 2013 the spot 19 

market energy component of the PJM Day Ahead market price averaged over $100 (all 20 

prices in $/MWh) in only five days and the highest single daily average was $122.65. In 21 

contrast, during this past January and February, there were 17 days when the daily 22 

average was over $100. Nine of those days averaged over $200 and the highest daily 23 
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average was $544.65. The daily average spot market energy price during January and 1 

February of 2008-2013 was $47.35, while 2014’s average was $97.17. 2 

  These winter prices are clearly not representative of prices prior to the test year 3 

and should not be reflected in an OSS margin credit in customer rates. As a result the 4 

Company elected to model those months by setting the spot market energy price at the 5 

2008-2013 average of $47.35 in every hour.  6 

          These prices were driven up because load across PJM, including Kentucky 7 

Power’s load, was higher than normal due to the extreme cold weather, resulting in 8 

higher cost generators being dispatched to serve the load by PJM. The higher internal 9 

load reduced the Company’s ability to make OSS. The residential portion of these high 10 

loads was reduced to normal levels through a normalization adjustment, which increased 11 

the amount of generation available to make OSS and the resulting OSS margins. 12 

Q. WHY DID YOU CHOOSE TO USE THE AVERAGE OF 2008-2013 TO 13 

NORMALIZE THE ENERGY PRICING DURING JANUARY AND FEBRUARY 14 

OF 2014? 15 

A. I chose the 2008-2013 period for my average of January and February prices because it is 16 

a long enough period to cover a variety of PJM market conditions and overall economic 17 

and weather conditions, without going so far back in time to when economic and PJM 18 

market conditions are less likely to be representative of current or future conditions.  19 

Q. WHAT LEVEL OF PJM ENERGY SALES MARGINS RESULTED FROM THIS 20 

ANALYSIS? 21 

A. The analysis yielded an estimate of going level spot market energy margins for the total 22 

company of $24.28 million vs a test year value of $112.3 million (recorded in FERC 23 
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account 4470089), resulting in a downward adjustment of $88.0 million at the total 1 

company level.  2 

Q. PLEASE SUMMARIZE THE TOTAL IMPACT OF ADJUSTMENT NUMBER 10. 3 

A. When the $24.28 million is added to the negative $9.79 million of negative OSS margins 4 

discussed earlier in this section, the Kentucky Power adjusted OSS margin total is $14.5 5 

million, which results in a total adjustment to test year OSS margins of $61.59 million 6 

($76.09 – $14.5 = $61.59) Lastly, this amount is multiplied the Kentucky retail 7 

jurisdictional factor to arrive at the final OSS margin adjustment of $61,585,035, which is 8 

a reduction to test year OSS margins.  A summary of these calculations can be seen in 9 

Company Exhibit AEV 7.  The resulting going level amount of OSS margin is estimated 10 

to be $14.3 million. This is the amount the Company is proposing to credit to customers 11 

in base rates.  It should be noted that if the Commission were to make changes to how the 12 

Company allocates no load or other fuel costs, this amount would need to be revised 13 

accordingly. 14 

Q. DOES THIS CONCLUDE YOUR PREFILED DIRECT TESTIMONY? 15 

A. Yes. 16 
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Full Cost Basic Service Charge Calculation
Fixed Cost of Distribution Plant Method
Kentucky

Dist. Primary Dist. Secondary Distribution Distribution 
Demand Demand  Customer Services & Accounts Total

Distribution Revenue Requirement (CCOS) $47,203,012 $21,937,720 $12,399,493 81,540,225$           

Fixed Distribution Plant Allocation Factors 78% 77% 100%
Fixed Distribution Plant Revenue Requirement 36,819,599$       16,995,464$       $12,399,493 66,214,557$           

Residential Bills
1,660,309                                                                 22.18 10.24 7.47
1,658,209                                                                 RS

2,100                                                                        RSTOD

Full Cost Basic Service Charge $39.88 per customer per month

Dist. Primary Dist. Secondary Distribution Distribution 
Demand Demand  Customer Services & Accounts Total

Distribution Revenue Requirement 3,227,757$         2,049,932$         3,762,175$                                     9,039,864$             

Fixed Distribution Plant Allocation Factors 78% 77% 100%
Fixed Distribution Plant Revenue Requirement 2,517,736$         1,588,112$         3,762,175$                                     7,868,022$             

SGS Bills
289,172 8.71 5.49 13.01
271,566 Standard

17,594 Non-metered
12 LM TOD

Full Cost Basic Service Charge 27.21$               per customer per month

Small General Service (SGS)

Residential 

Exhibit AEV-2 
Page 1 of 12
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Kentucky Power
Account 364 - Poles
Test Period Ending September 30, 2014

Height Class
Pole 

Usage
Number of 

poles
Primary 

Connections
Secondary 

Connections
cost per 

pole Pri Investment Sec Investment Total Investment
0 0 PO 138 843 0 762 $105,156 $0 $105,156
0 0 PS 44 265 174 762 $20,239 $13,289 $33,528
0 0 PT 2 8 2 762 $1,219 $305 $1,524
0 0 PT 171 767 382 762 $86,981 $43,321 $130,302
0 0 SO 306 0 1018 762 $0 $233,172 $233,172
0 2 PO 3 28 0 762 $2,286 $0 $2,286
0 2 PT 2 12 6 762 $1,016 $508 $1,524
0 3 PO 1 6 0 762 $762 $0 $762
0 3 SO 1 0 3 762 $0 $762 $762
0 4 PO 8 40 0 762 $6,096 $0 $6,096
0 4 PT 9 41 13 762 $5,207 $1,651 $6,858
0 4 SO 10 0 30 762 $0 $7,620 $7,620
0 5 PO 12 54 0 762 $9,144 $0 $9,144
0 5 PS 1 6 6 762 $381 $381 $762
0 5 PT 18 67 38 762 $8,752 $4,964 $13,716
0 5 SO 40 0 147 762 $0 $30,480 $30,480
0 6 PO 9 46 0 762 $6,858 $0 $6,858
0 6 PS 3 10 15 762 $914 $1,372 $2,286
0 6 PT 8 20 29 762 $2,488 $3,608 $6,096
0 6 SO 13 0 39 762 $0 $9,906 $9,906
0 7 PO 5 22 0 762 $3,810 $0 $3,810
0 7 PS 2 10 7 762 $896 $628 $1,524
0 N/A PO 1 8 0 762 $762 $0 $762
0 N/A PS 1 8 8 762 $381 $381 $762
0 N/A PT 4 31 26 762 $1,658 $1,390 $3,048
0 N/A SO 13 0 60 762 $0 $9,906 $9,906
0 Unknown PO 1856 11307 0 762 $1,414,272 $0 $1,414,272
0 Unknown PS 408 2487 1750 762 $182,487 $128,409 $310,896
0 Unknown PT 1965 9051 4726 762 $983,693 $513,637 $1,497,330
0 Unknown SO 2399 0 8251 762 $0 $1,828,038 $1,828,038

10 4 PT 1 2 0 518 $518 $0 $518
17 N/A SO 10 0 28 518 $0 $5,180 $5,180
20 0 PO 1 8 0 508 $508 $0 $508
20 0 SO 1 0 3 508 $0 $508 $508
20 2 PT 1 8 3 518 $377 $141 $518
20 3 PS 1 8 6 518 $296 $222 $518
20 4 PT 1 8 8 508 $254 $254 $508
20 4 SO 1 0 3 518 $0 $518 $518
20 6 SO 3 0 15 518 $0 $1,554 $1,554
20 7 PO 2 16 0 508 $1,016 $0 $1,016
20 7 PS 1 10 9 508 $267 $241 $508
20 7 SO 6 0 22 508 $0 $3,048 $3,048
20 N/A SO 1 0 8 508 $0 $508 $508
20 Unknown PO 1 8 0 508 $508 $0 $508
24 N/A SO 2 0 6 508 $0 $1,016 $1,016
25 0 PT 1 4 6 508 $203 $305 $508
25 0 SO 3 0 15 508 $0 $1,524 $1,524
25 1 PS 1 9 9 518 $259 $259 $518
25 1 PT 1 8 3 518 $377 $141 $518
25 2 PS 1 6 8 518 $222 $296 $518
25 2 SO 4 0 11 518 $0 $2,072 $2,072
25 4 PS 1 4 8 518 $173 $345 $518
25 4 PT 2 14 0 518 $1,036 $0 $1,036
25 4 SO 3 0 9 518 $0 $1,554 $1,554
25 5 PO 2 15 0 518 $1,036 $0 $1,036
25 5 PS 1 4 9 518 $159 $359 $518
25 5 SO 39 0 148 518 $0 $20,202 $20,202
25 6 PO 1 4 0 518 $518 $0 $518
25 6 PS 1 10 6 518 $324 $194 $518
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Height Class
Pole 

Usage
Number of 

poles
Primary 

Connections
Secondary 

Connections
cost per 

pole Pri Investment Sec Investment Total Investment
25 6 SO 17 0 56 518 $0 $8,806 $8,806
25 7 PO 3 14 0 508 $1,524 $0 $1,524
25 7 PS 1 11 12 508 $243 $265 $508
25 7 PT 1 3 12 508 $102 $406 $508
25 7 SO 33 0 129 508 $0 $16,764 $16,764
25 N/A PO 1 4 0 508 $508 $0 $508
25 N/A SO 1 0 4 508 $0 $508 $508
25 Unknown PO 3 10 0 508 $1,524 $0 $1,524
25 Unknown PT 2 12 3 508 $813 $203 $1,016
25 Unknown SO 1 0 2 508 $0 $508 $508
30 0 PO 5 22 0 514 $2,570 $0 $2,570
30 0 PT 1 7 0 514 $514 $0 $514
30 0 SO 24 0 84 514 $0 $12,336 $12,336
30 1 PT 1 10 9 614 $323 $291 $614
30 1 SO 1 0 2 614 $0 $614 $614
30 2 PO 3 24 0 614 $1,842 $0 $1,842
30 2 PS 2 10 12 614 $558 $670 $1,228
30 2 SO 9 0 29 614 $0 $5,526 $5,526
30 3 PO 5 28 0 614 $3,070 $0 $3,070
30 3 PS 1 2 6 614 $154 $461 $614
30 3 PT 2 6 13 614 $388 $840 $1,228
30 3 SO 15 0 69 614 $0 $9,210 $9,210
30 4 PO 28 129 0 582 $16,296 $0 $16,296
30 4 PS 20 95 80 582 $6,319 $5,321 $11,640
30 4 PT 27 77 72 582 $8,121 $7,593 $15,714
30 4 SO 311 0 1206 582 $0 $181,002 $181,002
30 5 PO 165 775 0 555 $91,575 $0 $91,575
30 5 PS 42 198 180 555 $12,210 $11,100 $23,310
30 5 PT 129 434 332 555 $40,564 $31,031 $71,595
30 5 SO 935 0 3269 555 $0 $518,925 $518,925
30 6 PO 543 2525 0 533 $289,419 $0 $289,419
30 6 PS 217 1036 843 533 $63,771 $51,890 $115,661
30 6 PT 490 1778 1200 533 $155,930 $105,240 $261,170
30 6 SO 31641 0 96188 533 $0 $16,864,653 $16,864,653
30 7 PO 349 1593 0 514 $179,386 $0 $179,386
30 7 PS 24 117 112 514 $6,303 $6,033 $12,336
30 7 PT 72 274 207 514 $21,081 $15,927 $37,008
30 7 SO 1792 0 4771 514 $0 $921,088 $921,088
30 8 PO 23 96 0 514 $11,822 $0 $11,822
30 8 PS 2 7 8 514 $480 $548 $1,028
30 8 PT 1 4 0 514 $514 $0 $514
30 8 SO 12 0 40 514 $0 $6,168 $6,168
30 9 SO 2 0 6 514 $0 $1,028 $1,028
30 N/A SO 4 0 11 514 $0 $2,056 $2,056
30 Unknown PO 5 23 0 514 $2,570 $0 $2,570
30 Unknown PT 2 10 9 514 $541 $487 $1,028
30 Unknown SO 31 0 129 514 $0 $15,934 $15,934
32 N/A SO 9 0 47 594 $0 $5,346 $5,346
33 Unknown PS 1 8 8 594 $297 $297 $594
33 Unknown SO 7 0 44 594 $0 $4,158 $4,158
35 0 PO 4 18 0 594 $2,376 $0 $2,376
35 0 PT 6 27 26 594 $1,816 $1,748 $3,564
35 0 SO 5 0 15 594 $0 $2,970 $2,970
35 1 PO 3 18 0 747 $2,241 $0 $2,241
35 1 PT 3 14 9 747 $1,364 $877 $2,241
35 1 SO 11 0 43 747 $0 $8,217 $8,217
35 2 PO 79 453 0 747 $59,013 $0 $59,013
35 2 PS 41 204 182 747 $16,186 $14,441 $30,627
35 2 PT 114 394 256 747 $51,619 $33,539 $85,158
35 2 SO 212 0 816 747 $0 $158,364 $158,364
35 3 PO 23 165 0 701 $16,123 $0 $16,123
35 3 PS 5 24 31 701 $1,529 $1,976 $3,505
35 3 PT 22 88 68 701 $8,700 $6,722 $15,422
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Height Class
Pole 

Usage
Number of 

poles
Primary 

Connections
Secondary 

Connections
cost per 

pole Pri Investment Sec Investment Total Investment
35 3 SO 32 0 118 701 $0 $22,432 $22,432
35 4 PO 632 3693 0 660 $417,120 $0 $417,120
35 4 PS 212 1122 1031 660 $72,917 $67,003 $139,920
35 4 PT 947 3482 2428 660 $368,244 $256,776 $625,020
35 4 SO 2020 0 7341 660 $0 $1,333,200 $1,333,200
35 5 PO 4207 20802 0 615 $2,587,305 $0 $2,587,305
35 5 PS 1142 4930 5009 615 $348,374 $353,956 $702,330
35 5 PT 5548 19328 12906 615 $2,045,899 $1,366,121 $3,412,020
35 5 SO 20000 0 67795 615 $0 $12,300,000 $12,300,000
35 6 PO 2809 13193 0 594 $1,668,546 $0 $1,668,546
35 6 PS 542 2371 2265 594 $164,655 $157,293 $321,948
35 6 PT 2039 8142 4977 594 $751,682 $459,484 $1,211,166
35 6 SO 2171 0 7847 594 $0 $1,289,574 $1,289,574
35 7 PO 943 4359 0 594 $560,142 $0 $560,142
35 7 PS 154 689 640 594 $47,424 $44,052 $91,476
35 7 PT 406 1831 1112 594 $150,041 $91,123 $241,164
35 7 SO 232 0 957 594 $0 $137,808 $137,808
35 8 PO 1 4 0 594 $594 $0 $594
35 8 PS 1 4 6 594 $238 $356 $594
35 8 PT 1 8 0 594 $594 $0 $594
35 9 PT 1 2 0 594 $594 $0 $594
35 N/A PO 1 8 0 594 $594 $0 $594
35 N/A PT 3 17 14 594 $977 $805 $1,782
35 N/A SO 14 0 37 594 $0 $8,316 $8,316
35 Unknown PO 1 4 0 594 $594 $0 $594
35 Unknown PS 1 8 6 594 $339 $255 $594
35 Unknown PT 3 8 3 594 $1,296 $486 $1,782
35 Unknown SO 6 0 26 594 $0 $3,564 $3,564
40 0 PO 3 22 0 712 $2,136 $0 $2,136
40 0 PS 3 24 9 712 $1,553 $583 $2,136
40 0 PT 14 97 58 712 $6,238 $3,730 $9,968
40 0 SO 3 0 6 712 $0 $2,136 $2,136
40 1 PO 4 32 0 788 $3,152 $0 $3,152
40 1 PS 9 51 42 788 $3,889 $3,203 $7,092
40 1 PT 9 41 31 788 $4,039 $3,054 $7,092
40 1 SO 1 0 10 788 $0 $788 $788
40 2 PO 974 6845 0 869 $846,406 $0 $846,406
40 2 PS 243 1633 1232 869 $120,362 $90,805 $211,167
40 2 PT 1341 6388 3654 869 $741,299 $424,030 $1,165,329
40 2 SO 137 0 620 869 $0 $119,053 $119,053
40 3 PO 114 682 0 812 $92,568 $0 $92,568
40 3 PS 28 166 167 812 $11,334 $11,402 $22,736
40 3 PT 111 538 333 812 $55,673 $34,459 $90,132
40 3 SO 14 0 53 812 $0 $11,368 $11,368
40 4 PO 9037 50200 0 762 $6,886,194 $0 $6,886,194
40 4 PS 1933 10541 8392 762 $820,067 $652,879 $1,472,946
40 4 PT 15867 59787 34920 762 $7,632,635 $4,458,019 $12,090,654
40 4 SO 1875 0 7215 762 $0 $1,428,750 $1,428,750
40 5 PO 6910 34105 0 712 $4,919,920 $0 $4,919,920
40 5 PS 1777 8882 7613 712 $681,280 $583,944 $1,265,224
40 5 PT 11216 40953 23168 712 $5,100,391 $2,885,401 $7,985,792
40 5 SO 1987 0 7452 712 $0 $1,414,744 $1,414,744
40 6 PO 498 2572 0 712 $354,576 $0 $354,576
40 6 PS 151 766 666 712 $57,510 $50,002 $107,512
40 6 PT 511 2467 1550 712 $223,444 $140,388 $363,832
40 6 SO 115 0 465 712 $0 $81,880 $81,880
40 7 PO 49 262 0 712 $34,888 $0 $34,888
40 7 PS 14 71 60 712 $5,403 $4,565 $9,968
40 7 PT 21 97 52 712 $9,734 $5,218 $14,952
40 7 SO 5 0 20 712 $0 $3,560 $3,560
40 N/A PO 3 27 0 762 $2,286 $0 $2,286
40 N/A PS 12 104 79 762 $5,197 $3,947 $9,144
40 N/A PT 4 16 12 762 $1,742 $1,306 $3,048
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Height Class
Pole 

Usage
Number of 

poles
Primary 

Connections
Secondary 

Connections
cost per 

pole Pri Investment Sec Investment Total Investment
40 N/A SO 159 0 827 762 $0 $121,158 $121,158
40 Unknown PO 12 71 0 762 $9,144 $0 $9,144
40 Unknown PS 1 2 3 762 $305 $457 $762
40 Unknown PT 12 59 25 762 $6,423 $2,721 $9,144
40 Unknown SO 7 0 29 762 $0 $5,334 $5,334
45 0 PO 7 54 0 820 $5,740 $0 $5,740
45 0 PS 44 435 314 820 $20,954 $15,126 $36,080
45 0 PT 28 214 185 820 $12,314 $10,646 $22,960
45 0 SO 1 0 6 820 $0 $820 $820
45 1 PO 8 67 0 1087 $8,696 $0 $8,696
45 1 PS 4 27 17 1087 $2,668 $1,680 $4,348
45 1 PT 24 146 56 1087 $18,856 $7,232 $26,088
45 2 PO 2264 17411 0 1012 $2,291,168 $0 $2,291,168
45 2 PS 620 5091 2786 1012 $405,522 $221,918 $627,440
45 2 PT 2747 16192 7876 1012 $1,870,250 $909,714 $2,779,964
45 2 SO 69 0 274 1012 $0 $69,828 $69,828
45 3 PO 196 1423 0 940 $184,240 $0 $184,240
45 3 PS 46 355 214 940 $26,978 $16,262 $43,240
45 3 PT 174 954 510 940 $106,582 $56,978 $163,560
45 3 SO 12 0 57 940 $0 $11,280 $11,280
45 4 PO 9936 58788 0 877 $8,713,872 $0 $8,713,872
45 4 PS 2117 13617 8793 877 $1,128,132 $728,477 $1,856,609
45 4 PT 16856 71986 36230 877 $9,833,558 $4,949,154 $14,782,712
45 4 SO 507 0 1967 877 $0 $444,639 $444,639
45 5 PO 1247 6873 0 820 $1,022,540 $0 $1,022,540
45 5 PS 328 2000 1491 820 $154,088 $114,872 $268,960
45 5 PT 2290 10186 5546 820 $1,215,819 $661,981 $1,877,800
45 5 SO 180 0 755 820 $0 $147,600 $147,600
45 6 PO 43 249 0 820 $35,260 $0 $35,260
45 6 PS 15 70 61 820 $6,573 $5,727 $12,300
45 6 PT 71 361 195 820 $37,801 $20,419 $58,220
45 6 SO 8 0 22 820 $0 $6,560 $6,560
45 7 PO 1 8 0 820 $820 $0 $820
45 7 PS 3 14 17 820 $1,111 $1,349 $2,460
45 7 PT 10 53 42 820 $4,575 $3,625 $8,200
45 7 SO 2 0 7 820 $0 $1,640 $1,640
45 N/A PS 3 23 26 820 $1,155 $1,305 $2,460
45 N/A SO 2 0 14 820 $0 $1,640 $1,640
45 Unknown PO 6 32 0 820 $4,920 $0 $4,920
45 Unknown PS 2 20 11 820 $1,058 $582 $1,640
45 Unknown PT 8 55 21 820 $4,747 $1,813 $6,560
45 Unknown SO 1 0 3 820 $0 $820 $820
50 0 PS 2 28 19 1149 $1,369 $929 $2,298
50 1 PO 9 78 0 1247 $11,223 $0 $11,223
50 1 PS 1 8 2 1247 $998 $249 $1,247
50 1 PT 20 157 41 1247 $19,776 $5,164 $24,940
50 2 PO 2961 23614 0 1149 $3,402,189 $0 $3,402,189
50 2 PS 789 6958 3396 1149 $609,219 $297,342 $906,561
50 2 PT 3419 24114 9571 1149 $2,812,236 $1,116,195 $3,928,431
50 2 SO 77 0 286 1149 $0 $88,473 $88,473
50 3 PO 435 2797 0 1068 $464,580 $0 $464,580
50 3 PS 88 684 331 1068 $63,335 $30,649 $93,984
50 3 PT 577 3161 1487 1068 $419,088 $197,148 $616,236
50 3 SO 14 0 43 1068 $0 $14,952 $14,952
50 4 PO 1039 7348 0 994 $1,032,766 $0 $1,032,766
50 4 PS 273 2107 1135 994 $176,360 $95,002 $271,362
50 4 PT 1651 9658 4162 994 $1,146,866 $494,228 $1,641,094
50 4 SO 42 0 164 994 $0 $41,748 $41,748
50 5 PO 9 62 0 952 $8,568 $0 $8,568
50 5 PS 8 48 42 952 $4,062 $3,554 $7,616
50 5 PT 24 137 78 952 $14,559 $8,289 $22,848
50 5 SO 1 0 6 952 $0 $952 $952
50 6 PO 4 32 0 952 $3,808 $0 $3,808
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Number of 

poles
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Connections
Secondary 

Connections
cost per 

pole Pri Investment Sec Investment Total Investment
50 6 PT 2 18 3 952 $1,632 $272 $1,904
50 6 SO 2 0 4 952 $0 $1,904 $1,904
50 7 PT 2 12 3 952 $1,523 $381 $1,904
50 7 SO 1 0 2 952 $0 $952 $952
50 9 PO 1 4 0 1149 $1,149 $0 $1,149
50 N/A PO 1 9 0 1149 $1,149 $0 $1,149
50 N/A PS 1 3 8 1149 $313 $836 $1,149
50 N/A PT 1 8 0 1149 $1,149 $0 $1,149
50 Unknown PO 1 4 0 1149 $1,149 $0 $1,149
55 0 PT 3 17 16 1276 $1,972 $1,856 $3,828
55 0 SO 4 0 40 1276 $0 $5,104 $5,104
55 1 PO 14 140 0 1395 $19,530 $0 $19,530
55 1 PS 1 8 8 1395 $698 $698 $1,395
55 1 PT 12 102 58 1395 $10,672 $6,068 $16,740
55 1 SO 1 0 8 1276 $0 $1,276 $1,276
55 2 PO 1500 13068 0 1276 $1,914,000 $0 $1,914,000
55 2 PS 392 3648 1568 1276 $349,828 $150,364 $500,192
55 2 PT 1567 12629 4680 1276 $1,458,870 $540,622 $1,999,492
55 2 SO 24 0 84 1276 $0 $30,624 $30,624
55 3 PO 50 340 0 1196 $59,800 $0 $59,800
55 3 PS 21 156 87 1196 $16,124 $8,992 $25,116
55 3 PT 80 507 213 1196 $67,375 $28,305 $95,680
55 3 SO 5 0 17 1196 $0 $5,980 $5,980
55 4 PO 102 708 0 1100 $112,200 $0 $112,200
55 4 PS 26 192 122 1100 $17,488 $11,112 $28,600
55 4 PT 121 770 328 1100 $93,340 $39,760 $133,100
55 4 SO 9 0 32 1100 $0 $9,900 $9,900
55 5 PO 3 18 0 1100 $3,300 $0 $3,300
55 5 PS 6 50 33 1100 $3,976 $2,624 $6,600
55 5 PT 6 42 19 1100 $4,544 $2,056 $6,600
55 5 SO 3 0 7 1100 $0 $3,300 $3,300
55 6 PO 2 18 0 1100 $2,200 $0 $2,200
55 Unknown PO 2 14 0 1276 $2,552 $0 $2,552
60 0 PS 1 15 3 1472 $1,227 $245 $1,472
60 1 PO 2 18 0 1630 $3,260 $0 $3,260
60 1 PT 5 60 20 1630 $6,113 $2,038 $8,150
60 2 PO 375 3350 0 1472 $552,000 $0 $552,000
60 2 PS 108 1059 479 1472 $109,464 $49,512 $158,976
60 2 PT 320 2923 1018 1472 $349,366 $121,674 $471,040
60 2 SO 2 0 5 1472 $0 $2,944 $2,944
60 3 PO 18 142 0 1374 $24,732 $0 $24,732
60 3 PS 3 24 8 1374 $3,092 $1,031 $4,122
60 3 PT 18 134 49 1374 $18,110 $6,622 $24,732
60 3 SO 3 0 10 1374 $0 $4,122 $4,122
60 4 PO 6 43 0 1374 $8,244 $0 $8,244
60 4 PT 10 67 23 1374 $10,229 $3,511 $13,740
60 5 PO 2 14 0 1374 $2,748 $0 $2,748
60 6 PO 2 18 0 1374 $2,748 $0 $2,748
60 6 SO 2 0 7 1374 $0 $2,748 $2,748
60 N/A SO 1 0 3 1472 $0 $1,472 $1,472
60 Unknown PO 1 8 0 1472 $1,472 $0 $1,472
65 1 PO 4 38 0 2160 $8,640 $0 $8,640
65 1 PS 2 16 15 2160 $2,230 $2,090 $4,320
65 1 PT 2 16 5 2160 $3,291 $1,029 $4,320
65 2 PO 172 1515 0 1837 $315,964 $0 $315,964
65 2 PS 28 250 110 1837 $35,719 $15,717 $51,436
65 2 PT 121 1064 357 1837 $166,434 $55,843 $222,277
65 2 SO 4 0 13 1837 $0 $7,348 $7,348
65 3 PO 6 46 0 1613 $9,678 $0 $9,678
65 3 PS 1 3 3 1613 $807 $807 $1,613
65 3 PT 7 46 16 1613 $8,377 $2,914 $11,291
65 4 PT 3 22 11 1613 $3,226 $1,613 $4,839
65 4 SO 1 0 12 1613 $0 $1,613 $1,613
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65 5 PT 1 4 0 1613 $1,613 $0 $1,613
70 1 PO 1 8 0 2459 $2,459 $0 $2,459
70 1 PT 1 8 0 2459 $2,459 $0 $2,459
70 2 PO 54 462 0 2278 $123,012 $0 $123,012
70 2 PS 8 96 37 2278 $13,154 $5,070 $18,224
70 2 PT 42 322 100 2278 $73,004 $22,672 $95,676
70 2 SO 1 0 4 2278 $0 $2,278 $2,278
70 3 PO 2 16 0 2278 $4,556 $0 $4,556
70 4 PT 1 2 2 2278 $1,139 $1,139 $2,278
70 6 PT 1 7 5 2278 $1,329 $949 $2,278
75 1 PO 1 10 0 2753 $2,753 $0 $2,753
75 2 PO 17 157 0 3156 $53,652 $0 $53,652
75 2 PS 4 33 16 3156 $8,502 $4,122 $12,624
75 2 PT 5 45 8 3156 $13,398 $2,382 $15,780
75 4 PT 1 8 3 3156 $2,295 $861 $3,156
80 1 PO 2 20 0 3188 $6,376 $0 $6,376
80 2 PO 9 76 0 3188 $28,692 $0 $28,692
80 2 PS 1 12 5 3188 $2,250 $938 $3,188
80 2 PT 1 12 6 3188 $2,125 $1,063 $3,188
80 Unknown PO 1 6 0 3188 $3,188 $0 $3,188
85 2 PO 3 19 0 7087 $21,261 $0 $21,261
85 Unknown PO 2 12 0 7087 $14,174 $0 $14,174
90 1 PO 1 8 0 8722 $8,722 $0 $8,722
90 Unknown PO 1 6 0 8722 $8,722 $0 $8,722

100 Unknown PO 1 6 0 9780 $9,780 $0 $9,780
105 Unknown PO 1 6 0 9780 $9,780 $0 $9,780

Kentucky Power
Account 364 - Poles
Test Period Ending September 30, 2014

Summary Number of 
poles

Primary 
Connections

Secondary 
Connections

Primary Secondary

Total 201,026 679,968 438,956 $85,286,856 $64,345,659 $149,632,515
57.00% 43.00%

Number of 
poles

Primary 
Connections

Secondary 
Connections

Size to 
use

Cost Primary Secondary

Customer-related 201,026 679,968 438,956 35' $615 $75,130,318.96 $48,500,671 $123,630,990
 50.21% 32.41% 82.62%
Demand-related $10,156,537 $15,844,988 $26,001,525

6.79% 10.59% 17.38%

Note:  Current installed cost of 35 foot pole (material and labor) is $615.
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Kentucky Power
Account 365 - Overhead Conductors
Test Period Ending September 30, 2014

Conductor 
Size/Type

Pri. Est. 
Installed 
Cost per 

Foot

Sec. Est. 
Installed 
Cost per 

Foot
Pri Span Total 
(feet)

Pri Neutral 
Span Total 
(feet)

Sec Span Total 
(feet)

Sec Neutral Span 
Total (feet) Pri Investment

Sec 
Investment

Total 
Investment

1/0AA 1.38 2.45 5,039,221         2,593,876         58,701              36,398                   $10,533,674 $232,994 $10,766,668
1/0AL 1.38 2.45 264,644            293,363            6,514,521         3,066,587              $770,050 $23,473,715 $24,243,765
1/0AS 1.38 2.45 455,168            158,540            106,674            60,914                   $846,917 $410,592 $1,257,510
1/0CC 2.79 4.95 198                    198                    139                    139                        $1,102 $1,381 $2,484
1/0CU 2.79 4.95 34,148              14,982              8,601                 4,274                     $137,074 $63,769 $200,843
1/0CW 2.79 31,996              1,985                 -                    -                         $94,808 $0 $94,808
1/0Un 1.38 2.45 5,523                 2,367                 854                    558                        $10,888 $3,460 $14,348
159AA 1.88 -                    877                    -                    -                         $1,649 $0 $1,649
159AL 1.88 -                    3,519                 -                    -                         $6,617 $0 $6,617
159AS 1.88 3.34 -                    98,990              -                    539                        $186,102 $1,799 $187,900
159Un 1.88 -                    399                    -                    -                         $751 $0 $751
1AA 1.38 2.45 244                    284                    94                      47                          $728 $346 $1,074
1AL 2.45 -                    -                    570                    285                        $0 $2,093 $2,093
1AS 1.38 -                    115                    -                    -                         $159 $0 $159
1CU 2.79 4.95 -                    213                    -                    68                          $593 $339 $932
2/0AA 1.88 179                    304                    -                    -                         $909 $0 $909
2/0AL 1.88 3.34 21                      21                      92,467              31,853                   $78 $415,293 $415,372
2/0AS 1.88 3.34 12,038              4,895                 2,908                 1,454                     $31,862 $14,569 $46,431
2/0CU 4.00 7.09 2,085                 295                    79                      26                          $9,511 $749 $10,260
2A5 0.82 1.52 1,439                 1,239                 536                    346                        $2,196 $1,341 $3,536
2AA 0.82 1.52 19,267,487       15,217,518       460,095            257,042                 $28,277,704 $1,090,048 $29,367,752
2ACC 0.82 1.52 28,433              21,695              -                    17                          $41,106 $26 $41,132
2AL 0.82 1.52 438,405            351,622            5,342,887         2,484,578              $647,822 $11,897,747 $12,545,569
2AS 0.82 1.52 4,445,346         3,294,943         587,086            346,058                 $6,347,037 $1,418,380 $7,765,417
2CC 2.36 4.37 2,371                 2,371                 764                    413                        $11,190 $5,150 $16,340
2CU 2.36 4.37 252,787            59,503              35,841              22,175                   $737,006 $253,531 $990,537
2CW 2.36 4.37 42,513              1,753                 653                    156                        $104,469 $3,539 $108,007
2Un 0.82 1.52 735                    2,194                 490                    320                        $2,401 $1,231 $3,632
3/0AA 2.38 4.23 4,464                 18,428              174                    87                          $54,554 $1,106 $55,660
3/0AL 2.38 4.23 9,565                 3,302                 14,378              6,878                     $30,666 $89,936 $120,602
3/0AS 2.38 4.23 267,579            18,013              4,724                 2,576                     $680,624 $30,885 $711,509
3/0CU 5.20 9.24 2,315                 -                    343                    171                        $12,043 $4,752 $16,794
336AA 2.04 5.93 31,060              11,112              418                    304                        $86,029 $4,285 $90,314
336AL 2.04 5.93 19,595              19,012              81,854              29,733                   $78,757 $661,706 $740,463
336AS 2.12 6.63 75,760              3,066                 237                    179                        $167,113 $2,759 $169,871
350AL 4.40 -                    -                    1,797                 706                        $0 $11,015 $11,015
397AS 2.12 307                    -                    -                    -                         $651 $0 $651
4/0A5 1.66 1,323                 -                    -                    -                         $2,196 $0 $2,196
4/0AA 1.66 3.21 7,160,936         1,473,248         3,159                 4,352                     $14,332,747 $24,111 $14,356,857
4/0AL 1.66 3.21 543,956            123,911            1,305,561         603,682                 $1,108,660 $6,128,668 $7,237,327
4/0AS 1.66 3.21 307,130            102,267            2,200                 1,100                     $679,600 $10,595 $690,195
4/0AW 1.66 -                    246                    -                    -                         $408 $0 $408
4/0CU 4.52 8.74 73,217              76,332              3,271                 2,188                     $675,963 $47,712 $723,676
4/0Un 1.66 3.21 -                    293                    610                    305                        $487 $2,936 $3,423
4A5 0.78 742                    742                    -                    -                         $1,158 $0 $1,158
4AA 0.78 1.15 25,299              17,578              12,708              7,729                     $33,444 $23,503 $56,947
4AAA 0.78 -                    1,312                 -                    -                         $1,023 $0 $1,023
4AAS 0.78 260                    260                    -                    -                         $406 $0 $406
4ACC 1.26 3.62 244,736            151,858            3,362                 1,990                     $499,708 $19,374 $519,082
4ACU 1.26 -                    708                    -                    -                         $892 $0 $892
4AL 0.78 1.15 17,293              14,444              2,150,359         1,653,808              $24,755 $4,374,792 $4,399,547
4AS 0.78 1.15 973,852            886,849            70,229              40,974                   $1,451,347 $127,883 $1,579,230
4CC 1.26 3.62 227                    3,325                 294                    454                        $4,476 $2,705 $7,180
4CO 1.26 236                    -                    -                    -                         $298 $0 $298
4CU 1.26 3.62 5,021,795         3,204,502         1,114,140         621,072                 $10,365,134 $6,281,466 $16,646,600
4CW 1.26 3.62 14,083              14,331              4,826                 2,584                     $35,802 $26,822 $62,623
4Un 0.78 1.15 269                    156                    -                    157                        $331 $180 $511
500AL 6.15 -                    -                    2,916                 740                        $0 $22,485 $22,485
500CU 35.96 -                    -                    278                    86                          $0 $13,060 $13,060
556AL 2.52 4.87 5,657,769         14,244              9,563                 2,658                     $14,293,473 $59,550 $14,353,022
6AA 0.78 7,507                 6,164                 -                    -                         $10,664 $0 $10,664
6AAL 1.15 -                    -                    644                    644                        $0 $1,481 $1,481
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Conductor 
Size/Type

Pri. Est. 
Installed 
Cost per 

Foot

Sec. Est. 
Installed 
Cost per 

Foot
Pri Span Total 
(feet)

Pri Neutral 
Span Total 
(feet)

Sec Span Total 
(feet)

Sec Neutral Span 
Total (feet) Pri Investment

Sec 
Investment

Total 
Investment

6ACC 1.26 3.62 2,179,307         1,863,959         99,859              65,288                   $5,094,516 $597,832 $5,692,348
6ACU 1.26 1,637                 1,122                 -                    -                         $3,476 $0 $3,476
6AL 0.78 1.15 3,929                 4,152                 2,168                 1,313                     $6,304 $4,004 $10,308
6AS 0.78 1.15 6,101                 3,259                 791                    791                        $7,300 $1,820 $9,120
6CC 1.26 3.62 886,177            677,418            138,726            75,394                   $1,970,130 $775,116 $2,745,246
6CU 1.26 3.62 224,462            117,418            145,612            84,235                   $430,768 $832,049 $1,262,817
6CW 1.26 3.62 1,342                 1,291                 29,858              20,770                   $3,318 $183,271 $186,588
6Un 0.78 523                    523                    -                    -                         $816 $0 $816
750AL 10.52 9.87 373                    -                    3,147                 820                        $3,925 $39,154 $43,079
795AL 3.06 83                      -                    -                    -                         $255 $0 $255
8AA 0.78 1,008                 1,008                 -                    -                         $1,573 $0 $1,573
8ACC 1.26 3.62 115,190            86,322              1,061                 747                        $253,905 $6,546 $260,451
8CC 1.26 3.62 87,595              67,134              1,492                 1,374                     $194,959 $10,374 $205,334
8CU 1.26 3.62 -                    580                    549                    172                        $731 $2,610 $3,341
UnknownAA 0.82 726                    13,289              -                    -                         $11,493 $0 $11,493
UnknownAL 0.82 1.52 656                    2,371                 7,868                 4,232                     $2,482 $18,392 $20,873
UnknownAS 0.82 -                    1,516                 -                    -                         $1,243 $0 $1,243
UnknownAW 0.82 -                    93                      -                    -                         $76 $0 $76
UnknownCC 2.36 7,222                 5,491                 -                    -                         $30,005 $0 $30,005
UnknownCU 2.36 898                    495                    -                    -                         $3,287 $0 $3,287
UnknownUn 0.82 1.52 24,020              46,348              91,697              74,450                   $57,702 $252,543 $310,245

Total 54,327,507       31,187,557       18,524,834       9,628,991              101,516,072  59,989,569    161,505,641 

Summary Primary Secondary Total
Total $101,516,072 $59,989,569 $161,505,641

62.86% 37.14% 100.00%

Primary Secondary Total

 Pri Span Total 
(feet) 

 Pri Neutral 
Span Total (feet) 

 Sec Span Total 
(feet) 

 Sec Neutral Span 
Total (feet) 

54,327,507       31,187,557       18,524,834     9,628,991            

Customer-related Primary cost: $0.82 Secondary cost: $1.52 $70,122,353 $42,793,814 $112,916,166
 43.42% 26.50% 69.91%
Demand-related $31,393,719 $17,195,756 $48,589,475
 19.44% 10.65% 30.09%

Note:  $0.82 is the average installed cost (material & labor) of a foot of overhead primary conductor (#2 Aluminum Alloy - 2AA).
Note:  $1.52 is the average installed cost (material & labor) of a foot of overhead secondary conductor (1 Oht - 1/OAA).
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Kentucky Power
Account 367 - Underground Conductors
Test Period Ending September 30, 2014

Conductor 
Size/Type

Pri. Est. 
Installed 
Cost per 

Foot

Sec. Est. 
Installed 
Cost per 

Foot

Pri Span 
Total      
(Feet)

Pri Neutral 
Span Total 

(Feet)
Sec Span Total 

(Feet)

Sec Neutral 
Span Total 

(Feet)
Pri 

Investment
Sec 

Investment
Total 

Investment
1/0AL 4.485 2.26 814816.4 35908.75 54975.1 25895.91 $3,815,502 $182,768 $3,998,271
1/0CU 26.91 13.56 8043.41 769.86 0 48.75 $237,165 $661 $237,826
2/0AL 3.33 0 0 2544.86 964.45 $0 $11,686 $11,686
2/0CU 26.91 2660.91 0 0 0 $71,605 $0 $71,605
2AL 3.24 2.26 36053 2876.44 2643.95 1478.08 $126,131 $9,316 $135,447
2CU 19.44 5183.27 58.07 0 0 $101,892 $0 $101,892
350AL 2.52 4.4 356.3 5351.66 192633.49 85268.29 $14,384 $1,222,768 $1,237,152
350CU 24.93 24.93 0 295.9 620.6 7438.83 $7,377 $200,922 $208,298
4/0AL 6.38 2.99 33981.08 7500.17 49562.78 23408.79 $264,650 $218,185 $482,835
4/0CU 23.85 23.85 0 860.23 543.98 271.99 $20,516 $19,457 $39,973
4AL 1.16 0 0 19949.71 16763.54 $0 $42,587 $42,587
4CU 4.28 0 0 281.12 140.56 $0 $1,805 $1,805
500AL 6.03 6.15 1428.87 90.8 10437.46 4372.14 $9,164 $91,079 $100,243
500CU 35.96 35.96 751.38 0 15452.06 0 $27,020 $555,656 $582,676
6AAL 0.78 1.08 0 0 406.23 406.23 $0 $877 $877
6AL 0.78 1.08 636.15 84.54 85068.58 71532.02 $562 $169,129 $169,691
6CC 3.57 0 0 116.73 116.73 $0 $833 $833
6CU 1.26 3.57 443.92 206.47 8286.95 6406.77 $819 $52,457 $53,276
750AL 10.52 9.87 46596.14 224.14 145.65 48.55 $492,549 $1,917 $494,466
750CU 54.23 54.23 887.7 0 729.24 40.7 $48,140 $41,754 $89,894
8CU 3.57 0 0 4620.98 2310.49 $0 $24,745 $24,745
UnknownA 4.485 4.4 1175.97 0 308.85 284.44 $5,274 $2,610 $7,885
UnknownU 4.485 4.4 4199.97 1041.03 5338.69 3728.99 $23,506 $39,898 $63,404

Total 5.20 4.10 957,214 55,268 454,667 250,926 5,266,258 2,891,110 8,157,368

Summary Primary Secondary Total
Total $5,266,258 $2,891,110 $8,157,368

64.56% 35.44% 100.00%

Primary Secondary Total
Pri Span 

Total      
(Feet)

Pri Neutral 
Span Total 

(Feet)
Sec Span Total 

(Feet)

Sec Neutral 
Span Total 

(Feet)
957,214 55,268 454,667 250,926

Customer-related Primary cost $3.24 Secondary cost $2.26 $3,280,443 $1,594,641 $4,875,084
 40.21% 19.55% 59.76%
Demand-related $1,985,814 $1,296,470 $3,282,284
 24.34% 15.89% 40.24%

Note:  $3.24 is the current installed cost (material & labor) of a foot of underground primary conductor (#2 Aluminum - 2AL).
Note:  $2.26 is the current installed cost (material & labor) of a foot of underground secondary conductor (1 Oht - 1/OAL).
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Kentucky
Account 368 - Transformers

company major_location utility_account state retirement_unit activity cost @ 9/2014
secondary voltage 

allocation
primary voltage 

allocation
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Cutout or Fuse Mounting - Inactive 828.71$                                 $829
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Protector 2,368.10$                              $2,368
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Transformer 87,776.74$                            $87,777
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Switch, Time All Types 94,358.76$                            $94,359
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Switch, Oil 1 Ph Remote Control 114,379.60$                          $114,380
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Arrester 117,080.93$                          $117,081
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Capacitor Switch 236,243.36$                          $236,243
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Controller, Capacitor 393,682.33$                          $393,682
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Non-unitized 906,864.12$                          $906,864
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Regulator Controller 1,217,406.87$                       $1,217,407
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Capacitor, Unit or Bank 1,583,501.73$                       $1,583,502
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Regulator 5,655,520.59$                       $5,655,521
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Cutout or Fuse Mounting 14,099,822.48$                     $14,099,822
Kentucky Power - Distr Distribution Mass Prop - KY, KEP 36800 - Line Transformers KY                Transformer, Line 97,811,788.95$                     $97,811,789

VA                 Total $122,321,623.27 $97,899,565.69 $24,422,057.58
Summary Secondary Primary
Total 80.03% 19.97%

# of Transformers $/Transformer
OH Distribution Transformers 89,197                                               $1,116 99,543,852.00$        
UG Distribution Transformers 1,459                                                 $1,584 2,311,056.00$       Secondary Primary
Total Customer Related 90,656                                               101,854,908.00$    Total Customer Related 81,519,121$                   20,335,787$                  
Remaining Demand Related Portion $20,466,715.27 Remaining Demand Related Portion $16,380,444.29 $4,086,270.98

  Customer-related 66.64% 16.62%
  Demand-related 13.39% 3.34%

 
Note:  Current installed cost (material & labor) of 25 kVA single phase overhead transformer is $1,116.
Note:  Current installed cost (material & labor) of 25 kVA single phase underground transformer is $1,584.

Test Period Ending September 30, 2014
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Big Sandy 1 Operations Rider (BS1OR)
Big Sandy 1 Coal Operations
Revenue Requirement

KY Retail
Non Fuel Plant O&M ‐ Demand 9,150,077$    a
Non Fuel Plant O&M ‐ Energy 3,351,767$    b
Jan‐ Sept 14 PJM Charges and Credits 4,239,908$    c
Annualize PJM Charges and Credits 5,653,211$    d = c/9*12
Total BS1 Operational Expense  18,155,055$  e = a+b+d
gross up factor 1.004977 f
KY Retail Total 18,245,413$  g = e*f

Demand Total 9,195,617$    h = a*f
Energy Total 9,049,796$    i= (b+d)*f
Total 18,245,413$ 
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KPCo KY Retail PSC Jurisdiction 
Class Billing Determinants
12 Months Ended Sept 2014

Class kWh Energy kW 12 CP
(1)

RES 2,260,149,747    533,531               
SGS 142,560,729       23,371                 
MGS 507,158,704       89,768                 
Non Demand MGS Sec 6,484,718           
LGS 705,405,060       119,482               
LGS LMTOD 1,959,939           
QP/CIP 2,818,677,591    368,192               
MW 3,864,039           518                      
OL 37,640,598         355                      
SL 8,190,082           81                        

Total 6,492,091,207    1,135,298            
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KPCo KY Retail PSC Jurisdiction 
Class Billing Determinants
12 Months Ended Sept 2014

Class kWh Energy kW 12 CP
(1)

RES 2,260,149,747      533,531      
SGS 142,560,729         23,371        
MGS 507,158,704         89,768        
Non Demand MGS Sec 6,484,718             
LGS 705,405,060         119,482      
LGS LMTOD 1,959,939             
QP/CIP 2,818,677,591      368,192      
MW 3,864,039             518             
OL 37,640,598           355             
SL 8,190,082             81               

Total 6,492,091,207      1,135,298   
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DIRECT TESTIMONY OF 
RANIE K. WOHNHAS, ON BEHALF OF 

KENTUCKY POWER COMPANY  
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

 
                                                       

I. INTRODUCTION 
 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A. My name is Ranie K. Wohnhas.  My position is Managing Director, Regulatory 2 

and Finance, Kentucky Power Company (“Kentucky Power” or “Company”).  My 3 

business address is 101 A Enterprise Drive, Frankfort, Kentucky 40601. 4 

II. BACKGROUND 

Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND 5 

BUSINESS EXPERIENCE. 6 

A. I received a Bachelor of Science degree with a major in accounting from Franklin 7 

University, Columbus, Ohio in December 1981.  I began work with Columbus 8 

Southern Power in 1978 working in various customer services and accounting 9 

positions.  In 1983, I transferred to Kentucky Power Company working in 10 

accounting, rates and customer services.  I became the Billing and Collections 11 

Manager in 1995 overseeing all billing and collection activity for the Company.  12 

In 1998, I transferred to Appalachian Power Company working in rates.  In 2001, 13 

I transferred to the AEP Service Corporation working as a Senior Rate 14 

Consultant.  In July 2004, I assumed the position of Manager, Business 15 

Operations Support and was promoted to Director in April 2006.  I was promoted 16 

to my current position as Managing Director, Regulatory and Finance effective 17 

September 1, 2010. 18 
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Q. WHAT ARE YOUR RESPONSIBILITIES AS MANAGING DIRECTOR, 1 

REGULATORY AND FINANCE? 2 

A. I am primarily responsible for managing the regulatory and financial strategy for 3 

Kentucky Power.  This includes planning and executing rate filings for both 4 

federal and state regulatory agencies and certificate of public convenience and 5 

necessity (“CPCN”) filings before this Commission.  I am also responsible for 6 

managing the Company’s financial operating plans including various capital and 7 

O&M operational budgets that interface with all other AEP organizations 8 

affecting the Company’s performance.  As part of the financial strategy, I work 9 

with various AEPSC departments to ensure that adequate resources such as debt, 10 

equity and cash are available to build, operate, and maintain Kentucky Power’s 11 

electric system assets providing service to our retail and wholesale customers.  In 12 

my role as Managing Director, Regulatory and Finance, I report directly to 13 

Gregory G. Pauley, President and Chief Operating Officer of Kentucky Power.    14 

 Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION? 15 

A. Yes. I have testified before this Commission in various fuel review proceedings 16 

and filed testimony in the Company’s three most recent base rate case filings, 17 

Case No. 2005-00341, Case No. 2009-00459 and Case No. 2013-00197.  Other 18 

cases in which I have testified include an environmental compliance plan, Case 19 

No. 2011-00401; a real-time pricing proceeding, Case No. 2012-00226; the 20 

transfer of the Mitchell Generating Station to Kentucky Power, Case No. 2012-21 

00578; the CPCN filing to convert Big Sandy Unit 1 to gas, Case No. 2013-22 

00430; the current DSM application before the Commission, Case No. 2014-23 
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00271; and the current FAC review before the Commission, Case No. 2014-1 

00225.    2 

III. PURPOSE OF TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 3 

PROCEEDING? 4 

A. The purpose of my testimony is to support: (1) the revenue requirement being 5 

proposed by the Company; (2) adjustments to the Company’s capitalization; (3) 6 

certain known and measurable adjustments to test year revenues and operating 7 

expenses; and (4) certain tariff revisions. 8 

IV. FILING REQUIREMENTS 

Q. PLEASE DESCRIBE SECTION IV OF THE COMPANY’S FILING. 9 

A. Section IV of the Company’s filing is the financial exhibit required by the 10 

Commission regulation in 807 KAR 5:001, Section 12.  Balance sheet data is 11 

shown as of September 30, 2014, and income statement data is for the twelve 12 

months ended September 30, 2014.  This complies with the ninety-day rule set 13 

forth in 807 KAR 5:001, Section 12(1)(a).   14 
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Q. HAS THE COMPANY COMPLIED WITH THE COMMISSION’S 1 

REGULATIONS REQUIRING CERTAIN ADDITIONAL DATA TO BE 2 

FILED? 3 

A. Yes.  This information required to be filed with a general rate case, including 4 

those set forth in 807 KAR 5:001, Section 16, has been incorporated into Section 5 

II of the Company’s filing. 6 

Q. HAVE YOU PREPARED ANY SCHEDULES OR WORKPAPERS IN 7 

CONNECTION WITH YOUR TESTIMONY? 8 

A. Yes.  The summaries and details of the Capitalization and Rate Base amounts, and 9 

the adjustments to the “per books” results of operations that I am sponsoring are 10 

set forth in various schedules of Section V of the Company’s filing.  In particular, 11 

I am sponsoring the following Schedules: 12 

• Schedule 1: Fully Adjusted Base Case Summary 13 

• Schedule 2: Revenue Requirement 14 

• Schedule 3: Capitalization 15 

• Schedule 4: Adjustment Summary  16 

I am also sponsoring a number of specific adjustments contained within Schedule 17 

4 (Adjustment Summary) and identify the specific workpaper sheet number where 18 

appropriate. 19 

Q. WERE THESE SCHEDULES AND EXHIBITS PREPARED BY YOU OR 20 

UNDER YOUR DIRECTION? 21 

A. Yes. 22 
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Q. WHAT INFORMATION ON THE SUMMARIES AND ADJUSTMENTS 1 

ARE YOU SPONSORING? 2 

A. I am responsible for the total Company amounts shown or used to derive the 3 

Kentucky Power retail jurisdictional amounts.  Company Witness Listebarger 4 

furnished the Kentucky Power retail jurisdictional amounts and the allocation 5 

factors required to calculate such amounts.  Company Witness Listebarger is also 6 

responsible for the allocation methodology. 7 

V. PROPOSED INCREASE IN ANNUAL REVENUES 

Q. PLEASE DESCRIBE THE REVENUE REQUIREMENT BEING 8 

PROPOSED BY THE COMPANY. 9 

A. The Company is proposing an annual revenue requirement of $630,570,077.  This 10 

represents an increase of $69,977,002 over the Test Year ended September 30, 11 

2014 adjusted revenues of $560,593,075 or an increase of approximately 12.48%.  12 

This annual revenue requirement presumes the Company’s proposed treatment of 13 

transmission revenues and expenses in base rates (“Transmission Adjustment”) is 14 

approved by the Commission.  Without the proposed Transmission Adjustment, 15 

the increase in annual revenue requirement will be $70,103,910 – an increase of 16 

approximately 12.51%  The derivation of the Transmission Adjustment is 17 

described in the testimony of Company Witness Vaughan.   18 

Q. CAN YOU SUMMARIZE THE DEVELOPMENT OF THE PROPOSED 19 

ANNUAL REVENUE REQUIREMENT? 20 

A. Kentucky Power’s proposed annual revenue requirement is the sum of five 21 

distinct components.   22 
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First, the annual revenue requirement for base rates was developed.  The  1 

development of this requirement is shown on Schedule 1 (Fully Adjusted Base 2 

Case Summary) of Section V of the Company’s filing.  Schedule l summarizes the 3 

components of Net Electric Operating Income for the twelve months ended 4 

September 30, 2014, as adjusted, under present rates in Column 3; and the effects 5 

of the proposed rate decrease on those components in Column 4.  Also shown are 6 

the components of Net Electric Operating Income after giving effect to the 7 

proposed rate decrease in Column 5.  Finally, the total amount of rate base and 8 

capitalization is also shown as well as the calculated overall rates of return.   9 

Q. PLEASE EXPLAIN WHAT SCHEDULE 2 (REVENUE REQUIREMENT) 10 

OF SECTION V ILLUSTRATES. 11 

A. Schedule 2 shows how Kentucky Power derived the proposed decrease of 12 

$4,696,331 in the Company’s annual revenue requirement without the proposed 13 

Transmission Adjustment..  Schedule 1, Line 24 shows the proposed decrease of 14 

$4,823,239 in the Company’s annual revenue requirement with the proposed 15 

Transmission Adjustment.  16 

Q. PLEASE DESCRIBE THE INFORMATION PROVIDED BY SCHEDULES 17 

3 (CAPITALIZATION) AND 4 (ADJUSTMENTS) OF SECTION V. 18 

A. Schedule 3 shows the Company’s development of the adjusted capitalization 19 

amount used to develop the decrease in annual revenue requirement.  Schedule 4 20 

identifies the known and measurable adjustments to test year revenue, expenses 21 

and rate base.  Details of each adjustment are shown in the workpapers to 22 

Schedule 4. 23 
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Q. WHAT WAS THE SECOND COMPONENT OF THE COMPANY’S 1 

PROPOSED ANNUAL REVENUE REQUIREMENT? 2 

A. Next, pursuant to Paragraphs 4 and 14 of the July 2, 2103 Stipulation and 3 

Settlement Agreement in Case No. 2012-00578, Kentucky Power is authorized to 4 

recover through a separate rider the Big Sandy Unit 2 retirement costs, as well as 5 

the coal-related Big Sandy Unit 1 retirement costs on a levelized basis, including 6 

a weighted average cost of capital carry charge, over 25 years.  In the Stipulation 7 

and Settlement Agreement the Company denominated the rider as Asset Transfer 8 

Rider 2 (“A.T.R.-2”); however,  the Company is proposing to change the name of 9 

this rider to Big Sandy Retirement Rider (“BSRR”) to avoid any confusion to the 10 

Company’s customers as they see specific line items on their bills.  The annual 11 

BSRR revenue requirement is $21,855,982.   12 

Q, PLEASE EXPLAIN THE NEXT COMPONENT OF THE COMPANY’S 13 

ANNUAL REVENUE REQUIREMENT. 14 

A. Third, the Company is proposing to recover through the new Big Sandy Unit 1 15 

Operation Rider (“BS1OR”) the following: (1) the non-fuel costs of operating the 16 

Big Sandy Unit 1 as a coal facility until the conversion of the unit to natural gas,  17 

(2) the non-fuel costs of operating Big Sandy Unit 1 as a natural gas-fired 18 

generating station, and (3) the return on and of the capital investment required for 19 

the conversion of Big Sandy Unit 1 to a natural gas-fired unit once the gas-fired 20 

unit is placed in service.  The BS1OR will remain in place until the rates 21 

established in the Company’s next base rate case become effective.  At that time 22 

the costs to be recovered through BS1OR will be rolled into base rates and the 23 
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BS1OR will be discontinued.  The annual revenue requirement for BS1OR, 1 

without recovery of any capital costs associated with the conversion of the unit to 2 

natural gas, is $18,245,413.   3 

Q. WHAT IS THE NEXT COMPONENT OF THE COMPANY’S ANNUAL 4 

REVENUE REQUIREMENT 5 

A. Fourth, pursuant to Paragraph 6 of the Stipulation and Settlement Agreement, 6 

Kentucky Power’s share of the capital and O&M costs associated with the flue 7 

gas desulfurization (FGD) system at the Mitchell station is to be collected through 8 

the Environmental Surcharge Tariff and not base rates.  As a result this amount 9 

was removed from base rates.  The annual revenue requirement for the Mitchell 10 

FGD to be recovered through the Environmental Surcharge is $34,391,339.   11 

Q. WHAT IS THE FINAL COMPONENT OF KENTUCKY POWER’S 12 

ANNUAL REVENUE REQUIREMENT? 13 

A. Finally, the Company is proposing the Kentucky Economic Development 14 

Surcharge (“K.E.D.S.”), which imposes a $0.15 per month charge on each 15 

customer bill that will produce a fund to support needed economic development in 16 

the Company’s service territory.  Based on the test year data, the K.E.D.S. will 17 

collect $307,506 annually from the Company’s customers.  The Company will 18 

match the annual amount collected from customers with shareholder funds.  19 

Additional information about the K.E.D.S. can be found in the testimony of 20 

Company Witness Rogness. 21 

These five components produce a total increase, with the Transmission 22 

Adjustment, in the Company’s annual revenue requirement of $69,977,002. 23 
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Q. WHAT PART OF THE REVENUE REQUIREMENT INCREASE IS 1 

RELATED TO THE CHANGES IN KENTUCKY POWER’S 2 

GENERATION PORTFOLIO? 3 

A. Kentucky Power’s addition of the 50% undivided interest in the Mitchell 4 

generating station, the retirement of the coal-related assets at Big Sandy, and the 5 

termination of the AEP-East Pool are responsible for approximately $37.7 million 6 

dollars of the increase in revenue requirement.  This is 54% of the total increase. 7 

Q. WHAT EFFECT ON RATES DOES THE CHANGE IN REVENUE 8 

REQUIREMENT DUE TO CHANGES IN THE COMPANY’S 9 

GENERATION PORTFOLIO HAVE? 10 

A. The generation portfolio change related revenue requirement increase results in a 11 

6.73 % increase in rates based on the test year revenue.   12 

Q. HOW DOES THE CHANGE IN REVENUE REQUIREMENT DUE TO 13 

CHANGES IN THE COMPANY’S GENERATION PORTFOLIO 14 

COMPARE WITH THE PROJECTED CHANGE PROVIDED DURING 15 

CASE NO. 2012-00578? 16 

A. Calculating the percent increase in revenue requirement arising from the change 17 

in the Company’s generation portfolio utilizing the Case 2013-00197 18 

jurisdictional revenue amounts results in a non-fuel increase of 6.79%.  This 19 

compares favorably, on an “apples to apples” basis, with the 8.21% non-fuel 20 

increase projected in the Company’s response to Staff Data Request 5-10 in Case 21 

No. 2012-00578. 22 
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Q. IS KENTUCKY POWER PROPOSING TO EQUALIZE RATES OF 1 

RETURN ACROSS ALL CUSTOMER CLASSES? 2 

A. No.  Kentucky Power is not proposing to equalize its rates of return over all 3 

customer classes because the impact of doing so would be significant on certain 4 

customer classes, especially residential.  As shown in the testimony of Company 5 

Witness Stegall, the residential customer class has the lowest rate of return.  To 6 

equalize the rates of return across classes would result in a far greater increase in 7 

rates for the Company’s residential customers.  The Company is proposing to 8 

make a slight movement towards equalizing rates of return across all customer 9 

classes.  10 

VI. CAPITALIZATION ADJUSTMENTS 

Q. WOULD YOU PLEASE DESCRIBE EACH OF THE CAPITALIZATION 11 

ADJUSTMENTS THAT YOU ARE SPONSORING? 12 

A. Yes. The details of the Capitalization adjustments are set forth on Section V, 13 

Schedule 3, as follows: 14 

   Adjustment                                                  Schedule 3 

  1. Pro Forma Debt      Column 4  15 

  2. Big Sandy Coal Stock    Column 5 16 

  3. Big Sandy Coal-Related Assets   Column 6 17 

  4. Big Sandy Material & Supplies (M&S)  Column 7 18 

  5. Big Sandy CWIP     Column 8 19 

  6. Mitchell FGD     Column 9 20 

  7. Mitchell Coal Stock    Column 10 21 
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  8. Franklin Realty Company A/C 124  Column 11 1 

  9. Carrs Site      Column 12 2 

  10. Non-Utility Property    Column 13 3 

Q. HOW ARE THE CAPITALIZATION ADJUSTMENTS ALLOCATED 4 

AMONG LONG-TERM DEBT, SHORT-TERM DEBT, AND COMMON 5 

EQUITY? 6 

A. With the exception of the pro forma debt adjustment and the adjustment relating 7 

to coal stocks, the Company allocated the capitalization adjustments ratably 8 

among long-term debt, short-term debt, and common equity based on each 9 

components percent share of total capitalization at the end of the test year on 10 

September 30, 2014.  The Company calculated the percentage of short term debt 11 

by summing the accounts receivable financing and short-term debt balances on 12 

September 30, 2014 and dividing that amount by the total capitalization on 13 

September 30, 2014. 14 

Pro Forma Debt Adjustment 
(Schedule 3, Column 4) 

 
 The Company increased the long-term debt component of its capitalization by a 15 

net of $5 million as a result of transactions completed after the end of the test 16 

year.  The specifics of these transactions are described in more detail in the 17 

testimony of Company Witness Reitter. 18 

Big Sandy Coal Stock Adjustment 
(Schedule 3, Column 5) 

 Kentucky Power removed the entire coal inventory at the Big Sandy Plant to 19 

comply with the Stipulation and Settlement Agreement.  Because the coal 20 
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inventory is usually financed with short-term debt, the Company made this 1 

adjustment to its September 30, 2014 short-term debt. 2 

Big Sandy Coal-Related Asset Adjustment 
(Schedule 3, Column 6) 

 Kentucky Power removed all coal-related assets at the Big Sandy Plant to comply 3 

with the Stipulation and Settlement Agreement.  The remaining value of the coal 4 

assets will be recovered through the BSRR.   5 

Big Sandy M&S Adjustment 
(Schedule 3, Column 7) 

 Kentucky Power removed the entire M&S value at the Big Sandy Plant to comply 6 

with the Stipulation and Settlement Agreement.  The M&S needed to operate Big 7 

Sandy Unit 1 until it is converted to gas and until the Company’s next base rate 8 

case will be recovered through the BS1OR.   9 

Big Sandy CWIP Adjustment 
(Schedule 3, Column 8) 

 Kentucky Power removed the entire CWIP value at the Big Sandy Plant to 10 

comply with the Stipulation and Settlement Agreement.  The CWIP needed to 11 

operate Big Sandy Unit 1 until it is converted to gas and until the rates established 12 

in the Company’s next base rate case become effective will be recovered through 13 

the BS1OR.   14 

Mitchell FGD Adjustment 
(Schedule 3, Column 9) 

 Kentucky Power removed the entire Mitchell FGD balance from base rates.  15 

Those costs will be recovered through the Company’s Environmental Surcharge 16 

Tariff in compliance with the terms of the Stipulation and Settlement Agreement.   17 



WOHNHAS – 13 

 

Mitchell Coal Stock Adjustment 
(Schedule 3, Column 10) 

 The coal inventory target at the Mitchell Plant is separately developed for the low 1 

and high sulfur coal.  On September 30, 2014 the Mitchell Plant had 53,851 tons 2 

(Kentucky Power’s 50% share) of low sulfur coal on hand at an average cost of 3 

$66.77 per ton and a total value (on September 30, 2014) of $3,595,618.  The 4 

target low sulfur coal inventory is 111,480 tons (Kentucky Power’s 50% share).  5 

Thus, the difference between the September 30, 2014 low sulfur coal inventory 6 

and the target low sulfur coal inventory is 57,629 tons with a value of $3,847,902.   7 

On September 30, 2014 the Mitchell Plant had 110,692 tons (Kentucky 8 

Power’s 50% share) of high sulfur coal on hand at an average cost of $57.76 per 9 

ton and a total value (on September 30, 2014) of $6,393,935.  The target high 10 

sulfur coal inventory is 55,740 tons (Kentucky Power’s 50% share).  Thus, the 11 

difference between the September 30, 2014 high sulfur coal inventory and the 12 

target high sulfur coal inventory is (54,952) tons with a value of ($3,174,393).   13 

The net difference between coal inventory value at Mitchell on September 14 

30, 2014 and the target inventory value $673,509.  Because the coal inventory is 15 

usually financed with short-term debt, the Company made this adjustment to its 16 

September 30, 2014 short-term debt. 17 

Franklin Realty Company Account No. 124 Property 
(Schedule 3, Column 11) 

 The Franklin Realty Company (FRECO) investment, recorded in Account No. 18 

124, was removed from the Company’s capitalization. 19 
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Carrs Site Adjustment 
(Schedule 3, Column 12) 

 The Carrs Site investment was removed from the Company’s capitalization. 1 

Non-Utility Property 
(Schedule 3, Column 13) 

 The Non-Utility property investment was removed from the Company’s 2 

capitalization. 3 

VII. REVENUE AND OPERATING EXPENSE ADJUSTMENTS 

Q. WOULD YOU PLEASE IDENTIFY AND DISCUSS EACH OF THE 4 

REVENUE AND OPERATING EXPENSE ADJUSTMENTS THAT YOU 5 

ARE SPONSORING? 6 

A. Yes. The details of the revenue and operating expense adjustments are set forth on 7 

various pages of Section V, Exhibit 2.  Specifically, I am sponsoring the 8 

following adjustments:  9 

                           Adjustment Name                          Adjustment No. 

 1. Normalization Major Storms W13 10 

 2. Amortization Storm Cost Deferral W14 11 

 3. Amortization of Deferred IGCC Costs W21 12 

 4. Amortization of Deferred CCS FEED Study W22 13 

 5. Amortization of Deferred CARRS Site Costs W23 14 

 6. Amortization of Deferred Preliminary Big Sandy FGD Costs W24 15 

 7. Mitchell Plant Maintenance Normalization W34 16 

 8. Amortization of Intangible Plant W38 17 

 9. Interest Synchronization W48 18 
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 10. AFUDC Offset  W52 1 

Additional information regarding each of these adjustments is provided below. 2 

Normalization of Major Storms Adjustment 
(Section V, Exhibit 2, Adjustment W13) 

Q. HOW WAS THE MAJOR STORM NORMALIZATION ADJUSTMENT 3 

CALCULATED? 4 

A. The Company adjusted its test year storm damage expense, less in-house labor, by 5 

using a three year average storm damage expense, less in-house labor, adjusted by 6 

the Handy-Whitman Contract Labor Index. The deferral costs granted in Case No. 7 

2012-00445 were also removed before the 3-year average was calculated.  Using 8 

the three year average and deducting the test year level of storm damage expense, 9 

less deferral, results in a decrease to expenses of $647,763. 10 

Amortization of Major Storm Deferral Adjustment 
(Section V, Exhibit 2, Adjustment W14) 

 
Q. HOW WAS THE AMORTIZATION OF MAJOR STORM DEFERRAL 11 

ADJUSTMENT CALCULATED? 12 

A. In Case No. 2009-00459, the Commission authorized the Company to defer storm 13 

costs totaling $24,492,206 and amortize the recovery of the costs over five years.  14 

The amortization of the costs authorized in Case No. 2009-00459 will be 15 

complete as of June 2015, and accordingly, the annual amount of $4,698,444 was 16 

eliminated from the amortization calculation.  In Case No. 2012-00445 the 17 

Commission authorized the Company to defer storm costs of $12,146,000 and 18 

amortize the costs over five years beginning when the Company’s base rates were 19 

next established by the Commission.  Accounting for completion of the recovery 20 

of the costs that were authorized under Case No. 2009-00459 and the start of 21 
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recovery of the costs authorized under Case No. 2012-00445, the net adjustment 1 

is a reduction of $2,237,475 from the test year. 2 

Amortization of Deferred IGCC Costs 
(Section V, Exhibit 2, Adjustment W21) 

 
Q. PLEASE DESCRIBE THE IGCC RELATED COSTS THE COMPANY IS 3 

SEEKING TO RECOVER. 4 

A. The Company incurred preliminary engineering and development costs relating to 5 

the potential construction and operation of an integrated gasification combined 6 

cycle (“IGCC”) generation facility in Kentucky.  The feasibility of the IGCC 7 

facility depended on the Kentucky General Assembly adopting legislation that 8 

would support the recovery of the facility’s costs through rates.  The General 9 

Assembly failed to adopt such legislation and, as a result, the facility became 10 

uneconomic.  The preliminary engineering and development costs were, however, 11 

prudently incurred in support of this facility.  The Company is seeking to recover 12 

these costs amortized over twenty-five years.  Company Witness Yoder describes 13 

the derivation of the adjustment amount in his testimony. 14 

Amortization of Deferred CCS FEED Study 
(Section V, Exhibit 2, Adjustment W22) 

 
Q. PLEASE DESCRIBE THE COSTS ASSOCIATED WITH THE CCS FEED 15 

STUDY. 16 

A. As part of its investigations to address emerging environmental regulations, AEP 17 

conducted a carbon capture and sequestration (“CCS”) study at its Mountaineer 18 

generating station in West Virginia.  Because the benefits of the study would be 19 

enjoyed by each operating company with coal-fired generation, AEP allocated the 20 
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costs among those companies.  The Company is now seeking to amortize and 1 

recover its share of the CCS study costs.  The Company prudently incurred these 2 

costs as part of the investigation of mechanisms to address emerging 3 

environmental regulations.  The Company is seeking to recover these costs 4 

amortized over twenty-five years.  Company Witness Yoder describes the 5 

derivation of the adjustment amount in his testimony. 6 

Amortization of Deferred CARRS Site Costs 
(Section V, Exhibit 2, Adjustment W23) 

 
Q. PLEASE DESCRIBE THE COSTS RELATED TO THE CARRS SITE THE 7 

COMPANY IS SEEKING TO RECOVER. 8 

A. As part of its long-term planning, the Company purchased property (the “Carrs 9 

Site”) in Lewis County, Kentucky as a potential site for a new generation facility.  10 

In addition, the Company conducted preliminary site design and engineering work 11 

to support developing the property.  The Company has elected not to pursue the 12 

construction of new generation at the Carrs Site at this time and has removed the 13 

land-related costs for this site from rate base.  The Company is seeking, however, 14 

to recover the engineering and site design costs.  The Company prudently 15 

incurred these costs as part of its long-term generation resource planning.  The 16 

Company is seeking to recover these costs amortized over twenty-five years.  17 

Company Witness Yoder describes the derivation of the adjustment amount in his 18 

testimony. 19 
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Amortization of Deferred Preliminary Big Sandy FGD Costs 
(Section V, Exhibit 2, Adjustment W24) 

 
Q. PLEASE DESCRIBE THE COSTS INCURRED BY KENTUCKY POWER 1 

IN CONNECTION WITH ITS INVESTIGATION OF THE LEAST-COST 2 

DISPOSITION OF THE BIG SANDY PLANT IN LIGHT OF 3 

ENVIRONMENTAL REQUIREMENTS. 4 

A. Beginning in 2004, the Company began evaluating potential alternatives to 5 

comply at the Big Sandy Plant with emerging environmental regulations under the 6 

Clean Air Act.  This investigation included engineering and design work related 7 

to the potential installation of wet and dry flue gas desulfurization systems at the 8 

plant.  In the end, the Company’s evaluation showed that the transfer of a 50% 9 

interest in the already-scrubbed Mitchell Plant was the least cost-alternative for 10 

the Company and its customers.  The Company prudently incurred the 11 

preliminary Big Sandy FGD investigation costs as part of its comprehensive 12 

evaluation of options to address the effect of emerging environmental regulations 13 

at Big Sandy Unit 2.   14 

Q. DID THE COMPANY SEEK RECOVERY OF THE BIG SANDY 15 

PRELIMINARY INVESTIGATION COSTS IN CASE NO. 2012-00578? 16 

A. Yes.  Kentucky Power sought recovery of the Big Sandy FGD investigation costs 17 

in its application in Case No. 2012-00578.  The July 2, 2013 Stipulation and 18 

Settlement Agreement among Kentucky Power, Kentucky Industrial Utility 19 

Customers, Inc. and the Sierra Club contained a provision allowing Kentucky 20 

Power to accumulate and defer for review and recovery $28,113,304 of Big Sandy 21 
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FGD investigation costs.  The agreement further provided that the costs would be 1 

recovered over a five year period.   2 

Q. DID THE COMMISSION APPROVE THE JULY 2, 2013 STIPULATION 3 

AND SETTLEMENT AGREEMENT WITHOUT MODIFICATION? 4 

A. No, as a condition of its approval of the Stipulation and Settlement the 5 

Commission required the Company to agree to four modifications to the 6 

agreement.  Among these was the elimination of Paragraph 8, which provided for 7 

the deferral and recovery of the Big Sandy FGD investigation costs.   On October 8 

14, 2013, Kentucky Power filed its written acceptance of the modifications. 9 

Q. WHAT WAS THE COMMISSION’S EXPLANATION FOR REQUIRING 10 

THE MODIFICATION OF THE STIPULATION AND SETTLEMENT 11 

AGREEMENT? 12 

A. Although the Commission’s Order speaks for itself, the following excerpt seems 13 

to contain the most important considerations: 14 

[G]iven the uniqueness of the situation presented herein, the Commission 15 
finds that this provision of the Stipulation is not reasonable and should be 16 
stricken. We note that the proposed acquisition will result in a 5.33 percent 17 
rate increase to Kentucky Power’s customers … [during the interim period 18 
and] Kentucky Power projects that its ratepayers will see an additional 19 
increase of approximately 8.21 percent … [in connection with  this 20 
application.]  The Commission finds that the potential imposition of the 21 
$28 million Scrubber Study Costs, in addition to the costs associated with 22 
the Mitchell acquisition, is not reasonable, particularly when the Scrubber 23 
Study Costs, although spanning a significant period of time, did not result 24 
in a formal Kentucky Power proposal upon which the Commission 25 
rendered a decision based on its merits.  The Commission likewise finds 26 
the potential imposition of the Scrubber Study Costs on ratepayers not 27 
reasonable due to the fact that a study of this magnitude did not result in 28 
the addition of a scrubber of other pollution control facilities at Big Sandy 29 
Unit 2. 30 
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Q. WHY SHOULD THIS COMMISSION APPROVE THE RECOVERY OF 1 

COSTS ASSOCIATED WITH A PROJECT THAT ULTIMATELY WAS 2 

NOT CONSTRUCTED? 3 

A. The transfer of the 50% undivided interest in the Mitchell generating station to 4 

Kentucky Power first became available in 2012.  The cumulative present worth of 5 

the Mitchell Transfer, coupled with the conversion of Big Sandy Unit 1 to a 6 

natural gas fired unit, was approximately $626 to $819 million less expensive 7 

than the cost of retrofitting Big Sandy Unit 2 with a FGD.  The Commission 8 

recognized this savings in its Order approving the Mitchell Transfer.   9 

 In addition, denying recovery of investigation expense because a much 10 

less expensive alternative ultimately becomes available discourages the sort of 11 

open-minded investigation that yielded the Mitchell Transfer. 12 

Q. WHAT IS THE PROPOSED AMORTIZATION PERIOD FOR THESE 13 

COSTS? 14 

A. The Company is seeking to recover over twenty-five (25) years the costs incurred 15 

in connection with the Big Sandy Unit 2 FGD investigation.  This amortization 16 

period corresponds with the expected remaining life of the Mitchell Units.  17 

Spreading the costs over this longer period (the Stipulation and Settlement 18 

Agreement provided for recovery over a five year period), should address the 19 

Commission’s concerns about the impact of the request on Kentucky Power’s 20 

customers. 21 
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Mitchell Plant Maintenance Normalization 
(Section V, Exhibit 2, Adjustment W34) 

Q. HOW WAS THE MITCHELL PLANT MAINTENANCE ADJUSTMENT 1 

CALCULATED? 2 

A. Because Kentucky Power plant maintenance is performed on a cyclical basis, an 3 

adjustment to the test year plant maintenance expense is required to reflect an 4 

annualized on-going level of plant maintenance in the Company’s test year cost of 5 

service.  The Company took the level of Mitchell steam plant maintenance 6 

expense for the twelve months ended September 30, 2012, 2013, and an 7 

annualized 2014 maintenance expense and adjusted those levels of plant 8 

maintenance expense to a constant dollar amount using the Handy-Whitman total 9 

steam production plant index.  Once the annual constant dollar amounts were 10 

calculated, the three year total was divided by three to arrive at an annual 11 

normalized level of steam plant maintenance expense of $15,744,373.  That result 12 

was compared to the test year level amount of $12,474,790.  The difference of 13 

$3,269,583, when allocated to retail customers based on the PDAF allocation 14 

factor, results in an increase to O&M expense to the test year cost of service of 15 

$3,223,809. 16 

Q. HAS KENTUCKY POWER HISTORICALLY NORMALIZED STEAM 17 

PLANT MAINTENANCE EXPENSES? 18 

A. Yes.  In past rate cases, Kentucky Power has historically normalized steam plant 19 

maintenance expenses for the Big Sandy Plant.   20 
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Amortization of Intangible Plant 
(Section V, Exhibit 2, Adjustment W38) 

Q. WHY IS INTANGIBLE PLANT AMORTIZATION ANNUALIZED? 1 

A. The Company annualized the September 30, 2014 monthly intangible plant 2 

amortization expense and compared the result with the level of intangible plant 3 

amortization expense included in the test year.  The annualized value better 4 

represents the on-going level of expense for intangible plant amortization 5 

expense.  The effect of this adjustment is to increase Kentucky Power’s 6 

depreciation expense and decrease the deferred taxes, as explained by Witness 7 

Bartsch, by $209,475 and $73,316 respectively. 8 

Interest Synchronization Adjustment 
(Section V, Exhibit 2, Adjustment W48) 

Q. WHY IS AN INTEREST SYNCHRONIZATION ADJUSTMENT 9 

NECESSARY? 10 

A. The purpose of this adjustment is synchronize the capital costs and capital 11 

structure included by the Company in this filing with the Federal and State 12 

Income Taxes included in the test period cost of service and the interest expense 13 

tax deduction that will result.  The adjustment resulted in an increase to state 14 

income tax of $311,143 and an increase to federal income tax of $1,790,035 for a 15 

total increase to expenses of $2,101,178. 16 

AFUDC Offset Adjustment 
(Section V, Exhibit 2, Adjustment W52) 

Q. PLEASE EXPLAIN THE AFUDC OFFSET ADJUSTMENT. 17 

A. The September 30, 2014 balance of Construction Work In Progress (“CWIP”) 18 

was used in the determination of Rate Base.  The adjustment eliminates all CWIP 19 
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related to Big Sandy in compliance with the Stipulation and Settlement 1 

Agreement.  All AFUDC related to Big Sandy is also eliminated.  Consistent with 2 

prior Commission practice for the Company, an Allowance for Funds Used 3 

During Construction (AFUDC) “offset” adjustment is being made to record 4 

AFUDC above the line.  The non-Big Sandy CWIP balance was $76,287,594 on 5 

September 30, 2014, of which $2,007,095 is not subject to AFUDC.  The 6 

remaining balance of $74,280,499 is subject to AFUDC.  Using the requested 7 

overall return of 7.71%, the annualized AFUDC is $5,664,029.  The AFUDC 8 

booked during the test year was $5,521,834 requiring an adjustment to increase 9 

the AFUDC offset by $250,424.  The Deferred Federal Income Taxes (DFIT) 10 

associated with the borrowed funds portion of the $5,664,029 is $748,162.  The 11 

booked DFIT on the borrowed funds portion was $658,123.  This increases DFIT 12 

by $90,039. 13 

VIII. TARIFF REVISIONS 

System Sales Clause 
(Tariff S.S.C.) 

Q. IS THE COMPANY PROPOSING ANY MODIFICATIONS TO THE 14 

TREATMENT OF SYSTEM SALES OR TARIFF S.S.C. IN THIS 15 

PROCEEDING? 16 

A. Yes.  First, as has been the practice in past cases, the Company proposes to update 17 

the system sales margin amount included as a credit in base rates.  This updated 18 

system sales margin amount is reflected in Tariff S.S.C., the System Sales Clause.  19 

Company Witness Vaughan describes the derivation of the proposed updated 20 

system sales margin base rate credit amount in his testimony.  The Company is 21 
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also proposing to return to the same 60/40 customer sharing mechanism found in 1 

versions of Tariff S.S.C. in place prior to the changes instituted in accordance 2 

with the Stipulation and Settlement Agreement. 3 

Q. HOW WERE FUEL COSTS ALLOCATED IN DETERMINING THE 4 

SYSTEM SALES MARGIN BASE RATE CREDIT? 5 

A. Fuel costs were allocated utilizing the Company’s historical methodology through 6 

which the highest incremental costs are assigned to off-system sales and the 7 

remaining costs are assigned to native load customers.  As discussed in the 8 

Company’s most recent fuel adjustment clause review, Case No. 2014-00225, any 9 

change to that allocation methodology would result in a corresponding change in 10 

the amount of system sales margins to be credited against base rates.   11 

Q. ARE THERE ANY OTHER CHANGES PROPOSED TO TARIFF S.S.C.? 12 

A. Yes.  Some wording changes are proposed to reflect the elimination of the Pool 13 

Agreement as of January 1, 2014.  Kentucky Power’s system sales will be as 14 

recorded on its books, and references to the AEP System or related allocations are 15 

no longer necessary. 16 

Asset Transfer Rider 
(Tariff A.T.R.) 

Q. WHAT CHANGES ARE BEING PROPOSED TO THE ASSET 17 

TRANSFER RIDER (ATR)? 18 

A. Pursuant to Paragraph 4 of  the Stipulation and Settlement Agreement, Kentucky 19 

Power is entitled to recover through Tariff A.T.R. $44 million annually during the 20 

period between January 1, 2014 and the effective date of new base rates that 21 

include Mitchell Units 1 and 2.  However, because of the lag in cost recovery the 22 
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Company will not recover its pro rata share of the $44 million for 2015 if Tariff 1 

A.T.R.  is terminated at the time new base rates become effective.  Accordingly, 2 

the Company is proposing to continue Tariff A.T.R. until it recovers its pro rata 3 

share of the ordered $44 million.  The ATR will terminate once the pro rata share 4 

of the annual revenue requirement authorized under tariff ATR is recovered. 5 

Big Sandy Retirement Rider 
(Tariff B.S.R.R.) 

Q. OTHER THAN THE NAME CHANGE DESCRIBED ABOVE DID THE 6 

COMPANY MAKE ANY ADDITIONAL CHANGES TO TARIFF A.T.R.-2 7 

(BSRR)? 8 

A. Yes, upon further review of the Stipulation and Settlement Agreement the 9 

Company discovered that the definition of the term “Retirement Costs” included 10 

in the agreement was omitted from Tariff A.T.R.-2 attached to the agreement as 11 

Exhibit 1-A.  The Company has remedied that omission by copying the definition 12 

verbatim into Tariff B.S.R.R. 13 

Q. HOW WILL THE COMPANY TRUE-UP THE COSTS ESTIMATED IN 14 

THE CALCULATION OF THE REVENUE REQUIREMENT FOR 15 

TARIFF B.S.R.R.? 16 

A. At each subsequent base rate case filing, the Company will re-calculate the 17 

revenue requirement based upon actual costs incurred versus estimated at the 18 

previous base rate case filing, revised estimates for future costs, and any 19 

over/under recovery during the current period base rates were in effect.  This true-20 

up will then we recovered on a levelized basis over the remaining 25 year life. 21 
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Big Sandy Unit 1 Operation Rider 
(Tariff B.S.1.O.R.) 

Q. WHAT IS THE PURPOSE OF THE BIG SANDY UNIT 1 OPERATION 1 

RIDER (BS1OR)? 2 

A. Because of the operational transitions associated with the conversion of Big 3 

Sandy Unit 1, and the treatment of Big Sandy coal-related asset retirement costs 4 

through the BSRR in accordance with the Stipulation and Settlement Agreement, 5 

the Company is proposing to recover the operational costs of Big Sandy Unit 1 as 6 

both a coal facility and a converted gas facility via the new Tariff BS1OR.  Tariff 7 

BS1OR will provide transparency and allow the Commission and other interested 8 

parties to review contemporaneously the costs associated with the operation of the 9 

unit.  Company Witness Vaughan explains how costs included in the BS1OR 10 

were calculated.  Tariff BS1OR will continue in effect through the natural gas 11 

conversion of Big Sandy Unit 1 and until the rates established in the Company’s 12 

next base rate case become effective.  At that time, Tariff BS1OR will be deleted 13 

and all operational costs for Big Sandy Unit 1 will again be recovered through 14 

base rates. 15 

NERC Compliance and Cybersecurity Rider 
(Tariff N.C.C.R.) 

Q. WHAT IS THE INTENT OF THE PROPOSED NERC COMPLIANCE 16 

AND CYBERSECURITY RIDER? 17 

A. With the increasingly expansive scope of NERC compliance and cybersecurity 18 

activities (see Company Witness Stogran’s testimony), Kentucky Power is 19 

proposing a NERC Compliance and Cybersecurity Rider (NCCR) to serve as a 20 
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placeholder (established at a level of zero) for the cost of compliance effective 1 

July 1, 2015.  The intent is, effective with the Commission’s approval, to track 2 

and defer the capital and operations and maintenance (O&M) expense costs 3 

associated with compliance and cybersecurity activities for new NERC 4 

requirements or new interpretations of existing requirements.  The NERC capital-5 

related costs to be deferred would include carrying costs at the Company’s 6 

weighted average cost of capital as shown in Section V, Schedule 2.  Kentucky 7 

Power would in a subsequent proceeding, request recovery for these deferred 8 

NERC costs through the NCCR, subject to the Commission’s review for 9 

prudency. 10 

Q. HAS THE COMMISSION BEEN ACTIVE IN LEARNING ABOUT THE 11 

MANY NERC COMPLIANCE AND CYBER SECURITY ISSUES? 12 

A. Yes.  I am aware of at least three presentations provided to the Commissioners 13 

and the commission staff.  First, on December 19, 2013, at the request of the 14 

Commissioners, Company Witness Stogran made a confidential presentation 15 

overviewing what AEP had been doing to protect itself and its customers across 16 

the entire AEP footprint against cyber security attacks.  Second, on March 18, 17 

2014 Yulin Bingle, from the Department of Homeland Security made a 18 

presentation at the Chairman’s Forum addressing cyber security from the 19 

Homeland Security perspective.  Third, on December 4, 2014 Mike Kormus from 20 

PJM made a presentation at another Chairman’s Forum addressing cyber security 21 

from the PJM perspective.  During this presentation, Mr. Kormus made reference 22 
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to AEP and the excellent work it has been doing for not only its companies, but 1 

for the entire utility network across the country.   2 

Q. WHY IS THE NCCR NECESSARY? 3 

A. As detailed in the testimony of Company Witness Stogran, NERC continues to 4 

revise existing reliability standards and issue new reliability standards, and a 5 

similar or increased level of activity in the future would be difficult to continue to 6 

absorb and recover only through base rates.  Cybersecurity needs also continue to 7 

grow as new threats emerge and new vulnerabilities are identified.  The NCCR 8 

provides a mechanism for Kentucky Power to recover compliance costs for 9 

cybersecurity in a timely fashion. 10 

Q. WHAT WILL BE RECOVERED THROUGH THE NCCR? 11 

A. The NCCR initially would be established at zero as a placeholder.  Going 12 

forward, the NCCR is intended to recover capital related costs and O&M 13 

compliance costs associated with items such as information technology 14 

infrastructure, physical security, workforce training, supervisory control and data 15 

acquisition (SCADA) systems, smart grid security systems, internal and external 16 

audits, external reporting, and recordkeeping.  For example, program costs to 17 

perform vulnerability assessments due to a specific identified threat could be a 18 

type of cost proposed for inclusion in the NCCR.  The Company would ensure 19 

that only NERC-related capital and O&M costs are recovered through this 20 

mechanism.  21 

AEP is at the forefront of industry efforts to plan and prepare for these 22 

types of NERC compliance and cybersecurity obligations.  Kentucky Power 23 
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intends to continue planning and preparing for future compliance and 1 

cybersecurity obligations, but unforeseen increases in compliance costs cannot 2 

simply be absorbed within existing budgets.  If new NERC compliance and 3 

cybersecurity costs materialize, Kentucky Power will propose to the Commission, 4 

in a rider application, recovery of these identified costs through the NCCR.  5 

Company witness Rogness discusses the mechanics of how the NCCR will 6 

recover the costs associated with these compliance activities in the event that 7 

recovery is pursued. 8 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 9 

A. Yes. 10 
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DIRECT TESTIMONY OF 

JASON M. YODER, ON BEHALF OF 
KENTUCKY POWER COMPANY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
 
 

I. INTRODUCTION 

Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 1 

A. My name is Jason M. Yoder.  My business address is 1 Riverside Plaza, 2 

Columbus, Ohio 43215.  I am employed by the American Electric Power Service 3 

Corporation (AEPSC) as a Staff Accountant in Accounting Policy and Research 4 

(AP&R).  AEPSC is a wholly owned subsidiary of American Electric Power 5 

Company, Inc. (AEP).  AEP is the parent company of Kentucky Power Company 6 

(Kentucky Power or the Company). 7 

  II.   BACKGROUND 

Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND 8 

BUSINESS EXPERIENCE. 9 

A. I graduated with a Bachelor of Science Degree in Accounting from The Ohio State 10 

University in 1998 and have been a Certified Public Accountant since 2000.  I 11 

joined AEPSC, in December 2003 as an Internal Auditor.  I transferred to 12 

Regulatory Accounting Services (RAS) in August 2010 and transferred to my 13 

current position as Staff Accountant in AP&R in November 2014. 14 

Q. WHAT WERE YOUR RESPONSIBILITIES AS STAFF ACCOUNTANT IN 15 

RAS AND NOW AS A STAFF ACCOUNTANT IN AP&R? 16 

A. My primary responsibilities in RAS included providing the AEP System operating 17 

subsidiaries, including Kentucky Power, with accounting support for regulatory 18 
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filings. This accounting support includes the preparation of cost of service 1 

adjustments, accounting schedules and testimony.  As a Staff Accountant in AP&R, 2 

I am responsible for performing accounting research, recommending accounting 3 

policy and procedures, reporting on the financial effects of potential transactions, 4 

and developing accounting instructions for certain non-routine transactions and new 5 

accounting rules. 6 

Q. HAVE YOU PREVIOUSLY FILED TESTIMONY BEFORE OTHER 7 

UTILITY REGULATORY COMMISSIONS? 8 

A. Yes. I have filed testimony before the Indiana Utility Regulatory Commission in the 9 

annual review of Indiana Michigan Power Company’s PJM and off-system sales 10 

riders.  Indiana Michigan Power Company is an affiliate of Kentucky Power.   11 

III. PURPOSE OF DIRECT TESTIMONY 

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS 12 

PROCEEDING? 13 

A. The purpose of my direct testimony is to: (1) support certain known and 14 

measurable adjustments to Kentucky Power’s operating expenses  for the test year 15 

ended September 30, 2014; (2)  support adjustments for the amortization of 16 

various regulatory assets and deferred costs that Company Witness Wohnhas 17 

discusses in his testimony; (3)  sponsor the annualization of the nine months of 18 

actual total costs for the Mitchell Generating Station Units 1 and 2 (Mitchell 19 

Plant); (4) support the adjustments to rate base to remove the coal-related Big 20 

Sandy Generation Station, Units 1 and 2 (Big Sandy Plant) based on the approved 21 

Commission-approved Stipulation and Settlement Agreement in Case No. 2012-22 
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00578 (“Stipulaiton and Settlement Agreement”) and discussed further by 1 

Company Witness Wohnhas; and (5)  support adjustments to remove the Big 2 

Sandy Plant related expenses.       3 

  In addition to the above, I provide certain components of the coal related 4 

retirement costs of Big Sandy Unit 1, retirement costs of Big Sandy Unit 2 and 5 

other site-related retirement costs that will not continue in use (Retirement Costs) 6 

including calculation of the Weighted Average Cost of Capital (WACC) carrying 7 

charges that are to be recovered over a 25 year period in compliance with the 8 

approved Stipulation and Settlement Agreement. 9 

  Finally, I discuss over/under deferral accounting for the proposed PJM rider 10 

mechanism, the Big Sandy Retirement Rider (BSRR) and the Big Sandy Unit 1 11 

Operation Rider (BS1OR) discussed by Company Witness Vaughan and 12 

Company Witness Wohnhas.     13 

  With the exception of the components of the Retirement Costs of Big Sandy 14 

Plant which are total company amounts, the values I used in my adjustments are 15 

Kentucky Power jurisdictional amounts which have been provided by Company 16 

Witness Listebarger who supports Kentucky Power’s jurisdictional cost of service 17 

allocation.   The jurisdictional amounts are the Kentucky Power retail portion of 18 

the total Company adjustments that I calculated and support. 19 

Q. HAVE YOU PREPARED ANY EXHIBITS IN CONNECTION WITH  20 

YOUR TESTIMONY? 21 

A.   Yes. I prepared the following exhibit JMY-1: Amortization of Coal-Related Big 22 

Sandy Retirement and Retirement Related Costs Including Carrying Costs. 23 
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    IV. OPERATING EXPENSE ADJUSTMENTS                                                                                                                                                                          

Q. WOULD YOU PLEASE IDENTIFY AND DISCUSS EACH OF THE 1 

OPERATING EXPENSE ADJUSTMENTS THAT YOU ARE 2 

SPONSORING? 3 

A. Yes.  The details of the operating expense adjustments are set forth on various 4 

pages of Section V, Exhibit 2.  Specifically, I am sponsoring the following 5 

adjustments:  6 

Description 
Reference in 
Section V, 
Exhibit 2 

Amortization of Deferred IGCC 
Costs  W21 

Amortization of Deferred Carbon 
Capture Costs W22 

Amortization of Deferred CARRS 
Site Costs W23 

Amortization of Deferred Big Sandy 
FGD Costs W24 

Incentive Compensation Plan W25 
Annualization of Employee Related 
Expenses W26 - 30 

Annualization of Mitchell Plant Costs W33 
Reclassification of Cost of Removal 
Credit W36 

Annualization of ARO Depreciation W41 

Removal of RTO Amortization W42 

Annualization of ARO Accretion W43 
         

    I will provide additional information regarding each of these adjustments below.   7 

Q.       PLEASE EXPLAIN THE AMORTIZATION ADJUSTMENTS IN    8 

           SECTION V, EXHIBIT 2 W21 – W24 THAT YOU ARE SPONSORING? 9 
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A. I am sponsoring the amortization of various regulatory assets and deferred costs 1 

listed in the table below.  The recovery of these assets is supported by Company 2 

Witness Wohnhas.     3 

 
 
 

Deferred Cost 

 
 
 

Account 

Section V, 
Exhibit 2 

Adjustment 
 # 

Proposed 
Amortization 

Periods 
(Years) 

Annual 
Jurisdictional 
Amortization 

Increase to 
Expense 

IGCC 183 W21 25 $52,505 
CCS FEED Study 182.3 W22 25 $34,425 

CARRS Site 183 W23 25 $103,330 
Preliminary Big 

Sandy FGD Costs 183 W24 25 $1,105,293 

 

Q. HOW WERE THE ANNUAL AMORTIZATIONS CALCULATED? 4 

A. I obtained the deferred total company balance as of September 30, 2014 for each 5 

regulatory asset and deferred cost  from Kentucky Power’s financial records and 6 

divided each of those balances by the proposed 25 year amortization period.  The 7 

total company annual amortization was jurisdictionalized by Company Witness 8 

Listebarger.  Company Witness Wohnhas supports the proposed amortization 9 

period of 25 years.  10 

Q. WILL THERE BE ANY OVER OR UNDER RECOVERY OF THE 11 

AMOUNTS PROVIDED FOR THE RECOVERY OF THE PROPOSED 12 

AMORTIZATION OF THESE DEFERRED ASSETS? 13 

A. No.  If approved, the amortization will be calculated using the Commission 14 

approved amortization periods on a straight-line basis as the recovery is proposed 15 

to be included in base rates and not in a separate rider/tracker mechanism. 16 
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Q. IS KENTUCKY POWER PROPOSING ANY RECOVERY OF CARRYING 1 

CHARGES ON THESE DEFERRED REGULATORY ASSETS AND 2 

DEFERRED COSTS? 3 

A. No.  Kentucky Power is proposing only to recover the deferred incurred costs, 4 

without any carrying charges. 5 

Q. WHAT IS THE PURPOSE OF THE INCENTIVE COMPENSATION 6 

ADJUSTMENT IN SECTION V, EXHIBIT 2 W25? 7 

A. The O&M adjustment in Section V, Exhibit 2 W25 decreases Kentucky Power’s 8 

test year Transmission and Distribution incentive compensation expense by 9 

$973,508.  This adjustment is necessary to reflect an annual level of incentive 10 

compensation expense at a base payout level of one times the incentive target to 11 

be paid to employees.  Company Witness Carlin discusses the annual incentive 12 

compensation plan that this adjustment relates to.  Generation was excluded from 13 

this adjustment because I sponsor an adjustment  to remove Big Sandy Plant 14 

expenses and an adjustment to annualize Mitchell Plant expenses in total.  These 15 

adjustments are discussed later in my testimony.   16 

Q. PLEASE EXPLAIN THE ANNUALIZATION OF EMPLOYEE RELATED 17 

EXPENSES IN SECTION V, EXHIBIT 2 W26 – W30.  18 

A. The O&M adjustments in Section V, Exhibit 2 W26 and W27 increase Kentucky 19 

Power’s payroll labor expense and savings plan expense by $28,383 and $1,193, 20 

respectively for a total increase of $29,576.  This adjustment annualizes wages 21 

and salaries based upon the number of employees and the wages and salaries in 22 

effect as of September 26, 2014 which were paid October 3, 2014.  Adjustments 23 
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on pages W28, W29 and W30 increase taxes other than income taxes for Social 1 

Security, Medicare and FICA by $1,414, $411 and $5,186, respectively as a result 2 

of the increase in payroll on Section V, Exhibit 2 W26.  As discussed above in the 3 

incentive compensation adjustment, these employee related expenses adjustments 4 

also exclude Generation. 5 

Q. WHAT COSTS HAVE YOU ANNUALIZED FOR MITCHELL PLANT? 6 

A. I identified total non-fuel Mitchell Plant costs for the nine months that Mitchell 7 

Plant costs were included in the test year as discussed in the section below and 8 

annualized them to a twelve month period.  My adjustment does not include 9 

depreciation expense which is addressed by Company Witness Davis.  10 

Additionally, this annualization of Mitchell Plant costs includes taxes other than 11 

income taxes but excludes specific adjustments supported by Company Witness 12 

Bartsch.     13 

Q. WHAT WERE THE RESULTS OF THE ANNUALIZATION? 14 

A. As shown on Section V, Exhibit 2 W33, Mitchell Plant costs were increased by 15 

$10,712,560 ($8,839,850 for operating expenses and $1,872,710 for other taxes).    16 

I provided the annualized amounts to Company Witness LaFleur who supports the 17 

overall reasonableness of the Mitchell Plant expenses.    In addition, I provided 18 

Company Witness Wohnhas the maintenance accounts 510 through 514 who 19 

calculated a Mitchell Plant maintenance normalization adjustment. 20 
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Q. WHAT IS THE PURPOSE OF THE RECLASSIFICATION OF THE COST 1 

OF REMOVAL CREDIT ON SECTION V, EXHIBIT 2 W36?   2 

A. This adjustment increases O&M expense by $69,695 and also decreases rate base 3 

by the same amount to reflect the reclassification of a credit for removal costs 4 

from account 506 to account 108 recorded by Kentucky Power in October 2014.  5 

This adjustment corrects an accounting misclassification recorded in the test year 6 

which should have been recorded as a credit in account 108 instead of account 7 

506.     8 

Q. PLEASE DESCRIBE THE ANNUALIZATION OF ARO DEPRECIATION 9 

EXPENSE IN SECTION V, EXHIBIT 2 W41. 10 

A. This adjustment increases depreciation expense by $237,400 to annualize the 11 

ARO depreciation expense by multiplying the September 2014 ARO monthly 12 

depreciation expense by twelve for those ARO assets related to the Mitchell Plant, 13 

general plant and gas-related assets of Big Sandy Plant.  This annualized amount 14 

of $605,925 was compared to the test year amount of $365,154 which produced a 15 

total company increase of $240,771.  The jurisdictionalized amount is the 16 

$237,400 increase on Section V, Exhibit 2 W41.   17 

Q. WHAT IS THE PURPOSE OF THE REGIONAL TRANSMISSION 18 

ORGANIZATION (RTO) AMORTIZATION ADJUSTMENT IN SECTION 19 

V EXHIBIT 2 W42?  20 

A. This adjustment reduces expense by $149,718 because a portion of the deferred 21 

RTO costs amortized over 10 years will be fully amortized by December 31, 22 
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2014.  I made no adjustment to the RTO costs amortized over 15 years because 1 

the amortization continues until December 2019.    2 

Q. PLEASE DESCRIBE THE ANNUALIZATION OF ARO ACCRETION 3 

EXPENSE IN SECTION V, EXHIBIT 2 W43. 4 

A. This adjustment increases other expense by $363,539 to reflect the known amount 5 

of ARO accretion expense for October 2014 through September 2015 related to 6 

legal obligations as calculated in the Company’s PowerPlant accounting system to 7 

recognize the interest element of ARO costs.   8 

V. ADJUSTMENT TO REMOVE BIG SANDY O&M AND CERTAIN 

BIG SANDY RATE BASE ITEMS  

Q. WHY IS IT NECESSARY TO MAKE ADJUSTMENTS TO REMOVE BIG 9 

SANDY O&M AND CERTAIN BIG SANDY RATE BASE ITEMS?  10 

A. I support adjustments to remove Big Sandy coal-related operating expenses and 11 

rate base items. This is done in accordance with the approved Stipulation and 12 

Settlement Agreement as discussed by Company Witness Wohnhas.  The items 13 

are removed because they are subject to recovery through various proposed riders 14 

in this case including the BSRR and the BS1OR.  The BSRR provides recovery of 15 

Big Sandy coal-related Retirement Costs in accordance with the approved 16 

Stipulation and Settlement Agreement.  I will discuss the components of the 17 

BSRR later in my testimony.  The proposed BS1OR is to recover the current 18 

operating expenses of Big Sandy Unit 1 which is discussed further by Company 19 

Witness Vaughan.   20 
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Q. WHICH ADJUSTMENTS IN SECTION V, EXHIBIT 2 RELATE TO THE 1 

REMOVAL OF BIG SANDY PLANT FROM OPERATING EXPENSES 2 

AND RATE BASE? 3 

A. The table below identifies the adjustments that I sponsor related to the removal of 4 

Big Sandy Plant.   5 

Description 
Reference in 
Section V, 
Exhibit 2 

Remove Big Sandy Generation 
Expense W31 

Remove Big Sandy Coal-Related 
Net Book Value (NBV) from Rate 
Base 

W56 

Remove Big Sandy Coal-Related 
Materials and Supplies (M&S) from 
Rate Base 

W57 

Remove Big Sandy Coal-Related 
Construction Work in Progress 
(CWIP) and Retirement Work in 
Progress (RWIP) from Rate Base 

W58 

 

Q. HOW WERE BIG SANDY PLANT GENERATION EXPENSES 6 

IDENTIFIED AND REMOVED IN SECTION V, EXHIBIT 2 W31? 7 

A. The Kentucky Power generation expenses for the twelve months ended September 8 

30, 2014 included expenses for both the Big Sandy Plant and the Mitchell Plant.  I 9 

identified Kentucky Power’s 50% undivided interest in Mitchell Plant costs and 10 

subtracted those expenses from the total generation expenses to get Big Sandy 11 

Plant expenses and provided them to Company Witness Vaughan.   12 

Q. HOW DID YOU IDENTIFY MITCHELL PLANT EXPENSES?  13 

A. I obtained the Mitchell Plant joint book billing information which included total 14 

billable Mitchell Plant costs and the amount billed to AEP Generation Resources 15 
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for its 50% undivided interest in the Mitchell Plant. I used this information to 1 

determine the amount of Mitchell Plant costs that remained with Kentucky Power 2 

for its 50% undivided interest in the Mitchell Plant.     3 

Q. DID THE JOINT BOOK BILLING INFORMATION FROM THE 4 

ACCOUNTING RECORDS IDENTIFY ALL THE KENTUCKY 5 

MITCHELL PLANT COSTS? 6 

A. No.  Further analysis was necessary because not all costs related to Mitchell Plant 7 

were processed through the Company’s joint book billing process.  The joint book 8 

billing process identified $20.1 million of the $32.6 million of Mitchell Plant 9 

Costs shown on Section V, Exhibit 2 W33   The remaining $12.5 million was 10 

mainly for accounts that do not run through the joint book billing process because 11 

they are recorded after the joint book billing process is completed during the 12 

Company’s monthly close process.   13 

Q. WHAT WERE THE TOTAL BIG SANDY COSTS THAT WERE 14 

REMOVED? 15 

A. Section V, Exhibit 2 W31 shows that $44,412,600 was identified as Big Sandy 16 

costs to be removed.  I then provided these amounts to Company Witness 17 

Vaughan who performed a study to identify the amount of Big Sandy Unit 1 costs 18 

for inclusion in the BS1OR.  Big Sandy Unit 2 costs are included in the BSRR 19 

and are discussed later in my testimony.     20 

Q. PLEASE DESCRIBE YOUR ADJUSTMENT TO REMOVE COAL-21 

RELATED BIG SANDY NBV FROM RATE BASE. 22 
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A. To identify the NBV to remove from rate base on Section V, Exhibit 2 W56, the 1 

original construction costs were identified from original property records for Big 2 

Sandy Unit 1 and Unit 2 by property account.  Next, additions greater than $10 3 

million were identified and assigned to each unit.  Ratios were then calculated by 4 

property account 311 through 316 based on the total costs identified compared to 5 

the costs assigned to each unit.  Finally, those ratios were applied to the book cost 6 

of $551.6 million for Big Sandy Plant as of September 30, 2014.  The table below 7 

summarizes the results.   8 

Allocation of Big Sandy Plant to Unit 1 and Unit 2
Account Unit 1 Unit 2 Total

311 11,730,411$   31,890,230$   43,620,641$   

312 20,932,300     349,850,013   370,782,313   

314 61,210,357     50,669,422     111,879,779   

315 3,652,831       12,873,680     16,526,511     

316 2,919,986       5,843,495       8,763,481       

Total 100,445,885$ 451,126,840$ 551,572,725$ 

 

Q. HOW WERE THE GSU ACCOUNTS 352 AND 353 IDENTIFIED.   9 

A. For accounts 352 and 353  the total cost of the accounts was compared to the costs 10 

by Unit and then those ratios were used to allocate the accounts between the units 11 

which allocated 37.24% of account 352 and 353 costs to Unit 1 and 62.76% to 12 

Unit 2 or $603,417 and $1,016,717, respectively.   13 

Q. ONCE THE BIG SANDY PLANT ORIGINAL COSTS WERE ASSIGNED 14 

BETWEEN UNITS 1 AND 2, HOW WERE THE COSTS ASSIGNED TO 15 

COAL-RELATED RETIREMENT COSTS?   16 
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A. All of Unit 2 which is scheduled to be retired in May 2015, was considered coal 1 

related.  For Unit 1, the engineering services organization within AEPSC 2 

developed percentages of costs by property account that will be retired when the 3 

unit is converted to gas.  Company Witness LaFleur reviewed these percentages 4 

for reasonableness and provided them to me. The jurisdictional amount to remove 5 

from rate base for Big Sandy coal-related original cost was $453,590,240.   6 

Q. ONCE THE BIG SANDY PLANT ORIGINAL COSTS WERE ASSIGNED 7 

BETWEEN UNITS 1 AND 2 AND IDENTIFIED AS COAL-RELATED 8 

RETIREMENT COSTS, HOW WAS THE ACCOMPANYING 9 

ACCUMULATED DEPRECIATION CALCULATED?     10 

A. First a reserve ratio for the total Big Sandy Plant was calculated which compared 11 

the book accumulated depreciation to the book costs.  These ratios were then 12 

applied to each Big Sandy Unit original cost identified as coal-related retirement 13 

to calculate an accumulated reserve.  The jurisdictional net amount to remove 14 

from rate base for Big Sandy coal-related  accumulated depreciation was 15 

$248,316,699. 16 

Q. HOW IS THE JURISDICTIONAL NET RATE BASE REDUCTION ON 17 

SECTION V, EXHIBIT 2 W56 CALCULATED?     18 

A. In addition to the original cost of $453,590,240 which is reduced by the 19 

accumulated depreciation of $248,316,699, Company Witness Bartsch provided 20 

the related removal of Accumulated Deferred Federal Income Tax (ADFIT) of 21 

$57,290,476 which provides a net rate base reduction of $147,983,065.   22 
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Q. PLEASE DESCRIBE YOUR ADJUSTMENT ON SECTION V, EXHIBIT 2 1 

W57 TO REMOVE BIG SANDY MATERIALS AND SUPPLIES FROM 2 

RATE BASE. 3 

A. This adjustment reduces rate base by $6,268,345 for the material and supplies 4 

inventory identified as coal-related.  The inventory balance as of October 8, 2014 5 

was reviewed by individual inventory item to identify the inventory items that 6 

were coal-related.  A ratio was then developed comparing inventory identified as 7 

coal-related (67.74%) and gas-related (32.26%) to total inventory.  The gas-8 

related ratio was then applied to the inventory balance in account 1540001 as of 9 

September 30, 2014 to determine the $2,524,107 (total company) amount of 10 

inventory to subtract out of total Big Sandy inventory at September 30, 2014 of 11 

$8,881,455 (total company) with the resultant jurisdictional amount on Section V, 12 

Exhibit 2 W57 being the Big Sandy inventory to remove from rate base.   13 

 Q. PLEASE DESCRIBE YOUR ADJUSTMENT TO REMOVE BIG SANDY 14 

RWIP AND CWIP FROM RATE BASE. 15 

A. On Section V, Exhibit 2 W57, CWIP is reduced by $1,584,601 and account 108 16 

(RWIP) is reduced by $3,720,953.  These reductions to rate base were based on a 17 

review of the current CWIP and RWIP balances by work order to identify the 18 

coal-related work orders.   19 

VI. COMPONENTS OF THE BIG SANDY COAL-RELATED RETIREMENT 

COSTS TO BE INCLUDED IN THE BIG SANDY RETIREMENT RIDER 

Q. WHAT COMPONENTS HAVE YOU IDENTIFIED  RELATED TO THE 20 

COAL-RELATED RETIREMENT COSTS OF BIG SANDY PLANT TO 21 
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BE COLLECTED IN THE BSRR ON A LEVELIZED BASIS OVER 25 1 

YEARS? 2 

A. I have identified the Big Sandy Plant coal-related Retirement Costs defined in the 3 

approved Stipulation and Settlement Agreement that is discussed by Company 4 

Witness Wohnhas.  The components that I have identified are the Retirement 5 

Costs of Big Sandy Plant for the net book value, materials and supplies that 6 

cannot be used at other plants and removal costs and salvage credits.  7 

Additionally, these costs are subject to a WACC and an ADFIT offset.  8 

Q. CAN YOU PLEASE SUMMARIZE THE RETIREMENT COSTS 9 

COMPONENTS AND THEIR AMOUNTS?   10 

A. Yes.  I have identified each component and its cost in the table below.   11 

Component           Amount 

NBV                                                                  $201,911,435 

Unusable M&S 4,342,987 

Removal Costs and Salvage 43,797,850 

Ongoing Big Sandy Unit 2 Expense 6,058,782 

ARO Costs 56,025,824 

less:  ADFIT (72,189,048) 

Net Retirement Costs $239,947,830 

Carrying Costs 314,209,917 

Total Retirement Costs $554,157,747 

Total Retirement Costs / 25 Years $22,166,310 

                 
Q. ARE THESE VALUES ESTIMATES? 12 

A. Yes.  I have obtained the most recent information available and these amounts are 13 

the Company’s estimates of what the Retirement Costs will be.  As shown in the 14 
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table below, some of these costs are yet to be incurred and in the case of removal 1 

and ARO, costs will not be spent for some time into the future.   2 

Components Subject 
to WACC Return:

Estimated June 30, 
2015 Balance

Estimated 
Future Costs

Grand 
Total

Components of NBV
  Original Cost 460,030,669$        -$                  460,030,669$ 
  Accumulated Depreciation (263,500,120)         -                    (263,500,120)  
  CWIP to transfer to OC 1,607,100               -                    1,607,100        
  RWIP to transfer to AD 3,773,786               -                    3,773,786        
NBV:  201,911,435           201,911,435    

Unusable M&S 4,342,987               -                    4,342,987        
Removal Costs and Salvage -                           43,797,850      43,797,850      
Unit 2 Ongoing Misc. Exp. -                           6,058,782        6,058,782        
ARO 1,473,491               54,552,333      56,025,824      
ADIT (72,189,048)            -                    (72,189,048)     
Total 135,538,865$        104,408,965$  239,947,830$ 

 

 Company Witness Wohnhas is supporting a periodic true-up for this rider to 3 

ensure that the amount collected is based on actual costs.  As actual costs are 4 

incurred, they will be compared to these estimates and adjustments will be 5 

reflected in the BSRR amount to be collected.   6 

Q. HOW WAS THE NBV AMOUNT OBTAINED? 7 

A. To quantify the NBV of Big Sandy Plant, I took the NBV removed from rate base 8 

as shown in Section V, Exhibit 2 W56 and calculated depreciation expense for 9 

Big Sandy Unit 1 until June 30, 2015 and Big Sandy Unit 2 until May 31, 2015 to 10 

rollforward the NBV of each unit.  I was provided the depreciation rates by 11 

Company Witness Davis.  These values are summarized in the table below. 12 
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Component Unit 1 Unit 2 Total
Estimated Cost from 
Section V, Exhibit 2 W56  $7,870,700 452,159,969$  $ 460,030,669 

less:  Estimated 
Accumulated Depreciation 5,012,515   258,487,605    263,500,120    

Estimated NBV @ 
June 30, 2015 2,858,185   193,672,364    196,530,549    

Big Sandy CWIP @ 
September 30, 2014 1,607,100        

Big Sandy RWIP @ 
September 30, 2014 3,773,786        
Total 201,911,435$ 

 

Q. WHY IS THE NBV OF EACH UNIT UPDATED TO DIFFERENT 1 

PERIODS? 2 

A. Big Sandy Unit 1 was updated to June 30, 2015 because it is the expected NBV 3 

prior to the approximate July 1, 2015 effective date for the rates proposed in this 4 

proceeding.  Big Sandy Unit 2 was updated to May 31, 2015 because that is when 5 

the unit will be retired.   6 

 Q. PLEASE DESCRIBE THE ESTIMATE FOR UNUSABLE M&S. 7 

A. The process used to determine the value of unusable coal-related M&S was 8 

described previously in my testimony where I supported the removal of Big 9 

Sandy Plant M&S from rate base.  Based on review of historical results from the 10 

inventory system, it is anticipated that 15% of the M&S will be either used or 11 

transferred by the time the units are shutdown.  Of the 85% remaining balance, 12 

the salvage value is estimated at 4%.  The results are summarized in the table 13 

below.    14 
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Estimated Coal-Related Inventory at Shutdown
Unit 1 Unit 2 Total

Estimated Coal Related 648,925$ 4,673,364$ 5,322,289$ 

Estimated Usage/Transfer @ 15% 97,339     701,005      798,344      

Estimated Value at Shutdown 551,586   3,972,359   4,523,945   

Estimated Salvage 4% 4%

Net Estimated at Shutdown 529,522$ 3,813,465$ 4,342,987$ 

 

Actual results will vary from these estimates.  As discussed previously, the actual 1 

results will be included in the periodic true-up proposed by Company Witness 2 

Wohnhas. 3 

Q. WHAT IS THE BASIS FOR THE REMOVAL COSTS AND SALVAGE 4 

CREDITS? 5 

A. I obtained the cost estimate for demolition costs and salvage from the most recent 6 

demolition study prepared by Sargent & Lundy, LLC in March 2013 for Big 7 

Sandy Plant.  The value is the estimated removal costs of total Big Sandy Plant 8 

net of the estimated salvage.  The cost was then inflated to 2031 in the same 9 

manner as the removal cost inflation for the Mitchell Plant described in the 10 

testimony of Company Witness Davis.    11 

Q. WHY ARE THERE AMOUNTS FOR ONGOING EXPENSE FOR BIG 12 

SANDY UNIT 2? 13 

A. As discussed by Company Witness LaFleur, there are certain ongoing expenses 14 

after Big Sandy Unit 2 is shutdown in the amount of $6,058,782 which he 15 

provided to me to include in the total costs to be recovered through the BSRR.     16 

Q. PLEASE DESCRIBE THE ADFIT OFFSET AMOUNT. 17 
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A. I have calculated the ADFIT  using the current statutory federal income tax rate of 1 

35% as applied to the sum total of the NBV of Big Sandy Plant and the unusable 2 

M&S.  I calculated the ADFIT in this manner as directed by Company Witness 3 

Bartsch. 4 

Q. WHAT WACC RATE WAS USED TO CALCULATE CARRYING 5 

CHARGES?   6 

A. I calculated carrying charges using the 7.70% WACC presented in this proceeding 7 

and sponsored by Company Witness Reitter. A gross-up factor was applied to the 8 

appropriate WACC components resulting in a pre-tax WACC of 10.7873%.     9 

Q. HOW WERE THE CARRYING CHARGES CALCULATED AND HOW 10 

WILL THE BSRR REVENUES BE COLLECTED BETWEEN PRINCIPAL 11 

AND CARRYING CHARGES FOR ACCOUNTING PURPOSES? 12 

A. A yearly summary of the carrying charges is provided on Exhibit JMY-1.  The 13 

actual calculation will be performed monthly and will calculated on the previous 14 

month balance.  The increment of the  current month net BSRR revenues that 15 

exceed the current month carrying charges will be used to reduce the principal 16 

balance. 17 

VII. OVER/UNDER RECOVERY OF DEFERRAL ACCOUNTING  

Q. WHAT IS THE BASIS FOR OVER/UNDER DEFERRAL ACCOUNTING 18 

FOR THE PJM RIDER, BSRR AND BS1OR PROPOSED BY COMPANY 19 

WITNESSES VAUGHAN AND WOHNHAS? 20 

A. Financial Accounting Standards Board’s Accounting Standards Codification 21 

(FASB ASC) 980 requires deferral accounting when a regulatory commission 22 



YODER- 20 

 

requires future rates to be reduced to refund an over recovery and when a 1 

regulatory commission provides for the future recovery of incurred expenses or it 2 

is probable that a regulatory commission will provide for such future recovery of 3 

an incurred expense.  Therefore, in order to record regulatory liabilities or 4 

regulatory assets and perform regulatory deferral over/under recovery true-up 5 

accounting, it must be probable that the regulatory liability will be refunded or 6 

that the regulatory asset will be recovered in the future. 7 

Q. WHAT IS NEEDED TO ESTABLISH PROBABILITY AND THUS MEET 8 

THE ACCOUNTING CRITERIA FOR RECORDING A REGULATORY 9 

LIABILITY OR ASSET FOR THE FOR THE PJM RIDER, BSRR AND 10 

BS1OR PROPOSED BY COMPANY WITNESSES VAUGHAN AND 11 

WOHNHAS? 12 

A. In order to meet the probability standard, the final order in this proceeding should 13 

clearly provide for both the future recovery or the future refund in the next 14 

applicable filing of any difference between incurred expenses (plus a carrying 15 

cost where appropriate) compared with the actual revenues collected.   16 

Q. HOW WILL THE OVER/UNDER ACCOUNTING WORK FOR THE 17 

BSRR? 18 

A. Regarding the BSRR, the regulatory asset for the costs described previously (or 19 

regulatory liability) will be amortized commensurate with the recovery via the 20 

BSRR net of carrying charges, Commission fees and bad debt expense over the 25 21 

year recovery period starting July 1, 2014.   22 
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Q. HOW WILL THE OVER/UNDER ACCOUNTING WORK FOR THE 1 

BS1OR? 2 

A. Regarding the BS1OR, the actual Big Sandy operations expense including 3 

depreciation, production O&M and other expenses will be compared to the net 4 

monthly revenues collected through the BS1OR with any difference being 5 

deferred on the balance sheet as a regulatory asset or regulatory liability.  6 

Q. HOW WILL THE OVER/UNDER ACCOUNTING WORK FOR THE PJM 7 

RIDER MECHANISM RECOMMENDED BY WITNESS VAUGHAN? 8 

A.        If the monthly actual incurred PJM rider charges and credits  are less than the       9 

respective monthly amounts (1/12 of Company Witness Vaughan’s recommended 10 

net level of approximately $74.9 million shown on AEV Exhibit 5) included in 11 

the monthly approved revenues, the Company will credit a regulatory liability and 12 

charge the appropriate accounts.  Similarly, if the monthly actual incurred PJM 13 

rider charges and credits are more than the respective monthly amounts  as 14 

described above, the Company will charge a regulatory asset while crediting the 15 

appropriate accounts. 16 

Q.        DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY? 17 

A.        Yes.  18 



Amortization of Coal‐Related Big Sandy Retirement and Retirement Related Costs
Illustrative Example 
WACC 10.7873%
Annual Payment 22,166,309.89$    

Year Bg Additions Payments CC Ending
1 $135,538,865.72 $19,471,535.00 ($22,166,309.89) $15,228,668.57 $148,072,759.40
2 $148,072,759.40 $12,618,110.00 ($22,166,309.89) $16,300,422.81 $154,824,982.32
3 $154,824,982.32 $14,527,661.00 ($22,166,309.89) $17,163,217.84 $164,349,551.27
4 $164,349,551.27 $8,509,280.00 ($22,166,309.89) $17,936,354.94 $168,628,876.31
5 $168,628,876.31 $2,240,926.00 ($22,166,309.89) $18,102,104.16 $166,805,596.58
6 $166,805,596.58 $368,869.00 ($22,166,309.89) $17,800,011.56 $162,808,167.24
7 $162,808,167.24 $371,840.00 ($22,166,309.89) $17,346,976.26 $158,360,673.61
8 $158,360,673.61 $374,886.00 ($22,166,309.89) $16,842,921.21 $153,412,170.93
9 $153,412,170.93 $378,008.00 ($22,166,309.89) $16,282,070.87 $147,905,939.91
10 $147,905,939.91 $250,000.00 ($22,166,309.89) $15,651,309.58 $141,640,939.59
11 $141,640,939.59 $250,000.00 ($22,166,309.89) $14,941,049.44 $134,665,679.14
12 $134,665,679.14 $250,000.00 ($22,166,309.89) $14,150,267.45 $126,899,636.70
13 $126,899,636.70 $250,000.00 ($22,166,309.89) $13,269,834.88 $118,253,161.68
14 $118,253,161.68 $250,000.00 ($22,166,309.89) $12,289,588.08 $108,626,439.87
15 $108,626,439.87 $250,000.00 ($22,166,309.89) $11,198,211.17 $97,908,341.15
16 $97,908,341.15 $250,000.00 ($22,166,309.89) $9,983,105.37 $85,975,136.62
17 $85,975,136.62 $43,797,850.00 ($22,166,309.89) $10,849,167.77 $118,455,844.50
18 $118,455,844.50 $0.00 ($22,166,309.89) $12,299,827.71 $108,589,362.32
19 $108,589,362.32 $0.00 ($22,166,309.89) $11,181,269.28 $97,604,321.70
20 $97,604,321.70 $0.00 ($22,166,309.89) $9,935,900.40 $85,373,912.21
21 $85,373,912.21 $0.00 ($22,166,309.89) $8,549,344.64 $71,756,946.95
22 $71,756,946.95 $0.00 ($22,166,309.89) $7,005,595.71 $56,596,232.77
23 $56,596,232.77 $0.00 ($22,166,309.89) $5,286,832.69 $39,716,755.56
24 $39,716,755.56 $0.00 ($22,166,309.89) $3,373,214.31 $20,923,659.97
25 $20,923,659.97 $0.00 ($22,166,309.89) $1,242,649.92 $0.00

$104,408,965.00 $554,157,747.34 $314,209,916.61

Estimated June 30, 2015 Beginning Costs $135,538,865.72
Additions 104,408,965.00
Subtotal $239,947,830.72
Carrying Costs $314,209,916.61
Total Estimated Costs $554,157,747.34
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