COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

Electronic Application Of Kentucky Power Company )
For (1) A General Adjustment Of Its Rates For Electric )
Service; (2) Approval Of Tariffs And Riders; (3) )
Approval Of Accounting Practices To Establish ) Case No. 2020-00174
Regulatory Assets And Liabilities; (4) Approval Of A )
Certificate Of Public Convenience And Necessity; )
And (5) All Other Required Approvals And Relief )

SECTION V

Exhibit 1: Jurisdictional Cost of Service

June 29, 2020



Ln
No.
(1a)
(1b)

()

()

3)

4)

(5)

Test Year Retail Sales Revenues per Income Statement
Remove Capacity Charge and SSC Over/Under (Adj 1&7)
Test Year Retail Sales Revenues

Proposed Increase to Revenue Requirement

Proposed Decrease in Capacity Charge

Proposed Grid Modernization Rider

Total Increase (Ln2+Ln3+Ln4)

Kentucky Power Company
Case No. 2020-00174
Test Year Ended March 31, 2020

Reference
Section V, Schedule 4, Cell C7

Section V, Schedule 1, Cell 147
Section I, Exhibit J, Page 2

Section I, Exhibit J, Page 2

@ « ©« @ N

KPSC Case No. 2020-00174
Section V - Application
Exhibit 1

Page 1 of 87

SECTION V

Cumulative Percentage

Amount Increase
531,745,982
759,842
532,505,823

70,096,743 13.16%

(6,200,000) 12.00%

1,105,046 12.21%
65,001,789
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21

KENTUCKY POWER COMPANY
FULLY ADJUSTED BASE CASE SUMMARY
TEST YEAR ENDED MARCH 31, 2020

DESCRIPTION
@)

Operating Revenues
Sales Of Electricity

Other Operating Revenues
Non-firm Sales

Total Operating Revenues

Operating Expenses
Operation & Maintenance

Depreciation
Taxes Other Than Income Taxes
State Income Tax
Other Including Customer Deposits
Federal Income Tax :

Current

Deferred

ITC Adjustment

Total Operating Expenses

Net Electric Operating Income (Line 4 - Line 12)
AFUDC Offset Adjustment / Deferred Income

Net Electric Operating Income - Adjusted

Total Rate Base
Rate of Return

Capitalization
Rate of Return

Total Operating Revenue

Change in Revenue Requirement

BASE CASE PSC
JURISDICTION

®)

$475,910,856
31,782,270
26,689,221

$379,900,699
$87,533,530
$28,620,362
($4,433,958)
$5,319,298

($12,323,338)
$14,915,206
$0

$34,850,548
5,443,229

KPSC Case No. 2020-00174
Section V - Application
Exhibit 1

Page 2 of 87

PROPOSED
CHANGE

)

$70,096,743

$424,506
0

0
4,078,961

22,957,647

SECTION V
SCHEDULE 1

ADJUSTED PSC
JURISDICTION

®)

$546,007,599
31,782,270
26,689,221

$380,325,205
87,533,530
28,620,362
(354,997)
5,319,298

10,634,309
14,915,206

$77,486,177
5,443,229

$1,407,374,968
5.89%

$1,399,886,232
6.58%

604,479,090

70,096,743



Line
No.
(1)

KENTUCKY POWER COMPANY
REVENUE REQUIREMENT
TEST YEAR ENDED MARCH 31, 2020

Description

2
Capitalization (Per Sch 3, L 7, Col 14)
Rate of Return (WP S-2, Pg 1, L 5, Col 6)
Required Net Electric Operating Income (L1 X L2)
Test Year Net Electric Operating Income (Per Sch 4, Col 6, Ln 35)
Net Electric Operating Income Change (L3 - L4)
Gross Revenue Conversion Factor (Per WP S-2, Pg 2, L 9)

Change in Revenue Requirement (L5 X L6) Increase / (Decrease)

KPSC Case No. 2020-00174
Section V - Application
Exhibit 1

Page 3 of 87

SECTION V
SCHEDULE 2

Percent of
Incremental
Gross Revenues

@)
$1,399,886,232

$92,112,514

$40,293,777

$51,818,737

1.35272967



Line
No.
(1)

1/
2/
3/
4/
5/
6/

Description
2)

Long Term Debt
Short Term Debt
Accounts Receivable Financing 4/
Common Equity

Total

Schedule 3, Column 14, Lines 1, 2,3 & 4
Per workpaper S-3, Pg 1, Ln 15, Col 14

Per workpaper S-3, Pg 2, Ln 16

KPSC Case No. 2020-00174
Section V - Application

Exhibit 1
Page 4 of 87
KENTUCKY POWER COMPANY SECTION V
COST OF CAPITAL WORKPAPER S-2
TEST YEAR ENDED MARCH 31, 2020 PAGE 1 OF 3
Reapportioned Annual Weighted
Kentucky Percentage Cost Average
Jurisdictional of Percentage Cost
Capital 1/ Total Rate Percent
@) (4) ®) (6) = (4) X (5)
$752,127,351 53.73% 4.040% 2/ 217%
0 0.00% 2.230% 3/ 0.00%
42,248,932 3.02% 2.802% 5/ 0.08%
605,509,950 43.25% 10.00% 6/ 4.33%
$1,399,886,232 100.00% 6.58%

Per Commission Order March 31, 2003 Case No. 2002-00169
13 Month Average Accounts Receivable Balance and 13 Month Average Annual Carrying Cost
Per Recommendation of Company Witnesses McKenzie
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KENTUCKY POWER COMPANY SECTION V
COMPUTATION OF THE GROSS REVENUE WORKPAPER S-2
CONVERSION FACTOR PAGE 2 OF 3
TEST YEAR ENDED MARCH 31, 2020
Percent of
Line Incremental
No. Description Gross Revenues
(1) (2) 3)
1 Operating Revenues 100.00%
2 Less: Uncollectible Accounts Expense 1/ 0.4100%
3 KPSC Maintenance Fee 0.1956%
4 Income Before income Taxes 99.3944%
5 Less: State Income Taxes (L4 X 5.8545%) 2/ 5.8545% 5.8190%
6 Income Before Federal Income Taxes 93.5754%
7 Less: Federal income Taxes (L6 X 21.00%) 21.00% 19.6508%
8 Operating Income Percentage 73.9246%
9 Gross Revenue Conversion Factor (100% / L8) 1.35272967
1/ Per Workpaper S-2, Page 3, Col 5, Line 5
2/ State Income Tax Effective Rate Calculations
State Income Tax Rate - lllinois 9.50%
Apportionment Factor 0.9348%
Effective lllinois State Income Tax Rate 0.0888%
State Income Tax Rate - KY 5.00%
Apportionment Factor 87.9218%
Effective Kentucky State Income Tax Rate 4.3961%
State Income Tax Rate - Michigan 6.00%
Apportionment Factor 0.0323%
Effective Michigan State Income Tax Rate 0.0019%
State Income Tax Rate - WV 6.50%
Apportionment Factor 21.0414%
Effective West Virginia State Income Tax Rate 1.3677%

Total Effective State Income Tax Rate 5.8545%



KPSC Case No. 2020-00174
Section V - Application

Exhibit 1
Page 6 of 87
KENTUCKY POWER COMPANY SECTION V
COMPUTATION OF FACTOR TO BE APPLIED TO ADDITIONAL WORKPAPER S-2
REVENUES GENERATED BY RATE INCREASE, IN PAGE 3 OF 3
DETERMINATION OF AN UNCOLLECTIBLE ACCOUNTS
ADJUSTMENT TO BE ADDED TO O&M EXPENSE
TEST YEAR ENDED MARCH 31, 2020
Percent of
Line Electric Account-Net Electric
No. Description Revenues Charged Off Revenues
(1 2) ®3) (4) ®)
1 12 Months Ended 3/31/2018 $557,921,351 $1,877,249 0.34%
2 12 Months Ended 3/31/2019 $567,403,930 $2,235,347 0.39%
3 12 Months Ended 3/31/2020 $532,505,823 $2,625,730 0.49%
4 Total $1,657,831,104 $6,738,326 1.22%

5 Three Year Average $552,610,368 $2,246,109 0.41%
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Line
No.
(1)

10
1"
12
13
14
15

16

Month
2)

April

May

June

July

August

September

October

November

December
January

Februrary

March

Total

KENTUCKY POWER COMPANY
SCHEDULE OF SHORT-TERM DEBT
TEST YEAR ENDED MARCH 31, 2020

Year

@)
2019
2019
2019
2019
2019
2019
2019
2019
2019
2020
2020

2020

Average Borrowings Outstanding During the Period
Interest Expense for the Twelve Months Ended 03/31/2020

Weighted Average Interest Rate of Borrowings
Outstanding During the Period (Ln 15/ Ln 14)

KPSC Case No. 2020-00174
Section V - Application
Exhibit 1

Page 9 of 87
SECTION V
WORKPAPER S-3
PAGE 3 OF 4

Notes Payable
Outstanding at
End of Month

(4)
$38,650,121
$44,492,292
$71,439,088
$74,506,628
$87,137,063
$86,862,532
$94,085,373

$106,345,477
$113,174,766
$119,522,071
$120,549,529

$10,685,291



Line
No.
(1)

10
11
12
13
14

15

KENTUCKY POWER COMPANY
COAL STOCK ADJUSTMENT

MICTHELL PLANT

TEST YEAR ENDED MARCH 31, 2020

Description

2)
Balance End of Test Year (Low Sulfur)
Balance End of Test Year (High Sulfur)
Daily Burn Rate (Low Sulfur)
Daily Burn Rate (High Sulfur)
Days Supply on Hand - Low Sulfur (Ln 1/Ln 3)
Days Supply on Hand - High Sulfur (Ln 2/Ln 4)
Day Supply Requested (Low Sulfur)
Day Supply Requested (High Sulfur)
Fuel Stock Requested - Low Sulfur (Ln 3 X Ln 7)
Fuel Stock Requested - High Sulfur (Ln 4 X Ln 8)
Adjustment to Test Year - Low Sulfur (Ln 9 - Ln 1)
Adjustment to Test Year - High Sulfur (Ln 10 - Ln 1)
KPCo's Adjustment Test Year (Ln 11 + Ln 12)
Allocation Factor - EAF

KPSC Jurisdictional Amount (Ln 13 X Ln 14)

KPSC Case No. 2020-00174
Section V - Application

Exhibit 1
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SECTION V

WORKPAPER S-3
PAGE 4 OF 4
Average
Tons $/Ton Amount
(3) (4) ®)

192,912 $69.42 $13,392,198
206,631 $45.03 $9,305,363

3,072

4,762

63

43

30

15
------------ 9 -2-1-4-5 $69.42 $6,396,706
71,430 $45.03 $3,216,493
(100,767) ($6,995,492)
(135,201) ($6,088,870)
 (235.968) " ($13,084,362)
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KENTUCKY POWER COMPANY

ELECTRIC OPERATION & MAINTENANCE EXPENSE
TEST YEAR ENDED MARCH 31, 2020

Acct
No. Expense

Power Production Expenses
Steam Generation Expenses
500 Supervision & Engineering
501 Fuel
5010005 Fuel Expense Deferred
502 Steam Expense
505 Electric Expense
506 Misc Steam Power Expense
507 Rents
Other Power Supply Expense

Total Steam Operation

Steam Generation Maintenance
510 Supervision & Engineering
511 Maintenance of Structures
512 Maintenance of Boiler Plant
513 Maintenance of Electric Plant
514 & 515 Maintenance of Miscellaneous Steam

Total Steam Generation - Maintenance

Total Steam Power O & M

Transmission Owner PJM Revenue

565 Trans by Others
LSE OATT Charges - Retail Demand 5658456
LSE OATT Charges - Retail Energy 565&456
Trans COS - Demand
Non-Jurisdictional

Transmission Expense

Regional Market Expenses
Distribution Operations Expense
Distribution Maintenance Expense
Customer Account Expense
Customer Services

Sales Expense

A & G Regulatory

A & G Other

Total Operating & Maintenance Expense

A&G Allocators

Total KPCo O&M

KENTUCKY POWER COMPANY
JURISDICTIONAL COST OF SERVICE
12 MONTHS ENDED MARCH 31, 2020

KPSC Case No. 2020-00174
Section V - Application
Exhibit 1

Page 81 of 87

Expense Per Total O&M A&G Excluding Restated
Books Payroll Regulation Expense Demand Energy
4,368,843 4,284,103 2,473,112 6,841,955 6,841,955
88,204,169 2,543,957 1,468,567 89,672,736 89,672,736
2,988,121 - - 2,988,121 2,988,121
5,635,246 868,914 501,604 6,036,850 2,052,529 3,984,321
3,170 2,092 1,208 4,378 1,488 2,889
7,471,432 4,595,724 2,653,004 10,124,436 10,124,436 0
- - - - - 0
1,197,922 1,074,376 620,212 1,818,134 1,818,134
109,768,903 13,369,166 7,717,707 117,486,610 19,020,409 98,466,202
2,067,297 1,977,999 1,141,852 3,209,149 3,209,149
1,555,134 376,172 217,155 1,772,289 1,772,289
11,390,510 3,284,998 1,896,352 13,286,862 4,517,533 8,769,329
4,058,356 2,271,851 1,311,486 5,369,842 5,369,842
1,682,243 1,001,556 578,175 2,260,418 2,260,418
20,753,541 8,912,576 5,145,020 25,898,561 17,129,232 8,769,329
130,522,445 22,281,742 12,862,727 143,385,172 36,149,641 107,235,531
(60,397,760) - - (60,397,760) (60,397,760)
105,756 105,756 105,756
81,947,374 81,947,374 81,947,374
362,264 362,264 362,264
3,763,897 3,151,718 1,819,413 5,583,310 5,583,310
3,526,338 3,526,338
89,705,629 3,151,718 1,819,413 91,525,042 87,636,440 362,264
1,045,181 0 - 1,045,181 1,045,181
9,904,866 4,173,376 2,409,192 12,314,058 9,904,866
32,785,754 4,026,126 2,324,188 35,109,942 32,785,754
6,390,252 3,379,524 1,950,920 8,341,172 6,390,252
734,972 263,147 151,909 886,881 734,972
52,281 558 322 52,603 52,281
1,049,575 415,676 239,960 1,289,535 1,049,575
21,758,631 10,148,492 (21,758,631) -
233,551,827 47,840,359 0) 233,551,826 115,351,202 107,597,795
0.517 0.483

Transmission Expense

Operations
Maintenance

2,186,442 1,262,182
965,276 557,231
3,151,718 1,819,413

SECTION V
SCHEDULE 6

PDAF

EAF

EAF
PDAF/EAF
PDAF/EAF

PDAF/EAF
PDAF
PDAF

SPECIFIC

GP-TRANS
SPECIFIC
SPECIFIC

GP-TRANS
Non-KY P.S.C. Juris

GP-TRANS
GP-DIST
GP-DIST

CusT
SPECIFIC
Non-KY P.S.C. Juris

1.000



KENTUCKY POWER COMPANY
JURISDICTIONAL COST OF SERVICE
12 MONTHS ENDED MARCH 31, 2020

KENTUCKY POWER COMPANY
ENERGY & CAPACITY CHARGES
TEST YEAR ENDED MARCH 31, 2020
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SECTION V
SCHEDULE 7

Purchased Power Energy Capacity Total
Purchased $69,825,823 $58,395,173 $128,220,995
System Pool 0 0 $0
Total Purchased Power $69,825,823 $58,395,173 $128,220,995
Less:

System Sales / Resale 27,889,747 5,766,202 33,655,950
Exclude FERC RQ (2,549,631) (2,623,915) (5,173,546)
System Sales/Resale's -
Associated Companies 0 0 0
Transmission Charges 0 0 0
System Sales Clause 1,421,321 0 1,421,321
Total System Sales 26,761,438 3,142,288 29,903,725
Backup Energy 0 0 0
Total $43,064,385 $55,252,885 $98,317,270

EAF PDAF

Allocated 42,461,484 54,424,092 96,885,576

System Sales Adjusted 26,386,777 3,095,153

EAF PDAF
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LINE
NO.
(1)

10
11
12
13
14

15

KENTUCKY POWER COMPANY
TEST YEAR ENDED MARCH 31, 2020

KPCO JURISDICTIONAL ALLOCATION FACTORS

DESCRIPTION
()

Production Demand
Transmission Demand
Energy

Gross Plant Transmission
Gross Plant Distribution
Gross Plant - T&D
Gross Plant - PTD
Gross Plant - Total

Net Plant

O&M Expense

O&M Labor

Operating Revenue
SPECIFIC

Customers

A&G

FACTOR RETAIL
@) (4)
PDAF 0.985
TDAF 0.985
EAF 0.986
GP-TRANS 0.985
GP-DIST 0.999
GP-T&D 0.993
GP-PTD 0.985
GP-TOT 0.985
NP 0.985
O&M 0.980
OML 0.990
OP-REV 0.983
SPECIFIC 1.000
CUST. 1.000
A&G 0.985

KPSC Case No. 2020-00174
Section V - Application
Exhibit 1
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SECTION V

SOURCE
(5)

Sch 9

Sch 9

Sch 10

Sch 4, Line 167
Sch 4, Line 169
Sch 4, Line 171
Sch 4, Line 175
Sch 4, Line 173
Sch 4, Line 39
Sch 4, Line 423
Sch 4, Line 425
Sch 4, Line 287
N/A

N/A

Schedules 6, 9 and 10
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