American Electric Power Company, Inc.
Kentucky Power Company
Liberty Utilities Co.
KPSC Case No. 2021-00481
Attorney General's First Set of Data Requests
Dated January 13, 2022

DATA REQUEST

AG11 State the amount of termination fees, and / or any and all other fees and
expenses the respective parties would have to pay if the proposed
transaction is not consummated.

a. Of those fees, state the amount for which KPCo ratepayers would
be responsible.

b. Identify the documents in which this information is provided to
both federal and state regulatory officials.

c. If KPCo ratepayers would be responsible for any portion of such
fees / expenses, state whether the company would have to file a rate
case to recover such sums.

RESPONSE

If the Stock Purchase Agreement is terminated under certain circumstances, namely
failure to receive required regulatory approvals (other than the approval of the Public
Service Commission of Kentucky, FERC or the Public Service Commission of West
Virginia for the termination and replacement of the existing operating agreement for the
Mitchell Plant or where a non-Liberty party may have breached its obligations under the
agreement and caused such failure) or where all conditions are met and Liberty does not
close, Liberty may be required to pay a termination fee of $65 million. If the agreement
is terminated for willful breach or fraud of a party, the other party may have available to
it remedies at common law or equity.

a. None.

b. This information has been provided as set forth in Section 8.3 of the Stock Purchase
Agreement, which agreement was provided with the applications filed with Public
Service Commission of Kentucky and the Federal Energy Regulatory Commission.

c. Not applicable.

Witness: Stephan T. Haynes

Witness: Peter Eichler



American Electric Power Company, Inc.
Kentucky Power Company
Liberty Utilities Co.
KPSC Case No. 2021-00481
Attorney General's First Set of Data Requests
Dated January 13, 2022

DATA REQUEST

AG12 State whether Liberty, its corporate parent entities, or its affiliates has or
have reserved the right to adjust the regular dividend of the corporate
entity holding Liberty’s stock pending completion of the transaction. If so:

a. For how long will any modification to the dividend remain in
effect?

b. Provide, in complete detail, the rationale for any such adjustment.

c. State whether Liberty intends on seeking PSC approval of same,
and if not, why not.

d. As aresult of any potential increase in dividend, state:

(1) how much additional funding for corporate expenses of
any type or sort Liberty will seek from its ratepayers; and

(2) whether any such adjustment will cause Liberty to file a
rate case, and
if so, when.

RESPONSE

Neither Liberty nor APUC have adjusted their regular dividends in the context of this
transaction. Changes in the level of dividends paid by APUC are at the discretion of its
Board of Directors, with dividend levels being reviewed periodically by the Board in the
context of APUC’s financial performance and growth prospects.

Witness: Michael Mosindy



American Electric Power Company, Inc.
Kentucky Power Company
Liberty Utilities Co.
KPSC Case No. 2021-00481
Attorney General's First Set of Data Requests
Dated January 13, 2022

DATA REQUEST

AG1 3 State whether as a result of the transaction, Liberty, its corporate parent
entities, or its affiliates plan(s) on paying any special dividends on any
class of stock. If so, identify the class of stock, and state whether the
officers, directors or majority holders of common stock are among the
class of potential recipients of any such special dividend.

RESPONSE

As a result of the transaction, neither Liberty, its corporate parent entities, nor its
affiliates plan on paying any special dividends on any class of stock.

Witness: Peter Eichler



American Electric Power Company, Inc.
Kentucky Power Company
Liberty Utilities Co.
KPSC Case No. 2021-00481
Attorney General's First Set of Data Requests
Dated January 13, 2022

DATA REQUEST

AG1 4 State how much additional common stock Liberty, its corporate parent
entities, or its affiliates will issue as a condition of the transaction’s
consummation. If any, state the effect on ratepayers.

RESPONSE

Liberty, and its parent entities and affiliates will not issue additional common stock as a
condition of the transaction’s consummation irrespective of the transaction. APUC has
issued sufficient common stock to fund the transaction, none of which is conditional on
the proposed transaction. This will not have an impact on customers.

Witness: Peter Eichler



American Electric Power Company, Inc.
Kentucky Power Company
Liberty Utilities Co.
KPSC Case No. 2021-00481
Attorney General's First Set of Data Requests
Dated January 13, 2022

DATA REQUEST

AG15 State when the Joint Applicants and any relevant affiliates expect to
receive full approval of the proposed transaction from FERC, NERC,
SEC, FCC, the U.S. Justice Dept., the Committee on Foreign Investment
in the United States (“CIFIUS”), and all relevant state public utility
regulatory authorities.

RESPONSE

Clearance from The Committee on Foreign Investment in the United States was received
on January 5, 2022. There is no approval of the transaction necessary by the SEC or
NERC. Approval from the U.S. Justice Department is expected in February 2022.
Approval by the Kentucky Public Service Commission is expected prior to May 4, 2022.
Approval by the Federal Energy Regulatory Commission under Section 203 of the
Federal Power Act is expected by April 25, 2022. The FCC consented to the assignment
of certain Kentucky Power licenses to Wheeling Power Company on January 13, 2022.
Joint Applicants expect to file an application to the FCC to transfer control of the
Kentucky Power licenses prior to closing. The FCC typically approves such applications
within 30 days.

Witness: Stephan T. Haynes

Witness: Peter Eichler



American Electric Power Company, Inc.
Kentucky Power Company
Liberty Utilities Co.
KPSC Case No. 2021-00481
Attorney General's First Set of Data Requests
Dated January 13, 2022

DATA REQUEST

AG1l 6 Is KPCo’s current generation fleet sufficient to meet both its base and
peak loads? Does KPCo anticipate any need to enter into purchased power
agreements to meet these loads?

RESPONSE

Joint Applicants object to this request on the basis that it is vague and ambiguous as to
the terms "base and peak loads." Subject to and without waiving the foregoing objection,
Joint Applicants state that Kentucky Power's current generation fleet is sufficient to
satisfy its PIM FRR capacity obligation until December 8, 2022. The Company plans to
and meets its peak load obligations as required in PJM and will use additional purchases
or take other appropriate measures.

Witness: Brian K. West



American Electric Power Company, Inc.
Kentucky Power Company
Liberty Utilities Co.
KPSC Case No. 2021-00481
Attorney General's First Set of Data Requests
Dated January 13, 2022

DATA REQUEST

AG1l7 Do the Joint Applicants believe the proposed transaction will enhance and
improve KPCo’s abilities to obtain capital in support of its business? If so,
explain how.

a. Do the Joint Applicants also acknowledge that if Liberty, its
parent and affiliated entities incur significant amounts of debt, this
will likely have a negative impact on KPCo’s ability to borrow
capital at competitive rates?

RESPONSE
Please see response to Staff 1-57.
a. The ability of Kentucky Power Company to borrow at competitive rates has many
different facets. Simply incurring debt will not have a negative impact unless
other key operating measures such as funds from operations to debt, debt to total

capital, and other metrics also significantly deteriorate. These outcomes are not
expected as a result of the transaction.

Witness: Michael Mosindy



DATA REQUEST

AG1 8

RESPONSE

American Electric Power Company, Inc.
Kentucky Power Company
Liberty Utilities Co.
KPSC Case No. 2021-00481
Attorney General's First Set of Data Requests
Dated January 13, 2022

Do the Joint Applicants believe that KPCo’s post-transaction financial and
credit profile will ensure that the company and its customers will benefit
from, and not be disadvantaged, by the transaction? If so:

a. Provide copies of any all current bond ratings, credit profiles and
/ or any and all other credit analyses for KPCo and Liberty, together
with any projected bond ratings, credit profiles and / or any and all
other credit analyses regarding the status of KPCo and Liberty
following the closing of the proposed transaction.

b. Explain whether any synergies are expected to result from the
proposed transaction. If so: (i) state, in complete detail, how
KPCo’s ratepayers will share in such synergy savings and otherwise
benefit under the transaction; (ii) identify each specific synergy, and
provide any and all analyses and studies indicating any and all such
synergies and benefits.

c. Explain whether Liberty and / or its parent entities assumed the
existence of any synergies when they made the economic decision
to purchase KPCo. If so, identify and fully explain.

d. Aside from the determination of the purchase price, did Liberty
(by itself or acting through an agent or third-party) research,
analyze, or otherwise investigate possible synergies associated with
a purchase of KPCo? If not, explain why not. If yes, then please
explain in detail the results of the research, analysis, or
investigation.

a. Please see attached rating reports provided by all of Algonquin’s and Liberty’s
rating agencies after the announcement of the proposed transaction:
JA_R_AG_1 08 Attachment_DBRS PR-KPCO Acquisition-FINAL-2021-10-
28.pdf; JA_R_AG_1 08 Attachment_Fitch-APUC-LUCo_RAC_KPCo
Acquisition_2021-10-28.pdf; and JA_ R_AG_1 08_Attachment_S&P-KPCo
Acquistion-Oct-28-2021.pdf. Please see JA R_ AG 1 8
Confidential Attachments 1-4 for AEP and Kentucky Power’s rating reports.



b. The transaction was not premised on the ability to derive synergies, and therefore,
synergies are not expected.

c. Seeparth.

d. As indicated in (b) above, Liberty did not approach the transaction from the
perspective of identifying synergies such as combining job functions and the
further centralization of services and thus did not conduct the research described
in the question. Rather, Liberty sees Kentucky Power as a utility at the early
stages of energy transition across each of the generation, transmission, and
distribution parts of the energy value chain. On the generation front, the
impending completion of the Rockport UPA, the approaching end of lifecycle at
the Big Sandy and the retirement (for ratemaking purposes) of the Mitchell plant
create opportunities to right-size the capacity requirements, reduce cost of fuel
expenditures and explore the downstream local economic impact of repurposing
brownfield coal sites for solar developments. Exploring the merits of continual
PJM participation as Liberty is committing to do is an opportunity to rethink
whether the long-standing arrangement still offers the best value for Kentucky
Power and its transforming industrial landscape. Finally, Liberty’s understanding
of the age, condition and performance of the distribution grid are suggestive of a
need of not only extensive renewal, but also a more evidence-based approach to
pacing and prioritization of both core asset investments and foundational smart
grid tools - where they make sense.

Witness: Stephan T. Haynes

Witness: Michael Mosindy (a-c), Peter Eichler (d)



HORMNESH  DBRS

PRESS RELEASE OCTOBER 28, 2021

DBRS Morningstar Places Algonquin Power & Utilities Corp. Under
Review with Developing Implications on the Announcement of the
Agreement to Acquire Kentucky Power Company

UTILITIES & INDEPENDENT POWER

DBRS Limited (DBRS Morningstar) placed all the ratings of Algonquin Power & Utilities Corp. (APUC or the Company) Under Review
with Developing Implications. On October 26, 2021, APUC announced an agreement with American Electric Power (AEP) to acquire
Kentucky Power Company (Kentucky Power) and AEP Kentucky Transmission Company, Inc. (Kentucky TransCo) for a total purchase
price of USD 2.846 billion, including the assumption of approximately USD 1.221 billion in debt (the Acquisition). Kentucky Power
is a state rate-regulated electricity generation, distribution, and transmission utility operating within the Commonwealth of
Kentucky, serving approximately 228,000 active customer connections and operating under a cost-of-service framework. Kentucky
TransCo is an electricity transmission business operating in the Kentucky portion of the transmission infrastructure that is part of
the Pennsylvania-New Jersey-Maryland regional transmission organization. The Acquisition is expected to close mid-2022, subject

to regulatory approvals.

DBRS Morningstar views this acquisition as a positive development from a business risk perspective because of the following
factors: (1) a significant increase in APUC’s low-risk regulated assets with a total consolidated rate base expected to increase to
approximately USD 9 billion from USD 6.8 billion, which would reflect a 32% increase upon closing. After the completion of the
Acquisition, DBRS Morningstar expects APUC to generate over 75% (currently 66%) of its consolidated cash flow from stable
regulated operations and the remainder from long-term contracted nonregulated generation; (2) an expected improvement in
Jjurisdictional diversification with the addition of Kentucky and the U.S. Federal Energy Regulatory Commission. Kentucky has a
reasonable cost-of-service regulatory framework with acceleration of capital recovery and a reasonably regulated return on equity;

(3) an expected improvement of capital expenditure planning, which should add more flexibility with the Acquisition.

Notwithstanding these potentially positive impacts, the Under Review with Developing Implications rating action reflects some
uncertainties associated with APUC's financing plan. To finance the Acquisition, APUC intends to issue up to USD 750 million
common equity through a bought deal with the banks. APUC expects to finance the remainder in the amount of approximately USD
875 million with a combination of hybrid debt financing, equity units, and proceeds from the sale of the non-regulated assets/
investments. DBRS Morningstar has reviewed APUC’s financing plan and is of the view that its current plan (if the hybrid debt is
issued out of APUC) could increase APUC’s nonconsolidated leverage. The magnitude of the increase will depend on the amount of
the hybrid debt to be issued. DBRS Morningstar notes that if APUC’s nonconsolidated debt-to-capital (as calculated by DBRS

Morningstar) rises significantly above 20% following the issuance of the hybrid debt, then a negative rating action could be taken.

ESG CONSIDERATIONS
A description of how DBRS Morningstar considers ESG factors within the DBRS Morningstar analytical framework can be found in
the DBRS Morningstar Criteria: Approach to Environmental, Social, and Governance Risk Factors in Credit Ratings at https://

www.dbrsmorningstar.com/research/373262.

The principal methodologies are Rating Companies in the Regulated Electric, Natural Gas, and Water Utilities Industry (September

Case No. 2021-00481

AG's First Set of Data Requests

Dated January 13, 2022

ltem 8

JA_R_AG_1_08_Attachment_DBRS PR-KPCO Acquisition-FINAL-2021-10-28
Page 1of4


https://www.dbrsmorningstar.com/research/373262
https://www.dbrsmorningstar.com/research/373262

24, 2021; https://www.dbrsmorningstar.com/research/384922); Rating Companies in the Independent Power Producer Industry
(May 10, 2021; https://www.dbrsmorningstar.com/research/378166); DBRS Morningstar Criteria: Preferred Share and Hybrid
Security Criteria for Corporate Issuers (October 21, 2021; https://www.dbrsmorningstar.com/research/386355); and DBRS
Morningstar Criteria: Rating Corporate Holding Companies and Parent/Subsidiary Rating Relationships (November 2, 2020;
https://www.dbrsmorningstar.com/research/369167); Other applicable methodologies include the DBRS Morningstar Criteria:
Approach to Environmental, Social, and Governance Risk Factors in Credit Ratings (February 3, 2021; https://

www.dbrsmorningstar.com/research/373262); which can be found on dbrsmorningstar.com under Methodologies & Criteria.

The related regulatory disclosures pursuant to the National Instrument 25-101 Designated Rating Organizations are hereby
incorporated by reference and can be found by clicking on the link under Related Documents or by contacting us at

info@dbrsmorningstar.com.

The rated entity or its related entities did participate in the rating process for this rating action. DBRS Morningstar had access to the

accounts and other relevant internal documents of the rated entity or its related entities in connection with this rating action.

Generally, the conditions that lead to the assignment of a Negative or Positive trend are resolved within a 12-month period. DBRS

Morningstar trends and ratings are under regular surveillance.
For more information on this credit or on this industry, visit www.dbrsmorningstar.com or contact us at info@dbrsmorningstar.com.

DBRS Limited

DBRS Tower, 181 University Avenue, Suite 700
Toronto, ON M5H 3M7 Canada

Tel. +1 416 593-5577

Ratings

Algonquin Power & Utilities Corp.

Date Issued Debt Rated Action Rating Trend Attributes
28-Oct-21 Issuer Rating UR-Dev. BBB --
28-Oct-21 Preferred Shares UR-Dev. Pfd-3 -

ALL DBRS RATINGS ARE SUBJECT TO DISCLAIMERS AND CERTAIN LIMITATIONS. PLEASE READ THESE DISCLAIMERS AND
LIMITATIONS. ADDITIONAL INFORMATION REGARDING DBRS RATINGS, INCLUDING DEFINITIONS, POLICIES AND
METHODOLOGIES, ARE AVAILABLE ON WWW.DBRSMORNINGSTAR.COM.

Contacts

Eric Eng

Senior Vice President, Infrastructure, Power & Utilities

+1416 597 7578
eric.eng@dbrsmorningstar.com
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https://www.dbrsmorningstar.com/research/378166);
https://www.dbrsmorningstar.com/research/386355);
https://www.dbrsmorningstar.com/research/369167);
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The DBRS Morningstar group of companies consists of DBRS, Inc. (Delaware, U.S.)(NRSRO, DRO affiliate); DBRS Limited (Ontario, Canada)(DRO, NRSRO affiliate);
DBRS Ratings GmbH (Frankfurt, Germany)(EU CRA, NRSRO affiliate, DRO affiliate); and DBRS Ratings Limited (England and Wales)(UK CRA, NRSRO affiliate, DRO
affiliate). For more information on regulatory registrations, recognitions and approvals of the DBRS Morningstar group of companies, please see: https://
www.dbrsmorningstar.com/research/highlights.pdf.

The DBRS Morningstar group of companies are wholly-owned subsidiaries of Morningstar, Inc. © 2021 DBRS Morningstar. All Rights Reserved.

The information upon which DBRS Morningstar ratings and other types of credit opinions and reports are based is obtained by DBRS Morningstar from sources
DBRS Morningstar believes to be reliable. DBRS Morningstar does not audit the information it receives in connection with the analytical process, and it does not and
cannot independently verify that information in every instance. The extent of any factual investigation or independent verification depends on facts and
circumstances. DBRS Morningstar ratings, other types of credit opinions, reports and any other information provided by DBRS Morningstar are provided “as is” and
without representation or warranty of any kind. DBRS Morningstar hereby disclaims any representation or warranty, express or implied, as to the accuracy,
timeliness, completeness, merchantability, fitness for any particular purpose or non-infringement of any of such information. In no event shall DBRS Morningstar or
its directors, officers, employees, independent contractors, agents and representatives (collectively, DBRS Morningstar Representatives) be liable (1) for any
inaccuracy, delay, loss of data, interruption in service, error or omission or for any damages resulting therefrom, or (2) for any direct, indirect, incidental, special,
compensatory or consequential damages arising from any use of ratings and rating reports or arising from any error (negligent or otherwise) or other circumstance
or contingency within or outside the control of DBRS Morningstar or any DBRS Morningstar Representative, in connection with or related to obtaining, collecting,
compiling, analyzing, interpreting, communicating, publishing or delivering any such information. No DBRS Morningstar entity is an investment advisor. DBRS
Morningstar does not provide investment, financial or other advice. Ratings, other types of credit opinions, other analysis and research issued or published by DBRS
Morningstar are, and must be construed solely as, statements of opinion and not statements of fact as to credit worthiness, investment, financial or other advice or
recommendations to purchase, sell or hold any securities. A report with respect to a DBRS Morningstar rating or other credit opinion is neither a prospectus nor a
substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities. DBRS
Morningstar may receive compensation for its ratings and other credit opinions from, among https://www.dbrsmorningstar.com/disclaimer/ others, issuers, insurers,
guarantors and/or underwriters of debt securities. DBRS Morningstar is not responsible for the content or operation of third party websites accessed through
hypertext or other computer links and DBRS Morningstar shall have no liability to any person or entity for the use of such third party websites. This publication may
not be reproduced, retransmitted or distributed in any form without the prior written consent of DBRS Morningstar. ALL DBRS MORNINGSTAR RATINGS AND
OTHER TYPES OF CREDIT OPINIONS ARE SUBJECT TO DISCLAIMERS AND CERTAIN LIMITATIONS. PLEASE READ THESE DISCLAIMERS AND LIMITATIONS AT
https://www.dbrsmorningstar.com/about/disclaimer. ADDITIONAL INFORMATION REGARDING DBRS MORNINGSTAR RATINGS AND OTHER TYPES OF CREDIT
OPINIONS, INCLUDING DEFINITIONS, POLICIES AND METHODOLOGIES, ARE AVAILABLE ON https://www.dbrsmorningstar.com. Users may, through hypertext or
other computer links, gain access to websites operated by persons other than DBRS Morningstar. Such hyperlinks are provided for convenience only, and are the
exclusive responsibility of the owners of such websites. DBRS Morningstar does not endorse the content, the operator or operations of third party websites. DBRS
Morningstar is not responsible for the content or operation of such websites and DBRS Morningstar shall have no liability to you or any other person or entity for the
use of third party websites.
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FitchRatings

RATING ACTION COMMENTARY

Fitch Affirms Algonquin Power
& Utilities and Liberty Utilities
at '‘BBB'; Outlook Stable

Thu 28 Oct, 2021 -5:13PM ET

Fitch Ratings - New York - 28 Oct 2021: Fitch Ratings has affirmed Algonquin Power &
Utilities Corp.'s (APUC) 'BBB' Long-Term Issuer Default Rating (IDR) and 'F2' Short-Term
IDR and Liberty Utilities Co.'s (LUCo) 'BBB' Long-Term IDR and 'F2' Short-Term IDR.

These ratings affirmations follow APUC's Oct. 26, 2021 announcement that LUCo reached
an agreement to acquire Kentucky Power Company (BBB/Stable) and AEP Kentucky
Transmission Company, Inc. from American Electric Power Company, Inc. (AEP;
BBB/Stable). Fitch also affirmed all the security ratings at APUC, LUCo and Liberty Utilities
Finance GP1. The Rating Outlook for APUC and LUCo is Stable.

The transaction is expected to close in mid-2022 and will require the approval of the
Kentucky Public Service Commission (KPSC) and FERC, as well as federal clearance under
the Hart-Scott-Rodino Act and the Committee on Foreign Investment in the U.S.

The parties are negotiating a new operating agreement for the coal-fired Mitchell plant,
which is currently operated by Kentucky Power but jointly-owned by Kentucky Power and
AEP subsidiary Wheeling Power Co. (WPCo, NR). Under the new agreement, WPCo will
assume operational responsibility. The new agreement will require approval by the KPSC,
the Public Service Commission of West Virginia and FERC. Approval of the new Mitchell
operating agreement is required for the transaction to close.

Page 1of 15
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The ratings on APUC's unregulated power generation subsidiary, Algonquin Power Co.
(APCo; BBB/Stable), are unaffected by this transaction.

KEY RATING DRIVERS
APUC

Acquisition of Kentucky Power: Fitch views the transaction to be neutral to the credit
quality of APUC and LUCo, given the underlying credit quality of Kentucky Power, its
regulated integrated electric utility operations that have approximately 228,000 customer
connections, and what Fitch expects to be a relatively credit-supportive financing plan for
the acquisition.

The total purchase price is approximately $2.85 billion and includes the assumption of
approximately $1.22 billion in debt. Concurrent with the announcement of the acquisition,
APUC announced the bought deal offering of at least $646 million of common equity and
up to $743 million if the banks fully exercise their overallotment. The remainder of the cash
purchase price is expected to be financed through a variety of funding sources, which may
include hybrid debt, equity units and the monetization of nonregulated assets or
investments.

The Kentucky Power acquisition would improve APUC's business profile by slightly
increasing APUC's regulated utility business mix to nearly 80% of consolidated EBITDA.
The acquisition also provides APUC and LUCo with organic growth opportunities in the
form of replacing coal-fired generation with renewable energy. LUCo has a strong track
record of having implemented similar transitions to clean power generation at its utility
subsidiaries, most notably at Empire District Electric in Missouri. Fitch expects any
conditions imposed by the Kentucky Public Service Commission will not be a deterrent to
improved credit metrics at Kentucky Power.

Somewhat Weak Consolidated Financial Metrics: APUC's financial profile is supported by
stable and predictable earnings from LUCo's regulated utility operations and strong cash
flows from APCo's power generation business. However, Fitch forecasts APUC's FFO
leverage to be relatively high at around 5.6x in 2021 and then increase to slightly above
6.0xin 2022 due to the acquisition of Kentucky Power. Fitch's negative sensitivity for FFO
leverage is greater than 5.7x on a sustained basis. Fitch expects APUC's FFO leverage to
improve in 2023 and 2024 to around 5.7x and 5.5x, respectively, returning to levels
supportive of APUC's ratings, but remaining somewhat weak.

Page 2 of 15



Case No
AG's First Set of D

. 2021-00481
ata Requests

Dated January 13, 2022

ltem 8

JA_R_AG_1_08_Attachment_Fitch-APUC-LUCo_RAC_KPCo Acquisition_2021-10-28

Ownership of LUCo and APCo: APUC's ratings primarily reflect the company's ownership
of LUCo, which owns regulated utility businesses that account for a majority of APUC's
consolidated EBITDA. LUCo's diversified, low-risk electric, natural gas, water and
wastewater utility operations support a strong business risk profile. APUC's ratings also
reflect the company's ownership of APCo, an unregulated power generation company with
arelatively good business risk profile and robust cash flows.

Ownership Interest in Atlantica Sustainable Infrastructure: APUC's ratings also consider
the company's ownership interest in renewable energy yield company Atlantica
Sustainable Infrastructure plc (Atlantica; BB+/Stable). Abengoa-Algonquin Global Energy
Solutions (AAGES) owns 44.2% of Atlantica's common shares. APUC owns 100% of AAGES'
economic interest and voting rights in Atlantica through its ownership of AAGES' preferred
shares. AAGES represents a relatively small amount of APUC's consolidated EBITDA,
limiting the impact that any negative event at Atlantica could have on APUC's credit quality.

Short-Term IDR: APUC's Short-Term IDR is 'F2'. Based on Fitch's assessment of the
company's financial flexibility, it has assigned the higher (F2) of the two Short-Term IDR
options for APUC's rating profile. Fitch believes the company's liquidity is adequate enough
to cover near-term cash outflows. APUC has its own revolving credit facility (RCF) and
manageable near-term debt maturities. Any material weakening in financial flexibility,
financial structure or operating environment conditions could lead to the assignment of the
lower (F3) of the two Short-Term IDR options.

Parent/Subsidiary Linkage: Fitch uses a consolidated approach to determine APUC's
ratings and a bottom-up approach to determine the ratings of LUCo and APCo. The linkage
follows a weak parent/strong subsidiary approach for LUCo and a strong parent/weak
subsidiary approach for APCo. Fitch considers LUCo stronger than APUC due to the
utilities' low-risk regulated operations and APUC's exposure to the unregulated power
generation operations of APCo.

There is moderate linkage between APUC's and LUCo's Long-Term IDRs. The moderate
linkage is supported by separate financing through LUCo's financing affiliate company,
Liberty Utilities Finance GP1 (Liberty Finance), along with LUCo's strategic importance to
APUC, accounting for a majority of APUC's consolidated EBITDA. Fitch would not rate
APUC's Long-Term IDR higher than LUCo's; however, LUCo's Long-Term IDR could be up to
one notch higher than APUC's Long-Term IDR.

There is weak linkage between APUC's and APCo's Long-Term IDRs. The weak linkage is
supported by weaker strategic ties between APUC and APCo than between APUC and
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LUCo. Fitch would not rate APCo's Long-Term IDR higher than APUC's, although APUC's
Long-Term IDR could be up to two notches higher than APCo's.

LUCo

LUCo's 'BBB' Long-Term IDR primarily reflects the company's low-risk regulated electric,
natural gas, water and wastewater utility operations and adequate financial profile. Liberty
Utilities Finance GP1 (Liberty Finance) is a financing vehicle for LUCo. Liberty Finance's
senior unsecured notes are fully and unconditionally guaranteed by LUCo and rank pari
passu with LUCo's senior unsecured debt.

Acquisition of Kentucky Power: LUCo's acquisition of Kentucky Power would improve the
company's business risk profile by increasing LUCo's geographic and regulatory
diversification and reducing its exposure to Missouri. Fitch considers the regulatory
compact in Kentucky to be relatively constructive, aided by a variety of cost recovery
mechanisms. The acquisition would also provide LUCo with organic growth opportunities
in the form of replacing Kentucky Power's coal-fired generation facilities with renewable
energy. LUCo has a strong track record of having implemented such clean power
generation transitions, including with its Empire District utility operations in Missouri.

Despite these opportunities, LUCo would face some potential challenges in improving
Kentucky Power's operations. Fitch considers Kentucky Power's service territory to be
economically depressed due to a historical reliance on coal mining. Kentucky Power's credit
metrics have weakened significantly over the past couple years due to a large capex plan, a
rate freeze through January 2022 and effects of the coronavirus, all of which contributed
to alow earned ROE. Fitch expects Kentucky Power's financial metrics to improve in 2023
following the expiration in 2022 of the Rockport power purchase agreement and other
financial and operational changes LUCo may implement.

Diversified Portfolio of Utilities: LUCo benefits from its diversified portfolio of regulated
utility operations across 13 states. The company's integrated electric operations account
for 60% of net utility sales, natural gas distribution operations account for 26% of net utility
sales, and water and wastewater operations account for 14% of net utility sales. This asset
diversification mitigates the company's exposure to any regional or state-specific shocks
that could affect cash flows.

LUCo was built from several acquisitions, most significantly of The Empire District Electric
Company on Jan. 1,2017. Empire District accounts for roughly half of LUCo's EBITDA.
Fitch expects LUCo to remain acquisitive, primarily looking for smaller utility systems that
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could benefit from operational efficiencies. LUCo has a strong record of improving
performance at utilities it acquires.

Balanced Regulatory Environment: LUCo's overall regulatory environment is considered
balanced. In Missouri, LUCO's largest state of operations, legislation was signed on June 1,
2018 that allowed for revenue decoupling at all electric utilities effective Jan. 1, 2019. The
Missouri law allows electric utilities to opt out of revenue decoupling if they prefer to defer
for future recovery 85% of all new depreciation expense, with the resulting regulatory
asset balances subject to carrying charges at the utility's weighted average cost of capital
and amortized over 20 years once included in rates.

LUCo has effectively managed its operations to fully realize its average aggregate
authorized ROE. The company has maximized its returns by keeping O&M expenses low,
optimizing capital deployment and using cost-recovery riders to help limit its average
regulatory lag to six months. LUCo's efficient utility operations also enable it to have lower
customer rates than many peers. Fitch believes LUCo's balanced and improving regulatory
environment supports its solid business risk profile.

Adequate Financial Metrics: LUCo's financial profile is supported by stable and predictable
earnings from regulated utility operations. Fitch forecasts LUCo's FFO leverage to average
5.0x-5.3x, and total debt with equity credit/operating EBITDA to average 5.0x-5.4x,
through 2024. These metrics are adequate for LUCo's 'BBB' Long-Term IDR.

Short-Term IDR: LUCo's Short-Term IDR is 'F2'. Based on Fitch's assessment of the
company's financial flexibility, it has assigned the higher (F2) of the two Short-Term IDR
options for LUCo's rating profile. Fitch views the company's liquidity to be adequate to
cover near-term cash outflows. LUCo has its own revolving credit facility (RCF) and
manageable near-term debt maturities. Any material weakening in financial flexibility,
financial structure or operating environment conditions could lead to the assignment of the
lower (F3) of the two Short-Term IDR options.

DERIVATION SUMMARY

APUC's 'BBB' Long-Term IDR is appropriately positioned relative to peer parent holding
companies NextEra Energy, Inc. (A-/Stable) and AVANGRID, Inc. (BBB+/Negative). APUC's
proportion of consolidated EBITDA from regulated utility operations is 75%-80%, more
than NextEra (70%-75%) and AVANGRID (75%). Fitch forecasts APUC's consolidated FFO
leverage to approximate 5.5x-5.7xin 2021, increase to slightly more than 6.0x in 2022 due
to the acquisition of Kentucky Power, and then return to around 5.5x-5.7xin 2023 and
2024.
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Fitch expects NextEra's FFO leverage to be elevated in the near term before improving to
around 4.5x by 2023. Fitch expects AVANGRID's large capex plan and spending on
renewable projects to weaken leverage in the near term, with FFO leverage expected to
average over 6.5x through 2022 before improving to around 5.0x in 2023. APUC's weaker
sustainable leverage metrics and much smaller scale of operations support APUC's lower
relative rating compared with those of NextEra and AVANGRID.

LUCo benefits from significant geographic and regulatory diversification. LUCo consists of
electric, natural gas, and water and wastewater utility systems in 13 states. This portfolio
compares favorably with some larger single-state utilities from a diversification
perspective, although its larger peers may benefit more from efficiencies of scale. More
than half of LUCo's EBITDA is exposed to Missouri, which historically has had a somewhat
challenging regulatory environment, although it has become more balanced in recent years.

Southwestern Public Service Company (SPS; BBB/Stable) is an integrated electric utility
that operates in two states, Texas and New Mexico, with challenging regulatory
environments. SPS lacks the diversification of LUCo, but is a larger utility that also benefits
from being a subsidiary of Xcel Energy, Inc. (BBB+/Stable), a much larger and fully regulated
utility family. LUCo's financial metrics are slightly weaker than those of SPS. Fitch forecasts
LUCo's FFO leverage to average 5.0x-5.3x through 2024, compared with approximately
4.5x-4.6x for SPS.

KEY ASSUMPTIONS

Fitch's Key Assumptions Within Its Rating Case for the Issuer Include:

--Kentucky Power acquisition to close mid-2022 and be funded in a credit-supportive
manner that won't meaningfully increase leverage at APUC or LUCo;

--New York American Water acquisition to close in Q4 2021;

--Timely recovery of costs associated with LUCo's 600MW wind power investment in
Missouri and Kansas;

--Normal weather and renewable energy production.

RATING SENSITIVITIES
APUC
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Factors that could, individually or collectively, lead to a positive rating action/upgrade:

--APUC's ratings are capped by the ratings on LUCo; LUCo's Long-Term IDR would need to
be upgraded in order for APUC's Long-Term IDR to be upgraded;

--Consolidated FFO leverage expected to remain at less than 4.5x on a sustained basis.

Factors that could, individually or collectively, lead to a negative rating action/downgrade:

--Consolidated FFO leverage expected to exceed 5.7x on a sustained basis;

--An additional material increase to the ratio of parent-level debt to consolidated debt;

--A downgrade of LUCo's Long-Term IDR would result in a commensurate downgrade of
APUC's Long-Term IDR.

LUCo

Factors that could, individually or collectively, lead to a positive rating action/upgrade:

--FFO leverage expected to remain less than 4.5x on a sustained basis.

Factors that could, individually or collectively, lead to a negative rating action/downgrade:

--FFO leverage expected to exceed 5.7x on a sustained basis;

--Adverse regulatory decisions that result in less timely cost recovery or significantly
weaker financial metrics;

--A two-notch downgrade of APUC's Long-Term IDR would result in a downgrade of LUCo's
Long-Term IDR.

BEST/WORST CASE RATING SCENARIO

International scale credit ratings of Non-Financial Corporate issuers have a best-case
rating upgrade scenario (defined as the 99th percentile of rating transitions, measured in a
positive direction) of three notches over a three-year rating horizon; and a worst-case
rating downgrade scenario (defined as the 99th percentile of rating transitions, measured in
a negative direction) of four notches over three years. The complete span of best- and
worst-case scenario credit ratings for all rating categories ranges from 'AAA' to 'D'. Best-
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and worst-case scenario credit ratings are based on historical performance. For more
information about the methodology used to determine sector-specific best- and worst-case
scenario credit ratings, visit https://www.fitchratings.com/site/re/10111579.

LIQUIDITY AND DEBT STRUCTURE

Adequate Liquidity: Fitch considers the liquidity for APUC, LUCo and APCo to be adequate.

APUC has a $500 million senior unsecured RCF that matures July 12, 2024. APUC had no
borrowings and $3.8 million of LCs issued as of June 30, 2021, leaving $496.2 million of
unused availability under its RCF. APUC has a separate $50 million uncommitted bilateral
LC facility that had $15.3 million of LCs issued as of June 30, 2021.

APUC also has a $1 billion senior unsecured RCF that matures Dec. 31, 2021. This facility
provides additional liquidity for the company's 2021 capex program given the uncertainty
caused by the coronavirus pandemic. There were $3.0 million of borrowings outstanding as
of June 30, 2021.

LUCo primarily meets its short-term liquidity needs through the issuance of CP under its
$500 million CP program, which is backed by an equal-sized senior unsecured RCF. CP
borrowings would reduce availability under the RCF, which matures Feb. 23, 2023. LUCo
had $499.0 million of CP borrowings as of June 30, 2021.

LUCo also has a $600 million senior unsecured RCF that matures Dec. 31, 2021. This
facility provides additional liquidity for the company's 2021 capex program given the
uncertainty caused by the coronavirus pandemic. There were no amounts drawn on this
facility as of June 30, 2021.

Through the acquisition of Ascendant in the fourth quarter of 2020, APUC acquired a $75
million senior unsecured RCF (the BELCO RCF). As of June 30, 2021, the BELCO RCF had
$74.8 million drawn. The BELCO RCF was amended to extend the maturity to Dec. 31,
2021, and APUC expects to refinance the credit facility before maturity.

APCo's liquidity is primarily supported by a $500 million senior unsecured RCF that
matures Oct. 6, 2023. APCo had $247 million of borrowings and $52.1 million of LCs issued
as of June 30, 2021, leaving $200.9 million of availability under its RCF. APCo has a
separate $350 million LC facility that matures June 30, 2023. APCo had $204.8 million of
LCs issued under its LC facility as of June 30, 2021, leaving $145.2 million of availability.

Page 8 of 15


https://www.fitchratings.com/site/re/10111579
https://www.fitchratings.com/site/re/10111579

Case No. 2021-00481

AG's First Set of Data Requests

Dated January 13, 2022

ltem 8

JA_R_AG_1_08_Attachment_Fitch-APUC-LUCo_RAC_KPCo Acquisition_2021-10-28
Page 9 of 15

APUC's subsidiaries require modest cash on hand to fund their operations. APUC had
$203.5 million of unrestricted cash and cash equivalents as of June 30, 2021, of which
$67.3 million was at LUCo and $73.6 million was at APCo.

Long-term debt maturities over the next five years are manageable.
--APUC does not have any long-term parent-level debt maturing within the next five years.

--LUCo has $195 million of long-term debt maturing in 2022, $95 million in 2023, $70
million in 2024 and $30 million in 2025; these maturities include debt at Liberty Finance
and Liberty Utilities (America) Co. that are guaranteed by LUCo.

--APCo has $156.2 million of long-term debt maturing in 2022, $2.5 million in 2023, $2.7
million in 2024 and $2.9 million in 2025.

ISSUER PROFILE

APUC is a holding company that owns diversified international utility and power generation
operations through LUCo, APCo and its other subsidiaries and investments.

LUCo owns regulated natural gas, electric, water and wastewater utility systems that serve
more than 800,000 customer connections in 13 states in the U.S.

Liberty Utilities Finance GP1 is the financing entity for LUCo. All Liberty Finance debt is
guaranteed by LUCo.

SUMMARY OF FINANCIAL ADJUSTMENTS

Financial statement adjustments that depart materially from those contained in the
published financial statements of the relevant rated entity are disclosed below:

--APUC's junior subordinated notes are given 50% equity credit;

--APUC's preferred stock series A and D are given 50% equity credit.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER OF
RATING

The principal sources of information used in the analysis are described in the Applicable
Criteria.

ESG CONSIDERATIONS
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Unless otherwise disclosed in this section, the highest level of ESG credit relevance is a
score of '3". This means ESG issues are credit-neutral or have only a minimal credit impact
on the entity, either due to their nature or the way in which they are being managed by the
entity. For more information on Fitch's ESG Relevance Scores, visit
www.fitchratings.com/esg.

RATING ACTIONS
ENTITY/DEBT RATING PRIOR
Liberty Utilities
Finance GP1
@ senior LT BBB+ Affirmed BBB+
unsecured
Liberty Utilities LT BBB Rating Outlook Stable  Affirmed BBB Rating
Co. IDR Outlook
Stable
ST F2 Affirmed F2
IDR
@ senior ST F2 Affirmed F2
unsecured
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VIEW ADDITIONAL RATING DETAILS

FITCH RATINGS ANALYSTS

Kevin Beicke, CFA

Director

Primary Rating Analyst

+1212 9080618
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Fitch Ratings, Inc.

33 Whitehall Street New York, NY 10004

Ivana Ergovic
Director

Secondary Rating Analyst
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+1212 908 0354
ivana.ergovic@fitchratings.com

Shalini Mahajan, CFA

Managing Director

Committee Chairperson

+1212 9080351
shalini.mahajan@fitchratings.com

MEDIA CONTACTS

Sandro Scenga

New York

+1 212908 0278
sandro.scenga@thefitchgroup.com

Additional information is available on www.fitchratings.com

PARTICIPATION STATUS

The rated entity (and/or its agents) or, in the case of structured finance, one or more of the
transaction parties participated in the rating process except that the following issuer(s), if
any, did not participate in the rating process, or provide additional information, beyond the
issuer’s available public disclosure.

APPLICABLE CRITERIA

Parent and Subsidiary Linkage Rating Criteria (pub. 26 Aug 2020)
Corporate Hybrids Treatment and Notching Criteria (pub. 12 Nov 2020)

Corporates Recovery Ratings and Instrument Ratings Criteria (pub. 09 Apr 2021)
(including rating assumption sensitivity)

Corporate Rating Criteria (pub. 15 Oct 2021) (including rating assumption sensitivity)

APPLICABLE MODELS

Numbers in parentheses accompanying applicable model(s) contain hyperlinks to criteria
providing description of model(s).

Corporate Monitoring & Forecasting Model (COMFORT Model), v7.9.0 (1)
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