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
Regulatory Assets And Liabilities; (4) A
Securitization Financing Order; And (5) All Other
Required Approvals And Relief

Case No. 2023-00159

N N N N N N N

SECTION V

Exhibit 1: Jurisdictional Cost of Service



Ln
No.
(1a)
(1b)

()

()

3)

4)

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

Proposed Increase to Revenue Requirement

Proposed Increase DRR Rider - Year 1

Total Increase (Ln 2 +Ln 3)

Kentucky Power Company
Case No. 2023-00159
Test Year Ended March 31, 2023

Reference
Section V, Schedule 4, Cell C7

Section V, Schedule 1, Cell 147

« @ N
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SECTION V

Cumulative Percentage

Amount Increase
691,550,216
2,452,311
694,002,526
93,935,727 13.54%
- 13.54%

93,935,727 13.54%
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™

N =

IN

0 ~N O U

10
11

12

13

14

15

16
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20

21

KENTUCKY POWER COMPANY
FULLY ADJUSTED BASE CASE SUMMARY
TEST YEAR ENDED MARCH 31, 2023

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

®)

$502,666,638
36,027,813
36,603,926

$387,516,703
$102,854,473
$29,747,194
$2,850,536
$2,718,519

$12,750,804
($8,715,252)
$0

$45,575,399
8,606,634
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Section V - Application
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PROPOSED
CHANGE

)

$93,935,727

$515,989
0

0
4,677,059

18,635,963

SECTION V
SCHEDULE 1

ADJUSTED PSC
JURISDICTION

®)

$596,602,365
36,027,813
36,603,926

$388,032,692
102,854,473
29,747,194
7,527,595
2,718,519

31,386,767
(8,715,252)

$115,682,115
8,606,634

$1,793,487,856
6.93%

$1,812,539,575
6.93%

669,234,103

93,935,727



Line
No.
(1)

KENTUCKY POWER COMPANY
REVENUE REQUIREMENT
TEST YEAR ENDED MARCH 31, 2023

Description

2
Rate Base (Per Sch 1, L 16, Col 5)
Rate of Return (WP S-2, Pg 1, L 4, 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. 2023-00159
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SECTION V
SCHEDULE 2

Percent of
Incremental
Gross Revenues

@)

$1,793,487,856

$124,288,708

$54,182,033

$70,106,675

1.33989704



Line
No.
(1)

Description
2)

Long Term Debt
Short Term Debt
Common Equity

Total

1/ Schedule 3, Column 15, Lines 1, 2,3 & 4
2/ Per workpaper S-3, Pg 1, Ln 16, Col 14
3/ Per workpaper S-3, Pg 2, Ln 16

KENTUCKY POWER COMPANY
COST OF CAPITAL
TEST YEAR ENDED MARCH 31, 2023

Reapportioned
Kentucky Percentage
Jurisdictional of
Capital 1/ Total
3) 4)
$962,401,699 53.10%
$95,743,648 5.28%
$754,394,228 41.62%
$1,812,539,575 100.00%

4/ Per Recommendation of Company Witness Wiseman

KPSC Case No. 2023-00159
Section V - Application
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SECTION V
WORKPAPER S-2
PAGE 1 OF 3
Annual Weighted
Cost Average
Percentage Cost
Rate Percent
®) (6) = (4) X (5)
4.910% 2/ 2.61%
3.730% 3/ 0.20%
9.90% 4/ 4.12%
6.93%



Line
No.
(1)

KENTUCKY POWER COMPANY
COMPUTATION OF THE GROSS REVENUE
CONVERSION FACTOR
TEST YEAR ENDED MARCH 31, 2023

Description

)
Operating Revenues

Less: Uncollectible Accounts Expense 1/
KPSC Maintenance Fee

Income Before income Taxes

Less: State Income Taxes (L4 X 5.0065%) 2/

Income Before Federal Income Taxes
Less: Federal income Taxes (L6 X 21.00%)

Operating Income Percentage

Gross Revenue Conversion Factor (100% / L8)

1/ Per Workpaper S-2, Page 3, Col 5, Line 5

2/ State Income Tax Effective Rate Calculations

State Income Tax Rate - lllinois
Apportionment Factor

Effective lllinois State Income Tax Rate
State Income Tax Rate - KY
Apportionment Factor

Effective Kentucky State Income Tax Rate

State Income Tax Rate - Michigan
Apportionment Factor

Effective Michigan State Income Tax Rate

State Income Tax Rate - WV
Apportionment Factor

Effective West Virginia State Income Tax Rate

Total Effective State Income Tax Rate

5.0065%

21.00%

9.50%
0.0000%

5.00%
100.0000%

6.00%
0.0000%

6.50%
0.1000%
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SECTION V
WORKPAPER S-2
PAGE 2 OF 3

Percent of
Incremental
Gross Revenues

@)
100.00%

0.4000%
0.1493%

99.4507%

4.9790%

94.4717%
19.8391%

74.6326%

0.0000%

5.0000%

0.0000%

0.0065%
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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, 2023

Percent of

Line Electric Account-Net Electric

No. Description Revenues Charged Off Revenues
(1 ) ®3) (4) ®)

1 12 Months Ended 3/31/2021 $513,366,929 $1,142,647 0.22%
2 12 Months Ended 3/31/2022 $605,045,039 $3,545,167 0.59%
3 12 Months Ended 3/31/2023 $694,002,526 $2,550,995 0.37%
4 Total $1,812,414,494 $7,238,809 1.18%

5 Three Year Average $604,138,165 $2,412,936 0.40%
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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

Average Borrowings Outstanding During the Period
Interest Expense for the Twelve Months Ended 03/31/2023

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

KENTUCKY POWER COMPANY
SCHEDULE OF SHORT-TERM DEBT
TEST YEAR ENDED MARCH 31, 2023

Year

©)
2022
2022
2022
2022
2022
2022
2022
2022
2022
2023
2023

2023

KPSC Case No. 2023-00159
Section V - Application
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SECTION V
WORKPAPER S-3
PAGE 2 OF 3

Notes Payable
Outstanding at
End of Month

(4)
$111,166,080
$103,111,850
$140,777,683

$67,229,501
$40,321,938
$48,494,003
$61,189,593
$84,862,407
$94,427,543
$108,341,358
$99,287,776

$113,624,552



Line
No.
(1)

10
11
12
13
14

15

KENTUCKY POWER COMPANY
COAL STOCK ADJUSTMENT

MICTHELL PLANT

TEST YEAR ENDED MARCH 31, 2023

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. 2023-00159
Section V - Application

Exhibit 1
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SECTION V
WORKPAPER S-3
PAGE 3 OF 3
Average
Tons $/Ton Amount
@) (4) ®)
183,777 $132.52 $24,353,263
257,556 $55.75 $14,358,133
2,683
4,995
68
52
35
35
------------ 9 -3-9-0-5 $132.52 $12,443,862
174,825 $55.75 $9,746,074
(89,872) ($11,909,402)
(82,731) ($4,612,059)
T (172603) ($16,521,461)
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Section V - Application
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Exhibit 1

Section V - Application
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KPSC Case No. 2023-00159
SEQSRSHQ/H V - Application

SCHEDULE 6 Exhibit 1
Page 82 of 89
KENTUCKY POWER COMPANY
ELECTRIC OPERATION & MAINTENANCE EXPENSE
TEST YEAR ENDED MARCH 31, 2023
Total KPCo O&M
Acct Expense Per Total O&M A&G Excluding Restated
No. Expense Books Payroll Regulation Expense Demand Energy
Power Production Expenses
Steam Generation Expenses
500 Supervision & Engineering 5,717,096 3,478,107 1,629,731 7,346,827 7,346,827 PDAF
501 Fuel 95,948,483 2,628,242 1,231,511 97,179,994 97,179,994 EAF
5010005 Fuel Expense Deferred 10,086,012 - - 10,086,012 10,086,012 EAF
502 Steam Expense 5,662,988 1,597,832 748,694 6,411,682 2,179,972 4,231,710 PDAF/EAF
505 Electric Expense 94,884 102,018 47,802 142,686 48,513 94,172 PDAF/EAF
506 Misc Steam Power Expense 5,904,894 1,804,294 845,435 6,750,329 6,750,329 0 PDAF
507 Rents - - - - - 0 PDAF
Other Power Supply Expense 1,021,271 609,307 285,502 1,306,773 1,306,773 EAF
Total Steam Operation 124,435,627 10,219,799 4,788,675 129,224,302 16,325,640 112,898,661
Steam Generation Maintenance
510 Supervision & Engineering 1,615,370 1,425,055 667,736 2,283,106 2,283,106 PDAF
511 Maintenance of Structures 2,131,947 183,664 86,059 2,218,006 2,218,006 PDAF
512 Maintenance of Boiler Plant 13,808,554 2,002,263 938,197 14,746,751 5,013,895 9,732,855 PDAF/EAF
513 Maintenance of Electric Plant 4,686,151 1,141,172 534,717 5,220,868 5,220,868 PDAF
514 & 515 Maintenance of Miscellaneous Steam 1,230,364 436,561 204,559 1,434,923 1,434,923 PDAF
Total Steam Generation - Maintenance 23,472,386 5,188,716 2,431,268 25,903,654 16,170,798 9,732,855
Total Steam Power O & M 147,908,012 15,408,514 7,219,943 155,127,955 32,496,438 122,631,517
Transmission Owner PJM Revenue (86,296,748) - - (86,296,748) (86,296,748) SPECIFIC
565 Trans by Others 117,965 117,965 117,965 GP-TRANS
LSE OATT Charges - Retail Demand 5658456 122,288,879 122,288,879 122,288,879 SPECIFIC
LSE OATT Charges - Retail Energy 5658456 (144,929) (144,929) (144,929) SPECIFIC
Trans COS - Demand 6,537,711 3,562,296 1,669,179 8,206,890 8,206,890 GP-TRANS
Non-Jurisdictional (75,361) (75,361) Non-KY P.S.C. Juris
Transmission Expense 128,724,265 3,562,296 1,669,179 130,393,444 130,613,734 (144,929)
Regional Market Expenses 960,415 0 - 960,415 960,415 GP-TRANS
Distribution Operations Expense 7,805,598 3,859,801 1,808,581 9,614,179 7,805,598 GP-DIST
Distribution Maintenance Expense 35,881,083 6,326,385 2,964,344 38,845,427 35,881,083 GP-DIST
Customer Account Expense 8,412,291 2,909,803 1,363,442 9,775,733 8,412,291 CUST
Customer Services 1,446,713 191,820 89,881 1,536,594 1,446,713 CuUsT
Sales Expense 47,430 71 33 47,463 47,430 CUST
A & G Regulatory 2,677,891 244,706 114,662 2,792,553 2,677,891 SPECIFIC
A & G Other 15,230,064 8,938,170 (15,230,064) - Non-KY P.S.C. Juris
Total Operating & Maintenance Expense 262,797,013 41,441,566 1 262,797,014 134,044,844 122,486,588
A&G Allocators 0.523 0.477 1.000
Transmission Expense
Operations 2,660,956 1,246,840
Maintenance 901,340 422,339
3,562,295 1,669,179




KPSC Case No. 2023-00159
Section V - Application

Exhibit 1
SECTION V Page 83 of 89
SCHEDULE 7
KENTUCKY POWER COMPANY
ENERGY & CAPACITY CHARGES
TEST YEAR ENDED MARCH 31, 2023
Purchased Power Energy Capacity Total
Purchased $234,295,960 $48,791,584 $283,087,544
System Pool 0 868,680 $868,680
Total Purchased Power $234,295,960 $49,660,264 $283,956,224
Less:
System Sales / Resale 50,929,678 4,649,282 55,578,960
Exclude FERC RQ (4,487,356) (2,908,255) (7,395,611)
System Sales/Resale’s -
Associated Companies 0 0 0
Transmission Charges 0 0 0
System Sales Clause (1,515,012) 0 (1,515,012)
Total System Sales 44,927,311 1,741,027 46,668,337
Backup Energy 0 0 0
Total $189,368,650 $47,919,237 $237,287,887
EAF PDAF

Allocated 186,717,489 47,200,449 233,917,938

System Sales Adjusted 44,298,328 1,714,911
EAF PDAF
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LINE
NO.
(1)

10

11

12

13

14

15

15

KPCO JURISDICTIONAL ALLOCATION FACTORS

DESCRIPTION

(2)

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

PDAF/EAF

KENTUCKY POWER COMPANY
TEST YEAR ENDED MARCH 31, 2023

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 0.986
GP-TOT 0.986
NP 0.987
O&M 0.989
OML 0.991
OP-REV 0.991
SPECIFIC 1.000
CUST. 1.000
A&G 0.985
PDAF/EAF 0.986

KPSC Case No. 2023-00159

SECTION V
WORKPAPER
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

Schedules 9 and 10

Section V - Application
Exhibit 1
Page 87 of 89
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KPSC Case No. 2023-00159
Section V - Application

Exhibit 1
SECTION V
ADJUSTMENT W61 P@e 89 Of 89
WORKPAPER
Kentucky Power Company
Cash Working Capital
Test Year Ended March 31, 2023
w61
Adjusted Test Year Cash Working Avg. Daily Revenue Lag | Expense Lead Working Capital
Description Amount Prepayments Capital Amount Expense Days Days Net (Lead)/Lag Requirement
Line No. (a) (b) (c) (d) (e) ) @) (h) (i)

1 Fuel Expense 94,599,256 - 94,599,256 $ 259,176 51.49 (23.00) 2849 § 7,383,925
2
3 Purchased Power 244,724,183 - 244,724,183 670,477 51.49 (27.92) 23.57 15,803,148
4
5 Operation & Maintenance Expense 175,223,920 2,131,433 173,092,487 474,226 51.49 (58.44) (6.95) (3,295,871)
6
7

Payroll 26,836,561 - 26,836,561 73,525 51.49 (13.82) 37.67 2,769,680
8
9 Depreciation 102,854,473 - 102,854,473 281,793 - — — —
10
11 Federal Excise Taxes 5,698 - 5,698 16 51.49 (76.42) (24.93) (389)
12
13 Kentucky Sales and Use Tax - Energy Exemption

Annual Return 39,162 - 39,162 107 51.49 (59.42) (7.93) (851)
14
15 Local Street Lighting Fee 137,624 - 137,624 377 51.49 (207.23) (155.74) (58,722)
16
17 Property / Real Estate Tax 21,165,018 - 21,165,018 57,986 51.49 (264.85) (213.36) (12,371,968)
18
19 Federal Unemployment Taxes 13,073 13,073 36 51.49 -75.24 (23.75) (851)
20
21 State Unemployment Taxes - Kentucky 3,246 3,246 9 51.49 -75.21 (23.72) (211)
22
23 State Unemployment Taxes - West Virginia 19,254 19,254 53 51.49 -75.31 (23.82) (1,257)
24
25 Federal Income Taxes
26 Current 12,750,804 - 12,750,804 34,934 51.49 (37.88) 13.61 475,448
27 Deferred (8,715,252) - (8,715,252) (23,877) — — — —
28 Total FIT 4,035,552 - 4,035,552 475,448
29
30 State Income Taxes
31 Current 2,627,349 - 2,627,349 7,198 51.49 (37.88) 13.61 97,967.73
32 Deferred 223,187 - 223,187 611 - - - -
33 2,850,536 - 2,850,536 97,967.73
34
35 Interest on Long Term Debt 50,397,009 - 50,397,009 138,074 51.49 (82.05) (30.56) (4,219,541)
36
37 Return 73,891,700 - 73,891,700 202,443 — — — —
38
39 Subtotal $796,796,264 $2,131,433 $794,664,831 $6,580,509
40
41 Working Funds and Other $ 1,105,953
42
43 $ 7,686,462

Deferred SIT from Tax Schedule

Witness: H.M. Whitney
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