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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) CASE NO. 2025-00257
SERVICE; (2) APPROVAL OF TARIFFSAND )
RIDERS; (3) APPROVAL OF CERTAIN
REGULATORY AND ACCOUNTING

)
)
TREATMENTS; AND (4) ALL OTHER )
REQUIRED APPROVALS AND RELIEF )

DIRECT TESTIMONY OF RANDY A. FUTRAL
I. QUALIFICATIONS AND SUMMARY

Q. Please state your name and business address.
My name is Randy A. Futral. My business address is J. Kennedy and Associates, Inc.
(Kennedy and Associates), 570 Colonial Park Drive, Suite 305, Roswell, Georgia
30075.
What is your occupation and by whom are you employed?
I am a utility rate and planning consultant holding the position of Director of
Consulting with the firm of Kennedy and Associates.
Please describe your education and professional experience.
I earned a Bachelor of Business and Science degree in Business Administration with
an emphasis in Accounting from Mississippi State University. I have held various

positions in the field of accounting for a period of over 40 years, both as an employee
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and more recently as a consultant. My experience has been focused in the areas of
accounting, auditing, tax, budgeting, forecasting, financial reporting, and
management.

Since 2003, I have been a consultant with Kennedy and Associates, providing
services to state government agencies and large consumers of utility services in the
ratemaking, financial, tax, accounting, and management areas.

From 1997 to 2003, I served both as the Corporate Controller and Assistant
Controller of Telscape International, Inc., an international public company providing
telecommunication and high-end internet access services. My tenure with Telscape
included responsibilities in the areas of accounting, financial reporting, budgeting,
forecasting, banking, and management.

From 1988 to 1997, I was employed by Comcast Communications, Inc., then
the world’s third largest cable television provider, in a series of positions including
Regional Controller for their South Central regional office. My duties with Comcast
encompassed various accounting, tax, budgeting, forecasting, and managerial
functions.

From 1984 to 1988, I held various staff and senior level accounting positions
for both public accounting and private concerns focusing in the areas of accounting,
budgeting, tax, and financial reporting.

I have testified as an expert on ratemaking, accounting, finance, tax, and other
issues in proceedings before regulatory commissions at the federal and state levels on
numerous occasions. I have also acted as the lead expert in numerous proceedings

involving audits of Louisiana fuel adjustment clauses, environmental adjustment
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clauses, purchase gas adjustment clauses, energy efficiency rider filings, and formula
rate plan filings resulting in written reports that were ultimately approved by the
Louisiana Public Service Commission.

I previously testified before the Kentucky Public Service Commission
(Commission) as a witness in the last two Duke Energy Kentucky, Inc. (DEK) base
rate proceedings for its electric division in Case Nos. 2022-00372 and 2024-00354, in
a Water Service Corporation of Kentucky (Water Service Kentucky) base rate
proceeding in Case No. 2022-00147, in a Kentucky Power Company (KPC or
Company) fuel adjustment clause proceeding in Case No. 2022-00263, in a Licking
Valley Rural Electric Cooperative Corporation base rate proceeding in Case No. 2024-
00211, in an Atmos Energy Corporation (Atmos) base rate proceeding in Case No.
2024-00276, and in a South Kentucky Rural Electric Cooperative Corporation
(SKRECC) base rate proceeding in Case No. 2024-00402. I also filed Direct
Testimony in a Kenergy Corporation base rate proceeding in Case No. 2023-00276
and in a KPC purchased power adjustment tariff update proceeding in Case No. 2023-
00318, both of which were decided by the Commission in lieu of formal hearings.
Finally, I filed Direct Testimony in the pending Kentucky Utilities Company (KU)
and Louisville Gas and Electric Company (LG&E) base rate proceedings in Case Nos.
2025-00113 and 2025-00114, in the pending DEK gas division base rate proceeding
in Case No. 2025-00125, and in the pending East Kentucky Power Cooperative, Inc.
(EKPC) base rate proceeding in Case No. 2025-00208. I have also assisted counsel for
the Office of the Attorney General of the Commonwealth of Kentucky and Kentucky

Industrial Utilities Customers, as well as other Kennedy and Associates’ experts, in
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numerous other proceedings before the Commission, including base rate (electric, gas,
and water), fuel adjustment clause, and acquisition proceedings involving DEK, Water
Service Kentucky, KPC, Kentucky-American Water Company, Atmos, Columbia Gas
of Kentucky, Inc., KU, LG&E, Big Rivers Electric Corporation, Jackson Purchase
Energy Corporation, SKRECC, and EKPC.!

On whose behalf are you testifying?

I am providing testimony on behalf of the Office of the Attorney General of the
Commonwealth of Kentucky (AG) and Kentucky Industrial Utility Customers, Inc.
(KIUC). The AG and KIUC (AG-KIUC) have been active participants in all
significant KPC rate, planning, and certification proceedings for many years.

What is the purpose of your testimony?

The purpose of my testimony is to address and make recommendations on specific
issues that affect the base revenue requirement of KPC in this proceeding.

Please summarize your testimony.

First, I recommend that the Commission disallow the Company’s request to include
an additional $18 million to be spent after the end of the test year for the proposed
expansion of its trees outside the right-of-way (TOR) program. This represents an
increase to rate base and the related depreciation expense for projected capital
expenditures from June 1, 2025 through May 31, 2026, which is a full year after the
end of the Company’s historic test year ended May 31, 2025. The Company decided

to file its case using a historic test year and should not be allowed to cherry-pick the

"My qualifications are further detailed in Exhibit RAF-1.
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addition of this one program expansion with forecast expenditures well outside of the
historic test year.

Second, I recommend that the Commission disallow all incentive
compensation expense tied to financial performance metrics. Such expenses fall
clearly within the disallowance precedent and should be allocated to shareholders and
not recovered from customers.

Third, I recommend that the Commission remove all Supplemental Executive
Retirement Plan (SERP) expense included in the revenue requirement in keeping with
prior precedent and to prevent ratepayers from being held responsible for certain
highly compensated executives’ retirement benefits in addition to the benefits
otherwise available through the American Electric Power (AEP) pension and other
postretirement benefit plans.

Fourth, I recommend that the Commission follow established precedent and
remove the matching 401(k) retirement plan contributions expense for those
employees who also participated in a defined benefit pension plan.

Fifth, I recommend that the Commission correct the amount of property tax
expenses included in the revenue requirement that were calculated by the Company in
response to discovery.

Sixth, I recommend that the Commission treat the pension settlement
accounting expenses and applicable to AEPSC employees the same as KPC treated
identical costs for its own employees. The Company confirmed that this expense was
non-recurring in nature, and there is no reason to exclude the removal of known non-

recurring items from the revenue requirement. I recommend the deferral of 100% of
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the applicable expenses to a regulatory asset and the amortization of that regulatory
asset amount over twelve years.

Seventh, I recommend that the Commission follow its own established
precedent and disallow all dues paid to certain organizations that participate in
activities such as advertising, marketing, legislative policy research, regulatory policy
research, lobbying, and legislative advocacy.

Eighth, I recommend that the Commission correct an admitted filing error in
the short-term debt portion of the weighted cost of capital determination included in
the Company’s application.

IL. RATE BASE

Remove Projected Post-Test Year Capital Additions Associated with the

Requested Expansion of the Company’s TOR Program

Describe the Company’s request for recovery in conjunction with its proposed
TOR program expansion.

The Company included a proforma adjustment (W50-Rate Base & Capitalization) to
add $18.0 million in distribution capital plant-in-service to rate base and $0.585
million to depreciation expense for “known and measurable increases to expand the
Company’s TOR program.”? Details supporting the Company’s proposal can be found
in KPC witness Ross’s Direct Testimony Exhibit MR-4. Page 4 of 6 of that exhibit
shows that KPC projects capital expenditures for the TOR program of $9.291 million
from June 1, 2025 through December 31, 2025 and another $8.709 million from

January 1, 2026 through May 31, 2026. May 31, 2026 is a full year after the end of the

2 Direct Testimony of Michele Ross at 20-21.
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Company’s historic test year, which is the twelve months ended May 31, 2025, in this
proceeding.

Is the Company’s TOR program still considered a pilot program?

No. Company witness Ross describes the TOR pilot program that began as part of
KPC’s 2018 Vegetation Management Plan in order to address the outside of the right-
of-way trees.® She also states that, “Following the successful pilot program, the
Company expanded the TOR Program to additional circuits across all service districts
based on circuit performance.”* The Company already expanded its TOR program and
there has been no preclusion by the Commission to do so. The Commission has not
limited the amount that can be invested and capitalized to plant as part of the TOR
program. Absent the proposal to include all TOR program capital investment costs one
full year after the end of the historic test year, there is no requirement to request
authorization to invest more capital dollars in the program.

What has been the average capital investment spend for the TOR program
through the end of 2024?

KPC witness Ross presents the capital investment each year from 2017 through 2024
on Figure MR-4 on page 16 of her Direct Testimony. There was no investment in 2017
as the TOR pilot program started in 2018. The average annual capital investment for
the TOR program for the seven years 2018 through 2024 amounted to $7.210 million.
The base funding capital budget for 2025 included $6 million in additional capital

investments according to Ross Exhibit MR-4, page 4 of 6. The Company’s proposal

31d. at 19.
41d.



10

11

12

13

14

15

16

17

18

19

20

Randy A. Futral
Page 8

to add $18.0 million in capital investment after the end of the test year represents all
projected capital investments for the one-year period after the end of the test year, not
just the incremental amount above previous annual investment amounts.

Q. Did the Commission have concerns with select forecast capital expenditures in
the last rate case?

A. Yes. In Case No. 2023-00159, the Company proposed a Distribution Reliability Rider
(DRR) to request authorization and recovery for distribution expenditures including
an expansion of its TOR pilot program.® While the Commission applauded the early
success of the TOR pilot program in its Order in that proceeding, it ultimately denied
the Company’s request for the DRR.® The Commission suggested that the Company
could seek adjustments in rates using a forecasted test year in order to reflect projected
increases in capital spending on distribution projects.” The Company, however, chose
to file its application in this base rate proceeding using a historic test year.

Q. Did the Company propose a reduction to capital costs or operations and
maintenance (O&M) expenses in the test year due to the proposed expansion of
its TOR program?

A. No. Even though KPC witness Ross recognized that the reduction of “outages caused
by trees outside the right-of-way can lower capital and O&M costs across several
areas,”® the Company proposed no such cost reductions in the test year due to the

proposed expansion of its TOR program.

5 In Re Electronic Application of Kentucky Power Company for a General Adjustment of Its Rates for
Electric Service, etc., Case No. 2023-00159, Final Order dated January 19, 2024, pp. 72-78.

6 Id.

TId.

8 Direct Testimony of Michele Ross at 22.
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What is your recommendation?

I recommend that the Commission disallow the Company’s request to include capital
investment projected for June 1, 2025 through May 31, 2026 for the TOR program.
This amount does not represent just the incremental spending for that period of an
expansion in the TOR program. Instead, it represents all projected capital investment
for the one year after the end of the historic test year. The Company could have chosen
to file its application based on a projected test year but chose to file it based on a
historic test year. The Company’s proposal represents the cherry-picking of projected
dollars in one capital investment program without the reflection of the effects from all
other revenue requirement changes in a true forecast test year, including potential cost
savings.

What is the effect of your recommendation?

The effect is a reduction of $2.233 million in the claimed revenue requirement and
requested base rate increase. This amount includes a reduction of the return on the
proposed additional capital investment of $1.646 million, the reduction of depreciation
expense of $0.585 million, and the associated gross up for bad debt expense and PSC

fees.

III. OPERATING EXPENSES

Exclude Incentive Compensation Expense Tied to Financial Performance In

Accordance with Commission Precedent

Describe the Company’s request for recovery of incentive compensation expense

tied to AEP’s financial performance.
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The Company included $1.834 million in incentive compensation expense tied to
AEP’s financial performance, consisting of $0.967 million incurred pursuant to the
AEP Long Term Incentive (LTI) plan and $0.867 million incurred pursuant to the AEP
Annual Incentive Compensation Plan (ICP).’

Describe the AEP LTIP incentive compensation expense.

The AEP LTI plan was implemented to incentivize AEP executives and managers to
enhance shareholder value. If AEP executives and managers achieve or exceed the
LTI plan target metrics for total shareholder returns (TSR) and earnings per share
(EPS), they are rewarded with additional compensation.

The LTI plan incentive compensation consisted of performance share
incentives (PSIs) and restricted stock units (RSUs) during the test year. 93% of the
LTI plan PSI incentive compensation expense in the test year was due to achieving
AEP’s EPS and TSR target metrics, both of which are measures of AEP’s financial
performance.!® 7% of the LTI plan PSI incentive compensation expense in the test
year was due to achieving AEP’s strategic goals, which include a variety of non-
financial performance metrics.!! The LTI plan RSU incentive compensation is based
on the stock price of AEP at the grant date.'> The stock price, by definition, is a
measure of AEP’s financial performance. Positive EPS and TSR will tend to increase

the stock price for the stock awards for the grant recipients. In addition, dividend

° The calculations are detailed in the electronic workpapers filed coincident with AG-KIUC witness

Kollen’s testimony at worksheet tab Incentive Comp. Sources of data include application at Section V Exhibit
2 Adjustment WP 30, KPC’s responses to AG-KIUC 1-28, 1-29, and 1-31, and to KPSC Staff 2-85. I have
attached a copy of the narrative portions of these responses and the attachments as my Exhibit RAF-2.

10 Attachments 1 and 2 to KPC’s response to AG-KIUC 1-29. Refer to Exhibit RAF-2.

.

12 Attachment 3 to KPC’s response to AG-KIUC 1-25 at page 13 of 132 at Section 6.03 Option Price.
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payments are available to the recipients of the stock grants based on the financial
success of AEP.

Describe the AEP ICP incentive compensation expense.

The AEP ICP was implemented to reward employees for achieving or exceeding
targets for AEP’s EPS as well as certain operations and safety metrics, weighted just
over 30.5% to AEP’s EPS and just under 69.5% to the other target metrics based on a
blended rate during 2024 and 2025.3

Should the Commission include the AEP LTI plan and ICP incentive
compensation expense tied to AEP’s financial performance in the Company’s
revenue requirement?

No. [ recommend that these expenses be disallowed. The Commission historically has
disallowed and removed incentive compensation expenses from the revenue
requirement that were incurred to incentivize the achievement of shareholder goals as
measured by financial performance, not incurred to incentivize the achievement of
customer and safety goals. That is because the achievement of AEP LTI plan and ICP
target metrics tied to financial performance benefits shareholders to the detriment of
customers in rate proceedings such as this. Nearly all of the AEP LTI plan and just
over 30.5% of the AEP ICP expenses were incurred in the test year to achieve
shareholder goals and not incurred to achieve customer and/or other strategic and

societal goals, such as safety.

13KPC’s response to KPSC Staff 2-85 and AG-KIUC 1-28 Attachment 1. Refer to Exhibit RAF-2.
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In its Order in a recent Company base rate proceeding, the Commission

specifically disallowed incentive compensation expense incurred to achieve

shareholder goals. In its discussion related to the disallowance, the Commission stated:

The Commission disallows recovery costs for compensation tied to financial
objectives, such as earnings growth or earning per shares, because
shareholders, but not ratepayers, receive primary, if not exclusive, benefit from
financial objectives in the form of higher return on their investment. Such costs
are disallowed based upon Commission precedent that, unless a utility can
establish by substantial evidence that financial objectives benefit the utility’s
ratepayers, ratepayers should not pay for expenses that primarily benefit
shareholders. '

Likewise, in its Order in another Company base rate proceeding, the

Commission specifically disallowed incentive compensation expense tied to EPS or

other earnings measures. In its discussion related to the disallowance, the Commission

stated:

Incentive criteria based on a measure of EPS, with no measure of improvement
in areas such as service quality, call-center response, or other customer-focused
criteria are clearly shareholder oriented. As noted in Case No. 2013-00148, the
Commission has long held that ratepayers receive little, if any, benefit from
these types of incentive plans. It has been the Commission's practice to
disallow recovery of the cost of employee incentive plans that are tied to EPS
or other earnings measures and we find that Kentucky Power's argument to the
contrary does nothing to change this holding as it is unpersuasive. !>

KPC’s last base rate case, Case No. 2023-00159, was the subject of a

settlement between some of the parties. The settlement included the removal of

incentive compensation tied to financial performance from the revenue requirement.

The Commission’s Order from that proceeding described the Commission’s

14 In Re Electronic Application of Kentucky Power Company for a General Adjustment of Its Rates for

Electric Service, etc., Case No. 2020-00174, Final Order dated January 13, 2021, p. 14.

15 In Re Electronic Application of Kentucky Power Company for a General Adjustment of Its Rates for

Electric Service, etc., Case No. 2014-00396, Final Order dated June 22, 2015, p. 25.
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acceptance of many of the specific terms from the settlement, including the removal
of the incentive compensation tied to financial performance from the revenue
requirement. '®

The question for ratemaking purposes is not whether the incentive
compensation expense tied to financial performance metrics is reasonable, but whether
customers or shareholders should pay for the expense. The Commission historically
has allocated incentive compensation expenses incurred to incentivize the
achievement of financial performance metrics, such as EPS and TSR, to shareholders
and not to customers. Incentive compensation incurred to incentivize AEP financial
performance also provides eligible directors and officers a direct incentive to seek
greater and more frequent rate increases from customers in order to improve AEP’s
stock price. The greater the rate increases and revenues, the greater AEP’s stock price,
all else equal, and the greater the incentive compensation expense. There is an inherent
conflict between achieving lower rates for customers on the one hand and achieving
greater financial performance for shareholders and greater incentive compensation for
department directors and officers on the other hand. Thus, all financial performance
based incentive compensation expense should be allocated to shareholders, not to
customers.

In summary, the Company’s requests for recovery of LTI plan and ICP expense
tied to EPS and total shareholder return fall clearly within the disallowance precedent

and should be allocated to shareholders and not recovered from customers.

16 In Re Electronic Application of Kentucky Power Company for a General Adjustment of Its Rates for

Electric Service, etc., Case No. 2023-00159, Final Order dated January 19, 2024, p. 26.
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What is the effect of your recommendation?

The effect is a reduction of $1.842 million in the claimed revenue requirement and
requested base rate increase, including the removal of $1.834 million in incentive
compensation expense and the gross up for bad debt expense and PSC fees.

Exclude Supplemental Executive Retirement Plan (SERP) Expense In

Accordance with Commission Precedent

Describe the SERP expense included in the test year base revenue requirement.
The Company included $0.143 million in SERP expense for both the direct expense
incurred for its employees and the indirect expense incurred through affiliate charges
from AEP Service Corporation (AEPSC).!”

These expenses are incurred to provide certain highly compensated executives
retirement benefits in addition to the benefits otherwise available through the
American Electric Power pension and other postretirement benefit plans. These are
considered to be non-qualified plans because the additional compensation exceeds
deductible compensation limits set forth in the Internal Revenue Code.

Has the Commission previously disallowed SERP expense?
Yes. The Commission stated in Case No. 94-355:

The Attorney General's second adjustment would reduce expenses

by $41,789 for SERP costs directly incurred by Cincinnati Bell

because the Commission has previously removed from cost of

service the cost of plans when benefits for highly compensated

employees exceed the pension plan for all employees. Not
surprisingly, we find the adjustment should be accepted. '®

17KPC’s response to AG-KIUC 1-32. I have provided a copy of that response as my Exhibit RAF-3.
8 In Re Application of Cincinnati Bell Telephone Co., Case No. 94-355, p. 16. See also, In Re

Application of Louisville Gas & Electric Co., Case No. 90-158, Final Order dated Dec. 21, 1990, p. 27.
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The policy rationale for exclusion of SERP costs is the same as that cited by
the Commission more recently to deny recovery of 401(k) plan matching contributions
that a utility makes on behalf of employees who also participate in a defined benefit
plan.!” For example, in Case No. 2016-00169,?° the Commission stated: “The
Commission believes all employees should have a retirement benefit, but finds it
excessive and not reasonable that Cumberland Valley continues to contribute to both
a defined-benefit pension plan as well as a 401(k) plan for salaried employees.”?!

In this proceeding, the Company’s desire to recover SERP expenses from
customers, instead of shareholders, is in contradiction to the Commission’s prohibition
against recovery of excessive expenses incurred pursuant to multiple retirement plans.
The Commission’s existing policy of excluding expenses for multiple supplemental
retirement programs available to salaried employees is even more crucial in the context
of SERP, which is available exclusively to highly-compensated executives.

Did the Commission disallow SERP expense in Case No. 2020-00174?
Yes. In its Order in the case, the Commission stated:*?
In Case No. 2017-00179, Kentucky Power’s SERP expense was included in
the non-unanimous settlement revenue requirement. In deference to the
settlement, the Commission allowed recovery of the SERP expense. However,
the Commission typically disallows SERP costs when retirement plan
expenses offered exclusively to certain highly-compensated employees exceed
the cost of pension plans for all employees because, absent substantial evidence
to the contrary, retirement plans that benefit highly-compensated employees

without providing a benefit to ratepayers are the type of costs the Commission
finds should not be borne by ratepayers. (footnotes omitted).

19See, e.g., In Re Electronic Application of Louisville Gas & Elec. Co. for an Adjustment of Rates, etc.,

Case No. 2016-00371, Final Order dated June 22, 2017, pp. 16-17.

20 In Re Application of Cumberland Valley Electric, Inc. for a General Adjustment of Rates, Case No.

2016-00169, Final Order dated Feb. 6, 2017, p. 10.

21 1d. at 10.
22 In Re Electronic Application of Kentucky Power Company for a General Adjustment of Its Rates for

Electric Service, etc., Case No. 2020-00174, Final Order dated January 13, 2021, p. 16.
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Did the Commission provide justification on the disallowance of SERP expense
in its Order in Case No. 2023-00159?
Yes. As noted above, KPC’s last base rate case, Case No. 2023-00159, was the subject
of a settlement between the parties. The settlement included the removal of SERP
expense from the revenue requirement. The Commission’s Order from that proceeding
described the Commission’s acceptance of many of the specific terms from the
settlement, including the removal of the SERP expense from the revenue requirement.
It described the acceptance of the SERP settlement term to remove all such expense
as follows.??
The Commission finds that the adjustment in the Settlement should be accepted
because, as noted above, Commission precedent supports the exclusion of the
SERP expense. The Commission reiterates that retirement plans that benefit

highly compensated employees without providing a benefit to ratepayers are
the type of costs the Commission finds should not be borne by ratepayers.

What is your recommendation?

I recommend that the Commission disallow SERP expense for the reasons that it has
cited in prior Orders.

What is the effect of your recommendation?

The effect is a reduction of $0.144 million in the claimed revenue requirement and
requested base rate increase, including the removal of SERP expense of $0.143 million
and the gross up for bad debt expense and PSC fees.

Reduce Emplovee Retirement Benefits Expense to Reflect Commission Precedent

2 In Re Electronic Application of Kentucky Power Company for a General Adjustment of Its Rates for

Electric Service, etc., Case No. 2023-00153, Final Order dated January 19, 2024, p. 28.
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Q. Describe the disallowance of certain retirement benefits expense by the
Commission in Case Nos. 2016-00169, 2016-00370, and 2016-00371.

A. In those Orders, the Commission disallowed certain retirement plan expenses for those

employees who participated in both a defined benefit pension plan and received
matching contributions pursuant a 401(k) retirement plan.>*

Q. Did the Commission disallow similar costs in a previous KPC rate case, Case No.
2020-00174?

A. Yes. The Commission made the following statements in its Order in that case:?’

In Case No. 2017-00179 and in this proceeding, Kentucky Power testified that
the contributions to the 401(k) and cash balance formula pension were
designed so that, taken individually, the contributions are less than would be
required to provide a market competitive retirement benefit, but, taken
together, are market competitive. However, the Commission finds that
Kentucky Power has not provided substantial evidence to support this
assertion. For this reason, the Commission has reduced jurisdictional 401(k)
savings plan expense by $1,684,045.

To support the quantification of the disallowance in that case, the Commission

t.26

relied upon the response to a post hearing data request.”” That response indicated in

part the following:
In accordance with this ‘swirl cone’ design, all employees who participate in

the 401(k) plan also participate in the cash balance pension formula and the
entire amount of 401(k) matching contributions shown in a. above was

24 In Re Application of Cumberland Valley Electric, Inc. for a General Adjustment of Rates, Case No.
2016-00169, Final Order dated Feb. 6, 2017, pp. 9-10. In Re Electronic Application of Kentucky Ultilities
Company. for an Adjustment of Rates, etc., Case No. 2016-00370, Final Order dated June 22, 2017, pp. 13-15.
In Re Electronic Application of Louisville Gas & Elec. Co. for an Adjustment of Rates, etc., Case No. 2016-
00371, Final Order dated June 22, 2017, pp. 16-17.

25 In Re Electronic Application of Kentucky Power Company for a General Adjustment of Its Rates for
Electric Service, etc., Case No. 2020-00174, Final Order dated January 13, 2021, pp. 17-18.

26K PC’s response to Post Hearing Data Request Staff PH_003 in Case No. 2020-00174. KPC
attached a copy of this response as an attachment to its response to AG-KIUC 2-11 in this proceeding. I have
attached a copy of the entire response to AG-KIUC 2-11 as my Exhibit RAF-4.
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provided for employees who also participated in the cash balance pension
formula.

The amount disallowed by the Commission in Case No. 2020-00174
represented 100% of the Company’s 401(k) match expense.
Did the Commission authorize a similar disallowance of all such 401(k) match
expense in its Order in KPC’s Case No. 2023-00153?
Yes. As noted above, this proceeding was the subject of a settlement between the
parties. The settlement included the removal of 100% of the 401(k) match expense
from the revenue requirement. The Commission’s Order from that proceeding
provided justification in agreement with the settlement term.?’
Does testimony filed in this case indicate that all employees still are eligible to
participate in the 401(k) plan as well as the Company’s pension plan?
For the most part, yes. However, there are some reported exceptions as of late. The
Company’s witness Carlin indicates that “nearly all” employees, both full and part-
time, are eligible to participate in both plans.?® The response to discovery indicates
that beginning August 2, 2023, “new employees are eligible to receive matching
401(k) contributions immediately upon hire, but they are not eligible to participate in
the Company’s defined benefit retirement (pension) plan until after one year of service
to the Company or other AEP subsidiary.”?® Thus, employees hired within one year
before the end of the test year were not eligible for the Company’s defined benefit plan

at the same time as matching 401(k) contributions were made on their behalf.

27 In Re Electronic Application of Kentucky Power Company for a General Adjustment of Its Rates for

Electric Service, etc., Case No. 2023-00153, Final Order dated January 19, 2024, pp. 28-29.

28 Direct Testimony of Andrew R. Carlin at 56, lines 12-16.
PKPC’s response to AG-KIUC 2-11. Refer to Exhibit RAF-4.
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Has the Company quantified the disallowance amount of retirement benefits
expense if the Commission applies the same methodology in this proceeding?
No, not exactly. When asked to provide the amount of 401(k) matching contributions
included in the test year associated with employees who also participated in the
Company’s defined benefit plan, KPC objected to the request as being ‘“vague,
undefined, and overly broad.” Instead of answering the question asked, the Company
responded that $1.934 million in 401(k) matching contributions were included in the
test year.° While the vast majority of this amount was expensed for employees who
also participated in the defined benefit pension plan, it is clear that not all was.

What is your recommendation?

I recommend that consistent with prior precedent, the Commission disallow the entire
amount of $1.934 million in 401(k) matching contributions that were included in the
test year unless and until the Company’s quantifies the expected small amount of such
contributions made to employees who were not eligible to participate in the defined
benefit pension plan at the same time during the test year. If and when the Company
provides that quantification, my recommended disallowance amount can be reduced.
What is the effect of your recommendation?

The effect is a reduction of $1.934 million in 401(k) matching contributions expense
and a reduction of $1.943 million to the claimed revenue requirement and requested
base rate increase after the gross up for bad debt expense and PSC fees.

Correct Property Tax Expense

Describe the property tax expense included in the claimed revenue requirement.

30KPC’s response to AG-KIUC 1-76. T have attached a copy of that response as my Exhibit RAF-5.
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The Company reflected $17.636 million in property tax expense in the claimed
revenue requirement.>! This amount includes a proforma adjustment of $4.263 million
to the actual jurisdictional per books real and personal property tax expense amount in
the test year, representing an increase of 31.9% over its test year per books amount
after removing expense associated with Mitchell FGD equipment recovered through
the ES. Table 1 below summarizes the Company’s calculation of the proforma real
and personal property tax expense starting with the per books total company expense
amount for the test year and ending with the proforma jurisdictional expense included

in the base revenue requirement.

Table 1
Section V Schedule 4 Line 482 Amount (§) % Increase
Total Company and Jurisdictional Per Books Real and Personal Property Taxes 13,561,919
Company's Proforma Adjustment - Remove FGD (W19) (188,833)
Jurisdictional Amount Before Proforma Adjusment 13,373,086
Company's Proforma Adjustment to Increase Expense (W42) 4,262,813
Total Proforma Test Year Expense 17,635,899 31.9%

What was the leading cause of the large percentage increase in the Company’s
property tax expense proforma adjustment?

The primary reason for the large increase in expense was due to the timing of large
2024 expense true-up adjustments that were recorded in December 2024. Expenses
were accrued high during each month in 2024 before final invoices for 2024 were
received. Negative adjustments in expense of nearly $7 million were posted on
December 19, 2024 in conjunction with the receipts of the actual property tax invoices

for the 2024 tax year from the Kentucky Department of Revenue. Based on that final

31 Application at Section V Exhibit 1, page 19 of 56, Schedule 4 at line 482.
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invoicing, the property tax expense amounts that began to be accrued in 2025 were
nearly half a million dollars less each month than what was being accrued for
Kentucky property taxes throughout 2024. The final amount of actual property tax
expense for calendar year 2024 for all Kentucky and West Virginia (KPC’s share of
Mitchell) was $17.801 million, which is much more consistent with total expense
amounts during the last several years. This amount included $0.189 million associated
with Mitchell FGD property tax expense recovered through the ES. Thus, while the
proforma increase in the test year expense is quite large, much of it is based on the

timing of the adjustments recorded in December 2024 and is not a cause of concern.

Describe the Company’s proforma adjustment W42 to annualize property tax
expense in more detail.

The Company’s proforma adjustment W42 to annualize property tax expense for the
test year describes the intention of annualizing property tax expense based on net
December 31, 2024 assessable property value and the latest actual property tax rates.
It compares the December 31, 2024 based property tax expense annualized amount of
$15.413 million to the actual property tax expense recorded during the test year,

excluding prior period true-ups recorded during the test year,>?

and applicable to
Kentucky assets of $11.150 million.** The net of these amounts equals the $4.263

million proforma increase in base rate property tax expense as noted above.** The

2 KPC’s responses to AG-KIUC 1-49, 1-50, and 1-51. I have attached copies of these responses as

my Exhibit RAF-6.

33 Application at Section V Exhibit 2 Adjustment W42,
M Id.
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Company failed to provide all or even sufficient workpapers in support its calculations
in response to Staff’s discovery request for all electronic schedules and workpapers.>

The Company provided more details for its calculations in response to AG-
KIUC discovery. The calculation of the $15.413 million annualized property tax
expense started with a pasted value annualized amount of $16.830 million for its
owned property before removal of ES applicable amounts.*® The determination of the
$16.830 million was provided in a separate discovery response and indicates that the
amount was derived as the total per books expense recorded during the twelve months
ended December 31, 2024.37 That response also indicates that the amounts were
broken down applicable to three states, Kentucky ($13,691,876), Michigan (-$10), and
West Virginia ($3,138,351).3® While this amount was applicable to the sum of test
year data for three states and not only Kentucky, the calculation of the $11.150 million
was applicable only to amounts associated with Kentucky.>’

The comparison of the data noted above was not a true apples-to-apples
comparison. The Company confirmed that it was not in response to discovery and
provided a corrected proforma W42 calculation that included comparisons of cost data

involving all three states.*” The Company also modified the methodology for its

33 KPC’s response to KPSC Staff 1-55.

36KPC’s response to AG-KIUC 1-44 and attachment named KPCO_R_AG_KIUC 1 44 Attachment
1 at tab Est. Tax Calc. I have attached a copy of the narrative portion of this response as well as applicable
worksheet tabs as my Exhibit RAF-7.

3TKPC’s response to AG-KIUC 1-46 and attachment named KPCO_R_AG_KIUC 1 46 Attachment
1 at tab Pivot Table. I have attached a copy of the narrative portion of this response as well as applicable
worksheet tabs as my Exhibit RAF-8.

38 Id. at cell row 8.

3 KPC’s response to AG-KIUC 1-44 and attachment named KPCO_R_AG_KIUC 1 44 Attachment
1 at tab Pivot. Refer to Exhibit RAF-7.

40KPC’s response to AG-KIUC 2-12 and attachment named KPCO_R_AG_KIUC 2 12_Attachment
1 at tab W42 Annualization of PropTax. I have attached a copy of the narrative portion of this response as well
as applicable worksheet tabs as my Exhibit RAF-9.
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comparison, which made the previous complex calculations much more
understandable. The modifications resulted in a reduction in the proforma adjustment
W42 from +$4.263 million to +$3.944 million, which amounts to a reduction in test
year expense of $0.319 million. I have reviewed the Company’s modified calculations
and they appear to be reasonable.

What is your recommendation?

I recommend that the property tax expense included in the test year be reduced to
reflect the Company’s corrected proforma adjustment W42,

What is the effect of your recommendation?

The effect is a reduction of $0.319 million in property tax expense and a reduction of
$0.320 million in the claimed revenue requirement and requested rate increase after
gross up for bad debt expense and PSC fees.

Defer Pension Settlement Accounting Expense for AEPSC Employvees and

Amortize Over 12 Years

Describe KPC’s request for recovery of pension settlement accounting expenses
of $1.689 million that were incurred in the test year.

KPC witness Ciborek described certain pension settlement accounting expenses of
$1.689 million recorded in pension benefits expense account 9260064 (Def AEPSC
Pension Settlement) as accelerated, atypical, and infrequent in nature.*! All of these
expenses were recorded in account 9260064 in the test year during December 2024

and January 2025.%? According to Mr. Ciborek, these expenses were the result of a

4! Direct Testimony of Brian C. Ciborek at 21-23.
42 KPC’s response to AG-KIUC 1-85 and the trial balance attached to KPC’s response to AG-KIUC 1-

14. I have attached a copy of the response to AG-KIUC 1-85 as my Exhibit RAF-10. I have not attached a
copy of the response to AG-KIUC 1-14 due to its voluminous nature.
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voluntary severance program designed to reduce the size of AEP’s workforce and
reduce O&M expense.* Many of the KPC employees who volunteered for this
program also took lump-sum payments from the AEP qualified pension plan in 2024,
triggering the pension settlement accounting entries.** These entries applied only to
KPC employees. KPC included two proforma adjustments related to these costs, W46
and W47. Proforma adjustment W46 reflects the deferral of 100% of the expenses
recorded in account 9260064, $1.689 million, to a regulatory asset. Proforma
adjustment W47 reflects the amortization of that regulatory asset amount over twelve
years, or $0.141 million. Thus, only $0.141 million is reflected as O&M expense in
the Company’s revenue requirement.

Do you have any disagreement with how the Company reflected in the test year
the KPC employee costs originally expensed to account 9260064?

No.

Did the Company also incur an identical type of expenses in a similar outside
services expense account?

Yes. The Company incurred a total of $1.070 million in an outside services expense
account, 9230064 (Def AEPSC Pension Settlement), during the same months of
December 2024 and January 2025.%° The Company did not propose an adjustment to
defer any of these expenses like it did associated with account 9260064. Likewise, it

did not propose an adjustment to reflect any portion of these expenses as non-

43 Direct Testimony of Brian C. Ciborek at 21-23.
“d.
4 KPC’s response to AG-KIUC 1-85 and the trial balance attached to KPC’s response to AG-KIUC 1-

14. Refer to Exhibit RAF-10.
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recurring. Discovery was issued to determine why the expenses in account 9230064
were incurred and why the Company did not propose any such proforma adjustments
related to these rather obvious one-time expenses.

The Company responded to that discovery explaining that the costs recorded
in account 9230064 represented the identical type of costs as described above for
account 9260064, but that these costs were associated with AEPSC employees that
took lump-sum payments from the AEP qualified pension plan in 2024.%¢ KPC stated
in the same response that this expense was non-recurring and that it typically makes
no proforma adjustments to costs that are allocated to it from AEPSC, so it made no
adjustment to treat this expense the same as it did for the identical type of costs
associated with KPC employees.*’

What is your recommendation?

I recommend that the Commission treat the pension settlement accounting expenses
of $1.070 million in account 9230064 and applicable to AEPSC employees the same
as KPC treated the identical type of costs for its own employees. The Company
confirmed that this expense was non-recurring in nature, and there is no reason to
exclude the removal of known non-recurring items from the revenue requirement. I
recommend the deferral of 100% of the expenses recorded in account 9230064, $1.070
million, to a regulatory asset and the amortization of that regulatory asset amount over
twelve years, or $0.089 million annually. Thus, only $0.089 million will be reflected

as O&M expense in the Company’s revenue requirement.

46 KPC’s response to AG-KIUC 2-10. I have attached a copy of this response as my Exhibit RAF-11.
1d.
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What is the effect of your recommendation?

The effect is a reduction of $0.981 million in outside services expense and a reduction
of $0.985 million in the claimed revenue requirement and requested rate increase after
gross up for bad debt expense and PSC fees.

Remove Edison Electric Institute (EEI) and Kentucky Chamber of Commerce

Dues

Describe KPC’s request for recovery of dues paid to EEI and the Kentucky
Chamber of Commerce in its application.

KPC included $0.093 million for EEI dues in the test year, after an adjustment to
remove $0.021 million in costs for lobbying.* It included $0.020 million for Kentucky
Chamber of Commerce Dues in the test year, after an adjustment to remove $0.005
million for lobbying activities.*” The percentage amounts attributable to lobbying were
noted on the invoices received from each organization. The Company identified these
two organizations to which they paid dues, and for which expenses were included in
the revenue requirement, that were known to engage in activities such as legislative
advocacy, regulatory advocacy, and public relations.>°

Have decisions been reached by the Commission in prior cases regarding

recovery for these kinds of dues payments?

48 Direct Testimony of John D. Cullop at 16. Also, refer to KPC’s response to AG-KIUC 1-3. I have

attached the narrative portion of this response as well as my Exhibit RAF-12. Refer to KPC Witness Cullop
Exhibit JDC-6 at 45-48 for copies of the invoices and allocation summaries for EEI and the Kentucky Chamber
of Commerce. The EEI invoice represents a combined billing to American Electric Power and the costs are
allocated to each of its participating affiliates, including KPC.

4 KPC’s response to AG-KIUC 1-3. Refer to Exhibit RAF-12.
O 1d.
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Yes. The Commission denied the recovery of any EEI dues paid by KU and LG&E in
Case Nos. 2020-00349 and 2020-00350, respectively.’! There were three specific
reasons cited by the Commission in each Order to justify the denials. To my
knowledge, no circumstances have changed related to EEI dues applicable to any
utility since those Orders.

Consistent with prior Orders, in its Order in Atmos Energy Corporation Case
No. 2021-00214, the Commission disallowed recovery for similar American Gas
Association (AGA) and Kentucky Chamber of Commerce dues, stating as follows: >

As noted in Case Nos. 2020-00350 and 2021-00183, Atmos Kentucky has the
burden of establishing that costs it seeks to recover in rates for dues paid to
associations like AGA do not include prohibited costs for lobbying and
political activity, including costs for legislative lobbying, regulatory advocacy,
and public relations. When asked by the Attorney General whether each
association for which dues were included in rates engaged in such activity,
Atmos Kentucky indicated that it “identified the AGA and Kentucky Chamber
of Commerce as organizations that engage, directly or indirectly, in one or
more of the listed activities,” without indicating whether or not others did.
Atmos Kentucky then estimated percentages of the dues related only to
lobbying for the AGA and Kentucky Chamber of Commerce without
identifying amounts paid for other prohibited costs. Thus, the Commission
finds that Atmos Kentucky has not met its burden of proof that the association
and social organization/social club dues are properly recoverable from
ratepayers and do not include expenses related to legislative advocacy,
regulatory advocacy, or public relations. The Commission will remove all such
dues, excluding the Southern Gas Association, because it has been specifically
approved in recent gas rate cases.

In a more recent case in Atmos Energy Corporation Case No. 2024-00276, for

which the Commission’s Order was issued just months ago, the Commission

31 Orders dated June 30, 2021 in Case No. 2020-00349 at 25-28 and in Case No. 2020-00350 at 27-31.
52 Order dated May 19, 2022 in Case No. 2021-00214 at 23-25.
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confirmed its stance on including these forms of dues in the revenue requirement,
stating as follows:>?
The Commission finds that dues expenses should be excluded from recovery.
Without knowing how the AGA or Chambers of Commerce determine the
percentage of dues attributable to lobbying noted on their invoices, the
Commission cannot find that these percentages are based on actual lobbying

spending. Furthermore, Atmos has not established that these expenses benefit
ratepayers.

Has KPC provided additional proof that the dues applicable to its memberships
in EEI and the Kentucky Chamber of Commerce are not used for legislative
advocacy, regulatory advocacy, and/or public relations in addition to the costs
already removed for lobbying?

No.

What is your recommendation?

I recommend that the EEI and Kentucky Chamber of Commerce dues in the test year
be removed in accordance with Commission precedent unless the Company can
provide the requisite affirmative proof. The Company has thus failed to establish that
this expense is fair, just, and reasonable. The Company has provided no evidence that
ratepayer-provided dues are not used for legislative advocacy, regulatory advocacy,
and/or public relations.

What is the effect of your recommendation?

The effect is a reduction of $0.113 million in dues expense and in the claimed revenue

requirement and requested base rate increase.

IV.  SHORT-TERM DEBT RATE ERROR

33 Order dated August 11, 2025 in Case No. 2024-00276 at 26-27.
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Did the Company’s calculation of the weighted cost of capital contain an error
involving the short-term debt rate?

Yes. The amount of short-term debt capital used in the weighted cost of capital
determination was set by the Company as zero dollars.>* Likewise, the average
weighted cost of capital percentage applicable to short-term debt was reflected as zero
percent on the hard copy version of the cost of capital determination.> This resulted
in an overall weighted cost of capital of 7.5740%.°¢ However, the actual cell formula
in the Company’s determination contained not only a formula but also the addition of
a value of 0.0004. This addition caused the overall as-filed weighted cost of capital to
be 7.5740% instead of the correct 7.57%. When asked about the addition of this
unexplained value in discovery, KPC responded that the value addition of 0.0004 was
an inadvertent error and that the correct weighted cost of capital should be 7.57%.°’
The Company further quantified the impact of the error as a reduction of $0.099
million to the as-filed revenue requirement amount.>® The Company did not provide a
copy of its calculation for verification purposes.

Do you agree with KPC’s quantification of the impacts of this error?

No. The Company appears to have overstated the revenue requirement impact of
correcting this error. Instead of the $0.099 million quantified by the Company, the

impact should only be $0.075 million.>® It appears that the Company grossed up the

3 Application at Section V Exhibit 1, page 4 of 56.

SId.

6 1d.

STKPC’s response to AG-KIUC 1-16. I have attached a copy of that response as my Exhibit RAF-13.
8 1d.

%9 My calculations are included in the AG-KIUC’s electronic revenue requirement model attached to

the Direct Testimony of AG-KIUC witness Kollen at worksheet tab COC.
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impacts of this error correction not only for the impact of bad debt and PSC assessment
fees, but also for income taxes. There is no income tax gross up on the debt return. The
revenue recovered for the debt return is exactly offset by the underlying interest
expense deduction in the calculation of taxable income and income tax expense,
resulting in no income tax expense applicable to the revenue recovery and thus, no
need to gross up the debt return for income taxes. The revenue recovered for the equity
return is different in that there is no equity return deduction in the calculation of taxable
income and income tax expense, meaning that the revenue requirement must include
an addition for the income tax expense.

What is your recommendation?

I recommend that the Commission correct the filing error in the short-term debt portion
of the weighted cost of capital determination and reduce the claimed revenue
requirement and requested base rate increase by $0.075 million.

Does this complete your testimony?

Yes.
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Kentucky Power Company
KPSC Case No. 2025-00257
AG-KIUC's First Set of Data Requests
Dated September 29, 2025

DATA REQUEST

AG_KIUC Provide the amount of incentive compensation expense pursuant to the
129 LTI plan included in the test year revenue requirement for each target
a metric used for this plan during the test year. Separately provide the costs
incurred directly by the Company and the costs incurred through AEPSC
affiliate charges and Wheeling Power Company, the operator of the
Mitchell plant. In addition, provide these amounts by FERC O&M and/or
A&G expense account.

RESPONSE

See KPCO_ R AG KIUC 1 29 Attachment] for the Kentucky Power direct costs and its
portion of the costs related to the Mitchell facility for the long-term incentive Performance
Share Incentive expense included in the test year revenue requirement by FERC account
and PSI plan target matric.

Please refer to KPCO_R_AG KIUC 1 29 Attachment2 for AEPSC PSI expense by
target metric included in the test year revenue requirement. Note that the share of
AEPSC billings to the Company are not reflective of any subsequent billing of charges to
or from the Co-Owner of Mitchell Plant.

Witness: Brian C. Ciborek



Kentucky Power Company including billings for Mitchell facility
LTIP - PSI Expense by Target Metrics

Test Year ended May 2025

LTIP - PSI Expense in Test Year by Target Metric

FERC account

AEP Operating Earnings

AEP Relative Total
Shareholder Return vs.

per Share Comparator Group AEP Strategic Goal Total

5000 778 669 109 1,556
5010 2,640 2,270 370 5,279
5020 1,390 1,195 195 2,780
5050 51 44 7 102
5060 1,182 1,016 165 2,363
5100 918 790 129 1,837
5110 94 81 13 188
5120 1,562 1,343 219 3,124
5130 651 560 91 1,302
5140 136 117 19 272
5390 p 4 i 0 2
5710 18 16 3 36
5800 917 789 128 1,834
5830 2,787 2,397 390 5,575
5840 2 2 0 5
5850 10 9 1 20
5860 4,617 3,971 646 9,234
5870 572 492 80 1,144
5880 9,137 7,858 1,279 18,274
5900 143 123 20 286
5920 2 1 0 3
5930 36,259 31,182 5,076 72,517
5940 32 28 4 64
5950 13 12 2 27
5960 11 9 2 22
5970 166 143 23 332
5980 1 1 0 1
9020 875 753 123 1,751
9030 2,445 2,103 342 4,891
9070 65 56 9 130
9080 1,001 861 140 2,002
9200 12,287 10,567 1,720 24,574
9280 564 485 79 1,128
9302 40 34 6 79
9350 1,038 893 145 2,077

82,406 70,869 11,537 164,812




AEPSC Billings to Kentucky Power

LTIP - PSI Expense by Target Metrics

Test Year ended May 2025

KPSC Case No. 2025-00257

KIUC and Attorney General's First Set of Data Requests Dated September 29, 2025

LTIP - PSI Expense in Test Year by Target Metric

AEP Relative Total

AEP Operating  Shareholder Return vs.  AEP Strategic

FERC account | Earnings per Share ~ Comparator Group Goal Total of Metrics
5000 5,420 4,661 759 10,839
5010 1,663 1,430 233 3,326
5020 6 5 1 11
5060 1,106 952 155 2,213
5100 46 40 6 92
5110 21 18 3 42
5120 239 206 33 478
5130 652 561 91 1,305
5140 10 8 1 19
5280 4 4 1 8
5460 1 0 0 1
5560 839 722 117 1,678
5570 3,074 2,644 430 6,148
5581 14 12 2 29
5600 9,664 8,311 1,353 19,328
5612 1,103 948 154 2,206
5615 218 188 31 437
5620 484 416 68 968
5630 15 13 2 30
5660 4,708 4,049 659 9,417
5680 126 109 18 253
5690 43 37 6 87
5691 11 10 2 22
5692 98 84 14 196
5700 1,269 1,091 178 2,538
5710 2,148 1,848 301 4,297
5730 15 13 2 30
5800 3,304 2,842 463 6,608
5820 1,000 860 140 2,000
5840 442 380 62 884
5860 293 252 41 586
5870 5 4 1 10
5880 2,287 1,966 320 4,573
5900 417 358 58 833
5910 51 44 7 102
5920 1,042 896 146 2,083
5930 515 443 72 1,031
5970 14 12 2 29
9010 44 38 6 88
9020 72 62 10 145
9030 6,345 5,456 888 12,689
9050 28 24 4 57
9070 102 88 14 205
9080 24 21 3 48
9100 2 1 0 3
9120 5 4 1 10
9200 129,226 111,134 18,092 258,451
9220 0 0 0 0
9230 27 24 4 55
9260 2 1 0 3
9280 11,829 10,173 1,656 23,658
9302 2,855 2,455 400 5,710
9350 1,749 1,504 245 3,498
Grand Total 194,678 167,423 27,255 389,355

Item No. 29
Attachment 2
lof1



Kentucky Power Company
KPSC Case No. 2025-00257
AG-KIUC's First Set of Data Requests
Dated September 29, 2025

DATA REQUEST

AG_KIUC Provide separately the expense related to the performance shares and to
1 31 Restricted Stock Units (RSU) for Kentucky Power employees included in
a the test year by FERC account. Be sure to include amounts charged by
AEPSC to Kentucky Power and charged by Wheeling Power Company to
Kentucky Power as the operator of the Mitchell plant.

RESPONSE

Please refer to Company response to AG-KIUC 1_29 for Company PSI (performance
share) in the test year by FERC account. Please see
KPCO R _AG KIUC 1 31 Attachmentl for Company RSU expense in the test year by

FERC Account.

Please refer to Company response to AG-KIUC 1_29 for AEPSC PSI (performance
share) billed to Kentucky Power in the test year by FERC account. Please see

KPCO R_AG KIUC 1 31 Attachment2 for AEPSC RSU expense billed to Kentucky
Power in the test year by FERC Account.

Witness: Brian C. Ciborek



KPCO LTIP Dollars for Restricted Stock Plan
By FERC Account
June 2024 through May 2025

Total Restricted

Account Type FERC Non-Mitchell Mitchell Stock Units
Cost of Service 5000 278 79 357
5010 - 1,408 1,408
5020 - 725 725
5050 - 28 28
5060 273 281 554
5100 71 418 489
5110 12 45 57
5120 18 730 748
5130 21 303 324
5140 1 54 55
5390 - -
5710 9 9
5800 445 445
5830 1,119 1,119
5840 - -
5850 - -
5860 1,944 1,944
5870 248 248
5880 5,234 5,234
5900 56 56
5920 - -
5930 19,851 19,851
5940 19 19
5950 - -
5960 2 2
5970 29 29
5980 - -
9020 428 428
9030 1,281 1,281
9070 36 36
9080 517 517
9200 6,458 2 6,461
9280 305 305
9302 5 5
9350 410 410
Cost of Service Total 39,071 4,073 43,144
Non-Cost of Sen 1070 33,119 91 33,210
1080 3,939 53 3,992
1520 - 786 786
1830 - -
1840 - -
1850 102 102
1860 2,699 2,699
4261 2 2
4264 48 1 49
4265 3 3
Non-Cost of Service Total 39,913 931 40,844
Grand Total 83,988




AEPSC Billings to Kentucky Power
Restricted Stock Units (RSU)

Test Year ended May 2025

KPSC Case No. 2025-00257

KIUC and Attorney General's First Set of Data Requests Dated September 29, 2025
Item No. 31

Attachment 2

lof1

Restricted Stock

Account Type FERC Units

Cost of Service 5000 4,215
5010 2,399
5020 1
5060 1,404
5100 38
5110 8
5120 164
5130 296
5140 9
5280 3
5460 0
5560 1,106
5570 5,108
5581 11
5600 9,893
5612 1,039
5615 194
5620 405
5630 10
5660 6,126
5680 157
5690 31
5691 12
5692 98
5700 1,230
5710 2,026
5730 11
5800 3,235
5820 1,014
5840 380
5860 278
5870 3
5880 2,528
5900 225
5910 41
5920 993
53830 574
5970 10
9010 50
9020 81
9030 7,040
9050 32
9070 67
9080 14
9100 1
9120 2
9200 321,826
9220 0
9230 23
9260 2
9280 18,046
9302 13,883
9350 2,059

Cost of Service Total 408,401

Non-Cost of Service 1070 80,874
1080 2,884
1520 54
1630 9,109
1830 8,029
1860 906
1880 101
4210 0
4264 7,653
4265 7,664

Non-Cost of Service Total 117,273

Grand Total 525,674



Kentucky Power Company
KPSC Case No. 2025-00257
Commission Staff's Second Set of Data Requests
Dated September 24, 2025

DATA REQUEST

KPSC 2 85 Refer to the Direct Testimony of Andrew Carlin (Carlin Direct
Testimony), pages 39 and 51. Confirm that no part of Kentucky Power’s
variable annual Incentive Compensation (STI) plan or Long-Term
Incentive Compensation (LTI) plan are tied to financial measures. If not
confirmed, provide the monetary amount that is associated with the STI
plan and the LTI plan tied to financial measures that Kentucky Power
included in the revenue requirement.

RESPONSE

Denied. A portion of the Company’s STI and LTI compensation is tied to financial
measures as described on pages 42-47 and page 51 of Company Witness Carlin’s Direct
Testimony.

The STI plan monetary amount that is tied to the Company’s financial measures is
approximately 30.57%, or $538,478, which is a blended rate for the 2024 and 2025
compensation plans for the test year. As discussed in the testimony of Company Witness
Carlin, in 2025 the Company changed the weighting of its KPIs such that the weight of the
financial measures were dramatically reduced in 2025. The LTI plan monetary amount that
is tied to the Company’s financial measures is approximately 93% of PSI, or $153,276.

Witness: Andrew R. Carlin



EXHIBIT RAF-3




Kentucky Power Company
KPSC Case No. 2025-00257
AG-KIUC's First Set of Data Requests
Dated September 29, 2025

DATA REQUEST
AG_KIUC
1.32 Provide the amount of Supplemental Executive Retirement Plan (SERP)

expense incurred in the test year and the amount included in the revenue
requirement. Provide the SERP expense directly incurred by Kentucky
Power Company and the SERP expense charged to the Company from
each other affiliate.

RESPONSE

Adjustment W26 at Section V, Exhibit 2, page 27 adjusts pension and other post-
retirement benefit costs (including SERP costs) for known changes from the test year,
and is attributable only to Kentucky Power employees. Please refer to
KPCO_R_AG KIUC 1 32 Attachmentl for the amount of SERP expense attributable
to Kentucky Power employees incurred in the test year (Line No. 12) and the amount
included in the revenue requirement (Line No. 6)

SERP expense charged to the Company by AEPSC during the test year ended May 31,
2025 and included in the revenue requirement was $134,163.

Witness: Brian C. Ciborek



Kentucky Power Company
Adjust SERP Expense to Proforma Level
For the Twelve Months Ended May 31, 2025

Line No.

DO WN -~

o N

11
12

13

14
15

Description
(a)
Expected SERP Costs (Actuarial Estimates)
Service Cost
Non-Service Cost

KPCo O&M% (FERC Form 1, pp. 354 & 355) (Service Only)
Expected SERP Expense

Test Year Period Per Books (Income) Expense:
Account 9260037 (Supplemental Pension)
Account 9260042 (SERP Pension - Non-Service)
Less Transfers:
KPCo O&M% (FERC Form 1, pp. 354 & 355) (Service Only)
Total Test Period Per Books

Change in SERP O&M expense

KYJurisdictional Factor - OML
KPSC Jurisdictional Adjustment to Increase O&M Expense for SERP Actuarial Estimates

Total
Company

(b)

$ 5,845

5,434

11,279
60.86%

8,991

17,213
4,783

(10,476)

11,520

$ (2,529

1.000

$ (2,529
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Kentucky Power Company
KPSC Case No. 2025-00257
AG-KIUC's Second Set of Data Requests
Dated October 23, 2025
Page 1 of 3

DATA REQUEST

AG_KIUC
2 11

RESPONSE

Refer to the response to AG-KIUC 1-76. Refer also to the Direct
Testimony of Andrew R. Carlin at 56 wherein he states the following:
AEP operates an overall benefits program in which nearly all full-time
employees and, at an increased cost, part-time employees are eligible to
participate. The benefits program includes medical, wellness, dental, sick
pay, long-term disability (“LTD”), life insurance, accidental death and
dismemberment, retirement pension, retirement savings (401k)[sic],
vacation and holiday benefits. Participation may extend to employee’s
families and retirees in some instances. Finally, refer to a portion of the
response to Staff’s Post-Hearing Data Requests No. 3 in Case No. 2020-
00174, which stated the following: The Company’s 401k[sic] and cash
balance formula pension contributions were designed together to provide
reasonable and market competitive benefits in total. Each of these
contributions is less than would be needed to provide market competitive
retirement benefits to participants using a single stand-alone benefit
formula. This is presumably a large part of the reason the Commission
allowed the Company to recover the cost of both types of plans in the
Company’s previous rate case. In accordance with this ‘swirl cone’
design, all employees who participate in the 401(k) plan also participate in
the cash balance pension formula and the entire amount of 401(k)
matching contributions shown in a. above was provided for employees
who also participated in the cash balance pension formula.

a. Confirm that all employees who are eligible to receive 401(k) matching
contributions are also eligible to participate in the Company’s defined
retirement pension plan. If not confirmed, explain why not.

b. Indicate whether the response to Staff’s Post-Hearing Data Requests
No. 3 in Case No. 2020-00174 still applies to the Company’s 401(k) and
pension contributions. If not, provide a similar description that better
describes the interactions between the two programs that is currently in
place.

The Company objects to this request to the extent it seeks information that is outside of the
test year period and, therefore, is not reasonably calculated to lead to the discovery of
relevant or admissible evidence. The Company further objects to the extent the request



Kentucky Power Company
KPSC Case No. 2025-00257
AG-KIUC's Second Set of Data Requests
Dated October 23, 2025
Page 2 of 3

mischaracterizes the information contained in the Direct Testimony of Company Witness
Carlin, certain referenced discovery responses in this case and Case No. 2020-00174. The
Company further objects as the request is based upon assumptions and speculation that
cannot be confirmed. The Company further objects because the request is argumentative.
Subject to and without waiving these objections, the Company states as follows:

a. Deny. New employees are eligible to receive matching 401k contributions
immediately upon hire, but they are not eligible to participate in the Company’s defined
benefit retirement (pension) plan until after one year of service to the Company or other
AEP subsidiary.

b. No, the response to Staff’s Post-Hearing Data Request No. 3 dated November 30, 2020
in Case No. 2020-00174, attached as KPCO_R_AG KIUC 2 11_Attachmentl, does not
still apply to the Company’s 401(k) and pension contributions in its entirety. This is
because, beginning with employees hired August 2, 2023, compensation for the
employee’s first year of service is not considered in determining their benefit under the
Company’s pension plan.

The Commission recognized the Company’s cash balance pension benefit was based on a
“defined contribution” formula, rather than a traditional final average pay formula, in its
January 18, 2018 Order in Case No. 2017-00179." In this Order, the Commission also
recognized that participation in the Company’s traditional final average pay pension
formula was frozen in 2000 and that benefits from this formula were frozen in 2010. It is
currently unlikely that pension benefits for any active employees will be determined
based on their frozen final average pay formula benefits.

The cash balance formula provides a contribution of 3% to 8.5% (depending on age and
years of service) of each participant’s eligible earnings after their first year of service to
an individual cash balance pension account that grows with interest. Participants who are
eligible for benefits from both pension formulas receive the larger of the two pension
benefits, not benefits from both formulas.

"' Order at 15, In the Matter of: Electronic Application Of Kentucky Power Company For (1) A General
Adjustment Of Its Rates For Electric Service; (2) An Order Approving Its 2017 Environmental Compliance
Plan; (3) An Order Approving Its Tariffs And Riders; (4) An Order Approving Accounting Practices To
Establish Regulatory Assets and Liabilities; And (5) An Order Granting All Other Required Approvals And
Relief, Case No. 2017-00179 (Ky. P.S.C. Jan. 18, 2018).



Kentucky Power Company
KPSC Case No. 2025-00257
AG-KIUC's Second Set of Data Requests
Dated October 23, 2025
Page 3 of 3

The Company meets both its cash balance and frozen final average pay pension
obligations with contributions to a pension trust. The Company, not the participant, bears
the investment and other risks associated with the trust and its pension obligations.
Therefore, both pension formulas are considered defined benefits under ERISA.

The Company’s 401k and cash balance formula pension contributions were designed
together to provide reasonable and market-competitive benefits in total. Each of these
contributions is less than would be needed to provide market-competitive retirement
benefits to participants using a single stand-alone benefit formula. In other words, this
design provides a “swirl cone” of the two types of retirement income benefits but does
not increase the total size of the cup or cone. This results in cost reasonable and market-
competitive retirement income benefits within a cost reasonable and market-competitive
overall benefit package within a cost-reasonable and market-competitive total rewards
package. This is presumably a large part of the reason the Commission allowed the
Company to recover the cost of both types of plans in Case No. 2017-00179.

New employees may participate upon hire and receive matching contributions under the
401k plan but do not begin accruing benefits in the cash balance pension plan until after
one year of Company or other AEP subsidiary service. Therefore, not all of the
employees who participate in the 401(k) plan also participate in the defined benefit
pension plan.

Witness: Andrew R. Carlin
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Kentucky Power Company
KPSC Case No. 2020-00174
Commission Staff's Post-Hearing Data Requests
Dated November 30, 2020
Page 1 of 2

DATA REQUEST

KPSC PH 003 Refer to the response to Commission Staff’s Fourth Request for
Information, Item 106.
a. Provide the amount of 401(k) matched contributions by Kentucky
Power during the test period.
b. Provide the amount of Kentucky Power’s defined benefit pension
expense for the test period.
c. Provide the amount of 401 (k) matched contributions Kentucky Power
provided during the test period for employees that participate in a defined
benefit pension plan.

RESPONSE
a. Please refer to KPCO_R_KPSC PH 3 Attachment! for the requested information

b. Please refer to KPCO_R_KPSC PH 3 Attachment2 for Kentucky Power Company’s
cash balance formula pension expense during the test year.

c. The Commission recognized the Company’s cash balance pension benefit was based
on a ‘defined contribution’ formula, rather than a traditional final average pay formula, in
its January 18, 2018 order in Case No. 2017-00179 !. The cash balance formula provides
a contribution of 3% to 8.5% (depending on age and years of service) of each
participant’s eligible earnings to an individual cash balance pension account that grows
with interest. In this order, the Commission also recognized that participation in the
Company’s traditional final average pay pension formula was frozen in 2000 and that
benefits from this formula were frozen in 2010. The Company meets both its cash
balance and frozen final average pay pension obligations with contributions to a pension
trust. The Company, not the participant, bears the investment and other risks associated
with the trust and its pension obligations and both pension formulas are considered to be
a defined benefits under ERISA.

The Company’s 401k and cash balance formula pension contributions were designed
together to provide reasonable and market competitive benefits in total. Each of these
contributions is less than would be needed to provide market competitive retirement
benefits to participants using a single stand-alone benefit formula. This is presumably a
large part of the reason the Commission allowed the Company to recover the cost of both
types of plans in the Company’s previous rate case. In accordance with this ‘swirl cone’
design, all employees who participate in the 401(k) plan also participate in the cash
balance pension formula and the entire amount of 401(k) matching contributions shown



KPSC Case No. 2025-00257

AG-KIUC's Second Set of Data Requests
Dated October 23, 2025

Iltem No. 11

Attachment 1

Page 2 of 4

Kentucky Power Company
KPSC Case No. 2020-00174
Commission Staff's Post-Hearing Data Requests
Dated November 30, 2020
Page 2 of 2

in a. above was provided for employees who also participated in the cash balance pension

formula.

! Order, Case No. 2017-00179, at 15 (Jan. 18, 2018).

Witness: Heather M. Whitney

Witness: Andrew R. Carlin
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401(k) Savings Plan Contribution Expense During Test Year Ended 3/31/2020

Line
No. Amount Description Reference
1 A 1,757,680 Expense per Books - Account 9260027 KPCO_R_KPSC_2_1_Attachment 1
2 B 0.985 A&G Kentucky Jurisdictional Allocation Factor Application Section V, Exhibit 1, Page 86 of 87, Line 15
3 AxB=C 1,731,315 Unadjusted Kentucky Jurisdictional Amount
4 D (57,469) Kentucky Jurisdictional Savings Plan Expense Adjustment Application, Section V, Exhibit 2, Adjustment W30 on Page 31 of 66, Line 10
5 C+D=E 1,673,846 Adjusted Kentucky Jurisdictional Amount




KPSC Case No. 2025-00257
AG-KIUC's Second Set of Data Requests
Dated October 23, 2025

Item No. 11
Attachment 1
Commission Staff's Post Hearing Data Requests page 4 of 4
Item No. 3b
Attachment 2
Cash Balance Formula Pension Expense
Test Year Ended 3/31/2020
| tineno. | [pescription 110- Dist | 117-Gen | 180 -Tran | | Total Reference
: 8 A 2020 Expected - Account 9260003 (Pension Plan - Service) 1,535,362 880,508 - 2,415,870 KPCO_R_KPSC_3_1_Attachment10_WhitneyWP1, Tab W21_PG_1_of_2
2 B 2020 Expected - Account 9260062 (Pension Plan - Non-Service) 462,944 (633,605) 96,459 (74,202) KPCO_R_KPSC_3_1_Attachment10_WhitneyWP1, TabW21_PG_1_of_2
3 { o 2020 Expected - Account 9260037 (Supplemental Pension - Service) 2,880 256 - 3,136 KPCO_R_KPSC_3_1_Attachment10_WhitneyWP1, Tab W21_PG_1_of_2
4 D 2020 Expected - Account 9260042 (SERP Pension - Non-Service) 4,093 166 - 4,259 KPCO_R_KPSC_3_1_Attachment10_WhitneyWP1, TabW21_PG_1_of_2
5 A+B+C+D=E 2020 Expected Cash Balance Formula Pension Cost (Actuarial Estimates) 2,005,279 247,326 96,459 2,349,064
6 F KPCo O&M% 58.71% 58.71% 58.71% 58.71% Application, Section V, Exhibit 2, Adjustment W21 on Page 22 of 66, Line 5
7 ((A+C)xF)+B+D=G 2020 Expected Cash Balance Formula Pension Exp (Actuarial ) 1,370,139 (116,342) 96,459 1,350,256
8 H KY Jurisdictional Factor - OML 0.990 Application, Section V, Exhibit 2, Adjustment W21 on Page 22 of 66, Line 19
9 GxH=1  Kentucky Jurisdictional Amount - Cash Balance Formula Pension Expense 3 Note
10
11
12 Note: As described in the Direct Testi y of C y Witness Whitney, the made one cost of service adjustment (Section V, Exhibit 2 W21), "for known changes from test year pension and OPEB costs related to both active and inactive

Company employees. This adjustment is based on 2020 forecasts, as provided by the Company’s actuaries, Willis, Towers and Watson, less actual costs for the test year ended March 31, 2020. After applying corresponding O&M and retail
allocation factors, the retail jurisdictional share of the cost of service decrease for pension and OPEB expense is $(8,840)." See "Reconciliation to W21" tab for a reconciliation that ties the test year Cash Balance Formula Pension Expense shown
above into the Company's cost of service adjustment at Section V, Exhibit 2 W21, which included both pension and OPEB expense/(benefit) for the test year ended March 31, 2020.
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Kentucky Power Company
KPSC Case No. 2025-00257
AG-KIUC's First Set of Data Requests
Dated September 29, 2025

DATA REQUEST
AG_KIUC  Provide the amount of 401 (k) matching contributions included in the test
1.76 year associated with employees who also participated in the Company’s
defined benefit plan.
RESPONSE

The Company objects to this request as vague, undefined, and overly broad. Subject to and
without waiving this objection, Kentucky Power states as follows. The amount of 401(k)
contributions included in the test year, inclusive of the Company’s 50% ownership of the
Mitchell Plant, equaled approximately $1,934,000.

Witness: Brian C. Ciborek
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Kentucky Power Company
KPSC Case No. 2025-00257
AG-KIUC's First Set of Data Requests
Dated September 29, 2025

DATA REQUEST

AG_KIUC Reference Section V Exhibit 2 adjustment W42 at line 2, which shows test
1 49 year total Company actual property tax expense of $11,150,129.

B Reference also Section V Schedule 4 at line 482, which shows test year
per books total Company real and personal property tax expense of
$13,561,919. Provide a reconciliation between these amounts and explain
all reasons why the amounts are different.

RESPONSE

The Company objects that this request to the extent it mischaracterizes the Company’s
filing; namely, Section V Exhibit 2 and Section V Schedule 4. The Company further
objects that the request seeks “reconciliation,” which is vague, undefined, and seeks a
narrative response. Subject to and without waiving these objections, Kentucky Power
states as follows. The $13,561,919 is the expense recorded on the books for the test year
ended May 31, 2025, for accounts 408100521, 408100522, 408100523, and 408100524.
The $11,150,129 excludes expenses recorded during the test year that relate to activity
outside of the test year.

The test-year expense includes an entry that was recorded in December 2024 which was
recorded to true-up the property tax expense accruals recorded monthly from January
through December 2024. The portion of the December 2024 adjustment that relates to the
true-up of the monthly expense accrual for the months of January through May 2024 is
excluded from the adjusted $11.15 million value. In addition to the accrual adjustment
recorded in December 2024, expenses were recorded during the test year related
to assessments received for tax years 2021, 2022, and 2023 to true-up the monthly
accruals recorded during calendar year 2024. The portion of these adjustments that
related to the accrual of expenses for January through May 2024 were excluded from the
$11.15 million value. Please see KPCO R AG KIUC 1 44 Attachmentl, for the
details on the $11,150,129.

Witness: David A. Hodgson
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