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NOTICE OF FILING 
 
 

Notice is given to all parties that the following materials have been filed into the 

record of this proceeding: 

- The digital video recording of the evidentiary hearing 
conducted on November 24, 2020 in this proceeding; 

 
- Certification of the accuracy and correctness of the digital 
video recording;  

 
- All exhibits introduced at the evidentiary hearing 
conducted on November 24, 2020 in this proceeding; 

 
- A written log listing, inter alia, the date and time of where 
each witness’ testimony begins and ends on the digital video 
recording of the evidentiary hearing conducted on November 
24, 2020. 

 
A copy of this Notice, the certification of the digital video record, and hearing log 

have been served upon all persons listed at the end of this Notice. Parties desiring to 

view the digital video recording of the hearing may do so at 

https://youtu.be/kjHYFaDrgLY.  

 

https://youtu.be/kjHYFaDrgLY


Parties wishing an annotated digital video recording may submit a written request 

by electronic mail to pscfilings@ky.gov. A minimal fee will be assessed for a copy of this 

recording. 

Done at Frankfort, Kentucky, this 8th day of March 2021. 

Linda C. Bridwell 
Executive Director 
Public Service Commission of Kentucky 

mailto:pscfilings@ky.gov
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CERTIFICATION 

I, Candace H. Sacre, hereby certify that: 

CASE NO. 
2020-00174 

The attached DVD contains a digital recording of the Formal Hearing conducted in 

the above-styled proceeding on November 24, 2020. The Formal Hearing Log, Exhibits, and 

Exhibit List are included with the recording on November 24, 2020; 

2. I am responsible for the preparation of the digital recording; 

3. The digital recording accurately and correctly depicts the Formal Hearing of 

November 24, 2020; and 

4. The Formal Hearing Log attached to this Certificate accurately and correctly states 

the events that occurred at the Formal Hearing of November 24, 2020, and the time at which each 

occurred. 

Signed this ~-~-~ day of February, 2021. 

l _~ 
Candace H. Sacre 
Administrative Specialist III 

Steph ie chweighardt 
Notary Public State at Large ID#: 614400 
Commission Expires: January 14, 2023 



Session Report - Detail 2020-00174 24Nov2020

Kentucky Power Company 
(Kentucky Power)

Date: Type: Location: Department:
11/24/2020 Public Hearing\Public 

Comments
Hearing Room 1 Hearing Room 1 (HR 1)

Witness: Alex E. Vaughan; Justin R. Barnes; Steven Baron; Richard Baudino; Benjamin D. Inskeep; Joshua D. Bills; Lane 
Kollen; Andrew McDonald; James Owen; Lisa V. Perry; James M. Van Nostrand
Judge: Kent Chandler; Talina Mathews; Michael Schmitt
Clerk: Candace Sacre

Event Time Log Event
9:04:16 AM Session Started
9:04:21 AM Chairman Schmitt

     Note: Sacre, Candace On the record.  All lawyers present? (Click on link for further 
comments.)

9:04:25 AM Camera Lock Deactivated
9:05:06 AM Chairman Schmitt

     Note: Sacre, Candace Procedural scheduling, data responses, briefs.(Click on link for 
further comments.)

9:07:46 AM Atty Blend Kentucky Power
     Note: Sacre, Candace Suggestion, recent Duke rate case, simultaneous briefs, reply.

9:08:04 AM Chairman Schmitt
     Note: Sacre, Candace May have, not like simultaneous brief. Brief, responsive briefs, reply 

brief.
9:08:41 AM Chairman Schmitt

     Note: Sacre, Candace Other things, finish with Vaughan, procedural. (Click on link for 
further comments.)

9:09:27 AM Chairman Schmitt
     Note: Sacre, Candace Mr. Fitzgerald conflict?

9:09:35 AM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace Manage case as needs managed, scheduling matter, both.

9:10:11 AM Chairman Schmitt
     Note: Sacre, Candace Anything else?  Finish today, if possible, or keep going.

9:10:38 AM Atty Grundman Walmart
     Note: Sacre, Candace Vinsel asked parties feedback cross, certain witnesses no one had 

cross, admit, save time?
9:11:01 AM Chairman Schmitt

     Note: Sacre, Candace No one cross your witness, counsel has cross exam Walmart 
witness, if no, excused? (Click on link for further comments.)

9:11:32 AM Chairman Schmitt
     Note: Sacre, Candace On today, one way or other.

9:11:41 AM Chairman Schmitt
     Note: Sacre, Candace Ms. Blend?

9:11:49 AM Chairman Schmitt
     Note: Sacre, Candace You may proceed.

9:11:53 AM Atty Blend Kentucky Power
     Note: Sacre, Candace Company Hearing Exhibit 2, page 11 of 25?

9:12:22 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Redirect Examination.  Recognize document?

9:12:29 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace What is it?
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9:12:56 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace AG and KIUC parties agreement?

9:13:03 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Page 14, Section III.1.B, read, provision relates $6.2 million annual 

additional revenue entitled collect capacity charge 2021-22?
9:13:30 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Page 15, Section III.F, read?
9:14:34 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Page 17, read Section VI?
9:15:22 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace $6.2 million pass-through exception to Section IV.4?
9:15:43 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace AG and KIUC agreed additional revenues capacity charge and 
ratemaking treatment in settlement?

9:16:17 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Appropriate parties argue against?

9:16:35 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Section II, Exhibit E, page 208, questions tariff EDR?

9:17:10 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Item 3, Availability of Service, 37-1, requirements of service, 

reading.  (Click on link for further comments.)
9:17:46 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Customer service tariff EDR test period provide statement?
9:17:55 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Kentucky Power included application customer service under tariff, 
statement KPC application approval tariff EDR 2018-00387?

9:18:17 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Commission approved agreement?

9:18:24 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Net metering customer satisfy Requirement 3 Availability of Service, 

marginal cost requirement?
9:19:25 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace EEI, discussion membership dues?
9:19:38 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Describe involvement AEP in EEI?
9:21:04 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace EEI member dues pay for NARUC, other activities provided?
9:21:33 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Fitzgerald, net metering, KRS 278.465?
9:21:43 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Bill credit tariff NMS 2 constitutes compensations?
9:21:53 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Have copy KRS 278.466?
9:21:59 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace First sentence 278.466, Section (3), reading, correct?  (Click on link 
for further comments.)

9:22:16 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace KRS 278.466, Section (4), read first sentence?

9:22:36 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Company proposing?

9:22:47 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Word "shall" mandatory or permissive?

9:22:55 AM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace Objection, (Click on link for further comments.)
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9:23:20 AM Atty Blend Kentucky Power
     Note: Sacre, Candace Opened line of redirect, (Click on link for further comments.)

9:23:49 AM Chairman Schmitt
     Note: Sacre, Candace Objection well taken, let answer.

9:24:26 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Word "shall" 278.466 mandatory or permission, nonlegal opinion?

9:24:45 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace This case, ratemaking process retail electric supplier?

9:25:02 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace General industry proceeding initiated by Commission constitute 

ratemaking process retail electric supplier?
9:25:33 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Familiar Commission docket last year Net Metering Act?
9:25:44 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Commission recognized determination avoided cost rates net 
metering done utility-specific basis?

9:26:00 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace VC winter heating customers, discussion?

9:26:07 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Company proposing benefit winter hearing customers?

9:27:04 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Winter heating declining block rate reduce customer bill, help?

9:27:31 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace VC discussed DSM programs available high-usage customers?

9:27:43 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Familiar Commission Jan 18 2018 Order 2017-00097?

9:27:52 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Summarize Commission directed DSM programs in Order?

9:28:22 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace When company expect capacity position next indicate additional 

generation serve load?
9:28:38 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace 2017-00097 Order, non-low-income DSM not permitted until 2023?
9:28:55 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Company Hearing Exhibit 3, page 85, Commission Order 2017-
00179, 85 of 122, page 6 stipulation, recognize?

9:29:45 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Read Section 3(f) stipulation?

9:30:30 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Exhibit 2 filed with stipulation 2017-00179, familiar with?

9:30:50 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Walk through how ROE calculated 2023 Rockport fixed cost savings 

credit?
9:31:30 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Numerator GAAP net income?
9:31:40 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Recall discussions VC earned ROE?
9:31:45 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Whether earned ROE calculated accordance GAAP/SEC rules?
9:32:04 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Expense items not included test year expense, included calculation 
earned ROE?
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9:32:28 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Revenues differed from test year level revenues included calculation 

ROE?
9:32:46 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Revenues below 2017 test year level, impacts included in ROE 
calculations?

9:33:19 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace VC asked recent storm deferral filing?

9:33:25 AM Atty Blend Kentucky Power - witness Vaughan
     Note: Sacre, Candace Authority regulatory asset just under $9.5 million incremental storm-

related expense?
9:33:40 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Impact earned ROE $9.5 million expense have?
9:33:57 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace $10 million expense represents 100 basis points earned ROE?
9:34:49 AM Atty Blend Kentucky Power - witness Vaughan

     Note: Sacre, Candace Expenses discussed VC not included in 2017 test year expense 
significant change earned ROE?

9:35:10 AM Atty Blend Kentucky Power
     Note: Sacre, Candace No further.

9:35:15 AM Chairman Schmitt
     Note: Sacre, Candace Step down, excused.

9:35:39 AM Chairman Schmitt
     Note: Sacre, Candace Last company witness?

9:35:45 AM Atty Blend Kentucky Power
     Note: Sacre, Candace He is. Exhibits to address, now?

9:35:57 AM Chairman Schmitt
     Note: Sacre, Candace Now be fine.

9:35:58 AM Atty Blend Kentucky Power
     Note: Sacre, Candace Prefiled Company Exhibit 8 as Company Hearing Exhibit 1, (Click on 

link for further comments.)
9:36:51 AM Chairman Schmitt

     Note: Sacre, Candace Hearing Exhibit 1/Record Exhibit 8? (Click on link for further 
comments.)

9:37:49 AM Atty Blend Kentucky Power
     Note: Sacre, Candace Move admission Company Hearing Exhibit 1/Record Exhibit 8.

9:38:00 AM Chairman Schmitt
     Note: Sacre, Candace Sustained.

9:38:01 AM COMPANY HEARING EXHIBIT 1 (RECORD EXHIBIT 8)
     Note: Sacre, Candace REVISIONS TO REVENUE REQUIREMENT TEST YEAR ENDED 

MARCH 31 2020
     Note: Sacre, Candace ATTY BLEND KENTUCKY POWER - WITNESS VAUGHAN

9:38:02 AM Atty Blend Kentucky Power
     Note: Sacre, Candace Move admission Company Hearing Exhibits 2 and 3.

9:38:08 AM Chairman Schmitt
     Note: Sacre, Candace Sustained.

9:38:09 AM COMPANY HEARING EXHIBIT 2
     Note: Sacre, Candace COMMISSION ORDER 2004-00420 DECEMBER 13 2004
     Note: Sacre, Candace ATTY BLEND KENTUCKY POWER - WITNESS VAUGHAN

9:38:10 AM COMPANY HEARING EXHIBIT 3
     Note: Sacre, Candace COMMISSION ORDER 2017-00179 JANUARY 18 2018
     Note: Sacre, Candace ATTY BLEND KENTUCKY POWER - WITNESSS VAUGHAN
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9:38:11 AM Atty Blend Kentucky Power
     Note: Sacre, Candace Move admission Company Hearing Exhibit 7, 2019 Project Statistics 

PJM May 12 2020.
9:38:36 AM COMPANY HEARING EXHIBIT 7

     Note: Sacre, Candace 2019 PROJECT STATISTICS PJM MAY 12 2020
     Note: Sacre, Candace ATTY BLEND KENTUCKY POWER - WITNESS VAUGHAN

9:38:37 AM Chairman Schmitt
     Note: Sacre, Candace Sustained.

9:38:43 AM Atty Blend Kentucky Power
     Note: Sacre, Candace Nothing further.

9:38:47 AM Chairman Schmitt
     Note: Sacre, Candace AG's Office, witnesses?

9:38:59 AM Asst Atty General West
     Note: Sacre, Candace Three witnesses, Mr. Kurtz first witness.

9:39:14 AM Chairman Schmitt
     Note: Sacre, Candace Mr. Kurtz?

9:39:17 AM Atty Kurtz KIUC
     Note: Sacre, Candace Lane Kollen.

9:39:21 AM Chairman Schmitt
     Note: Sacre, Candace Witness is sworn.

9:39:33 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Direct Examination.  Name, business address?

9:39:50 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace File direct testimony, exhibits, data responses?

9:39:58 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Same questions, answers same?

9:40:06 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Correction, additions?

9:42:54 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace All corrections?

9:43:02 AM Atty Kurtz KIUC
     Note: Sacre, Candace Tender witness.

9:43:04 AM Vice Chairman Chandler
     Note: Sacre, Candace Errata version reflecting changes?

9:43:25 AM Atty Kurtz KIUC
     Note: Sacre, Candace Make happen.

9:43:26 AM POST-HEARING DATA REQUEST
     Note: Sacre, Candace ATTY KURTZ KIUC - WITNESS KOLLEN
     Note: Sacre, Candace ERRATA SHEET DIRECT TESTIMONY, RESPONSES

9:43:38 AM Chairman Schmitt
     Note: Sacre, Candace Ms. Frederick?

9:43:47 AM Staff Atty Frederick PSC
     Note: Sacre, Candace Yes.

9:43:53 AM Staff Atty Frederick PSC - witness Kollen
     Note: Sacre, Candace Cross Examination.  Short-term debt coal purchases, how allocate 

Mitchell coal stock adjustment? 
9:46:29 AM Staff Atty Frederick PSC - witness Kollen

     Note: Sacre, Candace Suggest adjusting short-term debt balance represent short-term 
debt balances entire test year?

9:47:14 AM Staff Atty Frederick PSC - witness Kollen
     Note: Sacre, Candace Short-term debt balance adjusted proposed, allocate Mitchell 

proportionately?
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9:48:18 AM Staff Atty Frederick PSC - witness Kollen
     Note: Sacre, Candace Current interest rate, four percent appropriate proxy new debt June 

2021?
9:49:36 AM Staff Atty Frederick PSC

     Note: Sacre, Candace No further.
9:49:40 AM Chairman Schmitt

     Note: Sacre, Candace Ms. Grundman?
9:49:44 AM Atty Grundman Walmart

     Note: Sacre, Candace No.
9:49:47 AM Chairman Schmitt

     Note: Sacre, Candace Mr. Spenard?
9:49:50 AM Atty Spenard KYSEIA

     Note: Sacre, Candace No.
9:49:56 AM Chairman Schmitt

     Note: Sacre, Candace Mr. Miller?
9:50:00 AM Atty Miller Sierra Club

     Note: Sacre, Candace None.
9:50:03 AM Chairman Schmitt

     Note: Sacre, Candace Mr. Frye?
9:50:04 AM Atty Frye SWVA

     Note: Sacre, Candace No.
9:50:15 AM Chairman Schmitt

     Note: Sacre, Candace Vice Chairman Chandler?
9:50:21 AM Vice Chairman Chandler - witness Kollen

     Note: Sacre, Candace Examination.  Pension/OPEB prepayments, read Whitney rebuttal?
9:50:42 AM Vice Chairman Chandler - witness Kollen

     Note: Sacre, Candace Aware reference discusses Commission not include pension/OPEB, 
Commisson remove ADIT?

9:52:21 AM Vice Chairman Chandler - witness Kollen
     Note: Sacre, Candace Alternative one excluded ADIT offset excluded, no difference 

recommendation AG/KIUC and company?
9:53:41 AM Vice Chairman Chandler - witness Kollen

     Note: Sacre, Candace Sales Illinois and Michigan, salary expenses West Virginia, company 
allocated income tax expense, sales, 21 percent income tax expense 
West Virginia, agree or disagree?

9:55:18 AM Vice Chairman Chandler
     Note: Sacre, Candace All questions.

9:55:23 AM Chairman Schmitt
     Note: Sacre, Candace Dr. Mathews?

9:55:25 AM Commissioner Mathews
     Note: Sacre, Candace Not have any.

9:55:28 AM Chairman Schmitt
     Note: Sacre, Candace Mr. Overstreet?

9:55:32 AM Atty Overstreet Kentucky Power
     Note: Sacre, Candace Yes.

9:55:55 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Cross Examination.  Pages 54 - 58 testimony, recommend 

Commission terminate tariff CC capacity charge and rates?
9:56:48 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Recommend Commission terminate tariff CC and rate base 
established by tariff?

9:57:17 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Company Exhibit 2 Order Case No. 2004-00420, recognize?
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9:57:42 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Attached Appendix A, stipulation, agreement?

9:58:19 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Agree Order Dec 13 2004 approved stipulation, settlement 

agreement?
9:58:34 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Pg 12 Exhibit, pg 2 stipulation and settlement agreement, whereas 
clause?

10:00:04 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace True in whereas clause AG/KIUC recognized Commission directed 

Kentucky Power continue extensions Rockport 1 and 2?
10:00:37 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Whereas clause, scroll down, extension UPSA 195 mW Rockport 1 
and 195 mW Rockport 2, reading (Click on link for further 
comments.), clients agreed to?

10:01:29 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Agree next whereas the parties agree additional revenues called for 

under agreement, reading, (Click on link for further comments.)?
10:02:29 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Agree company making offer giving up $6.2 million year?
10:02:50 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Clients giving up nothing?
10:04:19 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace $6.2 million Kentucky Power giving up, your clients agreed tariff CC 
fair, just, reasonable rates?

10:05:53 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Nothing agreement makes exceptions $6.2 million fair, just, and 

reasonable, where says that?
10:07:01 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Pg 6,  Order, paragraph starts Commission previously serious 
concern, reading. (Click on link for further comments), see that?

10:08:01 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Believe Commission wrong characterization serious concern?

10:08:18 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Below it, excerpts portion Order Administrative Case 387?

10:08:36 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Quotation says, reading. (Click on link for further comments), 

understand AEP-KY be Kentucky Power?
10:09:19 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Think Commission when wrote Admin Case 387 mistaken?
10:09:50 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Pg 7, Order, reading. (Click on link for further comments), see that?
10:11:05 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Pg 6, Order, reading. (Click on link for further comments), 
understand that?

10:11:47 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Reading. (Click on link for further comments), understand 

Commission found that?
10:12:32 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Settlement agreement, AEP Generating Co party to settlement 
agreement?

10:12:46 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Not true amounts paid under tariff CC paid Kentucky Power, not 

AEP?
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10:13:50 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Amounts paid to Kentucky Power?

10:14:02 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Kentucky Power and AEP Generating separate?

10:14:09 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Public Service Commission regulate AEP Generating?

10:14:20 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Pgs 31 - 33 testimony, SERP, Supplemental Executive Retirement 

Plan?
10:15:06 AM Atty Overstreet Kentucky Power

     Note: Sacre, Candace 2017-00017, Company Hearing Exhibit 3?
10:15:30 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace As read testimony, cite four cases?
10:16:09 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Pg 16 Order, review this before filing testimony?
10:16:28 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace True Commission approved SERP expense last rate case?
10:17:37 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Relevant cite 30-year-old LG&E case?
10:17:56 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Kaiser's rebuttal, pg 12, line 12, reading. (Click on link for further 
comments), see that?

10:19:28 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Did not file study, evidence contrary?

10:19:43 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Not think relevant, notwithstanding Commission pointed to fact in 

2017 Order?
10:20:52 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Line 16, reading. (Click on link for further comments), introduce 
evidence contrary or have any today?

10:22:42 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Agree same formula used, qualified and nonqualified?

10:23:02 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Pg 13 testimony, discuss cash working capital?

10:23:51 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Commission decides use capitalization, cash working capital and lead 

lag study, Commission need not address, agree.
10:24:27 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Commission direct company perform lead lag study in connection 
calculation rate base?

10:24:52 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Pgs 34 - 36 testimony, discussed with Frederick?

10:25:25 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Pg 35 recommend, reading. (Click on link for further comments), 

correct?
10:27:13 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Agree blended state tax rate 5.845 percent used Kentucky Power 
based on stand alone, appropriate to use?

10:27:31 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Kentucky income tax rate applied calculated as if Kentucky Power 

stand alone?
10:27:55 AM Atty Overstreet Kentucky Power - witness Kollen

     Note: Sacre, Candace Disagree Kentucky Power pay income tax other states?
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10:28:43 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Agree Kentucky Power operations in West Virginia?

10:29:23 AM Atty Overstreet Kentucky Power - witness Kollen
     Note: Sacre, Candace Your belief, basis for recommendation?

10:30:19 AM Atty Overstreet Kentucky Power
     Note: Sacre, Candace No further.

10:30:22 AM Chairman Schmitt
     Note: Sacre, Candace Mr. Kurtz?

10:30:33 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Redirect Examination.  VC pension/OPEB rate base issue, recall?

10:30:42 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Highly unusual accounting treatment, what mean?

10:31:53 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Discussion VC, used phrase "misnomer?"

10:32:49 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace No actual cash outlay?

10:33:56 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Capacity charge discussion Overstreet, settlement agreement, 

Commission disallow $6.2 million, procedural terms, page 7, 
reference to that?

10:34:29 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Understanding settlement agreement envisioned Commisson 

disallow $6.2 million, Kentucky Power pull out terminate unit power 
agreement?

10:34:52 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Why company not do that?

10:35:44 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace SCR part of settlement EPA/Sierra Club brought by owner Unit 2, 

Wilmington Bank and Trust Company?
10:37:03 AM Atty Kurtz KIUC - witness Kollen

     Note: Sacre, Candace SCR, AG/KIUC position should be recovered rates over 10 years 
rather than three years?

10:37:59 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Kentucky Power made whole weighted average cost carrying 

charge?
10:39:12 AM Atty Kurtz KIUC - witness Kollen

     Note: Sacre, Candace Pg 58 testimony, capacity charge, effect of ROE AEP receive 33.81 
percent ROE?

10:39:48 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Calculate net present value capacity charge payments received 

over/above cost of service?
10:40:24 AM Atty Kurtz KIUC - witness Kollen

     Note: Sacre, Candace Commission independent obligation current rates reasonable 
regardless?

10:41:02 AM Atty Overstreet Kentucky Power
     Note: Sacre, Candace Objection. (Click on link for further comments.)

10:41:21 AM Chairman Schmitt
     Note: Sacre, Candace Continue, understand everybody's position.

10:41:49 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace State income tax, apportioned Kentucky Power, what mean?

10:42:35 AM Atty Kurtz KIUC - witness Kollen
     Note: Sacre, Candace Kentucky lowest state income tax, apportioned upward, operating 

companies states higher income tax apportioned downward?
10:43:05 AM Atty Kurtz KIUC

     Note: Sacre, Candace No further.
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10:43:08 AM Chairman Schmitt
     Note: Sacre, Candace May step down.

10:43:15 AM Chairman Schmitt
     Note: Sacre, Candace Recess five till 11.

10:43:45 AM Session Paused
10:59:23 AM Session Resumed
10:59:32 AM Chairman Schmitt

     Note: Sacre, Candace Back on record. 
10:59:42 AM Camera Lock Deactivated
11:00:12 AM Chairman Schmitt

     Note: Sacre, Candace Mr. West?
11:00:16 AM Asst Atty General West

     Note: Sacre, Candace Yes.
11:00:30 AM Chairman Schmitt

     Note: Sacre, Candace Witness is sworn.
11:00:43 AM Chairman Schmitt

     Note: Sacre, Candace Mr. West?
11:00:46 AM Asst Atty General West - witness Baudino

     Note: Sacre, Candace Direct Examination.  Name?
11:00:51 AM Asst Atty General West - witness Baudino

     Note: Sacre, Candace Business address?
11:01:03 AM Asst Atty General West - witness Baudino

     Note: Sacre, Candace Occupation?
11:01:09 AM Asst Atty General West - witness Baudino

     Note: Sacre, Candace Direct testimony filed?
11:01:15 AM Asst Atty General West - witness Baudino

     Note: Sacre, Candace Additions, corrections?
11:01:50 AM Asst Atty General West - witness Baudino

     Note: Sacre, Candace Sponsor responses data requests?
11:01:57 AM Asst Atty General West - witness Baudino

     Note: Sacre, Candace Same questions, answers same?
11:02:03 AM Asst Atty General West - witness Baudino

     Note: Sacre, Candace Adopt testimony?
11:02:11 AM Asst Atty General West

     Note: Sacre, Candace Available cross.
11:02:13 AM Chairman Schmitt

     Note: Sacre, Candace Ms. Frederick?
11:02:19 AM Staff Atty Frederick PSC - witness Baudino

     Note: Sacre, Candace Cross Examination.  Analysis 8.93 to 9.25 percent, recommended 
ROE 9 percent?

11:03:10 AM Staff Atty Frederick PSC - witness Baudino
     Note: Sacre, Candace Low and high end results average model return?

11:04:14 AM Staff Atty Frederick PSC - witness Baudino
     Note: Sacre, Candace Believe including results skews model?

11:05:17 AM Staff Atty Frederick PSC - witness Baudino
     Note: Sacre, Candace Explain why important include results?

11:06:07 AM Staff Atty Frederick PSC - witness Baudino
     Note: Sacre, Candace Beta values, recently seen increase utility beta values?

11:06:22 AM Staff Atty Frederick PSC - witness Baudino
     Note: Sacre, Candace Betas most investments upward/downward or just utility sector?

11:07:23 AM Staff Atty Frederick PSC - witness Baudino
     Note: Sacre, Candace Repeated question. (Click on link for further comments.

11:09:09 AM Staff Atty Frederick PSC - witness Baudino
     Note: Sacre, Candace Believe permanent adjustment, reaction pandemic?
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11:09:50 AM Staff Atty Frederick PSC - witness Baudino
     Note: Sacre, Candace Repeated question.  (Click on link for further comments.)

11:11:25 AM Staff Atty Frederick PSC - witness Baudino
     Note: Sacre, Candace Betas, recently uptick COVID cases, restrictions, betas again move, 

what direction?
11:12:04 AM Staff Atty Frederick PSC

     Note: Sacre, Candace No further.
11:12:08 AM Chairman Schmitt

     Note: Sacre, Candace Ms. Grundman?
11:12:11 AM Atty Grundman Walmart

     Note: Sacre, Candace No.
11:12:14 AM Chairman Schmitt

     Note: Sacre, Candace Mr. Spenard?
11:12:16 AM Atty Spenard KYSEIA

     Note: Sacre, Candace No.
11:12:18 AM Chairman Schmitt

     Note: Sacre, Candace Mr. Fitzgerald?
11:12:20 AM Atty Fitzgerald Joint Intervenors

     Note: Sacre, Candace No.
11:12:22 AM Chairman Schmitt

     Note: Sacre, Candace Mr. Miller?
11:12:24 AM Atty Miller Sierra Club

     Note: Sacre, Candace No.
11:12:27 AM Chairman Schmitt

     Note: Sacre, Candace Mr. Frye?
11:12:29 AM Atty Frye SWVA

     Note: Sacre, Candace No.
11:12:31 AM Chairman Schmitt

     Note: Sacre, Candace Vice Chairman Chandler?
11:12:35 AM Vice Chairman Chandler - witness Baudino

     Note: Sacre, Candace Examination.  Watch cross McKenzie?
11:12:49 AM Vice Chairman Chandler - witness Baudino

     Note: Sacre, Candace Testimony Hope standard, language Supreme Count used?
11:13:09 AM Vice Chairman Chandler - witness Baudino

     Note: Sacre, Candace Balancing investor/consumer interest, testimony take balance into 
consideration or recommendation focus investor interest?

11:14:33 AM Vice Chairman Chandler - witness Baudino
     Note: Sacre, Candace Commission balance the two, recommendation balance two or 

Commission should balance, you given investor piece?
11:16:12 AM Vice Chairman Chandler - witness Baudino

     Note: Sacre, Candace Insofar balanced, reflection revenue requirement reduction from 
lower ROE propsed?

11:16:40 AM Vice Chairman Chandler
     Note: Sacre, Candace Thank you.

11:16:43 AM Chairman Schmitt
     Note: Sacre, Candace Dr. Mathews?

11:16:45 AM Commissioner Mathews
     Note: Sacre, Candace Not have.

11:16:48 AM Chairman Schmitt
     Note: Sacre, Candace Mr. Garcia?

11:16:55 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Cross Examination.  Refer Federal Reserve as Fed, know referring?

11:17:42 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Pg 4, testimony, line 7, Kentucky Power  low risk regulated entity?
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11:18:13 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Moody's credit rating Baa3?

11:18:27 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Moody's rates stand alone basis?

11:18:37 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Baa3 lower credit rating Baa1?

11:18:54 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Baa1 lower A3?

11:19:03 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Baa1 lower A3?

11:19:11 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace A3 lower than A2?

11:19:16 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Higher return for higher risk investment?

11:19:28 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Higher credit rating lower investment risk?

11:19:40 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Higher credit rating lower investment risk?

11:19:48 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Lower credit rating higher investment risk?

11:19:58 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Moody's credit rating Duke Energy Kentucky?

11:20:07 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Kentucky Utilities?

11:20:28 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace LG&E?

11:21:36 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Reference confidential exhibits, familiar with Confidential Company 

Hearing Exhibit 4?
11:22:30 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace That is what it is, familiar with document?
11:22:43 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Same question Confidential Company Hearing Exhibit 5, what is 
that?

11:23:12 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Familiar with document?

11:23:28 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Confidential Company Hearing Exhibit 6, identify document for 

record, familiar with document?
11:24:04 AM Atty Garcia-Santana Kentucky Power

     Note: Sacre, Candace Move admission of three documents.
11:24:16 AM Chairman Schmitt

     Note: Sacre, Candace Sustained, be filed 4, 5, and 6.
11:24:35 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Pg 10, testimony, reference economic effect COVID March 2020?
11:25:18 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Federal Reserve lowered interest rates March 2020?
11:25:30 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Prior coronavirus pandemic, disturbances financal markets 
international trade tensions?

11:26:01 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Aware 2019 disturbances financial markets trade tensions?

11:26:17 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace 2019 Fed lowered rates three times?
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11:26:28 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Lowering interest rates Fed 2019 related financial market 

disturbances trade tensions?
11:27:03 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Aware 2018 increases interest rates?
11:27:22 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace March 2020, Fed reaction COVID crisis  significantly greater scale 
than 2018 and 2019?

11:27:55 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Agree once levers Fed pulled March 2020 increase holidng Treasury 

securities?
11:28:18 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Current Fed holding Treasury securities unprecedented?
11:28:35 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Agree double holdings highest point Fed reaction 2008?
11:29:03 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Explain VIX is?
11:29:56 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace March 2020 VIX highest spike since Great Recession?
11:30:57 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Indicate pg 13 since March 2020 VIX down somewhat, remains 
elevated?

11:32:06 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Elevated VIX, agree current level more than double approximate 11 

points 2017?
11:32:38 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Level of 26.38 September 25 2020?
11:32:53 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Aware October VIX went over 40 points?
11:33:22 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Last Friday, 23 points?
11:33:50 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Agree times volatility, risks greater?
11:34:11 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Predict VIX remain around 20 points next three years?
11:34:25 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Agree nobody predict VIX remain 11 index points averaged 2017?
11:35:11 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Nobody predict VIX next three years?
11:35:27 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace VIX remain stable 11 index points/20 index points, expect same time 
betas move lower historical levels, two measures somewhat related?

11:36:51 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Beta electric utilities, market period stability lower VIX, expect betas 

go down?
11:37:28 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Pg 14 testimony, aware significant portion Kentucky Power load 
commercial/industrial?

11:37:47 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Risk factor Kentucky Power earn authorized ROE?

11:38:17 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Kentucky Power more load commercial/industrial increase risk 

investment in Kentucky Power?
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11:38:56 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Load commercial/industrial increase risk Kentucky Power?

11:39:17 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Kentucky Power not one some companies for which problems COVID 

not as severe, pg 14?
11:40:04 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Repeated.  (Click on link for furher comments.)
11:42:33 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Pg 14 testimony, regulatory proceedings coronavirus?
11:43:09 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Familiar Case No. 2020-00085, COVID-19?
11:43:25 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Familiar Commission has COVID-19 docket?
11:43:41 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Shown data response that docket, agree credit metrics point of view 
negative double bad debt expense level compared to level base rate 
last case?

11:45:20 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Credit metric FFO to debt ratio, familiar?

11:45:34 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Agree bad debt expense $1.6 million in excess bad debt expense 

levels erode Kentucky Power FFO to debt ratio?
11:46:31 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Agree poor credit metrics, increase in bad debt expense increase 
investment risk Kentucky Power?

11:48:56 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Summarize, risk Kentucky Power not earn authorized ROE?

11:49:46 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace No guarantee Kentucky Power earn authorized ROE, risk for 

investors?
11:50:30 AM Chairman Schmitt

     Note: Sacre, Candace Technical issues.  (Click on link for further comments.)
11:56:06 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Agree risk inherent for investors Kentucky Power not guaranteed 
earn authorized rate of return?

11:57:47 AM Atty Garcia-Santana Kentucky Power - witness Baudino
     Note: Sacre, Candace Agree bad customers extended period of time company earns ROE 

much lower than authorized?
11:58:32 AM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Repeated.  (Click on link for further comments.)
12:00:15 PM Atty Garcia-Santana Kentucky Power - witness Baudino

     Note: Sacre, Candace Agree bad for customers/company Kentucky Power not able earn 
authorized ROE?

12:01:39 PM Atty Garcia-Santana Kentucky Power
     Note: Sacre, Candace Those are questions cross.

12:01:47 PM Chairman Schmitt
     Note: Sacre, Candace Mr. West?

12:01:50 PM Asst Atty General West
     Note: Sacre, Candace Briefly.

12:01:52 PM Asst Atty General West - witness Baudino
     Note: Sacre, Candace Redirect Examination.  AG/KIUC recommended ROE this case?

12:02:12 PM Asst Atty General West - witness Baudino
     Note: Sacre, Candace Based on analysis?
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12:02:22 PM Asst Atty General West - witness Baudino
     Note: Sacre, Candace Anything heard impacted recommendation?

12:02:52 PM Asst Atty General West
     Note: Sacre, Candace No further.

12:03:14 PM Chairman Schmitt
     Note: Sacre, Candace May be excused.

12:03:19 PM Chairman Schmitt
     Note: Sacre, Candace Recess until 1 p.m.

12:03:27 PM Session Paused
1:00:19 PM Session Resumed
1:00:22 PM Chairman Schmitt

     Note: Sacre, Candace Back on the record. Mr. Kurtz?
1:00:35 PM Camera Lock Deactivated
1:00:51 PM Atty Kurtz KIUC

     Note: Sacre, Candace Steven Baron.
1:00:53 PM Chairman Schmitt

     Note: Sacre, Candace Witness is sworn.
1:01:05 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Kurtz?
1:01:08 PM Atty Kurtz KIUC - witness Baron

     Note: Sacre, Candace Direct Examination.  Name, business address?
1:01:27 PM Atty Kurtz KIUC - witness Baron

     Note: Sacre, Candace Direct testimony, exhibits, responses data requests?
1:01:36 PM Atty Kurtz KIUC - witness Baron

     Note: Sacre, Candace Submit updates some exhibits?
1:01:50 PM Atty Kurtz KIUC - witness Baron

     Note: Sacre, Candace Explain what were?
1:02:13 PM Atty Kurtz KIUC - witness Baron

     Note: Sacre, Candace Updated Figure 1?
1:02:28 PM Atty Kurtz KIUC - witness Baron

     Note: Sacre, Candace Go through numbers.
1:04:13 PM Atty Kurtz KIUC - witness Baron

     Note: Sacre, Candace Adopt testimony?
1:04:18 PM Atty Kurtz KIUC

     Note: Sacre, Candace Tender witness cross.
1:04:53 PM Chairman Schmitt

     Note: Sacre, Candace Ms. Frederick?
1:05:00 PM Staff Atty Frederick PSC - witness Baron

     Note: Sacre, Candace Cross Examination.  Reviewed Vaughan revised NMS 2 calculations, 
reasonable?

1:05:27 PM Staff Atty Frederick PSC
     Note: Sacre, Candace No further.

1:05:31 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Grundman?

1:05:33 PM Atty Grundman Walmart
     Note: Sacre, Candace No.

1:05:35 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Spenard?

1:05:38 PM Atty Spenard KYSEIA
     Note: Sacre, Candace No.

1:05:39 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Fitzgerald?

1:05:41 PM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace No.
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1:05:43 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Miller?

1:05:46 PM Atty Miller Sierra Club
     Note: Sacre, Candace No.

1:05:48 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Frye?

1:05:50 PM Atty Frye SWVA
     Note: Sacre, Candace No.

1:05:53 PM Chairman Schmitt
     Note: Sacre, Candace Vice Chairman Chandler?

1:05:56 PM Vice Chairman Chandler - witness Baron
     Note: Sacre, Candace Examination.  $19 million difference revenue requirement 

transmission v customers paying allocation transmission 
agreement/OATT transcos, fair?

1:06:51 PM Vice Chairman Chandler - witness Baron
     Note: Sacre, Candace Clarify difference between Kentucky Power operating company 

transmission revenue requirement and test year amount OATT LSE 
or operating company amount plus AEP Kentucky Transco revenue 
requirement and difference those amounts v company paying LSE 
OATT test year?

1:07:56 PM Vice Chairman Chandler - witness Baron
     Note: Sacre, Candace Difference filed testimony $19 million, include October filing 

transmission revenue requirements either, at least cost Kentucky 
Transco?

1:08:53 PM Vice Chairman Chandler - witness Baron
     Note: Sacre, Candace Difference between revenue requirement amount Kentucky Power 

plus revenue requirement AEP-Kentucky Transco $28 million lower 
amount allocated LSE OATT expense PJM/FERC tariffs?

1:10:12 PM Vice Chairman Chandler - witness Baron
     Note: Sacre, Candace Allocated 12CP most recent 12CP calculation?

1:10:41 PM Vice Chairman Chandler - witness Baron
     Note: Sacre, Candace Whatever 12CP allocation AEP bill, applied amount to revenue 

requirement or bill AEP transmission costs next year?
1:11:11 PM Vice Chairman Chandler - witness Baron

     Note: Sacre, Candace Estimate not know 1CP/12CP be next year?
1:11:47 PM Vice Chairman Chandler - witness Baron

     Note: Sacre, Candace Only update $19 million to $28 million update FERC-required 
revenue requirements?

1:12:17 PM Vice Chairman Chandler - witness Baron
     Note: Sacre, Candace Between transco and operating company?

1:12:25 PM Vice Chairman Chandler
     Note: Sacre, Candace All questions.

1:12:28 PM Chairman Schmitt
     Note: Sacre, Candace Dr. Mathews?

1:12:30 PM Commissioner Mathews
     Note: Sacre, Candace Not have any.

1:12:32 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Glass?

1:12:45 PM Atty Glass Kentucky Power - witness Baron
     Note: Sacre, Candace Cross Examination.  AG/KIUC supplemental update Baron testimony 

Nov 12 2020 Figure 1 Table 3 2021 Update Supporting Data, see?
1:13:40 PM Atty Glass Kentucky Power - witness Baron

     Note: Sacre, Candace Prepare?
1:13:46 PM Atty Glass Kentucky Power - witness Baron

     Note: Sacre, Candace Underlying data prepare Figure 1/Table 3 testimony?
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1:14:00 PM Atty Glass Kentucky Power - witness Baron
     Note: Sacre, Candace Highlighted figure top right, reads $2.276 billion, see?

1:14:14 PM Atty Glass Kentucky Power - witness Baron
     Note: Sacre, Candace Calculation AEP transmission revenue requirement 2021?

1:14:46 PM Atty Glass Kentucky Power - witness Baron
     Note: Sacre, Candace RTEP, Regional Transmission Expansion Plan project?

1:15:19 PM Atty Glass Kentucky Power - witness Baron
     Note: Sacre, Candace Highligted number includes revenue requirement for RTEP projects 

by AEP?
1:15:21 PM Atty Glass Kentucky Power - witness Baron

     Note: Sacre, Candace Include revenue requirement RTEP projects only built by AEP?
1:15:31 PM Atty Glass Kentucky Power - witness Baron

     Note: Sacre, Candace Include 100 percent costs RTEP projects only AEP built?
1:17:08 PM Atty Glass Kentucky Power - witness Baron

     Note: Sacre, Candace Include cost any RTEP projects built other transmission owners, not 
AEP?

1:17:59 PM Atty Glass Kentucky Power
     Note: Sacre, Candace All questions.

1:18:04 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Kurtz?

1:18:11 PM Atty Kurtz KIUC
     Note: Sacre, Candace No redirect.

1:18:16 PM Chairman Schmitt
     Note: Sacre, Candace May step down, excused.

1:18:22 PM Chairman Schmitt
     Note: Sacre, Candace Walmart?

1:18:27 PM Atty Grundman Walmart
     Note: Sacre, Candace Call Lisa V. Perry.

1:18:31 PM Chairman Schmitt
     Note: Sacre, Candace Witness is sworn.

1:18:42 PM Chairman Schmitt
     Note: Sacre, Candace May ask.

1:18:45 PM Atty Grundman Walmart - witness Perry
     Note: Sacre, Candace Direct Examination.  Name, business address?

1:19:02 PM Atty Grundman Walmart - witness Perry
     Note: Sacre, Candace By whom employed, capacity?

1:19:13 PM Atty Grundman Walmart - witness Perry
     Note: Sacre, Candace Filed testimony, 17 pgs/two exhibits?

1:19:31 PM Atty Grundman Walmart - witness Perry
     Note: Sacre, Candace Corrections, revisions?

1:20:21 PM Atty Grundman Walmart - witness Perry
     Note: Sacre, Candace Any further?

1:20:27 PM Atty Grundman Walmart - witness Perry
     Note: Sacre, Candace Prepared by you, under supervision?

1:20:34 PM Atty Grundman Walmart - witness Perry
     Note: Sacre, Candace Asked same questions, answers same?

1:20:40 PM Atty Grundman Walmart - witness Perry
     Note: Sacre, Candace Sponsor testimony? 

1:20:44 PM Atty Grundman Walmart
     Note: Sacre, Candace Ask direct testimony Lisa Perry marked/admitted evidence, available 

cross.
1:20:54 PM Chairman Schmitt

     Note: Sacre, Candace Sustained, admitted.
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1:20:57 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Frederick?

1:20:59 PM Staff Atty Frederick PSC
     Note: Sacre, Candace No.

1:21:02 PM Chairman Schmitt
     Note: Sacre, Candace Mr. West?

1:21:13 PM Asst Atty General West - witness Perry
     Note: Sacre, Candace Cross Examination.  Testimony available?

1:21:22 PM Asst Atty General West - witness Perry
     Note: Sacre, Candace Page 11, line 11, read question/answer?

1:22:28 PM Asst Atty General West - witness Perry
     Note: Sacre, Candace Commission approve revenue requirement less proposed company, 

how Walmart propose difference allocated?
1:22:52 PM Asst Atty General West - witness Perry

     Note: Sacre, Candace Specific number?
1:23:06 PM Asst Atty General West - witness Perry

     Note: Sacre, Candace Fair to say Walmart proposes difference between proposed/granted, 
it and other members receive greater percent of difference than 
residential customers?

1:23:34 PM Asst Atty General West - witness Perry
     Note: Sacre, Candace Many Walmart customers/employees also ratepayers?

1:23:43 PM Asst Atty General West - witness Perry
     Note: Sacre, Candace Walmart proposal shift costs to customers/employees?

1:24:03 PM Asst Atty General West
     Note: Sacre, Candace All questions.

1:24:06 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Kurtz?

1:24:15 PM Atty Kurtz KIUC - witness Perry
     Note: Sacre, Candace Cross Examination.  Company proposed $70 million base rate 

increase?
1:24:38 PM Atty Kurtz KIUC - witness Perry

     Note: Sacre, Candace Company proposed $70 million base rate increase?
1:24:45 PM Atty Kurtz KIUC - witness Perry

     Note: Sacre, Candace AG/KIUC proposed $43 million?
1:24:55 PM Atty Kurtz KIUC - witness Perry

     Note: Sacre, Candace Of $27 million difference, how much not give residential class, 
specific number?

1:25:53 PM Atty Kurtz KIUC - witness Perry
     Note: Sacre, Candace What value recommendation no specificity?

1:26:32 PM Atty Kurtz KIUC - witness Perry
     Note: Sacre, Candace Make recommendation around countr, basic testimony?

1:26:51 PM Atty Kurtz KIUC - witness Perry
     Note: Sacre, Candace Individually, not have recommendation, general premise?

1:27:03 PM Atty Kurtz KIUC
     Note: Sacre, Candace Thank you.

1:27:06 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Spenard?

1:27:10 PM Atty Spenard KYSEIA
     Note: Sacre, Candace No.

1:27:12 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Fitzgerald?

1:27:15 PM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace No.
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1:27:17 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Miller?

1:27:19 PM Atty Miller Sierra Club
     Note: Sacre, Candace None.

1:27:21 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Frye?

1:27:23 PM Atty Frye SWVA
     Note: Sacre, Candace No.

1:27:24 PM Chairman Schmitt
     Note: Sacre, Candace Vice Chairman Chandler?

1:27:28 PM Vice Chairman Chandler
     Note: Sacre, Candace No.

1:27:30 PM Chairman Schmitt
     Note: Sacre, Candace Dr. Mathews?

1:27:32 PM Commissioner Mathews
     Note: Sacre, Candace No.

1:27:33 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Glass?

1:27:37 PM Atty Glass Kentucky
     Note: Sacre, Candace Not have.

1:27:41 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Grundman?

1:27:44 PM Atty Grundman Walmart
     Note: Sacre, Candace No.

1:27:47 PM Chairman Schmitt
     Note: Sacre, Candace Stand down, excused.

1:27:56 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Spenard?

1:28:21 PM Atty Spenard KYSEIA
     Note: Sacre, Candace Justin Barnes.

1:28:35 PM Chairman Schmitt
     Note: Sacre, Candace Witness is sworn.

1:29:02 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Spenard?

1:29:09 PM Atty Spenard KYSEIA - witness Barnes
     Note: Sacre, Candace Cross Examination.  Name, business address?

1:29:23 PM Atty Spenard KYSEIA - witness Barnes
     Note: Sacre, Candace By whom employed?

1:29:34 PM Atty Spenard KYSEIA - witness Barnes
     Note: Sacre, Candace Prepare prefiled testimony, responses?

1:29:51 PM Atty Spenard KYSEIA - witness Barnes
     Note: Sacre, Candace Prepare errata sheet filed Nov 12?

1:30:05 PM Atty Spenard KYSEIA - witness Barnes
     Note: Sacre, Candace Information errata sheet true/correct?

1:30:18 PM Atty Spenard KYSEIA - witness Barnes
     Note: Sacre, Candace Same questions, answers same?

1:30:34 PM Atty Spenard KYSEIA
     Note: Sacre, Candace Tender for cross.

1:30:41 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Federick?

1:30:45 PM Staff Atty Frederick PSC
     Note: Sacre, Candace Yes.
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1:30:47 PM Staff Atty Frederick PSC - witness Barnes
     Note: Sacre, Candace Cross Examination.  Recommended minimum contract term ten 

years qualifying facilities, why appropriate?
1:32:32 PM Staff Atty Frederick PSC 

     Note: Sacre, Candace No further.
1:32:49 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Horn?
1:33:00 PM Asst Atty General Horn

     Note: Sacre, Candace Not have.
1:33:03 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Kurtz?
1:33:10 PM Atty Kurtz KIUC

     Note: Sacre, Candace No.
1:33:13 PM Chairman Schmitt

     Note: Sacre, Candace Ms. Grundman?
1:33:16 PM Atty Grundman Walmart

     Note: Sacre, Candace No.
1:33:18 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Fitzgerald?
1:33:20 PM Atty Fitzgerald Joint Intervenors

     Note: Sacre, Candace No.
1:33:21 PM Chairman Schmitt

     Note: Sacre, Candace Mr. MIller?
1:33:25 PM Atty Miller Sierra Club

     Note: Sacre, Candace No.
1:33:27 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Frye?
1:33:29 PM Atty Frye SWVA

     Note: Sacre, Candace No.
1:33:30 PM Chairman Schmitt

     Note: Sacre, Candace Vice Chairman Chandler?
1:33:32 PM Vice Chairman Chandler

     Note: Sacre, Candace No.
1:33:35 PM Chairman Schmitt

     Note: Sacre, Candace Dr. Mathews?
1:33:38 PM Commissioner Mathews

     Note: Sacre, Candace No.
1:33:41 PM Chairman Schmitt

     Note: Sacre, Candace Ms. Blend?
1:33:45 PM Atty Blend Kentucky Power

     Note: Sacre, Candace No.
1:33:48 PM Chairman Schmitt

     Note: Sacre, Candace Redirect?
1:33:52 PM Atty Spenard KYSEIA

     Note: Sacre, Candace No.
1:33:54 PM Chairman Schmitt

     Note: Sacre, Candace Step down, excused.
1:33:59 PM ChairmanSchmitt

     Note: Sacre, Candace Mr. Spenard?
1:34:03 PM Atty Spenard KYSEIA

     Note: Sacre, Candace James M. VanNostrand.
1:34:10 PM Chairman Schmitt

     Note: Sacre, Candace Witness is sworn.
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1:34:22 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Spenard?

1:34:26 PM Atty Spenard KYSEIA - witness Van Nostrand
     Note: Sacre, Candace Direct Examination.  Name, business address?

1:34:40 PM Atty Spenard KYSEIA - witness Van Nostrand
     Note: Sacre, Candace By whom employed?

1:34:49 PM Atty Spenard KYSEIA - witness Van Nostrand
     Note: Sacre, Candace Filed testimony, responses?

1:35:06 PM Atty Spenard KYSEIA - witness Van Nostrand
     Note: Sacre, Candace Errata sheet?

1:35:18 PM Atty Spenard KYSEIA - witness Van Nostrand
     Note: Sacre, Candace Errata sheet true and correct?

1:35:30 PM Atty Spenard KYSEIA - witness Van Nostrand
     Note: Sacre, Candace Same questions, answers same?

1:35:34 PM Atty Spenard KYSEIA - witness Van Nostrand
     Note: Sacre, Candace Same questions, same answers?

1:35:46 PM Atty Spenard KYSEIA 
     Note: Sacre, Candace Tendered cross.

1:35:51 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Frederick?

1:35:56 PM Staff Atty Frederick PSC
     Note: Sacre, Candace No.

1:36:00 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Horn? Mr. West?

1:36:07 PM Asst Atty General Horn - witness Van Nostrand
     Note: Sacre, Candace Cross Examination.  Agree utility customer installed solar generation 

benefit regardless utility purchase excess?
1:36:10 PM Asst Atty General Horn - witness Van Nostrand

     Note: Sacre, Candace Repeated.
1:36:49 PM Asst Atty General Horn - witness Van Nostrand

     Note: Sacre, Candace Agree cost companies providing service customer with solar 
generation?

1:37:17 PM Asst Atty General Horn - witness Van Nostrand
     Note: Sacre, Candace Agree cost utilities receiving/using excess power generated?

1:37:37 PM Asst Atty General Horn - witness Van Nostrand
     Note: Sacre, Candace Net metering purely economic, benefit utility offering to customer?

1:38:57 PM Asst Atty General Horn - witness Van Nostrand
     Note: Sacre, Candace Agree net metering nonparticipants solar generation subsidizing 

customers are?
1:39:35 PM Asst Atty General Horn

     Note: Sacre, Candace All questions.
1:39:42 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Kurtz?
1:39:48 PM Atty Kurtz KIUC - witness Van Nostrand

     Note: Sacre, Candace Cross Examination.  Investment tax credit rooftop solar installations?
1:40:05 PM Atty Kurtz KIUC - witness Van Nostrand

     Note: Sacre, Candace Incentive federal govenrment rooftop solar encourage installation?
1:40:29 PM Atty Kurtz KIUC - witness Van Nostrand

     Note: Sacre, Candace How much typical installation cost?
1:40:54 PM Atty Kurtz KIUC - witness Van Nostrand

     Note: Sacre, Candace Typical Eastern Ky installation?
1:41:08 PM Atty Kurtz KIUC - witness Van Nostrand

     Note: Sacre, Candace Thousands of dollars?

Created by JAVS on 2/1/2021 - Page 21 of 30 -



1:41:19 PM Atty Kurtz KIUC - witness Van Nostrand
     Note: Sacre, Candace $8,000, $9,000, $10,000, $12,000 range?

1:41:38 PM Atty Kurtz KIUC - witness VanNostrand
     Note: Sacre, Candace Subsidized by other ratepayers, subsidy relatively wealthy afford 

installation?
1:42:18 PM Atty Kurtz KIUC - witness Van Nostrand

     Note: Sacre, Candace Someone mobile home not likely have $10,000 invest?
1:42:32 PM Atty Kurtz KIUC

     Note: Sacre, Candace Thank you.
1:42:35 PM Chairman Schmitt

     Note: Sacre, Candace Ms. Grundman?
1:42:40 PM Atty Grundman Walmart

     Note: Sacre, Candace No.
1:42:42 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Fitzgerald?
1:42:44 PM Atty Fitzgerald Joint Intervenors

     Note: Sacre, Candace No.
1:42:47 PM Chairman Miller

     Note: Sacre, Candace Mr. Miller?
1:42:50 PM Atty Miller Sierra Club

     Note: Sacre, Candace No.
1:42:51 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Frye?
1:42:52 PM Atty Frye SWVA

     Note: Sacre, Candace No.
1:42:55 PM Chairman Schmitt

     Note: Sacre, Candace Vice Chairman Chandler?
1:43:03 PM Vice Chairman Chandler - witness Van Nostrand

     Note: Sacre, Candace Examination.  How closely read FERC PURPA NOPR docket?
1:43:21 PM Vice Chairman Chandler - witness Van Nostrand

     Note: Sacre, Candace Read PSC comments NOPR?
1:43:38 PM Vice Chairman Chandler - witness Van Nostrand

     Note: Sacre, Candace Relates change/specific direction whether LMP reasonable measure 
avoided cost of energy, FERC comments?

1:44:11 PM Vice Chairman Chandler - witness Van Nostrand
     Note: Sacre, Candace KYSEIA have position commission use LMP avoided energy cost, 

appropriate use generator LMP or load LMP?
1:45:00 PM Vice Chairman Chandler - witness Van Nostrand

     Note: Sacre, Candace Position given organization concerns Kentucky Power co-gen tariffs?
1:46:07 PM Vice Chairman Chandler - witness Van Nostrand

     Note: Sacre, Candace Organization position Kentucky Power proposed tariff, reviewed 
regulations small power production 807 KAR 5:054

1:46:53 PM Vice Chairman Chandler - witness Van Nostrand
     Note: Sacre, Candace Referring sections how rates power offered, reading? (Click on link 

for further comments.)
1:47:17 PM Vice Chairman Chandler - witness Van Nostrand

     Note: Sacre, Candace Commission determines LMP reasonable measure avoided energy 
cost, utility has LEO, contract term 10 years, recommendation 
appropriate energy cost entity choose at time LEO incurred?

1:49:08 PM Vice Chairman Chandler - witness Van Nostrand
     Note: Sacre, Candace LMP v 1980-something investigation avoided cost rates?
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1:49:35 PM Vice Chairman Chandler - witness Van Nostrand
     Note: Sacre, Candace Last sentence, line 10, reading.  (Click on link for further 

comments.)  LMP prevailing rate, next kilowatt served.  Position 
distinction between highest unit available and energy cost serve 
next kilowatt hour demand?

1:51:27 PM Vice Chairman Chandler - witness Van Nostrand
     Note: Sacre, Candace Next generator built, avoided capacity cost?

1:52:00 PM Vice Chairman Chandler 
     Note: Sacre, Candace All questions.

1:52:05 PM Chairman Schmitt
     Note: Sacre, Candace Dr. Mathews?

1:52:07 PM Commissioner Mathews
     Note: Sacre, Candace Not have any.

1:52:09 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Blend?

1:52:14 PM Atty Blend Kentucky Power - witness Van Nostrand
     Note: Sacre, Candace Cross Examination.  Net metering generators connect behind meter?

1:52:30 PM Atty Blend Kentucky Power - witness Van Nostrand
     Note: Sacre, Candace PURPA QF connects behind meter?

1:52:38 PM Atty Blend Kentucky Power - witness Van Nostrand
     Note: Sacre, Candace Difference point generation and point load, thinking avoided cost of 

energy Order 877?
1:53:10 PM Atty Blend Kentucky Power - witness Van Nostrand

     Note: Sacre, Candace Discussion LMP at generator v LMP at LSE load?
1:53:20 PM Atty Blend Kentucky Power - witness Van Nostrand

     Note: Sacre, Candace Same point behind meter PURPA QF or net metering?
1:53:38 PM Atty Blend Kentucky Power - witness Van Nostrand

     Note: Sacre, Candace Distinction energy and capacity avoided costs PURPA?
1:53:52 PM Atty Blend Kentucky Power 

     Note: Sacre, Candace No further.
1:53:56 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Spenard?
1:53:59 PM Atty Spenard KYSEIA

     Note: Sacre, Candace No.
1:54:03 PM Chairman Schmitt

     Note: Sacre, Candace Step down, excused.
1:54:10 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Spenard?
1:54:16 PM Atty Spenard KYSEIA

     Note: Sacre, Candace Benjamin Inskeep.
1:54:34 PM Chairman Schmitt

     Note: Sacre, Candace Witness is sworn.
1:54:45 PM Chairman Schmitt

     Note: Sacre, Candace You may ask.
1:54:50 PM Atty Spenard KYSEIA - witness Inskeep

     Note: Sacre, Candace Direct Examination.  Name, business address?
1:55:05 PM Atty Spenard KYSEIA - witness Inskeep

     Note: Sacre, Candace By whom employed?
1:55:15 PM Atty Spenard KYSEIA - witness Inskeep

     Note: Sacre, Candace Filed testimony, responses?
1:55:32 PM Atty Spenard KYSEIA - witness Inskeep

     Note: Sacre, Candace Same questions, same answers?
1:55:46 PM Atty Spenard KYSEIA

     Note: Sacre, Candace Tender cross.
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1:55:52 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Frederick?

1:55:55 PM Staff Atty Frederick PSC
     Note: Sacre, Candace No.

1:55:59 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Horn?

1:56:01 PM Asst Atty General Horn
     Note: Sacre, Candace No.

1:56:04 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Kurtz?

1:56:06 PM Atty Kurtz KIUC
     Note: Sacre, Candace No.

1:56:08 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Grundman?

1:56:10 PM Atty Grundman Walmart
     Note: Sacre, Candace No.

1:56:11 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Fitzgerald?

1:56:13 PM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace No.

1:56:16 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Miller?

1:56:18 PM Atty Miller Sierra Club
     Note: Sacre, Candace No.

1:56:21 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Frye?

1:56:23 PM Atty Frye SWVA
     Note: Sacre, Candace No.

1:56:24 PM Chairman Schmitt
     Note: Sacre, Candace Vice Chairman Chandler?

1:56:27 PM Vice Chairman Chandler
     Note: Sacre, Candace No.

1:56:32 PM Chairman Schmitt
     Note: Sacre, Candace Dr. Mathews?

1:56:34 PM Commissioner Mathews
     Note: Sacre, Candace Not have questions.

1:56:37 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Blend?

1:56:40 PM Atty Blend Kentucky Power
     Note: Sacre, Candace No.

1:56:43 PM Chairman Schmitt
     Note: Sacre, Candace May step down, excused.

1:56:59 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Fitzgerald?

1:57:09 PM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace Joshua Bills.

1:57:29 PM Chairman Schmitt
     Note: Sacre, Candace Witness is sworn.

1:57:48 PM Atty Fitzgerald Joint Intervenors - witness Bills
     Note: Sacre, Candace Same questions, same answers?

1:57:54 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Fitzgerald?

1:57:58 PM Atty Fitzgerald Joint Intervenors - witness Bills
     Note: Sacre, Candace Direct Examination.  Name, employment, business address?
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1:58:31 PM Atty Fitzgerald Joint Intervenors - witness Bills
     Note: Sacre, Candace Filed testimony?

1:58:39 PM Atty Fitzgerald Joint Intervenors - witness Bills
     Note: Sacre, Candace Answer data requests?

1:58:47 PM Atty Fitzgerald Joint Intervenors - witness Bills
     Note: Sacre, Candace Same questions/data requests, answers same?

1:59:10 PM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace Submit corrected, paginated version conclusion.

1:59:25 PM Asst Gen Counsel Vinsel PSC
     Note: Sacre, Candace Staff would request paginated version filed.

1:59:31 PM Chairman Schmitt
     Note: Sacre, Candace Yes.

1:59:34 PM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace Tender witness.

1:59:37 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Frederick?

1:59:41 PM Staff Atty Frederick PSC
     Note: Sacre, Candace No.

1:59:44 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Horn?

1:59:46 PM Asst Atty General Horn
     Note: Sacre, Candace No.

1:59:49 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Kurtz?

1:59:51 PM Atty Kurtz KIUC
     Note: Sacre, Candace No.

1:59:52 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Grundman?

1:59:56 PM Atty Grundman Walmart
     Note: Sacre, Candace No.

1:59:58 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Spenard?

2:00:02 PM Atty Spenard KYSEIA
     Note: Sacre, Candace No.

2:00:04 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Miller?

2:00:07 PM Atty Miller Sierra Club
     Note: Sacre, Candace No.

2:00:09 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Frye?

2:00:12 PM Atty Frye SWVA
     Note: Sacre, Candace No.

2:00:14 PM Chairman Schmitt
     Note: Sacre, Candace Vice Chairman Chandler?

2:00:23 PM Vice Chairman Chandler - witness Bills
     Note: Sacre, Candace Examination.  Concern Delta 3-phase customers?

2:00:55 PM Vice Chairman Chandler - witness Bills
     Note: Sacre, Candace Explain concern, reference to increase cost?

2:01:52 PM Vice Chairman Chandler - witness Bills
     Note: Sacre, Candace What Y service?

2:02:21 PM Vice Chairman Chandler - witness Bills
     Note: Sacre, Candace Not residential?

2:02:51 PM Vice Chairman Chandler - witness Bills
     Note: Sacre, Candace Issue reserved commercial?
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2:03:23 PM Vice Chairman Chandler - witness Bills
     Note: Sacre, Candace Concern exclusive Kentucky Power?

2:04:44 PM Vice Chairman Chandler
     Note: Sacre, Candace Thank you.

2:04:49 PM Chairman Schmitt
     Note: Sacre, Candace Dr. Mathews?

2:04:53 PM Commissioner Mathews
     Note: Sacre, Candace Not have questions.

2:04:55 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Blend?

2:05:01 PM Atty Blend Kentucky Power - witness Bills
     Note: Sacre, Candace Cross Examination.  Rebuttal West Delta three-phase v Y three-

phase?
2:05:19 PM Atty Blend Kentucky Power - witness Bills

     Note: Sacre, Candace Dispute safety issue Delta three-phase 120  - 240 interconnection 
net metering customers?

2:05:54 PM Atty Blend Kentucky Power - witness Bills
     Note: Sacre, Candace Read West rebuttal, dispute statement pg 15, line 3?

2:06:15 PM Atty Blend Kentucky Power - witness Bills
     Note: Sacre, Candace Repeated.  (Click on link for further commets.)

2:06:39 PM Atty Blend Kentucky Power - witness Bills
     Note: Sacre, Candace 2020-00302 updating Commission net metering interconnection 

guideline, pg 7 testimony urged Commission hold off implementation 
NMS 2 tariff phase complete?

2:07:11 PM Atty Blend Kentucky Power - witness Bills
     Note: Sacre, Candace Recommendation Commission delay implementation net metering 

act until 2020-00302 completed?
2:07:32 PM Atty Blend Kentucky Power - witness Bills

     Note: Sacre, Candace Repeated.  (Click on link for further comments.)
2:07:47 PM Atty Fitzgerald Joint Intervenors

     Note: Sacre, Candace Objection, not attorney.
2:08:07 PM Chairman Schmitt

     Note: Sacre, Candace Sustained.
2:08:22 PM Atty Blend Kentucky Power - witness Bills

     Note: Sacre, Candace Recommendation not implement net metering service tariff Kentucky 
Power until conclusion 2020-00302 stated page 7?

2:08:43 PM Atty Blend Kentucky Power
     Note: Sacre, Candace No further.

2:08:47 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Fitzgerald?

2:08:50 PM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace No.

2:08:53 PM Chairman Schmitt
     Note: Sacre, Candace Excused.

2:08:56 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Fitzgerald?

2:09:00 PM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace Andrew McDonald.

2:09:04 PM Chairman Schmitt
     Note: Sacre, Candace Witness is sworn.

2:09:18 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Fitzgerald?

2:09:22 PM Atty Fitzgerald Joint Intervenors - witness McDonald
     Note: Sacre, Candace Direct Examination.  Name, employment, business address?
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2:09:38 PM Atty Fitzgerald Joint Intervenors - witness McDonald
     Note: Sacre, Candace Filed testimony?

2:09:46 PM Atty Fitzgerald Joint Intervenors - witness McDonald
     Note: Sacre, Candace Data requests?

2:09:55 PM Atty Fitzgerald Joint Intervenors - witness McDonald
     Note: Sacre, Candace Same questions/data requests, answers same?

2:10:04 PM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace Available cross.

2:10:10 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Frederick?

2:10:12 PM Staff Atty Frederick PSC
     Note: Sacre, Candace No.

2:10:15 PM Chairman Schmitt
     Note: Sacre, Candace Mr. Horn?

2:10:19 PM Asst Atty General Horn - witness McDonald
     Note: Sacre, Candace Cross Examination.  Agree utiilty customer installed solar generation 

benefit regardless purchase excess power?
2:10:49 PM Asst Atty General Horn - witness McDonald

     Note: Sacre, Candace Agree cost utilities providing service customer solar generation?
2:11:09 PM Asst Atty General Horn - witness McDonald

     Note: Sacre, Candace Agree cost utilities receiving/using excess power customer solar 
installation?

2:11:27 PM Asst Atty General Horn - witness McDonald
     Note: Sacre, Candace Economic standpoint, benefit utility offering net metering?

2:12:35 PM Asst Atty General Horn - witness McDonald
     Note: Sacre, Candace Net meterting, nonparticipants subsidizing those customers 

participants?
2:13:01 PM Asst Atty General Horn

     Note: Sacre, Candace All questions.
2:13:05 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Kurtz?
2:13:07 PM Atty Kurtz KIUC

     Note: Sacre, Candace No.
2:13:08 PM Chairman Schmitt

     Note: Sacre, Candace Ms. Grundman?
2:13:11 PM Atty Grundman Walmart

     Note: Sacre, Candace No.
2:13:12 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Spenard?
2:13:20 PM Atty Spenard KYSEIA - witness McDonald

     Note: Sacre, Candace Cross Examination.  NMS 1, residential solar electricity exported grid 
credited one-to-one rate?

2:13:34 PM Atty Spenard KYSEIA - witness McDonald
     Note: Sacre, Candace Kentucky Power residential rate 9.8 cents kilowatt hour?

2:13:51 PM Atty Spenard KYSEIA - witness McDonald
     Note: Sacre, Candace Application Kentucky Power proposes residential credit rate 3.66 

cents kilowatt hour?
2:14:13 PM Atty Spenard KYSEIA - witness McDonald

     Note: Sacre, Candace Kentucky Power describes current one-to-one rate NMS 1 creating 
subsidy?

2:14:37 PM Atty Spenard KYSEIA - witness McDonald
     Note: Sacre, Candace Approximate terms subsidy 6.1 to 6.2 cents kilowatt hour?
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2:14:57 PM Atty Spenard KYSEIA - witness McDonald
     Note: Sacre, Candace Perfomed calculation test year monthly cost nonparticipating 

residential customers subsidy?
2:15:17 PM Atty Spenard KYSEIA - witness McDonald

     Note: Sacre, Candace What monthly cost nonparticipating customers?
2:15:26 PM Atty Blend Kentucky Power

     Note: Sacre, Candace Objection, friendly cross examination.
2:16:11 PM Chairman Schmitt

     Note: Sacre, Candace Understand, overruled. You may ask.
2:16:28 PM Atty Spenard KYSEIA - witness McDonald

     Note: Sacre, Candace What approximate cost nonparticipating residential customer?
2:16:53 PM Atty Spenard KYSEIA - witness McDonald

     Note: Sacre, Candace Calculate annualized basis?
2:17:09 PM Atty Spenard KYSEIA

     Note: Sacre, Candace No further.
2:17:14 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Miller?
2:17:18 PM Atty Miller Sierra Club

     Note: Sacre, Candace No.
2:17:22 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Frye?
2:17:24 PM Atty Frye SWVA

     Note: Sacre, Candace No.
2:17:28 PM Chairman Schmitt

     Note: Sacre, Candace Vice Chairman Chandler?
2:17:30 PM Vice Chairman Chandler

     Note: Sacre, Candace No.
2:17:32 PM Chairman Schmitt

     Note: Sacre, Candace Dr. Mathews?
2:17:34 PM Commissioner Mathews

     Note: Sacre, Candace No.
2:17:36 PM Chairman Schmitt

     Note: Sacre, Candace Ms. Blend?
2:17:47 PM Atty Blend Kentucky Power - witness McDonald

     Note: Sacre, Candace Cross Examination.  Analysis you performed or Karl Rabago?
2:18:18 PM Atty Blend Kentucky Power - witness McDonald

     Note: Sacre, Candace Rabago not a witness?
2:18:27 PM Atty Blend Kentucky Power

     Note: Sacre, Candace No further.
2:18:30 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Fitzgerald?
2:18:35 PM Atty Fitzgerald Joint Intervenors

     Note: Sacre, Candace No.
2:18:38 PM Chairman Schmitt

     Note: Sacre, Candace Excused.
2:18:43 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Fitzgerald?
2:18:47 PM Chairman Schmitt

     Note: Sacre, Candace James Owen.
2:19:40 PM Chairman Schmitt

     Note: Sacre, Candace Break, back 2:30.
2:19:56 PM Session Paused
2:32:19 PM Session Resumed
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2:32:32 PM Chairman Schmitt
     Note: Sacre, Candace Back on record. Mr. Fitzgerald?

2:32:33 PM Camera Lock Deactivated
2:32:51 PM Chairman Schmitt

     Note: Sacre, Candace Witness is sworn.
2:33:01 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Fitzgerald?
2:33:06 PM Atty Fitzgerald Joint Intervenors - witness Owen

     Note: Sacre, Candace Direct Examination.  Name, employment, business address?
2:33:30 PM Atty Fitzgerald Joint Intervenors - witness Owen

     Note: Sacre, Candace Filed testimony?
2:33:39 PM Atty Fitzgerald Joint Intervenors - witness Owen

     Note: Sacre, Candace Answer data requests?
2:33:45 PM Atty Fitzgerald Joint Intervenors - witness Owen

     Note: Sacre, Candace Same questions/data requests, answers same?
2:33:55 PM Atty Fitzgerald Joint Intervenors

     Note: Sacre, Candace Tender witness.
2:33:58 PM Chairman Schmitt

     Note: Sacre, Candace Ms. Frederick?
2:34:10 PM Staff Atty Frederick PSC

     Note: Sacre, Candace No.
2:34:15 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Horn?
2:34:20 PM Asst Atty General Horn

     Note: Sacre, Candace No.
2:34:22 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Kurtz?
2:34:23 PM Atty Kurtz KIUc

     Note: Sacre, Candace No.
2:34:26 PM Chairman Schmitt

     Note: Sacre, Candace Ms. Grundman?
2:34:28 PM Atty Grundman Walmart

     Note: Sacre, Candace No.
2:34:30 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Spenard?
2:34:32 PM Atty Spenard KYSEIA

     Note: Sacre, Candace No.
2:34:34 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Miller?
2:34:36 PM Atty Miller Sierra Club

     Note: Sacre, Candace No.
2:34:38 PM Chairman Schmitt

     Note: Sacre, Candace Mr. Frye?
2:34:40 PM Atty Frye SWVA

     Note: Sacre, Candace No.
2:34:42 PM Chairman Schmitt

     Note: Sacre, Candace Vice Chairman Chandler?
2:34:45 PM Vice Chairman Chandler

     Note: Sacre, Candace No.
2:34:49 PM Chairman Schmitt

     Note: Sacre, Candace Dr. Mathews?
2:34:52 PM Commissioner Mathews

     Note: Sacre, Candace No.
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2:34:55 PM Chairman Schmitt
     Note: Sacre, Candace Ms. Blend?

2:34:58 PM Atty Blend Kentucky Power
     Note: Sacre, Candace No.

2:35:11 PM Chairman Schmitt
     Note: Sacre, Candace Excused.

2:35:23 PM Chairman Schmitt
     Note: Sacre, Candace All witnesses Joint Intervenors?

2:35:27 PM Atty Fitzgerald Joint Intervenors
     Note: Sacre, Candace Yes, move direct testimony into evidence.

2:35:39 PM Chairman Schmitt
     Note: Sacre, Candace Sustained.  Testimony Rabago.  (Click on link for further comments.)

2:36:02 PM Chairman Schmitt
     Note: Sacre, Candace Vice Chairman Chandler recall Mattison.

2:36:17 PM Vice Chairman Chandler
     Note: Sacre, Candace Not have any questions.

2:36:45 PM Chairman Schmitt
     Note: Sacre, Candace May be excused.

2:37:12 PM Chairman Schmitt
     Note: Sacre, Candace Concludes testimony.  Ms. Vinsel, motion?

2:37:23 PM Asst Gen Counsel Vinsel PSC
     Note: Sacre, Candace Move record Case 2019-00256 electronic net metering act be 

incorporated into this proceeding by reference.
2:38:02 PM Chairman Schmitt

     Note: Sacre, Candace Sustained.
2:38:10 PM Chairman Schmitt

     Note: Sacre, Candace Anything else? Mr. Spenard?
2:38:17 PM Atty Spenard KYSEIA 

     Note: Sacre, Candace KYSEIA witnesses, move testimony/responses admitted.
2:38:37 PM Chairman Schmitt

     Note: Sacre, Candace All witnesses accepted and admitted.
2:39:06 PM Chairman Schmitt

     Note: Sacre, Candace Anything else?
2:39:17 PM Atty Blend Kentucky Power

     Note: Sacre, Candace Not for company.
2:39:22 PM Chairman Schmitt

     Note: Sacre, Candace Other parties?
2:39:23 PM Atty Fitzgerald Joint Intervenors

     Note: Sacre, Candace Happy Thanksgiving.
2:39:34 PM Chairman Schmitt

     Note: Sacre, Candace Order on scheduling, out tomorrow.
2:40:00 PM Chairman Schmitt

     Note: Sacre, Candace Data requests December 1, Responses December 9, Kentucky Power 
brief December 8, brief intervenors December 14, reply brief 
Kentucky Power December 17, case stand submitted 12:01 a.m. 
December 18.

2:40:52 PM Chairman Schmitt
     Note: Sacre, Candace Hearing adjoujrned.

2:41:06 PM Session Ended
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Ln No. Reference Filed Amount Revised
(1a) Test Year Retail Sales Revenues per Income Statement Section V, Schedule 4, Cell C7 531,745,982$     
(1b) Remove Capacity Charge and SSC Over/Under (Adj 1&7) 759,842$            
(1) Test Year Retail Sales Revenues 532,505,823$     

(R1) Staff 6-18 Allocation/Direct Assign Item (211,279.53)$  
(R2) Staff 4-65 Storm Normalization Adjustment W16 Revision (97,747)$  

(2) Proposed Increase to Revenue Requirement Section V, Schedule 1, Cell I47 70,096,743$       69,787,717$  

(3) Proposed Decrease in Capacity Charge Section II, Exhibit J (6,200,000)$        (6,200,000)$  

(4) Proposed Grid Modernization Rider Section II, Exhibit J 1,105,046$         1,105,046$  

(5) Total Increase  (Ln 2 + Ln 3 + Ln 4) 65,001,789$       64,692,762$  

Kentucky Power Company
Case No. 2020-00174

Test Year Ended March 31, 2020
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COMMONWEAL TH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY POWER 
COMPANY FOR APPROVAL OF A 
STIPULATION AND SETTLEMENT 
AGREEMENT RESOLVING STATE 
REGULATORY MATTERS 

0 R D  E R  

CASE NO. 2004-00420 

On October 25, 2004, Kentucky Power Company ("Kentucky Power") filed an 

application requesting the Commission to approve the terms and provisions of a 

Stipulation and Settlement Agreement ("Stipulation") among Kentucky Power, the Office 

of the Attorney General ("AG"), and Kentucky Industrial Utility Customers, Inc. ("KIUC"). 

A copy of the Stipulation is attached hereto as Appendix A. The Stipulation provides 

for: (1) an 18-year extension, through 2022, of a unit power agreement, whereby 

Kentucky Power purchases 15 percent of two generating units in Rockport, Indiana 

("Rockport"); (2) modifications to Kentucky Power's system sales clause tariff to provide 

for retail rate recovery of supplemental payments incurred to extend the Rockport unit 

power agreement; (3) modifications to Kentucky Power's system sales clause tariff to 

reflect as an expense the environmental costs attributable to off-system sales; and 

(4) establishing a schedule for Kentucky Power to file its next integrated resource plan 

("IRP"). 

The AG and KIUC requested and were granted full intervention. Kentucky Power 

published notice of the content of its application, as well as the date of the hearing, in 
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newspapers of general circulation in its service territory. A hearing was held at the 

Commission's offices on December 7, 2004. No member of the public appeared at the 

hearing, and no comments have been filed with the Commission in response to 

Kentucky Power's application. 

ROCKPORT PURCHASE POWER CONTRACT 

In approximately 1984, Kentucky Power entered into a wholesale power contract 

to purchase 15 percent of the output of Rockport Unit Nos. 1 and 2. These are coal

fired 1,300 MW generating units owned by an affiliate of Kentucky Power. The contract 

obligates Kentucky Power to pay for 15 percent of all costs associated with the two 

Rockport units and entitles Kentucky Power to receive 15 percent of the output of those 

units. The power purchased from Rockport Unit No. 1 is priced at cost of service, while 

the power purchased from Rockport Unit No. 2 is priced at the levelized cost of service 

over approximately 35 years to reflect a sale/leaseback transaction. Since each unit is 

1,300 MW, Kentucky Power's 15 percent share equates to 195 MW from each unit, for a 

total of 390 MW. 

Under the terms of the Stipulation, the Rockport purchase power contract will be 

extended through December 7, 2022. The current wholesale pricing for the power 

purchase will continue through the extended term of the contract, but there will also be 

an annual supplemental payment by retail ratepayers to Kentucky Power. This 

supplemental payment, as set forth in the Stipulation, will be $5.1 million annually in 

2005 through 2009, and then increases to $6.2 million annually in 2010 through 2021, 

and then decreases to $5,792,329 in 2022. Kentucky Power will be entitled to receive 

these annual supplemental payments in addition to the base retail rates established by 
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the Commission as being fair, just, and reasonable, and the supplemental payments will 

not be considered in establishing Kentucky Power's base retail rates. 

MODIFICATIONS TO THE SYSTEM SALES CLAUSE TARIFF 

Kentucky Power, along with four affiliated utilities, are members of the AEP-East 

Power Pool. Collectively, the members of this power pool have relatively low-cost coal

fired generation, and at times they are able to make significant quantities of power sales 

to non-affiliates. The net revenues from these off-system sales are shared on a 

proportionate basis among the members of the AEP-East Power Pool. Kentucky Power 

has historically received a relatively high level of revenue from these off-system sales, 

although the revenue level has varied annually. To ensure that ratepayers receive the 

benefits from those off-system sales, while also providing an incentive for Kentucky 

Power to maximize those sales, a system sales clause has been in effect for 

approximately 15 years. Under Kentucky Power's system sales clause, for each month 

that its net revenue from off-system sales exceeds the base amount included in base 

rates, 50 percent of the excess is credited to ratepayers. Similarly, for each month that 

its net revenue from off-system sales falls below the base amount, 50 percent of the 

shortfall is charged to ratepayers. On an annual basis, $11.3 million of net revenue 

from off-system sales is in Kentucky Power's base rates. 

The Stipulation proposes two modifications to the system sales clause. The first 

modification is to allow Kentucky Power to recover from retail ratepayers the 

supplemental annual payments tied to the 18-year extension of the Rockport purchase 

power contract. The supplemental annual payments will be recovered from all customer 

classes on a monthly kWh basis in accordance with the allocation methodology set forth 
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in the Stipulation. Due to annual variations in kWh sales, the system sales clause will 

also include a balancing factor which will be instituted after the first year and will be 

modified annually thereafter to prevent over-collection or under-collection of the 

supplemental payments. Kentucky Power will continue to collect the supplemental 

payments under the terms of the system sales clause until it files its next base rate 

case. At that time, Kentucky Power will propose a new tariff to collect the supplemental 

payments. This new tariff will maintain the same allocation methodology used in the 

system sales clause to collect the supplemental payments, and the AG and KIUC have 

agreed not to oppose the new tariff. Upon implementation of such a new tariff, the 

revisions to the system sales clause to recover the supplemental payments will be 

deleted. 

The second modification to the system sales clause is to allow Kentucky Power 

to deduct as an expense the environmental costs allocated to off-system sales under its 

environmental surcharge. Kentucky Power previously requested the Commission to 

amend its environmental surcharge to allow recovery of the environmental costs 

associated with off-system sales. The Commission denied that amendment upon 

finding that the environmental surcharge was properly allowing for the recovery of only 

those environmental costs associated with retail sales.1 The Commission further found 

in that case that, if Kentucky Power's net revenues from off-system sales were being 

1 Case No. 2000-00107, An Examination by the Public Service Commission of 
the Environmental Surcharge Mechanism of Kentucky Power Company d/b/a American 
Electric Power for the Six-Month Billing Periods Ending December 31, 1998 and 
December 31, 1999, and for the Two-Year Billing Period Ending June 30, 1999 (Order 
dated February 8, 2001 at 12, 14). 
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overstated due to its inability to deduct environmental costs as an expense, the remedy 

was for Kentucky Power to modify its system sales clause.2 

The Stipulation allows Kentucky Power to modify its system sales clause by 

deducting the environmental costs allocated to off-system sales under the 

environmental surcharge. 

INTEGRATED RESOURCE PLAN 

The Stipulation also provides that Kentucky Power will file a new IRP no later 

than June 30, 2009. This IRP will reflect the resources available to Kentucky Power as 

a "stand-alone" utility, as well as the resources available to it as a member of any 

power-pooling arrangement that is anticipated to exist during the period reflected in the 

IRP. The Stipulation further provides that this IRP will be subject to formal review by the 

Commission. In the event that authority is requested to change the resources that are 

currently available to Kentucky Power under the AEP-East Power Pool, Kentucky Power 

will file a new IRP earlier than June 30, 2009, if requested to do so by the AG, KIUC, or 

the Commission. 

DISCUSSION 

Kentucky Power owns two coal-fired generating units at its Big Sandy Generating 

Station in Louisa, Kentucky. Big Sandy Unit No. 1 has a capacity of 260 MW, while Big 

Sandy Unit No. 2 has a capacity of 800 MW, for a station total of 1,060 MW. When this 

capacity is combined with the 390 MW purchased from Rockport Unit Nos. 1 and 2, 

Kentucky Power has sufficient generation to satisfy its internal load during most of the 

hours of the year. During those limited hours when Kentucky Power is short on 

2 
� at 12. 
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capacity, it is able to purchase needed generation through the AEP-East Power Pool. 

The Commission has been concerned for some time about the 2004 expiration of the 

existing Rockport unit power contract due to the relatively low cost of that power 

compared to today's cost to either construct new generation or purchase that quantity of 

power in the wholesale market at competitive prices. Although the existing Rockport 

unit power contract has been priced at cost of service, the 18-year contract extension 

will include a supplemental payment to be retained by Kentucky Power. 

The Commission previously expressed serious concern about what had been for 

some time Kentucky Power's intent to meet its native load requirements by purchasing 

power at market-based prices rather than extending the Rockport unit power contract. 

In Administrative Case No. 387,3 the Commission found that: 

[R]eliance on power purchases that reflect market price 
volatility is not in the best interests of Kentucky consumers. 
AEP-KY must plan to meet its load by securing sufficient 
capacity that is not subject to market price volatility. Only by 
doing so will AEP-KY be able to maintain reasonable electric 
rates while mitigating to the extent possible market price and 
fuel price fluctuations.4 

Consistent with these Commission findings, Kentucky Power is now proposing a long

term extension of the Rockport unit power contract at a price that is not subject to 

market volatility. Although the price to be paid by retail customers for this power does 

reflect market forces since it is priced above cost of service, the price now being fixed 

will insulate retail ratepayers from the risk of future market price volatility. 

3 Administrative Case No. 387, A Review of the Adequacy of Kentucky's 
Generation Capacity and Transmission System (Order dated December 20, 2001 ). 

4 
liL at 34-35. 
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Based on the evidence of record and being otherwise sufficient advised, the 

Commission finds that the 18-year extension of the Rockport unit power contract under 

the terms and conditions set forth in the Stipulation is reasonable and should be 

approved. Extending the purchase of 390 MW of power from Rockport, when combined 

with the 1,060 MW from Big Sandy, will provide Kentucky Power sufficient capacity, at 

reasonable and fixed prices, to meet its native load during most of the hours throughout 

this decade, with any shortfalls in capacity being met by purchases from affiliates 

through the AEP-East Power Pool. 

The Commission further finds that the proposed modifications to Kentucky 

Power's system sales clause are reasonable. Kentucky Power had previously indicated 

that it was unwilling to extend the Rockport unit power contract and, as a wholesale 

power sale, the Commission has no jurisdiction to require the extension of that contract. 

Thus, the supplemental payment to Kentucky Power was a requisite for the 18-year 

contract extension. Even with this supplemental payment, the purchase price for the 

Rockport power is favorable compared to today's cost to construct new coal-fired 

generation. In recognition that all parties to this case have agreed that this 

supplemental payment should be recovered through Kentucky Power's system sales 

clause, the Commission will approve this modification. 

All parties have also agreed that the system sales clause should be modified to 

recover the environmental costs that are now excluded from recovery under Kentucky 

Power's environmental surcharge because they are allocated to off-system sales. The 

Commission previously found, in Case No. 2000-00107, that these environmental costs 

were more appropriate for recovery under Kentucky Power's system sales clause. The 
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Commission reaffirms that prior finding and will now approve the recovery of these costs 

under Kentucky Power's system sales clause. 

Finally, the Commission finds the proposal for Kentucky Power to file its next IRP 

no later than June 30, 2009 to be reasonable. Pursuant to the Commission's 

December 20, 2001 Order in Administrative Case No. 387, Kentucky Power is required 

to annually file schedules showing, among other things, its historic and projected peak 

demand figures, available capacities, and reserve margin. However, since these 

schedules reflect Kentucky Power on a stand-alone basis, they do not truly present 

Kentucky Power's ability to meet its native load requirements as a member of the AEP

East Power Pool. Consequently, Kentucky Power agreed, as part of the Stipulation, 

and subsequently affirmed at the hearing, that its annual filings pursuant to 

Administrative Case No. 387 will also include schedules showing the current and 

projected demands, generating resources, and reserve margins for the AEP-East Power 

Pool. With this information, the Commission will be in a better position to more 

accurately gauge Kentucky Power's need and timing for additional generating capacity. 

IT IS THEREFORE ORDERED that: 

1. The terms and provisions of the Stipulation filed by Kentucky Power are 

approved. 

2. Kentucky Power's proposed modifications to its system sales clause tariff 

set forth in First Revised Sheet Nos. 19-1 and 19-2 are approved for service rendered 

on and after the date that Kentucky Power receives all necessary regulatory approvals 

for the 18-year extension of its unit power contract to purchase 15 percent of Rockport. 
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3. Kentucky Power shall file its next IRP no later than June 30, 2009, 

reflecting both the resources available to it as a standMalone company, as well as the 

resources available to it as a member of any thenManticipated power pool. 

4. All future annual responses by Kentucky Power to the December 20, 2001 

Order in Administrative Case No. 387 shall include information on both Kentucky Power 

individually and the AEP-East Power Pool. 

Done at Frankfort, Kentucky, this 131h day of December, 2004. 

By the Commission 

ATIEST: 

� 
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APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2004-00420 DATED December 13, 2004. 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE 

PUBLIC SERVICE COMMISSION OF KENTUCKY 

IN THE MATTER OF: 

APPLICATION OF KENTUCKY POWER 
COMP ANY FOR APPROVAL OF A STIPULATION 
AND SETTLEMENT AGREEMENT RESOLVING 
STATE REGULATORY MATTERS 

STIPULATION AND SETTLEMENT AGREEMENT 

) 

) 
) P.S.C. CASE No. 04-__ 
) 

AMONG KENTUCKY POWER COMPANY, KENTUCKY INDUSTRIAL 
UTILITY CUSTOMERS, INC. AND OFFICE OF ATTORNEY GENERAL, 
OFFICE OF RATE INTERVENTION 

-1$,--
This Stipulation and Settlement Agreement is made as of OctoberZO , 2004, by 

and among the Kentucky · Office of Attorney General, Office of Rate Intervention 
("'KOAG"); Kentucky Industrial Utility Customers, Inc. ("KIUC") 1 (the KOAG and 
KIUC are collectively referred to herein as the "Kentucky Parties"); and Kentucky Power 
Company ("Kentucky Power.") These entities are sometimes individually referred to 
herein as a "Party" or collectively as "Parties". 

WITNESSETH: 

WHEREAS, on December 20, 2001 the Parties and the Public Service Commission 
of Kentucky ("Kentucky PSC") entered into a Settlement Agreement to resolve two 
proceedings then pending before the Federal Energy Regulatory Commission C'FERC"): 
Docket No. ECOl-130-000 and Docket No. EROI-2668-000; 

WHEREAS, among the issues before FERC in Docket No. ECOl-130-000 was a 
Section 203 Application by American Electric Power Service Corporation to transfer 
certain jurisdictional assets among American Electric Power Company, Inc. ("AEP") 
subsidiaries in connection with AEP' s proposed restructuring plan; 

WHEREAS, in the negotiations leading to the December 20, 2001 Settlement 
Agreement the Parties addressed state regulatory issues including: 

1 KIUC consists of AK Steel Corporation; Air Products & Chemicals, Inc.; Marathon Ashland Petroleum 
LLC; Calgon Carbon; and Specialty Metals Corporation. 
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( a) Kentucky Power's need for additional capacity beyond the 
December 31, 2004 expiration of the Unit Power Supply Agreement ("UPSA") between 
American Electric Generating Company ("AEGCo") and Kentucky Power for 195 MW 
of Rockport Unit No. 1 and 195 MW of Rockport Unit No. 2;. 

(b) Resolution of Kentucky Power's claim against AK Steel 
Corporation for late payment charges claimed due then pending in P.S.C. Case No. 2000-
428, Kentucky Power Company dlb/a American Electric Power v. AK Steel Corporation; 

(c) The date for filing by Kentucky Power of its next Integrated 
Resource Plan pursuant to 807 KAR 5:058; 

(d) The amendment of Kentucky Power's System Sales Clause to 
permit the offset against system sales revenues of the environmental costs currently 
allocated to Non-Associated Utilities in calculating Kentucky Power's environmental 
surcharge pursuant to KRS 278.183; 

( e) The setting of Kentucky retail rates in connection with the 
extension of the UPSA for 195 MW of Rockport Unit No. 1 and 195 MW of Rockport 
Unit No. 2. 

WHEREAS, as part of the December 20, 2001 Settlement Agreement the Parties 
agreed to a settlement of the state regulatory issues, subject to approval by the Kentucky 
PSC; 

WHEREAS, as part of the December 20, 2001 Settlement Agreement the Parties 
and the Kentucky PSC agreed that extending the UPSA between AEGCo and Kentucky 
Power for 195 MW of Rockport Unit No. 1 for five years beyond its December 31, 2004 
expiration date was in the best interest of Kentucky Power and its ratepayers; 

WHEREAS, as a further part of the December 20, 2001 Settlement Agreement the 
Parties and the Kentucky PSC agreed that extending the UPSA between AEGCo and 
Kentucky Power for 195 MW of Rockport Unit No. 2 until the December 7, 2022 end of 
the lease agreement dated as of December 1, 1989 between Wilmington Trust Company 
as Lessor and AEGCo was in the best interest of Kentucky Power and its ratepayers; 

WHEREAS, on December 17, 2002 the Kentucky PSC approved the December 20, 
2001 Settlement Agreement, finding that the extension of the UPSA for Rockport Unit 
No. 1 and Rockport Unit No. 2 was in the best interest of Kentucky Power and its 
ratepayers; 

WHEREAS, the corporate restructuring and transfer of assets was never 
consummated; 

WHEREAS, the Commission in its March 29, 2004 and May 29, 2004 Orders in 
Administrative Case No. 387, In the Matter of: A Review of the Capacity of Kentucky's 

2 
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Generation and Transmission System, directed Kentucky Power to continue to seek 
extensions of the UPSA for Rockport Unit No. 1 and Rockport Unit No. 2; 

WHEREAS, the Parties believe that extension of the UPSA for 195 MW of 
Rockport Unit No. 1 and for 195 MW of Rockport Unit No. 2 is in the best interest of 
Kentucky Power's ratepayers and will enable Kentucky Power to secure long-term low
cost, coal-fired base load generation; 

WHEREAS, the Parties agree that the additional revenues set out in Section 
III(a)(l )  and Section III(a)(2) of this Stipulation and Settlement Agreement are fair, just 
and reasonable consideration for the extension of the UPSA for Rockport Unit No. 1 and 
Rockport Unit No. 2 and the resolution of the other matters considered herein, and that 
the rates imposed to recover the additional revenues are fair, just and reasonable rates; 

WHEREAS, the Parties agree that the state regulatory issues that were the subject 
of the December 20, 2001 Settlement Agreement should be resolved; 

WHEREAS, the Parties have engaged in good faith negotiations to resolve the 
matters set forth below; 

Now THEREFORE, the Parties have reached a settlement and agree as follows: 

I. ROCKPORT UNIT NO. 1 CAPACITY 

1. The UPSA between Kentucky Power and AEGCo for 195 MW of 
Rockport Unit No. 1 will be extended beyond the current expiration date, which is 
December 3 1 ,  2004. The UPSA for 1 95 MW of Rockport Unit No. 1 will be extended 
until the expiration of the lease agreement for Rockport Unit No. 2 between Wilmington 
Trust Company as Lessor and AEGCo, which expires December 7, 2022. All other terms 
and provisions of the existing UPSA will continue through December 7, 2022. Except as 
provided in Section VI(3) of this Stipulation and Settlement Agreement neither Kentucky 
Power nor any of its affiliates, nor any party to this Stipulation and Settlement Agreement 
will seek to have the UPSA terminated before its new expiration date of December 7, 
2022. 

II. ROCKPORT UNIT NO. 2 CAPACITY 

1. The UPSA between Kentucky Power and AEGCo for 195 MW of 
Rockport Unit No. 2 will be extended until the expiration of the lease agreement for 
Rockport Unit No. 2 between Wilmington Trust Company as Lessor and AEGCo, which 
expires December 7, 2022. All other terms and provisions of the existing UPSA will 
continue through December 7, 2022. Except as provided in Section VI(3) of this 
Stipulation and Settlement Agreement neither Kentucky Power nor any of its affiliates, 
nor any party to this Stipulation and Settlement Agreement will seek to have the UPSA 
terminated before its new expiration date of December 7, 2022 . 

3 
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III. ADDITIONAL REVENUES 

1 .  In consideration of the benefits conferred by the extension of the UPSA 
and other matters resolved herein, all Parties further agree not to oppose an 
application by Kentucky Power to the Kentucky PSC to amend its retail tariffs to 
permit Kentucky Power to collect additional retail revenues as follows: 

( a) Kentucky Power shall collect $5 . 1  million in additional revenue 
each year of this Stipulation and Settlement Agreement for the five years 
beginning January 1 of 2005 through 2009; 

(b) Kentucky Power shall collect a further increase in additional 
annual revenues of $ 1 . 1  million (yielding a combined total increase in annual 
revenue of $6.2 million) each year for the approximately thirteen years beginning 
January 1 · of 20 10 through December 7, 2022, except that the additional revenues 
for the year beginning January 1, 2022 shall be $5,792,329 (341/365 of $6.2 
million.) 

(c) Following approval of the retail rate adjustments set forth in 
Section ill(l)(a) and Section ill(l)(b) of this Stipulation and Settlement 
Agreement Kentucky Power will: 

(i) implement those rate adjustments by revising its monthly 
System Sales Clause Schedule filed with the Kentucky PSC in the fashion 
illustrated on Exhibit 1 to this Stipulation and Settlement Agreement. The 
increased annual revenues will be generated by two different kWh rates. The first 
rate will be for all customers except the CIP-TOD tariff customers and the second 
kWh rate will be for the CIP-TOD tariff customers. The kWh rate to be applied 
to each of these two customer class groups shall be sufficient to generate that 
portion of the total increase in annual revenues required under this Stipulation and 
Settlement Agreement equal to the percentage of total annual revenues produced 
by each of the two customer class groups (CIP-TOD and all other tariffs) for the 
twelve months ending June 30, 2004 and for each twelve month period thereafter 
during which the revenues are collected through the system sales tracker. 

(ii) calculate each calendar year during the period between 
January 1 ,  2005 and the effective date of the Company's  next change in retail 
base rates a Balancing Adjustment Factor (BAF) in the same manner as the 
Company does for the current Net Merger Savings Credit tariff and include the 
factor in the combined System Sales Clause factor as shown on Exhibit 1 to this 
Stipulation and Settlement Agreement. 

(d) In any retail rate case pursuant to KRS 278. 1 90 or KRS 278.260 
following approval by the Kentucky PSC of the retail rate adjustments set forth in 

4 
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Section IIl( l )(a) and Section IIl(l )(b) of this Stipulation and Settlement 
Agreement the Parties agree that: 

(i) the additional revenues collected by Kentucky Power from 
the retail rate adjustments set forth in Section III(l )(a) and Section III(l )(b) of this 
Stipulation and Settlement Agreement will not be considered by the Kentucky 
Public Service Commission in establishing Kentucky Power's retail base rates. In 
any such retail rate case Kentucky Power shall be permitted to exclude from the 
test year period the revenues collected pursuant to Section III(l)(a) and III( l)(b) 
of this Stipulation and Settlement Agreement; 

(ii) Kentucky Power shall collect the additional revenues as set 
forth Section III(l )(a) and Section III{ l)(b) of this Stipulation and Settlement 
Agreement in addition to such base retail rates established by the Kentucky PSC. 
The costs associated with the underlying Rockport Unit 1 and 2 UPSA will 
continue to be included in base rates; 

(iii) Kentucky Power will develop, and the other Parties will not 
oppose, a new tariff that provides for the receipt by Kentucky Power of the 
additional revenues as described in Section III(l)(a) and III(l )(b) of this 
Stipulation and Settlement Agreement that will allow the Company to receive the 
additional revenue amount in addition to its base rates and other charges. Such 
new tariff will be consistent with the revenue allocation and rate design principles 
set forth in this Agreement. Such new tariff will include two different rates, one 
for CIP-TOD tariff customers and one for all other tariff customers. The 
allocation of the additional revenues to be collected from the CIP-TOD tariff 
customers and all other tariff customers will be based upon the total annual 
revenue of each of the two customer classes. Once the additional revenues have 
been allocated between the two customer classes based upon total annual 
Kentucky retail revenue, the additional revenue will be collected within the two 
customer classes (CIP-TOD and all other tariffs) on a k:wh basis. 

(e) In the first retail base rate case pursuant to KRS 278 . 190 or KRS 
278.260 following approval by the Kentucky PSC of the retail rate adjustments 
set forth in Section III{l )(a) and Section III(l )(b) of this Stipulation and 
Settlement Agreement the Parties agree that the modification of the System Sales 
Clause under Section III(l )( c) of this Stipulation and Settlement Agreement to 
permit the receipt by Kentucky Power of the additional revenues shall be 
eliminated upon the implementation by the Kentucky PSC of the provisions of 
Section III( d) of this Stipulation and Settlement Agreement. 

(f) This Stipulation and Settlement Agreement is made upon the 
express agreement by the Parties that the receipt by Kentucky Power of the 
additional revenues called for by Section ill( l )(a) and III( l)(b) shall be accorded 
the ratemaking treatment set out in this Section III. In any proceeding affecting 

5 

Company Hearing Exhibit 2 
Page 15 of 25



the rates of Kentucky Power during the extension of the UPSA under this 
Stipulation and Settlement Agreement, the provisions of this Section III are an 
express exception to Section VI(4) of this Stipulation and Settlement Agreement. 

IV. INTEGRATED RESOURCE PLAN 

1 .  The Parties agree that Kentucky Power will submit an Integrated Resource 
Plan ("JRP") to the Kentucky PSC no later than June 30, 2009. The filing shall reflect the 
resources available to Kentucky Power. The filing shall also reflect the resources 
available to Kentucky Power as a member of any pool arrangement that Kentucky Power 
expects to exist during the period reflected in the IRP. The Kentucky Public Service 
Commission will initiate a formal review of that IRP and issue an order setting forth its 
findings and conclusions. 

2. Notwithstanding the provisions of Section IV(l)  of this Stipulation and 
Settlement Agreement, within 120 days of filing with FERC an application to amend the 
AEP-East Interconnection Agreement to change the generation resources available to 
Kentucky Power under the AEP-East Interconnection Agreement the Parties and the 
appropriate members of the Staff of the Kentucky PSC shall meet and confer concerning 
the need for Kentucky Power to file an IRP prior to June 30, 2009. If after such 
discussions one or more of the Parties or the Staff of the Kentucky PSC in good faith 
requests that Kentucky Power make an IRP filing in conformity with Section IV(l)  of 
this Stipulation and Settlement Agreement Kentucky Power shall do so within 90 days of 
receiving such request. 

3 .  During the period of the extension of the Rockport UPSA required under 
this Stipulation and Settlement Agreement, Kentucky Power shall provide in connection 
with its annual filing pursuant to the Kentucky PSC's December 20, 2001 Order in 
Administrative Case No. 387 that information provided in Kentucky Power's Integrated 
Resource Plan concerning the combined load and resources of the parties to the AEP 
Interconnection Agreement and Kentucky Power. 

V. ENVIRONMENT AL COSTS 

1 .  All Parties agree not to oppose an application by Kentucky Power seeking 
approval by the Kentucky PSC for the environmental costs currently allocated to Non
Associated Utilities as required by the Kentucky Public Service Commission in Kentucky 
Power's environmental surcharge pursuant to KRS 278.183 to be reflected in Kentucky 
Power's monthly filing of the System Sales Clause Schedule as shown on Exhibit 2 to 
this Stipulation and Settlement Agreement. This change in the recovery of such 
environmental costs will occur on the effective date of the Kentucky PSC's order 
approving the terms of this Stipulation and Settlement Agreement. When Kentucky 
Power's base rates are next changed by order of the Kentucky PSC, the appropriate 
ratemaking treatment for the environmental costs allocated to Non-Associated Utilities 
may be addressed by the Kentucky Public Service Commission. 

6 
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VI. PROCEDURAL TERMS 

1 .  The parties will not oppose in proceedings before the Kentucky PSC or 
FERC or on appeal the issuance of an Order by the Kentucky PSC or FERC approving 
the terms of this Stipulation and Settlement Agreement. 

2. The terms of this Stipulation and Settlement Agreement are expressly 
conditioned upon: 

(a) the approval by the Kentucky PSC and by any court reviewing 
such action of the Stipulation and Settlement Agreement and all supporting or related 
tariff filings without any change or condition that is unacceptable to the Parties; 

(b) the approval by FERC and by any court reviewing such action of 
the extension of the UPSA without any change or condition that is unacceptable to the 
Parties; 

(c) the receipt without any change or condition that is unacceptable to 
the Parties of all approvals from or non-objections by FERC and any state regulatory 
bodies exercising jurisdiction over other AEP operating companies, and any court 
reviewing such action, required to implement the terms of this Stipulation and Settlement 
Agreement. 

3. If at any time prior to the expiration of the extension of the UPSA under 
this Stipulation and Settlement Agreement the Kentucky PSC or its successor enters an 
Order that prevents Kentucky Power from charging rates consistent with the provisions of 
Sections IIl( l)(a), Section ill(l )(b), III(l )(d)(i) and III( l )(d)(ii) of this Stipulation and 
Settlement Agreement Kentucky Power may, upon 120 days notice to the Commission 
and the parties to this Stipulation and Settlement Agreement, begin legal or regulatory 
proceedings necessary to terminate the extension of the UPSA and withdraw from all 
other obligations under this Agreement. During any such proceedings no Party to this 
Stipulation and Settlement Agreement shall make any arguments nor take any position 
inconsistent with the provisions of this Stipulation and · Settlement Agreement. During 
the 120 day notice period the Kentucky PSC shall be authorized to cure any 
noncompliance with this Agreement. 

4. This Stipulation and Settlement Agreement further is made upon the 
express understanding that it constitutes a negotiated settlement, and except as otherwise 
expressly provided for herein to effectuate this Stipulation and Settlement Agreement, no 
Party shall be deemed to have agreed to any ratemaking principle, precedent or policy, 
nor shall any party be deemed to have agreed or consented to any matter not expressly 
stated in this Stipulation and Settlement Agreement. Nothing in this Paragraph is 
intended to prevent the admission of this Stipulation and Settlement Agreement as 
evidence in any proceeding in which it is relevant. 

7 

Company Hearing Exhibit 2 
Page 17 of 25



5 .  In the event the conditions set forth in Section VI(2) of this Stipulation 
and Settlement Agreement are not satisfied the Parties, upon notice by any Party, shall 
meet with appropriate members of the Kentucky PSC Staff and in good faith discuss 
amendments of this Stipulation and Settlement Agreement, if any, that are satisfactory to 
the Parties. If, despite such good faith discussions, the Parties are unable to agree upon 
amendments within 30 days of the commencement of such discussions or such longer 
period as mutually agreed, then this Stipulation and Settlement Agreement shall become 
void and of no effect. 

IN WITNESS WHEREOF, the Parties have caused this Stipulation and Settlement 
Agreement to be signed by their duly authorized officers and representatives as of the 
date first written above. 

8 
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Agreed to and Accepted: 

Kentucky Power Company 

By: 

Name: Errol K Wagner 

Title: Assistant Secretary 
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Agreed to and Accepted: 

Kentucky Industrial Utility Customers, Inc. 

By: 

10  
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Agreed to and Accepted: 

Office of Attorney General, Office of Rate Intervention 

1 1  
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Exhibit 1 

Exhibit I illustrates Page 1 of 2 of the revised monthly System Sales Clause 

Schedule that Kentucky Power will file with the Public Service Commission of Kentucky 

to collect $5 . 1  million in the first five years and $6.2 million in years six through eighteen 

in additional revenues in consideration of the agreements reached in this Stipulation and 

Settlement Agreement. Collecting $5 . 1  million in years 1-5 and $6.2 million in years 6-

1 8  will result in Kentucky Power collecting approximately $106 .1  over the 18-year 

period. The revised System Sales Clause Schedule includes three new lines. 

Line 8, entitled "State Issues Settlement Factor," will be a fixed amount equal to 

$0.000847 for all customers except the CIP-TOD customers and $0.000500 for CIP-TOD 

customers. Line 9, entitled "State Issues Settlement BAF," will be calculated once a year 

until the Company's effective date of a change in base rates. The purpose of the BAF 

factor is to collect or refund any difference between the actual amount collected and $5 . 1  

million or $6.2 million whichever is in effect. Line 10, entitled "Net System Sales Clause 

Factor - $ kWh," will be the combined result of line 7 "System Sales Clause Factor", line 

8 "State Issues Settlement Factor" and line 9 "State Issues Settlement BAF". 

Page 1 of 2 of the revised monthly System Sales Clause Schedule will be in the 

following format: 

12 
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Kentucky Power Company 

System Sales Clause Schedule 
Case No. 9061 and 

Stipulation and Settlement Agreement 

Line 
No. 

1 Current Month (Tm) Net Revenue 

2 Base Month (Th) Tariff Sheet No. 19-1  Net Revenue Level 

3 Increase (Decrease) of System Sales Net Revenue 

4 Customer 50% Sharing 

5 Customer Share of Increase (Decrease) in System Sales Net 
Revenue 

6 Current Month (Sm) Sales Level 

7 System Sales Clause Factor - $/kWh* 

8 State Issues Settlement Factor 

9 States Issues Settlement BAF 

10 Net System Sales Clause Factor - $ kWh 

*This factor is a credit to the customer when current month net revenue 
levels exceed the base month; and a charge when current month net 
revenue levels are below the base month. 

Effective Date for Billing: 

Submitted by: 
Signature 

Title: 

Date Submitted: 

1 3  

(+) 

(-) 

(x) 50% 

(/) 

All Other CIP-TOD 
Customers Customers 

(+) $0.000847 $0.000500 

(+) $0.000000 $0.000000 

(=) 
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Exhibit 2 

Exhibit 2 illustrates Page 2 of 2 of the revised monthly System Sales Clause 

Schedule that Kentucky Power will file with the Public Service Commission to reflect 

Kentucky Power's environmental surcharge pursuant to KRS 278.1 83 in accordance with 

Section V(l) of this Stipulation and Settlement Agreement. Specifically, on page 2 of 2 

of the Schedule, Kentucky Power will add a new line (Line 6) entitled "Non-Associated 

Utilities Monthly Environmental Costs". Line 4 ("Sales for Resale Expense") and Line 5 

("Interchange-Delivered Expense") will be added to Line 6 ("Non-Associated Utilities 

Monthly Environmental Costs") to arrive at Line 7 ("Total System Sales Expenses"). 

"Total System Sales Revenues" (Line 3) less "Total System Sales Expenses" (Line 7) 

will determine "Total System Sales Net Revenue" (Line 8) for the current month. Line 8 

will be carried over to Page 1 of 2 of the Schedule, Line l ("Current Month (Tm) Net 

Revenue Level"), to be used in calculating the monthly "System Sales Clause Factor - $ 

kWh" (Line 9) on that page. Page 2 of 2 of the revised monthly System Sales Clause 

Schedule will be in the following format: 

14  
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Kentucky Power Company 

System Sales Clause Net Revenue 

Month Ended 
---------

Line 
No. 

1 Sales for Resale Revenues 

2 Interchange-Delivered Revenues 

3 Total System Sales Revenues 

4 Sales for Resale Expenses 

5 Interchange-Delivered Expenses 

6 Non-Associated Utilities Monthly 
Environmental Costs* 

7 Total System Sales Expenses 

8 Total System Sales Net Revenue 

*Source: ES Form 1 .0, Line 3 
ES Form 3 .3, Line 4 

CURRENT 
MONTH 

PRIOR MO. 
TRUE-UP 
ADJUSTMENT 

Non-Associated Environmental Costs 

1 5  

TOTAL 
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COMMONWEAL TH 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) 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 ) 

ORDER 

CASE NO. 
2017-00179 

Kentucky Power Company ("Kentucky Power''), a wholly owned subsidiary of 

American Electric Power Company, Inc. ("AEP") is an electric utility that generates, 

transmits, distributes, and sells electricity to approximately 168,000 consumers in all or 

portions of 20 counties in eastern Kentucky. 1 Kentucky Power owns and operates a 

285-megawatt ("MW") gas-fired steam-electric generating unit in Louisa, Kentucky, and

owns and operates a 50 percent undivided interest in a coal-fired generating station in 

Moundsville, West Virginia; Kentucky Power's share consists of 780 MW. Kentucky 

Power obtains an additional 393 MW from Rockport (Indiana) Plant Generating Units 

No. 1 and No. 2 under a unit power agreement ("Rockport UPA"). Kentucky Power's 

transmission system is operated by PJM Interconnection, LLC ("PJM"), a regional 

1 Application at 2. Kentucky Power also furnishes electric service at wholesale to the Cities of 
Olive Hill and Vanceburg, Kentucky. 
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electric grid and market operator. Kentucky Power's most recent general rate increase 

was granted in June 2015 in Case No. 2014·00396.2 

BACKGROUND 

On April 26, 2017, Kentucky Power filed notice of its intent to file an Application 

("Application") for approval of an increase in its electric rates based on a historical test 

year ending February 28, 2017. By Order entered May 24, 2017, the Commission 

granted Kentucky Power's motion to deviate from certain filing requirements, which 

Kentucky Power requested in order to obtain additional time to review its Application 

before its proposed filing date of June 28, 2017. 

Kentucky Power tendered its Application on June 28, 2017, which included new 

rates to be effective on or after July 29, 2017, based on a request to increase its electric 

revenues by $65,387,987, or 11.80 percent. On August 7, 2017, Kentucky Power 

supplemented its Application to reflect the impact of refinancing of certain debts in June 

2017, which reduced Kentucky Power's requested annual increase in revenues to 

$60,397,438. In its Application, Kentucky Power also requested approval of its 

environmental compliance plan, and proposed to revise, add, and delete various tariffs 

applicable to its electric service. After Kentucky Power cured filing deficiencies, its 

Application was deemed filed as of July 20, 2017. To determine the reasonableness of 

these requests, the Commission suspended the proposed rates for five months from 

their effective date, pursuant to KRS 278.190(2), up to and including January 18, 2018. 

2 Case No. 2014-00396, Application of Kentucky Power Company for: (1) A General Adjustment 
of Its Rates for Electric Service; (2) An Order Approving Its 2014 Environmental Compliance Plan; (3) An 
Order Approving Its Tariffs and Riders; and (4) An Order Granting All Other Required Approvals and 
Relief (Ky. PSC June 22, 2015) ("Case No. 2014-00396, Final Order''). 

Case No. 2017·00179 
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The fo l lowing parties requested and were granted fu l l  i ntervention :  the Attorney 

General of the Commonwealth of Kentucky, by and th rough h is  Office of Rate 

I ntervent ion ("Attorney General") ; Kentucky I ndustrial Ut i l ity Customers ,  I nc .  ("KI UC") ; 

Kentucky School Boards Associat ion ("KSBA") ; Kentucky League of Cit ies ("KLC") ; 

Kentucky Commercial Ut i l i ty Customers ,  I nc .  ("KCUC") ; Kentucky Cable 

Telecommun icat ions Association ("KCTA") ; and Wal-Mart Stores East ,  LP and Sam's 

East, I nc .  (jo int ly , 'Walmart'' ) . 

By order entered on J u ly 1 7 , 20 1 7 , the Commiss ion estab l ished a procedura l  

schedule that provided for discovery, i ntervenor test imony, rebuttal testimony from 

Kentucky Power,3 a formal evident iary hearing ,  and an opportun ity for the parties to f i le 

post heari ng briefs .4 On October 26, 20 1 7 , and November 7 ,  20 1 7 , an i nformal 

conference (" I C") was he ld at the Commiss ion 's off ices to d iscuss procedural matters 

and the possib le resolut ion of pend ing issues.  A l l  parties partic ipated in  the IC  he ld on 

October 26, 20 1 7 , with the exception of KCTA, who engaged in  separate d iscuss ions 

wi th Kentucky Power regard ing poss ib le resolut ion of issues perta in ing to the Cab le 

Televis ion Po le Attach ment Tariff ("Tariff C .A .T .V .") The Attorney General did not 

attend the November 7 ,  20 1 7  IC due to a schedu l i ng conf l ict ,  but i nd icated that the IC  

shou ld proceed as  schedu led .  At t he  November 7 ,  20 1 7  IC ,  t he  parties i n  attendance , 

3 On October 1 1 ,  201 7 ,  the Attorney Genera l  f i led a motion to amend the procedu ral schedule to 
permit him to fi le rebutta l testimony. Kentucky Power and KLC each f i led responses in opposition .  By 
order issued October 24 ,  20 1 7, the Comm ission found the Attorney General fai led to establ ish good 
cause to amend the procedu ral schedule and denied the Atto rney Genera l 's motion. 

4 The Commission conducted publ ic meetings in Kentucky Power's service territory on November 
2 ,  20 1 7, i n  Prestonsburg , Kentucky; on November 6 ,  201 7, i n  Hazard , Kentucky; and on November 8,  
20 1 7, in Ashland , Kentucky. 

-3- Case No .  20 1 7-00 1 79 
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with the exception of KCUC, arrived at an agreement i n  pr inc ip le for the resolut ion of the 

issues raised i n  th is case.  

On November 22 , 20 1 7 , Kentucky Power, K IUC,  KLC, KSBA, KCTA, and 

Walmart ("Sett l i ng l ntervenors") f i led a Sett lement Agreement ("Sett lement'') that 

addressed a l l  of the issues raised in th is  p roceeding.  The Attorney General and KCUC 

are not s ignatories to the Sett lement .  The Sett lement is attached as Appendix A to th is 

Order. 

Because the Sett lement was not unan imous,  the December 6 ,  20 1 7 , evidentiary 

heari ng was he ld as schedu led for the pu rposes of hearing test imony i n  support of the 

Sett lement and on contested issues .  On January 5 ,  20 1 8 , Kentucky Power, the 

Attorney Genera l ,  KI UC ,  and KCUC f i led the i r  respective post hearing b ri efs . The 

matter now stands submitted to the Commission for a dec is ion . 

SETTLEMENT AGREEMENT 

The Sett lement ref lects the agreement of the parties , except for the Attorney 

General and KCUC,  on a l l  issues raised in th is case . The majo r substantive areas 

addressed in the Sett lement are as fol low: 

• Kentucky Power's e lectric reta i l  revenues should be i ncreased by 

$3 1 ,780 ,734 , effective January 1 9 , 20 1 8 .5 This amount consists of a base rate revenue 

reduct ion of  $28 ,6 1 6 ,704 from the $60 ,397 ,438 requested in Kentucky Power's August 

7 ,  20 1 7 supp lemental f i l i n g .  

5 Sett lement, paragraphs 2(a) and 1 7 . 
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• Estab l ishment of deferra l  mechan isms for $50 m i l l ion i n  non-fue l ,  non-

envi ronmental Rockport UPA expenses .6 

• Amendment of the Purchase Powe r Adjustment tariff ("Tariff P .P .A .") to 

recover incremental PJ M Open Access Transmission Tariff ("OA TI") Load Serving 

Entity ("LSE") charges and cred its above or be low net PJM OA TI LSE charges and 

cred its i n  base rates .7 

• Amendment of Tariff P . P .A. as described i n  the D i rect Testimony of Alex 

E .  Vaughan ("Vaughan D i rect Test imony") to col lect from , or credit to, customers the 

amount of pu rchased powe r costs that are exc luded from recovery th rough the Fuel  

Adjustment Clause ("FAC") , and gains and losses f rom i nc idental sa les of natu ra l  gas 

pu rchased for use at Big Sandy Un it 1 ,  but not used or stored . 0 

rates.9 

• Estab l ishment of 20-year se rvice l ife for B ig Sandy Un it 1 for depreciation 

• Estab l ishment of a retu rn on equ ity of 9 .  75 percent . 1 0  

• Agreement to lowe r the Kentucky Econom ic Deve lopment Su rcharge rate 

("Tariff K . E . D .S . ") for resident ia l customers and i ncrease the rate for non- res ident ia l 

customers ,  with match ing contr ibut ion by Kentucky Powe r . 1 1 

6 Id. at paragraph 3 .  

7 Id. at parag raph 4 .  

6 Id. at paragraph 6. 

9 Id. at paragraph 7. 

1 0 Id. at pa rag raph 8 .  

1 1  Id. at parag raph 1 0 . 
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• Agreement to cont i nue Tariff K- 1 2  School as a pe rmanent custome r  class 

i nstead of a p i lot rate . 1 2 

• Agreement that Kentucky Power wi l l  not request a general adj ustment of 

base rates for rates that wou ld be effective p rior  to the Jan uary 202 1 b i l l i ng cyc le .  1 3 

• I ncrease Kentucky Powe r's customer charge for Residential Service 

customers to $ 1 4 .00 per month . 1 4 

CONTESTED REVENUE REQU I REMENT AN D REVENUE ALLOCATION ISS U ES 

Kentucky Power proposed an annua l  i ncrease i n  its e lect ric revenues of 

$60 ,397,438 in  its August 7 ,  20 1 7 supp lemental f i l i ng .  Th rough test imony, the Attorney 

Genera l  contended that Kentucky Power shou ld be a l lowed to increase its e lectric 

revenues by $39 . 9  m i l l i on . 1 5 Th rough test imony, KCUC contended that the revenue 

al location contained in  the Sett lement does not provide fai r  or  reasonab le t reatment for 

customers in  the Large General Service class ("Tariff L .G .S . " ) . Because the parties 

have not reached a u nan imous sett lement on the increase in  reven ues , the Commission 

must conside r the evident iary record on these issues as p resented by Kentucky Power, 

the Attorney General , and KCUC ,  and render a decis ion based on a determinat ion of 

Kentucky Power's cap ital , rate base , operat ing reven ues,  operat ing expenses ,  and 

revenue al location ,  as would be done i n  a fu l ly l it i gated rate case 

1 2  Id. at parag raphs 1 2 1 3 . 

1 3 Id. at parag raph 5 .  

1 4 Id. at parag raph 1 6. 

1 5 Direct Testimony of Ralph C. Smith ("Sm ith Test imony'') at 1 2 . 
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TEST PERIOD 

Kentucky Power proposed the  1 2-month pe riod end ing  Feb ruary 28 ,  20 1 7 , as  the 

test period for determ in ing  the reasonableness of its p roposed rates .  None of the 

l ntervenors contested the use of this period as the test period . The Commission f inds it 

is reasonable to use the 1 2 -month period end ing February 28,  201 7 ,  as the test period 

in th is case. Due to the t im ing of Kentucky Powe r's f i l i ng ,  the 1 2-month period ending 

February 28 , 20 1 7 , is the most recent feasib le period to use for setti ng rates and,  

except for the adjustments app roved he re in ,  the revenues and expenses incu rred 

du ring that period are ne ither  un usual nor extraord inary. 1 6  I n  us ing th is h istoric test 

period , the Com mission has g iven fu l l  cons iderat ion to approp riate known and 

measu rable changes. 

RATE BASE 

Ju risd ictional Rate Base Ratio 

Kentucky Power proposed a test-year-end Kentucky ju risd ict ional rate base of 

$ 1 ,323 ,494 ,246 . 1 7  The Kentucky ju risd ict iona l  rate base is d iv ided by Kentucky Power's 

test-year-end total company rate base to derive the Kentucky ju risd ict ional rate base 

rat io ("j u risd ict ional rat io") . This ju risd i ct ional rat io is then appl i ed to Kentucky Power's 

total company capital izat ion to derive the Kentucky ju r isd ict ional cap ital izat ion . The 

ju risdictiona l  rat io uses the test-year-end rate base before any ratemaking adjustments 

1 6 On May 22 ,  201 7,  Kentucky Power fi led a motion to deviate from f i l ing requirement 807 KAR 
5:00 1 , Section 1 2 ( 1  ) ( a) ,  wh ich requ i res the subm ission of a detai led f inancial exhib i t  for the 1 2-month test 
per iod end ing not more than 90 days prior to the date of its appl icat ion. Kentucky Power requested to 
deviate by f i l i ng the requ i red f inancial exhibit for 1 2-month pe riod end ing 1 20 days, rather than 90 days, 
prior to the date of its appl ication .  By Order ,  the Commission approved Kentucky Power's motion to 
deviate from 807 KAR 5:00 1 , Section 1 2( 1 ) (a )  (Ky. PSC May 24, 201 7) . 

1 7  Appl icat ion ,  Section V, Exhibit 1 ,  Schedu le 4 .  
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applicable to either Kentucky j u risdictional ope rat ions or other jurisd ictional operations. 

Kentucky Power used a jurisdictional ratio of 98.3 percent. 1 8 The Commission finds the 

calculation of Kentucky Power's test-year  electric rate base reasonable fo r pu rposes of 

estab l ishing the jurisd ict ional ratio. 

Pro Forma Jurisdictional Rate Base 

Kentucky Power calcu lated a pro forma jurisdictional rate base of 

$1 , 1 94,888,447, 1 9 which reflects the types of adjustments made by the Commission in 

prior rate cases to determine the pro forma rate base . 

The Attorney General proposed one adjustment to Kentucky Power's proposed 

rate base fo r the Cash Working Capital ("CWC") al lowance . The Attorney General 

proposed an allowance of $1 8,953 ,980, which is $740,459 lower than the $ 1 9 ,694 ,529 

proposed by Kentucky Powe r i n  i ts Applicat ion. Wh i le indicati ng  a preference for us ing 

a lead- lag study, the Attorney General stated that if ewe i s  to be calculated us ing the 

Commission 's  long-standing 1 18th formula approach, then the proper leve l of CWC for 

ratemaking pu rposes should be based on the pro forma operations and maintenance 

expenses al lowed by the Com mission.20 The Attorney General also stated that s ince 

Kentucky Power's reven ue requirement is calculated based upon its ju risdictional  

capital ization rather than its adj usted ju risdictional rate base, any adj ustment to ewe 

would have no impact on the revenue requi rement .2 1 

1 8 Id. The non-j u risd ictional  percentage of app roximately 1 .  7 percent is due to the furn ish ing of 
electric service at wholesale to the C ity of O l ive H i l l  and the C ity of Vancebu rg. 

1 9  Id. 

20 Smith Testimony at 22 . 

2 1  Id. at 23.  
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While the Commission agrees with the methodology the Attorney General utilized 

for calculating the CWC, the Commission does not agree with the Attorney General's 

proposed ewe. The ewe allowance included in the rate base, as shown below, is 

based on the adjusted operation and maintenance ("O&M") expenses discussed in this 

Order, as approved by the Commission. The Commission has determined Kentucky 

Power's pro forma jurisdictional rate base for ratemaking purposes for the test year to 

be as follows: 

Total Utility Plant in Service 

Add: 

Materials & Supplies 
Prepayments 
Cash Working Capital Allowance 

Subtotal 

Deduct: 
Accumulated Depreciation 
Customer Advances 
Accumulated Deferred Income Taxes 
Contributions in Aid of Construction 

Subtotal 

Pro Forma Rate Base 

Reproduction Cost Rate Base 

KRS 278.290 ( 1 )  states, in relevant part, that: 

$2,264,648,845 

36,344,575 
49,905,7 1 9  
1 8 ,905,292 

$1 05.1 55,586 

764,544,392 
27,076,876 

384,084, 1 08 

$1.1 75,705,376 

$1.194.099.055 

[T]he commission shall give due consideration to the history and 
development of the utility and its property, original cost. cost of 
reproduction as a going concern, capital structure, and other 
elements of value recognized by the law of the land for ratemaking 
purposes. 

Neither Kentucky Power, the Attorney General, nor KCUC provided information 

regarding Kentucky Power's proposed Kentucky jurisdictional reproduction cost rate 
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base . Therefore , the Comm ission f inds that us ing Kentucky Power's h istoric costs for 

de riv ing its rate base is appropriate and cons istent with Com m ission precedent 

i nvo lving Kentucky Power, as wel l  as othe r  Kentucky ju risd ict ional ut i l i t ies .  

CAP ITALIZATION 

Kentucky Power p roposed an adjusted Kentucky ju risd ict ional  capital ization of 

$ 1 , 1 9 1 ,785,493.22 This amount was derived th rough adjustments to exclude ce rtain 

envi ronmental compl iance investments that remai n part of the envi ron mental rate base 

and are i nc l uded in Kentucky Power's envi ro nmental su rcharge mechan ism . 

Kentucky Power determi ned its e lect ric capita l izat ion by mu lt ip ly ing its total 

company capital izat ion by the rate base ju risd ict ional  al location rat io described earl i e r  in 

th is O rder .  This is consistent with the approach used in  p revious Kentucky Power rate 

cases . 

The Attorney General d id  not recommend any adjustments to Kentucky Power's 

cap ita l i zation . The Attorney General proposed one adjustment to rate base for CWC,  

s ince i t  does not affect Kentucky Power's ju r isd ict ional capita l izat ion , but recommended 

no change to the amount proposed by Kentucky Power. 

The Comm ission f inds the p roposed amount of Kentucky Power's ju risd ictional 

cap ital izat ion is  reasonable .  

REVENUES AN D EXPENSES 

For the test year, Kentucky Powe r reported actual net  operat ing income from its 

e lectric operat ions of $85 ,033 ,742 .23 Kentucky Power proposed 55 adjustments to 

22 Appl icat ion,  Section I I ,  Exh ib it L .  

2 3  App l i cation ,  Sect ion V,  Exh ib it 1 ,  Supplemental Schedule 4 (f i led Aug. 7 ,  201 7) . 
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revenues and expenses to ref lect more cu rrent and ant ic ipated operating condit ions, 

resu lt i ng in an adjusted net ope rating income of $43 ,690 ,670 .24 With th is leve l of net 

operating income,  Kentucky Power reported an adjusted test year  revenue def ic iency of 

$60 ,397,438 . 25 

The Attorney General accepted 45 of Kentucky Power's proposed adjustments to 

its test-year revenues and expe nses . 

A l ist of the non-contested adj ustments i s  contained in  Appendix B to th is O rder .  

The Attorney General proposed 1 4 add it ional adjustments to Kentucky Power's 

operat ing income re lat ing to : 1 )  theft recovery revenue ;  2) payrol l expense - emp loyee 

me rit increase;  3) overtime payrol l  expense re lated to emp loyee merit i ncrease; 4) 

payro l l  tax expense ; 5) incent ive compensation expense; 6) stock-based compensation ; 

7) savi ngs p lan expense ; 8) supplemental executive ret i rement p rogram expense ; 9) 

aff i l iate charge fo r corporate aviat ion expense ;  1 0) storm damage expense ; 1 1 ) 

re location expense ;  1 2) ga in on sale of uti l ity p roperty; 1 3) cash surrender value of l ife 

i n su rance pol ic ies ;  and 1 4) rate case expense .  

The Attorney Gene ra l 's  p roposed adjustments pertai n so le ly to  Kentucky Power's 

base rate reven ue requ i rements . The Commiss ion makes the fol lowing dete rm i nat ions 

regard ing the Attorney General 's p roposed base rate adjustments . 

Theft Recovery Revenue 

The Attorney General proposed an adjustment to  i ncrease Kentucky Power's 

theft recovery revenue by $ 1 66 ,698 based upon Kentucky Power's est imate of 

24 Id. 

25 Id. at Schedule V, Supplementa l  Exhibit 2 ( f iled Aug. 7, 20 1 7) .  
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increased theft recovery revenue .26 Kentucky Power expects to i ncrease theft recovery 

revenue due to the add ition of a new admin istrative assistant who wou ld a l low Kentucky 

Power's fie ld  investigators to spend more t ime on suspected energy theft . 

The Commission f i nds that the Attorney Genera l 's proposed adjustment 

regard ing theft recovery revenue is reasonab le ,  and therefore the p roposed adjustment 

fo r theft recovery revenue of $ 1 66 ,698 shou ld be al lowed for ratemaki ng purposes . 

Payro l l  Expenses: Employee Merit I ncrease, Overtime Payro l l  Expense, and Payro l l  
Taxes 

The Attorney General proposed adjustments to payrol l  expense for emp loyee 

merit increases fo r non-exempt salaried employees, overt ime payro l l  expense re lated to 

emp loyee merit increases, and associated payro l l  taxes i n  the amou nt of $57,205 , 

$4 , 1 48 ,  and $48 ,362 ,  respective ly .  The Attorney General argued that Kentucky Power 

did not justify bas ing its p roposed payro l l  expense adjustment on an annual merit 

i ncrease of 3 .5  percent .  The Attorney General mainta ined that the payro l l  expense 

adjustment should be based upon a 3 .0 percent merit i ncrease . 27 Lim it ing the merit 

i ncrease to 3 .0  pe rcent resu lts in correspond ing adjustments to overtime and payro l l  tax 

expenses. The payro l l  tax adj ustment inc ludes the impact of l im it i ng the  merit i nc rease 

to 3.0 percent and other  adjustments to i ncentive compensation and stock-based 

compensation p roposed by the Attorney General . 

Kentucky Power mai ntained that the test year wage increases are reasonab le .  A 

comparison of Kentucky Power's total target compensat ion with the 20 1 6 EAPD IS  

26 Smith Testimony at 24; Kentucky Power's Response to the Attorney Genera l 's Fi rst Request 
for I nformation ("Attorney General 's Fi rst Request") , Item 3 1 9 .  

21 Id. at 26-30. 

- 1 2- Case No .  20 1 7-00 1 79 

Compay Hearing Exhibit 3 
Page 12 of 122



Energy, Tech n ical , Craft & Clerical Su rvey (Southeast reg ion data) reveals that ,  on 

average ,  Ke ntucky Powe r's compensation was 5 .4 percent below the average fo r the 

reg ion .2° Kentucky Power claimed that , i n  l ight  of  the su rvey results ,  the test year wage 

i ncreases were necessary to p rovide market competitive wages to target and retain 

emp loyees. 

The Commission f inds that Kentucky Power's test year  wages are reasonable 

and that the Attorney General 's p roposed adj ustments to payro l l  expense for emp loyee 

merit increases for non-exempt salaried employees, overtime payro l l  expense re lated to 

emp loyee me rit i nc rease and payrol l taxes shou ld be den ied . 

Incentive Compensation and Stock Based Compensat ion 

Kentucky Powe r i ncl uded $3 ,900 ,806 of i ncent ive compensation p lan ( " ICP") 

costs29 and $ 1 ,758,874 in  Long-Term I ncentive Plan ("L T IP") costs in  its Kentucky 

j u risd ict ional revenue requ i rement .30 These amounts ref lect the adjustments made by 

Kentucky Power .31 I n  the Sett lement ,  Kentucky Power and the Sett l i ng l ntervenors 

agreed to reduce i ncent ive compensation expenses by $3 . 1 5 m i l l ion , wh ich inc luded 

i ncentive compensation and stock-based compensation .  

29 Appl icat ion ,  D i rect Testimony of And rew J .  Car l in ("Car l in D i rect Testimony'' ) ,  Exh ib it ARC-4. 

29 Kentucky Powe r's Response to Commission Staff's Second Request for I nformation (Staff 's 
Second Request") , I tem 85; Kentucky Powe r's Response to K I UC's F i rst Request for I nformation ("K I UC 's 
First Request") , Item 31 . 

30 Smith Test imony at 31 . This consists of Kentucky Power d i rect-charged ju risd ictional O&M 
expense of $2 ,255,760 , AE P al l ocated amount of $3, 1 1 8 ,781  and charges from othe r aff i l iates of $51 ,300 
less $ 1 , 525 ,035 that was removed from the revenue requ i rement pe r the Appl ication ,  Section V, Exhibit 2 ,  
Workpape r 32 . 

31 App l ication , D i rect Test imony of Tyle r H .  Ross ("Ross Di rect Test imony'') at 1 4 . 
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The Attorney General recommended reducing incentive compensation expense 

by a tota l of $3,096 ,868 .  The Attorney General recommended an adjustment of ICP 

costs that decreased test year expense by $ 1 ,350 , 1 20 on a Kentucky ju risd ict ional 

bas is ,  wh ich rep resented the removal of the 25 percent of ICP costs that represent 

performance measu res t ied to i ncreas ing shareho lder value .32 The Attorney General 

maintai ned that ratepayers shou ld  not be respons ible for those costs because Kentucky 

Power's shareholders are the main benefic iaries of the 25 percent performance 

measu re for quantitative f inancial object ives ,  wh ich include earn i ngs per share .33 

Sim i larly, the Attorney General a rgued that $ 1 ,746 ,748 in  stock-based compensation 

costs shou ld be removed because ratepayers shou ld not be requ i red to pay 

management compensation based on the performance of Kentucky Power's stock pri ce , 

which pr imari ly benefits Kentucky Powe r's parent company.34 I n  support of h is 

argu ment ,  the Attorney Genera l  po inted to previous cases in  which the Comm ission 

held that ratepayers shou ld not bear the cost of stock-based compensat ion programs 

un less there is c lear and defi n it ive quantitat ive evidence demonst rat ing a benefi t to 

ratepaye rs .35 

I n  response , Kentucky Power argued that the Attorney Genera l 's  adjustment to 

the p roposed i ncentive compensation expense was not warranted because the 

32 Sm ith Test imony a t  35 ,  Exhib it RCS- 1 , page 3 o f  32 ;  Sm ith Testimony at  30-3 1 . The 20 1 6  ICP  
was weighted 75 percent to  AEP ' s  earn ings per share and 25  pe rcent to other metr ics 

33 Id. at 3 1 . 

34 Id. at 39. 

3s Case No. 20 1 4-00397, F i nal Order at 27-28; Case No. 2005-00042, An Adjustment of the Gas 
Rates of the Union Light, Heat and Power Company (Ky .  PSC Feb .  2, 2006) ; Case No. 20 1 0-00036 , 
Application of Kentucky-American Water Company for an Adjustment of Rates Supported by a Fully 
Forecasted Test Year (Ky. PSC Dec. 1 4 , 201  O ) .  
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i n cent ive compensation p rograms provide benefits to both Kentucky Power's customers 

and its shareholders .36 

The Commission f i nds that the Sett lement p rovis ion that reduces i ncentive 

compensat ion by $3 . 1 5 m i l l ion , wh ich is a greater reduct ion than the adjustment 

recommended by the Attorney General , is reasonab le and shou ld be approved. 

Savi ngs Plan Expense 

Kentucky Power inc luded $1 ,662 ,975 in  i ts j u r isdict ional revenue requ i rement for 

savings p lan expense for emp loyees who participate i n  a def i ned benefit p lan and have 

match i ng 401 (k) contribut ions from Kentucky Power.37 

The Attorney General p roposed a Kentucky ju risdict ional adjustment of 

$ 1 , 1 02 ,496 for savings p lan expense for employees who participate in  a def ined benefit 

p lan and have match i ng 40 1 (k) contribut ions f rom Kentucky Power. 

I n  rebutta l ,  Kentucky Power exp la ined that partic ipat ion in the def ined benefit 

plan ended in  2000 and benefits were frozen i n  20 1 0 .38 Therefore , Kentucky Power 

does not contribute to a def ined benefit plan and 40 1 (k) match ing plan at the same t ime .  

The Comm ission has d isal lowed such match ing contri but ions when both a def ined 

benefit p lan and 40 1 (k) match ing contribut ion exist concu rrent ly .  Th is is not the case 

with Kentucky Power. 

The Comm ission f inds that Kentucky Power's savi ngs p lan expense is 

reasonab le and should be a l lowed for ratemaki ng pu rposes. 

3 6  Rebuttal Testimony of  Andrew R .  Carl in  ("Carl i n  Rebuttal Testimony") at  7.  

3 7  Kentucky Power's Response to Staff's Second Request, I tem 56 .h .  and i .  

3 8  Dec. 7 ,  201 7 H .V .T .  at 4 :50:20. 

- 1 5- Case No .  20 1 7-00 1 79 

Compay Hearing Exhibit 3 
Page 15 of 122



Supplemental Executive Ret i rement P lan ("SERP") 

The Attorney General p roposed an adjustment of $52 ,453 for the expense 

associated with Kentucky Powe r's Supplemental Executive Reti rement Plan ("SERP") . 

The Attorney General argued that such plans provide benef its to executives that exceed 

amounts l im ited in qual i f ied ret i rement p lans by the I nternal Revenue Service .39 The 

Attorney General also mai nta ined that the p rovis ion of addit ional ret i rement 

compensat ion to Kentucky Power's h ighest paid execut ives is not a reasonable 

expense that shou ld be recovered in  rates . 

I n  rebutta l , Kentucky Powe r stated that the total benefit it p rovides u nder  both its 

qual if ied and non-qual if ied p lan is equal to the benefit that wou ld be p roduced by the 

formu las uti l ized u nder the qual if ied p lans i t  these p lans were not subject to the benefit 

l im itat ions imposed on q ual i f ied p lans .40 

The Commission f inds the SERP expenses reasonab le and ,  therefore , shou ld be 

al lowed for ratemaking pu rposes. 

Aff i l iate Charge for Corporate Aviat ion Expense 

The Attorney General p roposed an adjustment of $382 ,769 to remove the cost of 

the AEP corporate aviat ion expense charged to Kentucky Power du ring the test year. 41 

The Attorney Genera l  argued that AEP corporate aviat ion is a perqu isite fo r AEP 

executives and d i rectors and ,  as such , shareholders shou ld bear the cost , not 

ratepayers .  

39 Smith Testimony at 42. 

4
° Carl i n  Rebutta l Test imony at R-32. 

41 Sm ith Test imony at 43-44. 
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The Commission d isag rees with the Attorney General 's p roposed adjustment for 

corporate aviat ion expense . Wh i le  private jet trave l may appear to be an extravagance , 

legit imate trave l expenses wou ld have been incu rred th rough commercial airl i nes .  The 

Commissions finds that the aviation expense proposed by Kentucky Power is 

reasonab le and shou ld be approved . 

Storm Damage Expense 

Kentucky Power proposed an adjustment of $595 ,932 for storm damage expense 

based upon a three-year average of major storm expense .  The Attorney General 

p roposed an adjustment to reduce storm damage expense by $595,932 , argu i ng that 

Kentucky Power had not demonstrated a compe l l i ng  reason to increase test year storm 

damage expense .42 

Kentucky Power exp lained that it used a th ree-year average to normal ize the 

leve l  of costs to address the u ncertainty regard ing when ,  and how much , a major storm 

wi l l  affect Kentucky Power and because us ing on ly the test year amount in a base rate 

f i l i ng cou ld lead to major swings i n  adj ustments for storm damage expense .43 

The Commission  f inds that Kentucky Power's storm damage expense adjustment 

is  reasonable and should be a l lowed for ratemaking purposes . 

Test Year Re locat ion Expense 

Kentucky Power inc l uded a $31 8 ,073 adjustment for re locat ion expense in its 

test year revenue requ i rement.44 The Attorney General proposed an adjustment to 

42 Id. at 44. 

43 Rebuttal Testimony of Ranie K .  Wohnhas ('Wohnhas Rebuttal Test imony") at R- 1 8 - R- 1 9. 

44 Kentucky Power's Response to the Attorney General 's First Request, I tem 251 . 
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normalize relocation expenses that reduced the test year operati ng expenses by 

$140, 972 on a Kentucky jurisdict iona l  basis.45 

I n  response to Commission Staff's Post-Hearing Data Request, Item 1 4 , 

Kentucky Power stated that its relocation expense for the eight-month period March 1 ,  

2017 to October 3 1 , 2017 totaled $125 ,736. Annual ized over a twelve-month period 

end i ng February 28 , 2018, relocation expenses are forecasted to tota l $188,604 .  On a 

Kentucky j u risdictional basis, relocation expenses for the twelve months end ing 

February 28 , 2018 amount to $1 85 ,964 . 

The Commission f inds that the relocation expense should be adjusted based 

upon the Kentucky jurisdict ional relocation expenses for the twelve months end ing 

February 28, 20 1 8 . This resu lts in a decrease to the Kentucky j urisdict ional relocation 

expense of $1 32 , 1 09.  

Gain on Sale of Utility Property 

The Attorney General proposed an adjustment to amortize a $996 ,669 ga in on 

the sale of ut ility property ("Carrs Site") ove r  three years for $327 ,240 per year on a 

Kentucky jurisdictional basis .46 The Attorney General maintai ned that the Kentucky 

jurisdictional gain on the sale of utility property should flow back to customers. 

In rebuttal, Kentucky Power argued that the gain on the sale of the property 

shou ld not be adjusted to reduce its revenue requirement because the Carrs Site had 

not been included in rate base , and thus Kentucky Power had not received a retu rn on 

4s Smith Testimony at 46. 

46 Id. at 47. 
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the Carrs S ite for the last 33 years .47 Kentucky Power a lso noted that it removed 

$60,539 in property taxes from its cost of service in th is case .48 

The Commission f inds that , s ince Kentucky Power has not rece ived a retu rn on 

this investment and has excluded the property taxes from its cost of service , the 

proposed adjustment by the Attorney General is not reasonable and shou ld be den ied .  

Cash Surrender Value of Life I nsu rance 

Kentucky Power recorded expense in  the test year associated with the cash 

su rrender val ue of l ife i nsu rance of fo rmer  executives in a Kentucky ju risd ict ional  

amount of $26 ,94 1 .49 

The Attorney General asserted that Kentucky Power's ratepayers shou ld not be 

respons ib le for paying the expenses for the cash su rrender value of l ife insu rance for 

former execut ives and recommended the $26 ,941 of expense be den ied for ratemaking  

purposes .50 

I n  rebuttal , Kentucky Powe r expla ined that the expense is part of the total 

compensation/benefit package g iven to execut ives (current or former) that shou ld be 

recovered whether  or not the executive is a cu rrent or a former emp loyee.51 

The Comm ission f inds that the proposed expense is reasonab le ,  and therefo re 

the Attorney Genera l 's proposed adjustment shou ld be den ied . 

41 Wohnhas Rebuttal Testimony at R-20. 

48 Id. 

49 Smith Testimony at 48.  

5 0  Id. 
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Rate Case Expense 

The Attorney General proposed an adjustment to remove $458 ,333 in  rate case 

expenses .52 The Attorney Genera l  proposed to remove certain rate case expenses 

b i l led by a consu ltant who conducted witness preparat ion but d id not sponsor test imony 

on Kentucky Power's behalf. The Attorney Genera l  also proposed to remove rema in ing  

rate case expenses as a penalty fo r  Kentucky Power not seeking a reduct ion i n  the 

Rockport UPA ROE, which was estab l ished by the Federal Energy Regu latory 

Commission ( FERC") . 

I n  rebuttal , Kentucky Power argued that witness preparat ion is  a necessary part 

of l it igat ing a base rate case and that, regard less of who performs the function , the cost 

shou ld be recovered .53 Kentucky Power further argued that FERC's determinat ion of 

the Rockport U PA ROE was fai r, j ust , and reasonab le ,  and that the decision was with in  

FERC's exclus ive ju risdict ion .  Kentucky Power asserted that the Attorney General 's 

proposal to deny rate case expense as a penalty for the Rockport UPA ROE was an 

un lawful  and unconst itut ional attempt to overturn a FERG decision .  

The  Commission f inds that t he  Attorney General 's adjustment to  remove rate 

case expenses for witness p reparation and as a penalty for the Rockport UPA ROE is 

un reasonab le ,  and shou ld be den ied .  G iven the type of service provided , the Attorney 

General 's argument to remove the witness preparation consu ltant's fees is  not 

s, Wohnhas Rebuttal Testimony at 1 7. 

s2 Sm ith Testimony at 52 . 

53 Wohnhas Rebuttal Testimony at R-20 .  
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persuasive .54 I n  regard to adjust ing the rate case expenses as a penalty not related to 

ratemaki ng , as set forth i n  South Central Bell v. Utility Reg. Comm 'n, 637 S.W .2d 649 , 

653 (Ky. 1 982) , the imposit ion of penalty that is not germane to the factors that go into 

the ratemaking p rocess is arbitrary and subjective . If the Attorney General objects to 

the ROE awarded by FERG,  the appropriate forum to add ress that issue is at FERG,  

and not the Comm ission . 

COMM ISS ION ADJUSTMENTS TO REVENUES AND EXPENSES 

Off System Sales ("OSS") Marg ins, System Sales Clause Tariff CTariff S .S .C . '') 

Du ring the test year, Kentucky Power inc luded OSS marg ins i n  the amount of 

$7 , 1 63,948. Kentucky Power operated the converted Big Sandy Un it 1 for on ly n ine 

months of the test period . Wh i le Kentucky Power annual ized the p lant  maintenance 

expense for B ig Sandy Un it 1 ,55 there was no adj ustment o r  annual izat ion to OSS 

marg ins .  

The Commission f i nds that OSS marg ins shou ld be adjusted to reflect an 

annual ized amount. For the 1 2-month period end i ng September 30 , 20 1 7, Kentucky 

Power had OSS marg ins of $7 ,650 ,360 . 56 Therefore ,  the Commiss ion wi l l  ut i l i ze the 

OSS marg ins of $7,650 ,360 for the 1 2-month period ending September 30 , 20 1 7 ,  rather 

than the test year amou nt, resu lt ing i n  an i ncrease in  operat ing revenue of $486 ,4 1 2 .  

Add it ional ly, the amount of  OSS marg ins to  be co l lected i n  base rates is $7 ,650 ,360 , 

rather  than the $7, 1 63,948 proposed i n  the appl icat ion . 

54 See Kentucky Power Fifth Supplemental Response to Staff 's Fi rst Request (f i led Jan. 2 ,  20 1 8) ,  
Item 56. The  witness preparat ion fees were $42 ,623; Kentucky Power's other legal fees were $677 ,547. 

5 5  Application , Sect ion V, Exhibit 2 ,  Workpaper 4 1 . 

56 Response to Commission Staff's Fourth Request for I nformation ,  Item 2 .  
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Weather Normal ized Commercial Sales 

Kentucky Power p roposed an adjustment to increase revenues to ref lect normal  

temperatu res ,  but i ts adjustment app l i ed on ly to resident ial customer sales. In  

d iscovery, Kentucky Power stated that commercia l revenues would have been 

$9 1 4 ,000 greate r based on weathe r  normal ized temperatu res. 57 After the re lated 

var iable expenses are removed from revenues ,  the rate increase is reduced by 

$400 ,000 . 

The Commission f inds th is adjustment reasonable as temperatu res affect the 

revenues i n  both the resident ia l and commercial c lasses . Therefore , the Commiss ion 

wi l l  reduce the rate i ncrease by $400 ,000 to ref lect this adjustment .  

Pu rchased Power L im itation and Forced Outage Purchase Power L im itat ion Expense 

Kentucky Power proposed adjustments to inc lude the pu rchased power l im itat ion 

and forced outage pu rchase power l im itat ion expense in  base rates i n  its appl ication in  

the amount of  $3 , 1 50 ,582 and $882 ,204 ,  respective ly. 

As d iscussed under the FAC Purchase Power Lim itat ion sect ion be low , the 

Commission is  denying Kentucky Power's p roposal to recover such costs under Tariff 

P .P .A. Accord ing ly ,  the Comm ission f inds these adjustments un reasonab le  and should 

be denied . 

Net Ope rati ng I ncome Summary 

After  consider ing a l l  p ro forma adj ustments and app l icab le income taxes, 

Kentucky Power's adjusted net operat ing i ncome is as fol lows : 

57 Di rect Testimony of Lane Kol len at 1 6- 1 7. 
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Operating Revenues 

Operat ing Expenses 

Adjusted Net Operating Income 

RATE OF RETURN 

Capital Structu re and Cost of Debt 

$568 ,163, 551 

5 1 9,965,870 

$ 48. 1 97.681 

Kentucky Power proposed an adjusted test-year-end capital structure consisting 

of 54.45 percent long-term debt at 5.32 percent ; zero percent short-term debt at 0.80 

percent ; 3 .87 percent accounts receivable f inancing at 1 .95 percent ; and 41 .68 percent 

common equity at a return of 10 .31 percent. 5° On August 7 ,  2017 ,  Kentucky Power f i led 

a supp lement to i ts App lication ref lect ing the results of Kentucky Power's June 2017 

refinancing of $325 million 6 .00 percent Sen ior Unsecured Notes, and $65 million 

WVEDA M itchell Project, Series 201 4A Variable Rate Demand Notes as authorized in 

Case No. 2016-00345.59 This ref inancing reduced the annual cost of long-term debt to 

4 .36 percent.60 The capital st ructu re p roposed by the Settlement downwardly adjusts 

the long-term debt by one percent and places th is  percent onto the short-term debt at 

an interest rate of 1 .25 percent .61 

58 App licat ion ,  D i rect Test imony of Zachary C .  Mi lle r ("M i ller D i rect Test imony") at 3. 

59 Case No. 201 6-00345 Electronic Application of Kentucky Power Company for Authority 
Pursuant to KRS 278.300 to Issue and Sell Promissory Notes of One or More Series and for Other 
Authorizations (Ky. PSC Dec. 2 1 , 20 1 6) .  

60 Supplemental Di rect Test imony of Zachary C. Mi l ler at 5 .  

6 1  Sett lement Testimony of Mattew J .  Satterwhite ("Satterwh ite Sett lement Testimony'') at Exhib i t  
6a. 
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The Attorney Genera l  emp loyed Kentucky Power's p roposed capital st ructu re 

and sen ior cap ital cost rates .62 KCUC was si l ent on th is top ic .  

Kentucky Power stated that it se l ls i ts rece ivables to AEP for cost savings due to 

defau lt risks and to improve cash f low . 63 However, Kentucky Power's u nco l lect ib le 

accounts remai n with Kentucky Power and are not sold wi th the accou nts rece ivab le .64 

The Commiss ion notes that the cost of accounts rece ivab le financi ng is h igher than 

trad itional short-te rm f inancing .  The Comm ission bel ieves that se l l i ng  the rece ivables 

but maintai n ing the bad debt p laces an undue  bu rden onto Kentucky Power's 

customers .  The refore , the Commission wi l l  b lend the fu nds between short-term debt 

and accounts receivable f i nanci ng so that the weighted ave rage cost percentage of 

accounts rece ivab le f inancing  is decreased th ree basis points and p laced on the short

term debt we ighted average cost percentage .  This reduces the pe rcent of accounts 

receivab le f inancing to 1 .67 pe rcent of the total cap ital structu re and increases the 

percent of short-term debt to 3 .20 percent of  the total cap ital st ructu re .  The 

Commission f inds that the cost of long-term debt and short-te rm debt of 4 .36 pe rcent 

and 1 .25 percent ,  respective ly ,  to be reasonab le .  

Return on Equ ity 

I n  its App l ication , Kentucky Power developed its retu rn on equ ity ("ROE") using 

the d iscounted cash f low method ("DCF") , the cap ital asset p ric ing mode l  ("CAPM") , the 

empi rical cap ital asset p ric ing mode l  ("ECAPM") , and the ut i l ity r isk premium ("RP") . In  

6 2  Di rect Testimony o f  J .  Randa l l  Wool r idge, Ph . D.  ( 'Woo l ridge Test imony") a t  3 .  

6 3  Dec .  8 , 20 1 7  H .V .T .  a t  1 2 : 1 5:22. 

64 Dec. 6, 20 1 7  H .V .T.  at 5 :43 :36. 
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addit ion , Kentucky Power referenced the expected earn i ngs approach .65 Based on the 

resu lts of the methods employed i n  i ts analys is ,  Kentucky Power recommended an ROE 

range of 9 .71  percent to 1 0 . 9 1  percent , inc lud ing f lotat ion cost.66 Kentucky Power 

recommended award i ng the midpoint of th is range ,  1 0 .3 1  percent ,  to maintain f inancial 

i ntegrity and to support addit ional cap ital i nvestment .67 Kentucky Power further stressed 

that considerat ion of al l models ,  not just the DCF mode l ,  is important as the DCF model 

resu lts may ref lect the impact f rom the recent recession and such f i nancial i nputs are 

not representative of what may preva i l  i n  the near futu re .68 

Di rect testimony and analysis regard ing ROE was p rovided by the Attorney 

General . The Attorney General employed the DCF and CAPM mode ls for h i s  analys is 

and both mode ls were eva luated us ing Kentucky Power's p roxy g roup and the Attorney 

General 's own p roxy g roup .  Th is was mostly for comparison pu rposes, as the Attorney 

General stated that ,  on balance , the two p roxy g roups we re s im i lar  in risk .69 The 

Attorney General 's DCF mode l  resu lts i nd icated equ ity cost rates of 8 .25 percent and 

8.7 percent for the Attorney Genera l  and Kentucky Power p roxy g roups, respective ly .  

The Attorney General d isagreed with Kentucky Power's DCF analysis ,  specif ica l ly 

noti ng Kentucky Power's e l im ination of low-end DCF resu lts and the use of growth 

forecasts that the Attorney General be l ieves are overly optim istic and upwardly b iased.70 

65 Appl ication ,  D i rect Test imony of Adrian M .  McKenzie, CFA ("McKenzie Di rect Testimony'' ) at 6.  

66 Id. at Exh ib it AMM-2 at 1 .  

67 I d .  at 6 .  

68 Id .  at 7 .  

6 9  Id. at 25. 

7 0  Id. at 65. 
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The Attorney General's CAPM resu lts were 7 .6  percent for both proxy groups .  The 

Attorney Genera l  stated that Kentucky Power's CAPM analysis is f lawed as the ECAPM 

version of the CAPM was used , which the Attorney General cla ims makes an 

i nappropriate adjustment to the risk-f ree rate and the market r isk prem ium .11 

Add it ional ly ,  the Attorney General stated that Kentucky Power's CAPM analysis 

employed an inf lated p rojected i nterest rate , an unwarranted size adjustment ,  and an 

excessive market or equ ity risk prem ium . 72 

The Attorney General recommended relying  primari ly on the DCF mode l ,  

determ i ned the  ROE range o f  the two proxy groups , 8 .25 percent and  8 .7  percent, to  be 

reasonable , and recommended an ROE of 8 . 6  percent . 73 In support of h is  

recommendation ,  the Attorney General noted that :  as i nvestment risk, Kentucky 

Power's cred it rat ings are on par w ith the p roxy groups; cap ital costs for uti l i t ies remain 

at h istorical low leve ls and are l i ke ly  to remain at low leve ls ;  the r isk associated with the 

e lectric uti l ity i ndustry is among the lowest and,  as such , the cost of equ ity capital is 

amongst the lowest ; and authorized ROEs have been g radua l ly decreas ing i n  recent 

years .74 

The Attorney General a lso d isagreed with Kentucky Power's upward adjustment 

of 0 . 1 1 percent to the equ ity cost rate recommendation to accou nt for f lotat ion costs .  

The Attorney Genera l  argued that Kentucky Power d id not ident ify any f lotat ion costs 

71 Id. at 68. 

72 Id. 

73 Woolr idge Testimony at 58.  

7 4  Id. at 59.  
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that are specif ica l ly associated with Kentucky Power.75 The Attorney General stated 

that it is commonly argued that a f lotat ion cost adjustment is necessary to recover 

issuance costs , but shou ld not be recovered through the regu latory process , as these 

costs are a l ready known to the i nvestor upon buy ing the stock.76 

The parties to the Settlement ag reed that the revenue requ i rement i ncreases for 

Kentucky Power wi l l  ref lect a 9 .75 percent ROE as app l ied to Kentucky Power's 

cap ital izat ion and cap ital structu re of the p roposed revenue requ i rement i ncreases as 

modif ied th rough d iscovery.  As a resu lt ,  use of a 9 .75 percent ROE reduced Kentucky 

Power's p roposed electric revenue requ i rement by $4 .7  m i l l ion .77 I n  h is post hearing 

brief ,  the Attorney General recogn ized the s ign if icant reduction from the orig inal ROE , 

but st i l l  be l ieves it is in  excess of the retu rn shareholders requ i re . 78 The Attorney 

General further argued that ut i l it ies seem to overstate necessary ROE ,  and does not 

support the 9 .75 percent .79 For the reasons d iscussed below, the Commiss ion f inds a 

ROE of 9 .75 percent to be un reasonab le ,  and for the purpose of base rate revenues 

and certain  tariffs , an ROE of 9 .70 percent shou ld be app l ied . 

I n  h is test imony, the Attorney General noted that d ifferi ng op in ions between 

Kentucky Power and the Attorney General regard ing capital market condit ions resu lt in 

d iffering ROE recommendations .8° Kentucky Power's analysis assumes h igher  interest 

75 Id. at 80. 

76 Id. at 8 1 . 

11 Sett lement at 4 .  

19 Attorney General 's Post Hearing Brief ( "Attorney General's Brief') (f i led Jan .  5 ,  201 8) at 1 8 . 

79 Id. at 1 9  and 20. 

eo Woolridge Test imony at 5 .  
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rates and cap ital costs whe reas the Attorney General concludes that i nterest rates and 

capital costs are at low levels and l i ke ly to remai n low for some t ime . 0 1  The Comm ission 

agrees with the Attorney Gene ral that ,  although inte rest rates are increas ing ,  they are 

do ing so slowly and are st i l l  h i storical ly low . I n  fact, the Fede ral Reserve noted the 

fol lowing :  

The Committee expects that economic cond it ions wi l l  evo lve in  a manner  
that wi l l  warrant g radual i ncreases i n  the federal funds rate ; the  federal 
fu nds rate is l i ke ly to rema in ,  for some time ,  below leve ls  that are 
expected to prevai l  i n  the longer ru n .  However, the actual path of the 
federa l  fu nds rate wi l l  depend on the economic outlook as i nformed by 
incom ing data.02 

The Comm ission further agrees that mode ls supporting the low inte rest rate 

envi ronment shou ld be g iven more we ight than those supporting high i nterest rate 

expectations .  

The Commission a lso ag rees with the Attorney General that flotat ion costs 

should be excl uded f rom the analys is .  The Commission be l ieves that f lotat ion costs a re 

accounted for i n  the cu rrent stock prices,  as the pri ce incl udes the underwriti ng  spread 

and add ing the adj ustment amounts to double counti ng . Removal of the f lotat ion costs 

from Kentucky Power's i n it ia l cost of equ ity range lowers the range to 9.6 percent from 

1 0 .8 percent .83 

The 20 1 7 econom ic envi ron ment has shown signs of re lative improvement .  I n  

response to low inf lat ion and low u nemployment ,  t he  Federal Reserve increased 

i nterest rates a q uarter  of a percent th ree t imes in  20 1 7 .  Cu rrent outlooks for 201 8 are 

e1 Id. 

82 Testimony of Richard A. Baudino at 8 .  

83 McKenzie D i rect Test imony, Exh i bit AMM-2 at 1 .  
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healthy, with gross domestic product g rowth rates expected to remain between two and 

th ree percent ,  unemp loyment forecasted to continue at the natu ral  rate , and inf lation 

expected to hover at around two percent .a4 However, notwithstand ing these 

improvements, the economy of Eastern Kentucky has l agged beh ind nat ional and state 

t rends. Emp loyment trends have not recovered to pre-recession levels, earn i ngs tre nds 

remain stagnant and lag beh ind the state t rends ,  and poverty rates in the majority of 

Kentucky Power's service territory are 24.4 percent or h igher.as 

The Commission is cogn izant of the risk i nherent to Kentucky Power's service 

territory and load p rof i le . The Commission notes the Attorney General 's posit ion that 

Eastern Kentucky has been econom ical ly depressed for the past decade and that the 

Commission should consider the economic condit ions of the reg ion in  evaluati ng the 

overal l  rates and rate design .as Therefore , g iven the adverse economic situation of the 

service te rritory of h igh u nemployment, low earn i ngs , and h igh poverty rates ,  the 

Commission f i nds a lower ROE wi l l  a l low Kentucky Power to earn a fa i r  retu rn wh i le 

ref lect ing the economic situation of its customers .  

For 20 1 6 , the median ROE of  the  ut i l it ies i n  the Attorney General 's p roxy group 

was 9 .3  percent ;  for Kentucky Power's p roxy g roup ,  the med ian ROE was 9 .4  percent.87 

I n  add it ion , the average authorized ROE reported by SNL  F inancial for 20 1 7  is 

84 https ://www.thebalance .com/us-econom ic-outlook-3305669 . 

85 Attorney Genera l 's  Br ief at 1 2 ; D ism ukes Testimony at 5-6; Dec. 6 , 20 1 7  H .V.T. , PSC Exhibit 1 .  

0s Dismukes Testimony at 6.  

a1 Woolridge Testimony, Exh ibit J RW-4 at 1 .  
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approx imately 9 . 7  percent .00 The Commission ag rees with Kentucky Power that th is is a 

benchmark worthy of consideration , but d isagrees that a downward adjustment wi l l  be 

i nj u rious to customers and the Kentucky economy.as Based on the ent i re record 

developed i n  th is  p roceed ing , we f ind that an ROE of 9 .7  fa l ls  with in  the range of the 

Attorney Genera l 's proposed 8 .6 percent to the i n it ia l  p roposed ROE of 1 0 .31  pe rcent ,  

and with in  Kentucky Power's or ig inal range of 9 . 6- 1 0 . 8  percent ,  adjusted for f lotat ion 

costs. Addit ional ly ,  an ROE of 9.7 is  with in  the range of the benchmarks p rovided by 

SNL ,  the p roxy groups,  and recent Comm ission Orders90 • 

Rate-of-Retu rn Summary 

Applying the rates of 4 .36 percent for long-term debt, 1 .25 percent for short-term 

debt, 1 .95 percent for accounts rece ivable f i nanc ing ,  and 9 . 70 percent for common 

equ ity to the Comm ission adjusted capital structu re produces an overa l l  cost of cap ital 

of 6 .44 percent.9 1 The cost of capital p roduces a retu rn on Kentucky Power's rate base 

of 6 .42 percent .  

BASE RATE REVEN U E  REQUIREM ENTS 

I n  the Settlement ,  Kentucky Power and the Sett l i ng l nte rvenors agreed to a base 

rate increase of $31 .8 m i l l ion . The Attorney General 's expert witness p roposed a base 

88 Di rect Test imony and Exh ibits of G regory W. Tillm an on behalf of Wal-Mart Stores East ,  LP 
and Sam's  East , I nc. at 1 1 . 

89 Rebutta l  Testimony of Adr ien M .  McKenz ie ,  CFA at 73. 

9
° Case No.  20 1 6-00370 Electronic Application of Kentucky Ut i l it ies Company For An Adj ustment 

Of Its E lectric Rates and For Cert i ficates of Public Convenience and Necessity ( Ky. PSC Jun .  22 ,  20 1 7) 
and Case No .  201 6-0037 1 Electron ic Appl ication of Louisv i l le Gas and Electr ic Company Fo r An 
Adj ustment Of I ts Electr ic and Gas Rates and For Ce rt if icates Of Public Convenience and Necessity (Ky.  
PSC Jun. 22 , 201 7 ) .  
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rate increase of $39 .8  m i l l ion . The Commission f inds that ,  subject to the adj ustments 

d iscussed in th is Order, a base rate increase of $ 1 2 .35 m i l l ion is reasonab le ,  as is 

d iscussed in  the Total J u risd ictional Revenue Requ i rement sect ion below .  

REVENUE REQU I R E M E NT-RELATED R I DERS AND DEFERRALS 

B ig Sandy Ret i rement R ider  

I n  its App l ication ,  Kentucky Powe r p roposed to rename the B ig Sandy Ret i rement 

R ider to the Decomm ission i ng R ider  to a l l eviate customer confusion regard ing the 

pu rpose of the rider .  Pu rsuant to the sett lement agreement approved in Case No. 

20 1 4-00396, Kentucky Power recovers the coal-re lated ret i rement costs of Big Sandy 

Un it 1 ,  the ret i rement costs of Big Sandy Un it 2, and othe r  site-re lated reti rement costs 

through th is  ride r .  On ly the rider  name wi l l  change ; the rider  w i l l  continue to ope rate i n  

t he  manner  approved by  t he  Commission i n  Case No .  20 1 4-00396 . 

The Comm ission f i nds the name change reasonab le  and that it shou ld be 

approved . The Comm ission f urther  f inds that the carrying charges associated with th is 

rider should be based on the we ighted average cost of cap ital ( 'WACC") , after ref lect i ng 

the impacts of the reduction i n  the fede ra l  corporate income tax rates approved in  th is 

Order, shou ld become effective as of the date of th is Order .  However, the month ly 

amounts col lected wi l l  not change u nt i l  Kentucky Power makes its annual  f i l i ng on or  

before August 1 5 , 201 8 , to adjust the amounts co l l ected u nder  th is  rider. 

B ig Sandy Un it 1 Operat ion R ider  

I n  its App l icat ion ,  Kentucky Powe r proposed to e l im i nate the B ig Sandy Un it 1 

Operat ion Ride r ("Tariff B .S . 1 .0 . R .") and to recover th rough base rates the costs 

9 1  The Commiss ion adjusted capital structu re consists of 54 .45 percent long-term debt, 3 .2  
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cu rrent ly recovered th rough Tariff B .S . 1 .0 .R .  Once new rates become effective i n  this 

case ,  Tariff B .S . 1 .0 .R .  wi l l  have an u nde r- or  over-recovery balance .  Therefore , 

Kentucky Power also requested authority to estab l ish a regu latory asset or  l iab i l ity that 

wi l l  a l low Kentucky Power to track and defer any under- or ove r- recovery balance unt i l  

its next rate case . 

I n  Case No .  201 4-00396 , the Commission approved Tar iff B .S . 1 .0 .R .  to perm it 

Kentucky Power to recover the non-fuel  costs of ope rat i ng B ig Sandy Un it 1 as a coal 

burn i ng u n it unt i l  its conve rsion to natu ral gas, the non-fue l  costs of its operat ion as a 

natu ra l  gas un i t  and cap ital investment req u i red for its conve rsion to natu ral gas once it 

is placed in  service . Tariff B .S .  1 .0 . R .  was designed to be i n  effect unt i l  the rates 

estab l ished in Kentucky Power's next base rate case were implemented. 

The Comm ission has p revious ly approved regu latory assets for other  

ju risd ict ional ut i l it i es .  Such approva l has been granted when a ut i l ity has incu rred: ( 1 ) 

an extraord inary, non recu rri ng expense wh ich cou ld not have reasonably been 

anticipated or  inc luded in  the ut i l ity's p lann ing ; (2 ) an expense resu lt i ng f rom a statutory 

or  admin ist rative d i rect ive ; (3) an expense in  relat ion to an i ndustry-sponsored i n i t iat ive; 

or (4) an extraord inary or  non recu rring expense that over t ime wi l l  resu l t  i n  a savi ng that 

fu l ly offsets the cost .02 S i nce Tariff B . S . 1 .0 .R .  was approved by the Commission in  

Case No . 20 1 4-00396, the estab l ishment of a regu latory asset to  add ress the under-

percent of short term debt ,  1 .67 percent of accounts receivable f i nanc ing ,  and 4 1 .68 percent of common 
equity. 

92 Case No .  2008-00436, The Applica tion of East Kentucky Power Cooperative, Inc. for an Order 
Approving Accounting Practices to Establish a Regulatory Asset Related to Cerlain Replacement Power 
Costs Resulting from Generation Forced Outages (Ky. PSC Dec . 23,  2008) ,  at 4 .  See also Case No. 
20 1 0-00449, Application of East Kentucky Power Cooperative, Inc. for an Order Approving the 
Establishment of a Regulatory Asset for the Amount Expended on Its Smith 1 Generating Unit (Ky. PSC 
Feb ,  28,  201 1 ) ,  at  7 .  
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recovery of Tariff B .S . 1 .0. R .  is consistent with the second example l i sted above . 

Regarding a poss ib le regu latory l iab i l ity, the Comm ission notes that it is  appropriate that 

Kentucky Power customers be the benef ic iaries of any over- recovery of Tariff 

B. S . 1 .0 . R .  

The  Comm ission f inds the establ ishment of a regu latory asset or l iab i l ity due  to 

the e l im inat ion of Tariff B .S . 1 .0 .R .  to be reasonable and that it shou ld be approved . 

Th is approval is for account ing purposes on ly, and the appropriate ratemaking 

t reatment for the regu latory asset or l iab i l ity account wi l l  be addressed i n  Kentucky 

Power's next general rate case .  

Tariff A.T . R .  

I n  its Appl icat ion , Kentucky Power p roposed to e l im i nate Tariff Asset Transfer 

R ider ("Tariff A .T . R . ") . G iven that Kentucky Power has recovered the fu l l  amount that 

Tariff A .T. R .  was designed to recover, the Commission f inds the e l im ination of Tariff 

A.T. R .  to be reasonable and that it shou ld be approved . 

Tariff K .E . D .S .  

I n  its App l icat ion , Kentucky Power p roposed to increase Tariff K .E .O .S .  from 

$0 . 1 5 per mete r per month to $0 .25 per mete r per month . I n  the Sett lement ,  Kentucky 

Power and the Sett l i ng l ntervenors agreed to a su rcharge of $0 . 1 0  pe r mete r for 

residential customers and $ 1 .00 per meter for non- res ident ial customers .  KCUC d id not 

provide test imony regard ing Tariff K .E .O .S .  

Tariff K .E .D .S .  imposes an  economic development su rcharge ,  wh ich was 

approved in Kentucky Power's last rate case ,93 to fund economic deve lopment i n it iatives 

93 Case No . 201 4-00396 , F ina l  Order at 49-5 1 . 
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i n  Kentucky Power's service territory, with funds col lected th rough the su rcharge 

matched equal ly by Kentucky Power from AEP shareholder funds.  As a basis for the 

increase , Kentucky Power argued that addit ional economic deve lopment funds were 

needed to grow its load and customer base . One of the reasons for Kentucky Power's 

proposed rate i ncrease is a s ign if icant decl i ne  in load and customers since the 

econom ic downtu rn in  2008.94 A decrease i n  customers and load concentrates costs 

among a smal le r  customer base , wh ich resu lts i n  fewer customers paying a larger share 

of the cost . Correspond i ngly, a g rowth i n  load and customer base spreads costs among 

a greater number of customers .  

The Attorney General recommended that the economic deve lopment su rcharge 

be e l im inated .95 The Attorney General asserted that Kentucky Power fai l ed to p rovide 

evidence of a d i rect t ie between Kentucky Power's economic deve lopment efforts and 

increased jobs and electric ity sales .96 The Attorney General further asserted that the 

economic development surcharge s imp ly red istr ibutes ratepayer dol lars without 

evidence of an ident if iab le benefit for ratepaye rs . 

I n  rebuttal ,  Kentucky Power countered that it mainta ins econom ic deve lopment 

metrics , includ ing job counts, i nvestments , and grants, wh ich it uses to evaluate the 

9 4  Appl icat ion, Di rect Test imony o f  Brad N .  Ha l l  ("Hal l  D i rect Test imony'') a t  5. Between 2008 and 
20 1 6, Kentucky Power lost 6 ,93 1 customers, and i ts tota l annual  sa les decl ined f rom 7.24 GWh to 5 .80 
GWh. 

95 Di rect Test imony of David E .  Dism ukes ("Dismukes Testimony") at 4 ;  D i rect Test imony of 
Roger Mccann ("McCann Testimony") at 6, 1 7. 

96 Dismukes Testimony at 4 ,  4 1 .  
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success of its economic development p rogram.97 I n  a subsequent d iscovery response , 

Kentucky Power provided its written  economic development act ion p lan with strategic 

goals and met rics set forth in specific deta i l . 98 Kentucky Power contended that its 

economic deve lopment p rogram ach ieves identif iab le goals ,  and that Kentucky Power's 

customers rece ive benefits from the economic deve lopment su rcharge . As an example ,  

Kentucky Power asserted that its economic deve lopment efforts are p rojected to create 

1 ,705 new fu l l -t ime posit ions ,  with an add it ional 1 ,000 construct ion jobs.99 

The Commission recogn izes the importance of economic deve lopment efforts, 

espec ia l ly given the economic needs of Kentucky Power's service area .  However, the 

Commission also recogn izes that 26 percent ,  o r  35 ,756, of Kentucky Power's res idential 

customers are at or below the poverty leve l .  1 00 In 20 1 6 , Kentucky Power d iscon nected 

more than 1 1 ,000 resident ia l  customers who cou ld not pay the i r  e lect ric b i l l .  1 0 1  I n  the 

cou rse of th is p roceed ing ,  the Commission rece ived a large number of pub l ic  comments 

from resident ia l customers who quest ioned why they are charged for Kentucky Powe r's 

economic development efforts ,  particu larly given the d ifficu lty that res ident ia l  customers 

have in  paying  the i r  e lect ric b i l l s .  Resident ia l  customers , especia l ly those on fixed 

incomes,  cannot pass along the i r  costs ; to a certain extent ,  non- res ident ia l customers 

97 Dec. 8 ,  201 7 H .V.T. at 1 0 :44 :56 .  

9 8  Kentucky Power Response to KCUC's Post Hear ing Data Request ("Response to KCUC Post 
Hearing Request") , Item No. 1 ,  Attachment 1 .  

99 Hal l D i rect Testimony at 1 2 ; Dec. 8 ,  201 7 H .V.T. at 1 0: 3 1 :23. On December  7 ,  20 1 7 , there 
was an announcement that 875 jobs would resu lt f rom a business locating in Pikevi l le ,  Kentucky. Prior to 
that announcement, the re were 830 projected new jobs created f rom Kentucky Power econom ic 
development efforts. 

1 00 Dec. 8, 20 1 7  H .V .T .  at 1 1  :58 :0 1  and 5 :33:49. 

1 0 1  Id. at 1 1  :58 :  1 9 . 
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can pass along the i r  costs to the i r  customers .  The Commission f inds that the residential 

customer economic development surcharge of $0 . 1 O per meter per month , as set forth 

in  the Settlement ,  is un reasonable  and therefore shou ld be denied.  The Commission 

further f inds that the resident ia l customer economic development su rcharge shou ld be 

e l im inated . However, the Commission f i nds that the economic deve lopment su rcharge 

on non-resident ial customers of $ 1 .00 per mete r per  month , as set forth in  the 

Sett lement, is reasonab le .  Therefore , the Commission approves the portion of the 

Sett lement appl icab le to the economic deve lopment su rcharge for non-residential 

customers on ly. 

Home Energy Assistance Program Su rcharge 

In i ts App l icat ion , Kentucky Power p roposed to increase the H EAP su rcharge 

from $0 . 1 5  per resident ia l meter  per month to $0 .20 per res ident ia l mete r per month .  

S im i lar to the economic deve lopment su rcharge , fu nds col lected through the HEAP 

surcharge are matched equa l ly by Kentucky Power from AEP shareholder funds . 

HEAP funds p rovide subsid ies to ass ist e l ig ib le low- i ncome customers i n  

Kentucky Power's service te rritory to  pay e lectric b i l l s  du ring seven peak heat ing and 

cool ing months . 1 02 There is a wait ing l ist of e l ig ib le customers because there are not 

suff ic ient HEAP funds avai lab le to assist a l l  e l ig ib le customers . 1 03 

The Attorney Genera l  supported the five-cent increase to $0.20 per resident ial 

meter per month , but argued that the increase was i nadequate to keep pace with 

1 02 McCann Testimony at 5-6, 1 4 . Subsid ies are avai lable in January, February, March ,  Ju ly, 
August, September, and December. 

1 03 Id. at 1 5 . As of Sept . 20,  201 7 ,  there were 1 ,475 e l igible customers on a wait- l ist for HEAP 
subsidies . 
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Kentucky Power's rate increases. The Attorney General proposed that the Commission 

approve the H EAP surcharge increase and ,  if the Commission d iscont inued the 

economic development surcharge , that the H EAP su rcharge be i ncreased in  the same 

amount by wh ich the economic development is reduced . 1 04 

Kentucky Power's President ,  Matthew J .  Satterwhite , testif ied that ,  if the 

Commission mod if ied the Sett lement to e l im inate the $0. 1 O per meter per month 

economic development su rcharge for res ident ial customers ,  Kentucky Power cou ld 

agree to a commensu rate i ncrease in  the H EAP su rcharge by $0 . 1 0  per res idential 

meter per  month , with match ing shareholder funds . 1 05 

The Sett lement is s i lent as to the HEAP surcharge . 

The Commission f i nds that the p roposed i ncrease in the HEAP su rcharge is 

i nsufficient to add ress the demonstrab le need to assist e l ig ib le low-i ncome custome rs 

with the i r  e lectric b i l ls .  The Comm ission further f inds that the H EAP su rcharge shou ld 

be i ncreased by the correspond ing amount that the economic deve lopment surcharge 

for resident ia l  customers is reduced .  Therefore , the Commission rejects Kentucky 

Power's proposed increase i n  the HEAP surcharge to $0.20 per  residential mete r per 

month .  The Commission f i nds an increase of the HEAP su rcharge to $0 .30 per 

residential mete r per month is reasonable and should be approved . 

Rockport Defe rra l Mechan ism 

In the Sett lement, Kentucky Power and the Sett l ing l ntervenors agreed to defer 

$50 m i l l ion of non-fue l  and non-envi ronmental l ease expenses from Rockport Un it 2 

1 04 Mccann Testimony at 6, 1 7; Dism ukes Test imony at 4 .  
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over f ive years, with  the estab l ishment of a regu latory asset for later recovery 

("Rockport Deferral Regu latory Asset") of these expenses . Th is Rockport Deferral 

Regu latory Asset , p lus a carrying charge based on a WACC of 9 . 1 1 percent , wi l l  be 

recovered th rough Kentucky Power's Tariff P . P .A .  over five-years starting in December 

of 2022 . The dates of the end of the defe rral period and the start of the f ive-year 

amortizat ion period co incide with the anticipated end of the Rockport UPA lease 

agreement . 1 06 

The Sett lement proposed a deferral of $1 5 m i l l ion in  20 1 8  and 20 1 9 , $ 1  O m i l l ion 

in 2020,  and $5 m i l l ion in  202 1 and 2022 . The Settlement's an nua l  revenue 

requ i rement ref lects a decrease to base rates of  the 20 1 8 $ 1 5 m i l l ion adjustment. In  

2020 ,  202 1 and 2022 the decrease in the deferral wi l l  be offset with an increase in  the 

amount recove red th rough Tariff P .P .A .  Addit ional ly , in  2022 , the increase in the 

amount recove red th rough Tariff P .P .A .  wi l l  be prorated through December 8 ,  2022 , as 

the Rockport UPA wi l l  te rm inate on that date . By ut i l iz ing Tariff P . P .A . , Kentucky Power 

is ab le to reduce the annual defe rral amount and concu rrent ly keep base rates 

unchanged . Begi nn ing in December  2022 , the f ive-year deferra l period wi l l  end and the 

recovery of  the Rockport Deferra l  Regu latory Asset w i l l  beg i n .  The Rockport Deferral 

Regu latory Asset wi l l  be amort ized th rough 2027 and be subject to carrying charges 

unt i l  it is  fu l ly recovered. Kentucky Power est imates that the Rockport Defe rral 

10s Dec . 7 ,  201 7 H .V.T. at 1 0 : 53:09.  

1 o s  Satterwh ite Settlement Testimony at S- 1 0 .  
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Regu latory Asset wi l l  total approxi mate ly $59 m i l l ion i n  December 2022 . That amount 

wi l l  decrease i ncrementa l ly u nti l fu l ly co l l ected ove r the f ive-year amortizat ion period . 07 

Neither the Attorney General nor KCUC offe red test imony concern ing  the 

Rockport Deferral .  However, du ring the hearing and in  h is post -hearing b rief ,  the 

Attorney General expressed h i s  concerns about the "ve ry large f inanc ing costs'' 

associated with the deferra ls ,  stating  that the "$SOM over the ent i re deferra l  period is 

going to have f inancing costs p i led on top of it . . .  [t] hese f inanc ing costs are at the 

weighted ave rage cost of cap ital incl ud i ng the 9 .75 percent retu rn of equ ity wh ich then 

gets a tax g ross up on top of it . " 1 08 The Attorney General further stated that a concern 

that the costs of the deferral wi l l eventual ly requ i re rate recovery in  future rate 

proceed ings . 1 09 The Attorney General recommended that the carrying charge be 

reduced to 4 .36 percent for Kentucky Power's cu rrent long term debt . 1 1 0  

I n  response , Kentucky Powe r argued that the 9 . 1 1 percent WACC made 

Kentucky Power f i nanc ia l ly whole because of its need to f i nance the deferral th rough a 

comb inat ion of debt and equ ity, and therefore was approp riate . 1 1  

The recovery pe riod of t h e  proposed Rockport Deferral Mechan ism i s  cont ingent 

upon Kentucky Power not renewing the Rockport UPA. 1 1 2  If the lease is not renewed, 

1 07 See Appendix A,  parag raph 3 for  detai ls of the Rockport U PA Expense Defe rral . 

1 08 Dec. 6 , 20 1 7  H .V.T. at 04: 0 1 : 1 9 ; See also Attorney General 's B r ief at 3 1 . 

1 09 Dec. 6 ,  20 1 7  H .V.T.  at 04:01  : 1 9  

1 1 0  Attorney Gene ral 's Brief a t  3 1 . 

1 1 1  Kentucky Power's Post Hearing Bri ef ( "Kentucky Power's B rief") (f i led Jan .  5 , 20 1 8) at 48. 

1 1 2  Kentucky Power stated that it is un likely that the Rockport lease wi l l  be renewed . Dec . 6 , 20 1 7  
H .V.T. at 5 : 47:44; Kentucky Power Response to Staff 's Second Request, Item 72 . 
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the expenses associated with the Rockport U PA wi l l  be removed from rate base , which 

al lows the regu latory asset to be funded without a change in  rate base .  However, i f  the 

lease is renewed,  the defe rred expenses wi l l  have to be recovered from futu re 

ratepayers ,  and possib ly t h rough an i ncrease i n  rate base . 1 1 3  The Commission 

recogn izes that there are i nherent risks associated with any deferral mechan ism ,  

especial ly s ince t he  defe rra l  recovery is cont ingent upon not renewing the  Rockport 

UPA .  G iven Kentucky Power's excess capacity and s low load growth ,  the Commission 

bel ieves the benef its of the deferra l  outwe igh the associated risks , and approves the 

Rockport Deferral Mechanism and the associated $1 5  mi l l ion decrease to rate base . 

The carrying charges associated with th is rider  shal l  be based on the WACC approved 

in th is Order and are effect ive as of the date of th is Order .  Th is approval is for 

account ing pu rposes on ly, and the appropriate ratemaki ng t reatment for this regu latory 

asset account wi l l  be add ressed i n  Kentucky Power's next general rate case.  

Environmental Su rcharge Tariff E .S .  

Kentucky Power proposed an  add it ion to  its Environmental Comp liance P lan to 

recover the cost of insta l l i ng Selective Catalytic Reduct ion ("SCA") technology at 

Rockport Un it 1 ,  affecting the amounts col lected under Tariff E .S  The project is 

d iscussed late r in  the Envi ronmental Comp l iance Plan sect ion of th is Order. Kentucky 

Power est imated the revenue requ i rement for the SCA p roject to be $3 ,903 ,065. 1 1 4 The 

Comm ission f i nds the Rockport Un it 1 revenue requ i rement to be reasonab le .  

1 1 3 Satterwhite Settlement Test imony a t  S- 1 3 . 

1 1 4 El l iott Testimony, Exhib it AJE-5.  
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TOTAL JURISDICTIONAL REVENUE REQUIREMENTS 

The Commission has found that Kentucky Power's required ROE falls within a 

range of 8.60 percent to 1 0 .31 percent, and approves an ROE of 9.70 percent. The 

Settlement proposed a base rate increase of $31 .8 million and environmental surcharge 

revenues of $3.9 mil l ion , for a total of $35.7 mil l ion. The environmental surcharge is 

discussed farther below. Because Kentucky Power recovers the costs associated with 

the decommissioning of coal-related assets at Big Sandy through the Decommissioning 

Rider, those costs are not included for recovery in the base rates. However, for the 

twelve months ending September 30, 201 8, Kentucky Power will recover approximately 

$20.2 mill ion through the Decommissioning Rider, 

Due to the modifications the Commission makes to the Settlement and the 

provision for the reduction in the federal corporate income tax rate from 35 percent to 21  

percent in  the Tax Cuts and Jobs Act, the Commission finds that an increase in  base 

rate revenues of $ 12 .35 mill ion, as shown in Appendix F to this Order, exclusive of the 

environmental surcharge, will result in fair, just, and reasonable electric rates for 

Kentucky Power and its ratepayers. The Commission utilized Kentucky Power's equity 

gross up revenue conversion factor ("GRCF"), as provided in Kentucky Power's revised 

Environmental Surcharge forms filed on January 3, 201 8, to reflect the reduction in the 

federal corporation income tax rate effective with the date of this Order. Additionally, 

the adjustments the Commission makes to the test year operating income and expense 

items reflect the income tax rate reduction and change in the GRCF. The excess 

accumulated deferred income tax ("ADIT") impacts resulting from the reduction federal 

corporate income tax rate will be addressed in Case No. 201 7-00477. The Commission 
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also f inds that Kentucky Powe r shou ld  estab l ish a mechan ism to track the over/under

co l lect ion of federal i ncome tax.es , and that a true-up of any over/under-co l lect ions be 

add ressed in Case No. 20 1 7-00477 . 

Due to the economic cond it ions in  Kentucky Power's service territory,  the 

Comm ission bel ieves that the impact of the federal corporate income tax reduct ion on 

rates shou ld be put i nto p lace effective with the date of this Order. In add it ion , the lower 

rates should se rve as an impetus for economic development th rough recru it ing new 

businesses as we l l  as mai ntai n i ng  exist ing bus iness customers .  

NON REVENU E  REQU I REMENT R I D E RS AND TAR I FFS 

The fol lowing sect ions address ride rs and a tariff that have no d i rect impact on 

Kentucky Powe r's revenue requ i rement . The d iscussion covers both those that have 

been contested, and those that are inc luded in the Sett lement .  

Non-Ut i l i ty Generator Tariff 

I n  its App l i cat ion ,  Kentucky Powe r proposed to revise the Non-Ut i l ity Generator 

Tariff ("Tariff N . U .G .") to e l im inate a provis ion that requ i res a 30-day written notice to 

customers taking service unde r Tariff N .U .G .  if a transmiss ion p rovider imp lements 

charges for t ransmission congestion .  Kentucky Power asserted that th is c lause i s  no 

longer  necessary because PJ M has al ready c reated t ransmission congest ion 

charges . 1 1 5 Kentucky Powe r a lso proposed to revise language in  the special terms and 

cond itions sect ion of Tariff N . U .G .  to cla rify the requ i rement to take service for remote 

1 1 5  Appl ication , Vaughan Direct Testimony at 25 . 
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self-supply. 1 6 The Sett lement is si lent as to Tariff N . U .G .  Neither KCUC nor the 

Attorney General contested the proposed revisions to Tariff N. U. G .  

The Commission finds the revisions to Tariff N .U. G .  to be reasonable and that 

they should be approved. 

Systems Sales C lause 

I n  its App l icat ion , Kentucky Power proposed to reduce monthly bi l l  vo latility by 

revising its Tariff S .S.C .  to change f rom a month ly system sales adjustment factor to an 

annual sales adjustment factor . Kentucky Power further proposed to set the Tariff 

S.S.C. rate to $0 , with the difference between actual off-system sales marg ins and a 

base amount of $7 ,163 ,948 deferred based on the current 75/25 customer sharing 

mechanism approved in Case No.  2014-00396. 1 1 7  The net deferred cred i t  or charge to 

customers would then be the base for the annual Tariff S .S.C. rate update. 1 1 8  Kentucky 

Power proposed to f i le  the required true-up informat ion no later than August 1 5 of each 

year, with rates to be effect ive with Cycle 1 of October. The f i rst fili ng  would be made 

by August 1 5, 2018. The Settlement is si lent as to Tariff S.S .C .  Neithe r  the Attorney 

General nor KCUC contested the proposed revis ions to Tariff S. S.C. 

The Commission finds the revisions to Tariff S .S.C. ,  as adjusted to incl ude 

$7,650,350 i n  base rates, to be reasonable and shou ld be approved . 

1 1 6 Sharp Di rect Testimony at 28 . 

1 1 7 Kentucky Power c red its 75 percent of the d i fference between base and actual off system sales 
marg ins amounts to customers and retains 25 percent. 

1 1 8  Vaughan Di rect Testimony at 36-37 . 
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PJM Billing Line Items 

In the Application, Kentucky Power proposed to include additional PJM Bil l ing 

Line Items ("Blls") for recovery through its FAC. Kentucky Power stated that these 

Blls represent items that either require generation resources to be running and online, 

or are associated with other Blls that require generation resources to be running and 

online. Kentucky Power stated that all of the service functions represented by the Blls 

are related to fuel-related services previously received by Kentucky Power when it was 

a member of the AEP East Pool, and that those amounts were previously included in 

Kentucky Power's base fuel cost. The Settlement is silent as to the Blls. Neither the 

Attorney General nor KCUC contested this proposal. 

The Commission has reviewed the additional Blls and finds that they are 

appropriate for inclusion in the FAC, as these Blls represent charges and credits that 

relate to fuel consumed by resources that are running and online. Furthermore, the 

Commission finds that when Kentucky Power files its compliance tariff, it should amend 

its Tariff F.A.C to include PJM Blls 221 1 ,  221 5, and 241 5 ,  as those Blls have replaced 

BLI 22 1 0. 

MODIFICATIONS TO TERMS AND CONDITIONS OF SERVICE TARIFFS 

In its Application, Kentucky Power proposed certain revisions to its terms and 

conditions for service. The revisions include: verification of a customer's identity and 

proof of ownership or lease of property where service is requested at the time an 

application for service is filed; information to be considered when evaluating whether to 

waive a deposit; payment arrangements; mobile alerts; elimination of the employee 

discount; modifying the equal payment plan; and denial or discontinuance of service. 
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Kentucky Power a lso requested a deviat ion f rom 807 KAR 5 :006, Sect ion 1 4(2) (a) to 

amend when a customer can s ign up for the Equal  Payment P lan , and the an nual sett le

up month for certain customers .  

Ne ither the Attorney General nor  KCUC contested the rev is ions .  

The Commiss ion f i nds that the proposed revisions to the te rms and cond it ions of 

service as contained in the Appl icat ion are reasonable ,  with the except ion of the den ial 

o r  d iscontinuance of service ,  and should be approved . The Commission fu rther f i nds 

that Kentucky Power estab l i shed good cause to deviate from 807 KAR 5 :006, Sect ion 

1 4 (2) (a) , and that i ts req uest for a deviat ion shou ld be g ranted . 

As to the den ial or disconti nuance of service, the Comm ission f inds that the 

proposed revis ions as conta ined in  the App l icat ion are overbroad and do not comply 

wi th Commiss ion precedent . 1 1 9 In  response to Commission Staff's Post Hearing Data 

Request , Kentucky Powe r revised the terms for den ia l  or d iscontin uance of service as 

fol lows: 

The Company reserves the right to refuse or d iscontinue  
service to  any  customer if the customer is indebted to  the 
Company for any se rvice the retofore rendered at any 
location . Service wi l l  not be supp l ied or  cont inued to any 
prem ises if at the t ime of appl ication for service the Appl icant 
is mere ly act ing as an agent of a person or  fo rmer  customer 
who is indebted to the Company for service previously 
supp l ied at the same ,  or othe r  premises , unt i l payment of 
such indebtedness shal l  have been made;  

The Commission f inds that the revised language regard ing den ia l  or  

d iscont inuance of  service as f i led on in  the Supp lemental Response on December 2 1 , 

201 7 ,  is reasonable and should be approved . 

, , a  See H .V .T. , PSC Exhibits 2, 3, 4, and 6. 
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RATE DES IGN, TAR I FFS AND OTHER ISSUES 

Rate Design 

Kentucky Power f i led a fu l ly a l located ju risdict ional cost-of-service study 

("COSS") to determ ine the cost to service each customer class as we l l  as the rate of 

return on rate base for each class du ring the test year. The resu lts of the COSS 

i l l ustrate the amount of cross-subsid izat ion between the rate classes and show that a l l  

non-resident ia l rate classes subsid ize the resident ia l  c lass . In  its Appl ication , Kentucky 

Power p roposed to reduce these subsid ies by f ive percent in its proposed rates . The 

Sett lement modif ies this proposed revenue a l location and proposes to use the f i rst $5 .8  

m i l l ion of any Commission-authorized revenue i ncrease to the I ndustrial General 

Service ( " IGS") rate c lass to fu l ly  e l im inate the subsidy Rate IGS wou ld have paid u nder 

the rate increase as orig ina l ly  p roposed by Kentucky Power. 1 20 The remain ing revenue 

i ncrease is sp read un iform ly among the rate classes,  further  reducing interclass 

subsides. 1 2 1 

The Attorney General d id not offer any test imony concern ing the  al location of any 

proposed revenue i ncrease , aside from recommending l im it ing any revenue increase , 

and stat ing that Kentucky Power's customers are unable to afford a rate i ncrease and 

that a large increase wou ld  set the ent i re economy of Eastern Kentucky back, 

counteract ing any econom ic expans ion . 1 22 

1 20 Satte rwhite Settlement Testimony at S-9; Dec. 8, 20 1 7  H .V.T. at 2 :59:20; Di rect Test imony of 
Stephen J .  Baron ("Baron Testimony") at 1 5  and Table 2 .  

1 2 1  Satterwhite Settlement Testimony at S-9 . 

122 Dismukes Test imony at 3 .  
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The KCUC does not support the revenue al location as set forth in  the Settlement, 

contending that the Sett lement does not provide fai r or  reasonab le t reatment of the 

Tariff L .G .S .  customer class . KCUC stated that in  add it ion to bear ing a subsidy bu rden 

associated with the overa l l  rate st ructu re ,  the L .G .S .  c lass must also absorb an 

add it ional $500 , 000 su bsidy resu lt ing from the Pub l i c  and Private School service ("PS") 

tariff . 1 23 To remedy th is ,  the KCUC proposes that the f i rst $500 ,000 of any add it ional 

Comm ission-d i rected decrease in  the revenue  requ i rement be appl ied to the Tariff 

L .G .S .  customer class and any revenue reduct ion beyond $500 ,000 be un iform ly spread 

among a l l  the rate classes i n  p roportion to each class's revenue requ i rement . 1 24 

Resident ial Customer Charge 

I n  i ts Appl icat ion , Kentucky Powe r proposed an increase in the resident ia l 

customer charge from $1 1 .00 to $ 1 7 .50 ,  an increase of 59 percent .  The cost-of-service 

study f i led by Kentucky Power in  t h is proceed ing su pports a customer charge of 

$37 .88 . 1 2s The Settlement a l lows for an increase in  the resident ia l  customer charge to 

$ 1 4 .00 ,  an increase of 27 percent . 

The Attorney Genera l  objected to any i ncrease on the residential customer 

charge . 1 25 The Attorney General contended that sh ifts towards f ixed cost recove ry 

disproport ional ly h u rt low- i ncome customers and Kentucky Power d id not provide 

123  Settlement Test imony of Kevin H igg ins ("H iggins Settlement Testimony") at 2 .  

1 24 Id. at 4 .  

1 25 Vaughan Di rect Testimony, Exh ib it AEV-2 at  1 .  

1 2s Dismukes Testimony at 6 .  
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suff ic ient evidence to just ify an i ncrease . 1 27 The Attorney General argued that Kentucky 

Power's f ixed cost calculat ion of a lmost $38 .00 is f lawed because a portion of demand

re lated costs are ass igned as f ixed costs, which the Attorney General a rgued is 

fundamenta l ly i ncorrect . 1 28 The Attorney Genera l  noted that none of the parties to the 

proposed Sett lement rep resent the i nte rests of resident ia l  ratepayers , and the p roposed 

$ 1 4 wou ld recover too much of any potent ial revenue i ncrease th rough the customer 

charge and underm ine  future incentives for effic iency, resu lt ing i n  an erosion of L IHEAP 

funds . 1 29 

The Comm ission be l ieves an increase to the Resident ial Basic Service Charge is 

warranted , and f inds that the Sett lement 's increase to $1 4 .00 is reasonable . The 

p roposed 27 pe rcent i ncrease is consistent with the pr inc ip le of gradual ism that the 

Comm ission has long employed . Consistent with th is change , the Commiss ion also 

approves the customer charges of $ 1 4 .00 as set forth in  the Sett lement for the th ree 

optiona l  resident ia l tariffs: 1 )  Resident ial Service Load Management T ime-of-Day; 2) 

Resident ial Service T ime-of-Day; 3) and Experimental Resident ial Service Time-of-Day 

2 .  The Comm ission also approves a customer charge of $ 1 4 .50 for the new opt ional 

Resident ia l Demand Metered E lectric Service ( ''Tariff R .S .D .") . 1 30 

121 Id. 

1 28 Id. at 20. 

1 29 Attorney General's Brief at 32-33. 

1 30 The Settlement and supporting test imony state that Kentucky Power and the Settl ing 
l ntervenors agreed to a residentia l  customer  charge of $ 1 4 .00. Settlement at parag raph 1 6(a); 
Satterwhite Settlement Test imony at S-22 . The proposed Settlement Tariff R .S .D .  filed on Dec. 1 ,  20 1 7,  
inadvertent ly  conta ins a month ly customer charge of $ 1 7 . 50 .  
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General Service Rate Class 

Kentucky Power proposed to combine the Smal l  Genera l  Service ("S .G .S . ") and 

Med ium Genera l  Service ( "M .G .S . ") rate classes i nto a s ingle General Service ("G .S ." )  

rate c lass u nder wh ich a l l  gene ral service custome rs with average demands up to 1 00 

ki lowatts ("kW") wi l l  take service . Kentucky Power stated that both the S . G .S .  and 

M .G .S .  rate classes cu rrently i ncur  a month ly  service charge and a b locked ene rgy 

charge . Add it ional ly ,  the M .G .S .  rate class i ncu rs a demand charge . Due to th is cu rrent 

tariff structu re , there is movement between the S .G .S .  and M .G .S .  rate c lasses as load 

characte rist ics vary month to month for many commerc ial customers .  Kentucky Power 

stated that combin ing the S .G .S . and M . G .S .  i nto a s ing le tariff a l lows for adm in istrat ion 

eff ic iencies by e l im inating th is  movement betwee n the two rate classes . 1 3 1  The new 

G .S .  tariff comb ines rate design featu res from the S .G .S .  and M .G .S .  tariffs, and wi l l  

i nc lude a month ly service charge ,  two b locked energy charges, and a demand charge 

for month ly b i l l i ng demand g reater than 1 0  kW . The blocked energy charge trans it ion 

po int is 4 ,450 ki lowatt hou rs ("kWh") . Kentucky Power stated that setting the kWh b lock 

at 4 ,450 kWh ensures that almost al l usage that was b i l l ed u nder  the cu rrent S .G .S .  

tariff wi l l  cont i nue to  be b i l led on an energy charge on ly and such a rate design wi l l  

m in im ize b i l .1 impact on cu rrent S .G .S .  and M .G .S .  customers . 1 32 

Although the proposed rate design m in im izes the impact on an ave rage 

commercial customer, due to the proposed increase in the demand charge from $1 .9 1  

1 3 1 Vaughan D i rect Testimony at 2 1 . 

132 Id. at 2 1 . 
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fo r a l l  kW to $7 .95 for a l l  kW greater than 1 0  kW , it negative ly  affects customers whose 

load characte rist ics inc lude low usage coupled with h igh demand . 1 33 The Comm ission 

be l ieves that Kentucky Powe r's proposed increase in  the demand charge of ove r 300 

pe rcent is excessive . For this reason ,  the Commiss ion wi l l  m in im ize the impact on h igh 

demand commercia l customers ,  apply a 2-step phase- i n  increase of demand rates, and 

l im it the increase in  year 2 to $6 .00 per kW . In add it ion ,  Kentucky Power must ident ify 

and contact G .S .  class custome rs whose ave rage monthly demand is 25 kW or greater 

to meet to d iscuss the impacts of the rate increase on those customers' b i l ls and 

analyze other tariff opt ions , such as time-of-day rates, that may offer re l ief to these 

customers .  Last , Kentucky Powe r should f i le with the Commission ,  with i n  twelve 

months of th is Orde r, a report l i st ing the commercia l  customers who meet th is  load 

prof i le and the resu lts of each meeting .  

Rate Adjustment 

In sett ing the rates shown in Appendix C, the Comm ission mainta ined the bas ic  

service charge for each class that was i nc luded i n  the Settlement .  The reduct ion of 

Kentucky Power's revenue increase was a l located to the energy charges of those 

customer c lasses for wh ich revenue increases were proposed . The reduct ion to each 

class's proposed revenue increase was approximately in proportion to the i ncrease set 

forth in the Sett lement .  

1 33 Dec.  8 ,  20 1 7  H .V.T. at  4 : 53:40. 
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Tariff Pu rchased Power Adjustment 

I n  its Appl icat ion ,  Kentucky Power proposed to include the fol lowing add it ional 

cost of service items to be tracked and recovered th rough Tariff P . P .A . :  ( 1 ) PJM OATI 

charges and c red its that it incu rs or  rece ives from its participat ion as a LSE in the 

organ ized wholesa le power markets of PJ M ;  (2)  pu rchased powe r costs exc luded from 

recovery th rough the FAG as a resu lt of the pu rchased power l im itation ; and (3) ga ins 

and losses from inc idental gas sales. I n  add it ion ,  Kentucky Power proposed to change 

Tariff P . P .A .  f rom a monthly adjusti ng  su rcharge to an ann ual ly updated su rcharge . 

The Attorney General f i led test imony stat ing that these cost-of-se rvice items 

should continue to be co l lected th rough base rates as Kentucky Power has not 

demonstrated a compe l l i ng  reason to have these items t racked and recovered t h rough 

Tariff P . P .A . 134 

1 .  PJ M LS E OATI Charges and Cred its 

Kentucky Power proposed to inc lude the fol lowing PJM LS E t ransm iss ion 

charges and c red its to costs recoverable th rough Tariff P . P .A . : network i ntegrat ion 

t ransm ission service ("N ITS") ; t ransm ission owner schedu l ing system control and 

d ispatch service ( ''TO") ; regiona l  t ransmiss ion expans ion p lan ("RTEP") ; point-to-point 

transmission service ; and RTO start-up cost recovery.  An adjusted level of the net 

OATI charges and credits in  the amou nt of $74 ,377 ,364 wi l l  be inc l uded i n  base 

rates . 1 3s The amount above or be low the base rate level wou ld be tracked month ly and 

the an nual net over- or  under-col lection wou ld  then be col lected from or credited to 

customers through the operat ion of Tariff P . P .A .  

1 a4 Sm ith Testimony a t  70. 
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Kentucky Power stated that the p roposed tracking mechan ism for PJ M OATI 

LSE Charges is necessary due to the volat i l i ty of these PJM charges and cred its , wh ich 

Kentucky Power claimed are largely out of i ts control . Kentucky Power est imated that 

its PJM OATI LSE expenses wi l l  i ncrease i n  201 8 by approximately $ 1 4 m i l l ion , or 1 9  

percent over the test year amount . 1 36 Kentucky Power expects increasing investment in 

the t ransmission grid by PJ M member t ransmission owners, wh ich wi l l  i ncrease 

transmission charges al located to LSEs in PJ M .  Kentucky Power stated that t racking 

the PJM LSE charges and cred its via Tariff P . P .A . cou ld p rec lude it f rom seeking  more 

frequent rate cases. 1 37 

Fina l ly , two proceedings cu rrently before the FERC may affect the leve l of PJM 

LSE OATI charges i ncu rred by Kentucky Power. One proceed ing is a chal lenge to the 

ROE inc luded i n  the AEP Zone formu la ,  which dete rm ines the PJM transmiss ion costs 

of service for the AEP Transm ission Zone .  Kentucky Power stated that at th is  time ,  any 

change resu lt ing from th is p roceed ing is not known and measurable . Therefore , an 

adjustment i n  t h is case is not possib le .  The second proceeding is a pending non

unan imous sett lement regard ing the cost a l location methodology h istorical ly used by 

PJ M to a l locate costs of transmission enhancement p rojects to the LSEs in its footp rint .  

I f  approved,  the p roposed stipu lat ion is  expected to resu l t  in  lower PJM LSE OATT 

1 35 Vaughan Direct Testimony at 29.  

1 36 Satterwhite Sett lement Testimony at S- 1 4-S- 1 5 . 

1 37 Vaughan Di rect Testimony at 27-28. 
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charges. However, the t im i ng or magn itude of the poss ib le  cost al location changes are 

not cu rrently known .  1 30 

The Sett lement revised the p roposal regard ing the PJ M OA TT LSE charges and 

cred its as fol lows: 

• Kentucky Power wi l l  recover and col l ect 80 percent of the ann ual  over- or 

under-co l lect ion of PJM OATT LSE charges, as compared to the ann ual amount 

inc luded in  base rates, ("An nua l  PJM OATT LS E Recovery") th rough Tariff P . P .A .  

• Kentucky Power wi l l  cred it aga inst the Annua l  PJ M OA TT LSE Recovery 

1 00 pe rcent of the d i fference between the retu rn on its i ncrementa l t ransm ission 

investments calcu lated using the FERC approved PJ M OATT retu rn on eq u ity, and the 

retu rn on its i nc remental t ransm ission i nvestments calcu lated us ing the 9 .75 percent 

retu rn on equ ity p rovided for in the sett lement .  

• The changes to Tariff P . P .A .  to a l low for the An nua l  PJM OATT LSE 

Recovery wi l l  term inate on the effective date when  base rates are reset in the next base 

rate proceeding un less otherwise extended by the Commission . 

Due to the volat i l ity of the OATT charges and cred its , the Commission f i nds the 

proposal to i nc lude the PJ M LSE t ransmission charges and cred its to the costs 

recoverab le th rough Tariff P . P .A. , as mod if ied i n  the Sett lement ,  reasonab le  with one 

mod ificat ion . When calcu lat i ng the cred it agai nst the Annual PJM OATT LSE Recovery, 

the retu rn on equ ity amounts used to calcu late the incrementa l t ransmission 

i nvestments shal l  be 9.7 percent ,  the Commission-app roved ROE amount .  

138 Id. at 28-29 .  
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I n  conju nction with approving the PJM OATT LSE tracker, the Commiss ion f inds 

that the three-year stay-out provis ion in  the Settlement is reasonab le and should be 

accepted. In app roving the t racke r, the Commission addresses Kentucky Power's 

primary concern , raised in  the last rate case and in  t h is case , that an increase in  major 

expenses not d i rect ly u nder  Kentucky Power's contro l  wou ld resu lt i n  more frequent rate 

cases. 

Regard i ng  proposed transmiss ion p rojects at PJ M,  the Commission expects 

Kentucky Power to work t h rough the PJM stakeholder process to protect its customer 

i nterests . 

2 . FAC Pu rchased Power L im itat ions .  

Kentucky Powe r proposed to track, on a month ly bas is ,  the amount of  pu rchased 

power costs excl uded for recove ry th rough the FAC over or above the base rate l eve l 

us ing deferral accounting .  The annual net over- or  under-co l lect ion of these pu rchase 

powe r costs wou ld be co l lected from or cred ited to customers through Tariff P . P .A. 1 39 

The FAC Purchase Power Lim itat ion is a calcu lat ion that caps the amount of 

pu rchase power expense to be recovered th rough the month ly FAC surcharge . The 

calculat ion compares the cost of actual pu rchased power on an hou rly bas is to the cost 

of Kentucky Power's h ighest cost un it or  the theoret ica l  peaking u n it equ iva lent ,  and 

caps the FAG-recoverab le pu rchase power expense at the cost ($/MWh) of the highest 

gene rat ing  un it (Kentucky Powe r owned or peaking un it equ ivalent) . Kentucky Power 

c la ims that ,  because it re l ies on factors outs ide of i ts control , the FAC Purchase Power 

Lim itation and the peaki ng un i t  equ ivalent ca lcu lat ion p romote variabi l ity and volat i l ity. 

1 39 Id. at 29 .  

-54- Case No. 20 1 7-00 1 79 

Compay Hearing Exhibit 3 
Page 54 of 122



The Commission is not convinced that this issue requires special ratemaking 

treatment. The Commission has long held that any purchased power costs not 

recoverable through the FAC are eligible for recovery through base rates. The 

Commission finds Kentucky Power's proposal to include an estimated amount of FAC 

Purchased Power Limitation Expense in base rates, and to subsequently true up that 

amount through Tariff P.P.A. ,  is unreasonable, and therefore should be denied. The 

Commission notes that Kentucky Power filed this case using a h istoric test period. The 

Commission will allow recovery of the test year amount of purchased power reasonably 

incurred, but excluded from the FAC. To the extent that Kentucky Power incurs any 

expense due to purchased power that is appropriately incurred after the test year, but 

excluded from the FAC, it can file a base rate case seeking recovery of those expenses. 

For the foregoing reasons, adjustments W26 and W27, which total $4,032,786, are 

unreasonable and should be removed from the revenue requirement. 

3. Peaking Unit Equivalent Calculation 

Kentucky Power proposed to change the methodology for calculating the peaking 

unit equivalent ("PUE") used in determining the FAC Purchased Power Limitation. In its 

Application, Kentucky Power proposes to include the cost of firm gas service as an 

expense in the calculation of its PUE. Kentucky Power stated that since the 

hypothetical combustion turbine ("CT") could be dispatched any day of the year, it 

requires f irm gas service. The Commission disagrees. While firm gas service would 

certainly allow the CT to be dispatched any day of the year, the Commission is unaware 

of any jurisdictional utility util izing firm gas service for a CT. Because CTs typically 

operate at low capacity factors and are primarily utilized during the summer peaking 
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months ,  when p ipe l ine capacity wou ld typ ica l ly  not be constrained , the Commission 

f inds the inclus ion of f i rm gas service in  the calcu lat ion of the PUE to be un reasonable ,  

and therefore , th is change in the PUE calcu lat ion shou ld be den ied .  Kentucky Power's 

p roposal to i nc lude startup costs and variable O&M expense is reasonable and shou ld 

be approved . 

4 .  Gains and  Losses from I nc idental Gas Sales.  

Kentucky Powe r proposed to recover gai ns and losses from i nc idental sales of 

natural gas th rough Tariff P . P .A .  Kentucky Powe r nominates B ig Sandy Un it 1 i n  the 

PJ M day-ahead e lect ric powe r market based in  part on the price of  natu ral gas 

pu rchased for de l ivery the next day. If the Big Sandy Un it 1 Day Ahead nomination 

price is higher than the PJ M e lect ri c  power market c learing p rice , Big Sandy U ni t  1 is 

not selected to run in the Real  Time Market .  In such a case , the natu ra l  gas pu rchased 

must e ithe r  be stored by Columbia Gas or be so ld . Kentucky Power stated that in  

August ,  September ,  and November of  20 1 6 ,  the re were days that i t  was requ i red to sel l 

natu ra l  gas that had been pu rchased for de l ivery  because B ig  Sandy Un it 1 was not 

se lected by PJM to run . 1 40 

I n  Case No. 201 4-00078 , Duke Ene rgy Kentucky ( "Duke Energy") proposed 

s i m i lar treatment of gains and losses it expe r ienced in  January and February of 20 1 4  

f rom inc idental sales of natu ral gas. 1 4 1 Du ke Energy amended its req uest to apply to 

s im i lar losses or  gains occu rri ng in  the futu re .  The Commission approved the t reatment 

of the January and February 20 1 4  gains and losses.  However, the Comm ission found 

1 40 Application , D i rect Testimony o f  John A. Rogness a t  26-27 

1 4 1  Case No. 201 4-00078 , An Investigation of Duke Energy Kentucky, Inc. 's Accounting Sale of 
Natural Gas Not Used in Its Combustion Turbines ( Ky .  PSC Nov. 25, 20 1 4 ) .  
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Duke Energy's proposal to apply such t reatment to s imi lar losses or gains i n  the future 

to be ove rly b road and d id not approve such treatment , f ind ing that such gains and 

losses should be invest igated on a case-by-case bas is .  

In  th is case , the Commission f inds ,  as i t  d id i n  Case No .  20 1 4-00078 , that gains 

and losses from the i nc idental sale of natu ral gas shou ld be i nvestigated on a case-by

case basis. If such gains or  losses occu r i n  the futu re ,  Kentucky Power should notify 

the Commission so those matters may be addressed i n  a formal proceed ing .  For 

pu rposes of th is case, the Comm ission f i nds that the gain on the i nc idental sale of 

natu ral gas of $ 1 3 ,982 should be ut i l ized to reduce Kentucky Power's revenue 

requ i rement .  

Tariff K- 1 2  School 

In its Appl icat ion , Kentucky Power proposed to d iscont inue the p i lot Tariff K- 1 2 

School under which pub l ic  schools i n  Kentucky Power's service te rritory took service 

under discou nted rates . Kentucky Power stated that its load research and class cost of 

service study demonstrated that Tariff K- 1 2 School customers would be better off in  the 

Tariff L .G .S .  customer c lass than they were p revious ly a part of p rior  to the p i lot Tariff K-

1 2 . 

Tariff P i lot K- 1 2  School was approved as part of the sett lement agreement i n  

Case No.  20 1 4-00396. I n  Case No .  201 4-00396 , KSBA argued , as i t  does in  th is 

proceed ing ,  that publ ic school load characterist ics were suffic iently un ique to justify a 

d ist inct rate c lass for K- 1 2 schools .  Because school  load data d id  not exist ,  Kentucky 

Power agreed to estab l ish a p i lot tariff with load research meters at 30 K- 1 2  schools .  
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Kentucky Power further agreed to evaluate whethe r  to continue Tariff K- 1 2  School i n  its 

next base rate case us ing the load research data. 

Tariff K- 1 2  School rates were designed to p roduce an annual  revenue 

requ i rement that was $500 ,000 less than would be p roduced under  the L .G .S .  rates 

from custome rs e l ig ib le  to take service u nder Tariff K- 1 2  Schoo l . 1 42 Tariff L .G .S .  and 

Tariff M .G .S .  customers rates were designed to inc lude the $500,000 subsidy to Tariff 

K- 1 2  Schoo ls . 1 43 

Under the Sett lement , Tariff K- 1 2  School wou ld cease to be a p i lot , and would 

conti nue  as a separate rate c lass .  The tariff wou ld be avai lab l e  to a l l  K- 1 2  schools ,  

pub l ic and p rivate , i n  Kentucky Power's se rvice territory with normal maximum demands 

greater than 1 00 kW . Tariff K- 1 2 School rates continue to be designed with a $500 ,000 

subsidy absorbed by Tariff L. G .S . customers .  

I n  its Sett lement Test imony, KCUC asserted that the Sett lement is unfai r and 

un reasonab le  because L .G .S .  customers had to absorb the subs idy to provide a 

$500 ,000 benefit for Tariff K- 1 2  Schoo l  customers ,  i n add it ion to a sign if icant i nter-c lass 

subsidy bu rden as part of the overa l l  rate structu re . 1 44 KCUC stated that it d id not object 

to the $500 ,000 d iscount to Tariff K- 1 2 School customers ,  but i nstead objected that the 

d iscount is fu nded by L .G .S .  customers ,  and not sp read out among a l l  customer 

c lasses.  As a remedy, KCUC proposed that , i f  the Commiss ion reduced the revenue 

requ i rement ,  that the f i rst $500 ,000 of any reduction be app l ied f i rst to  reduce the 

revenue requ i rement of the L .G .S .  class . 

1 42 Case No. 201 4-00396, F ina l  O rder, at 1 9 . 

1 43 Id. 
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The Commission f inds that load research data col lected and analyzed by 

Kentucky Power demonst rates that a separate , d iscounted K-1 2 schools tariff is not 

justif ied and that pub l ic  school usage characteristics do not support the discounted rates 

paid by Tariff K- 1 2  School customers re lat ive to the L .G .S .  class. The Commiss ion 

f inds that i t  is un reasonable to continue Tariff K- 1 2  Schoo l ,  and the refore rejects th is 

port ion of the Settlement .  

G reen Pric ing Opt ion R ider/Renewable  Power Option R ider  

Kentucky Power p roposed to revise i ts  G reen Pric ing Option R ider to expand the 

categories of  renewable energy credits avai lab le ,  to al low partic ipat ing customers to 

purchase the i r  fu l l  requ i rements f rom renewable energy generators ,  and to change the 

name of the r ide r to the Renewable Power Option R ider  ("Rider  R . P .O") . The 

Commission f i nds that the R ider R . P .O.  p rovis ion in  the Sett lement is reasonab l e  and 

shou ld be approved . 

Tariff C.A.T .V.  

I n its App l icat ion , Kentucky Power p roposed to increase Tariff C.A .T .V .  rates for 

pole attachments on a two-user pole f rom $7 .2 1 per year to $ 1 1 .97 per year, and for 

pole attachments on a th ree-user po le  f rom $4 .47 per year to $7 .52 per year. In the 

Settlement ,  Kentucky Power and the Sett l i ng l ntervenors agreed to a rate of  $ 1 0 . 82 per 

year for attachments on a two-use r po le ,  and $6 .7 1  per year for attachments on a th ree

user po le .  

The Commission f inds that the rates for  Tariff C .A .T .V .  as set forth i n  the 

Sett lement are reasonable and shou ld be app roved . 

i 44 H iggins Settlement Testimony at 2. 
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Temporary Service Tariff 

I n  its Appl ication ,  Kentucky Power p roposed to revise its Temporary Service 

Tariff (''Tariff T .S .") to l im it service provided under Tariff T .S .  to ensu re that customers 

do not cont inue to take service under Tariff T .S .  even after construction is  complete and 

the faci l ity is  occup ied .  The Comm ission f inds these changes to be reasonable and that 

they should be approved.  

Optional Residential Demand Charge Tariff 

Kentucky Power proposed a new optional resident ia l  rate schedu le (''Tariff 

R .S .D .") that wi l l  be avai lable to up  to 1 ,000 res ident ial custome rs .  The rate st ructu re 

wi l l  consist of a month ly service charge ,  on-peak and off-peak kWh energy charges, and 

an on-peak kW demand charge . Kentucky Power stated that the goal of Tariff R .S .D .  is 

to send targeted price s ignals that wi l l  reward customers tor sh ift i ng usage away from 

the peak t ime periods that cause Kentucky Power to incur h igher costs .  Kentucky 

Power also stated that certain e lectric heat ing customers may benefit f rom Tariff R .S .D .  

due  t o  the i r  potent ia l ly h igher  load factor usage characteristics and that the rate design 

is revenue neutra l  to the standard residential tariff. 1 45 

The Comm ission f inds the proposed Tariff R .S .D .  to be reasonab le ,  that it shou ld 

be approved ,  and that the rates inc luded in Appendix C of th is Order shou ld be 

approved . 

Tariff C .S . -Coal. Tariff C .S . - 1 . R . P . and Tariff E .D .R .  

The Settlement extends th rough December 3 1 , 20 1 8 ,  Tariff C .S . -Coal and the 

amendments to Tariff C .S . - 1 . R .P .  and Tariff E . D . R . ,  wh ich were due to exp i re December 

1 4s Vaughan Di rect Testimony at 1 9  
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3 1 , 20 1 7 .  The Commission f i nds the extension of the tariffs reasonab le and that they 

should be approved . Any f inancial loss incurred in  connection with these tariffs wi l l  be 

deferred for review and recovery in Kentucky Power's next base rate p roceed ing .  

ENV IRON MENTAL COMPLIANCE PLAN 

I n  its Appl icat ion , Kentucky Power requested Commission approva l of an 

amended envi ronmental Compl iance Plan ("20 1 7 P lan") and an amended 

Environmental Su rcharge tariff (''Tariff E .S . " ) .  

The 20 1 7 Environmental Compl iance Plan 

The 20 1 7  P lan i nc ludes previously approved projects and two new projects , 

Project 1 9  and P roject 20. The 20 projects inc luded i n  the 20 1 7  Plan are l isted in  

Appendix D to th is Order. 

Project 1 9  wi l l  i nstal l  SCA technology at Rockport Un it 1 ("Rockport Un it 1 SCA 

Project") . The Rockport Un it 1 SCA project wi l l  reduce the p lant's n it rogen oxide 

emissions,  and is requ i red under terms of a 2007 Consent Decree ("Consent Decree") 

among several AEP ent it ies i nc lud ing Kentucky Power and l &M , and the Envi ronmental 

Protection Agency and seve ral envi ronmental p laint iffs .  

Project 20 seeks to i nc lude a return on invento ries for consumables used in 

conjunct ion with approved projects th rough Tariff E . S .  Kentucky Power cu rrent ly 

recovers the cost of the consumption of consumables th rough Tariff E .S .  The retu rn on 

consumable inventories is currently part of the general rate base . Kentucky Power 

proposed that the return on consumable inventories be recovered th rough Tariff E .S .  to 

al ign that cost with the cost recovery of items consumed . 
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Kentucky Power stated that the pol l ut ion contro l  projects inc luded i n  the 201 7 

P lan amendment are necessary to comp ly with the Federal C lean A i r  Act ( 11CAA") and 

other federal , state ,  and local regu lat ions that apply to coa l  combust ion wastes and by

products f rom fac i l it ies uti l ized for the p roduct ion of energy from coal . Kentucky Power 

asserted that the costs associated with its 20 1 7 Plan are reasonab le ,  and that the 

p rojects are a reasonable and cost-effective means to comply with envi ronmental 

req u i rements. 

The Attorney Genera l  argued that Kentucky Power shou ld not be perm itted to 

recover the cost of the Rockport Un it 1 SCA P roject . 1 46 The Attorney General asserted 

that Kentucky Power's customers have been paying increas ing amounts for 

envi ronmental costs resu lt i ng f rom the Consent Decree because AEP volu ntari ly made 

envi ronmental upgrades at generat ing stat ions ,  i ncl ud ing the Rockport generat i ng un its, 

that were not identif ied in  the orig ina l  EPA l it igation that led to the Consent Decree .  

Because Rockport was not  part of  the orig i na l  l i t igation , the Attorney General asserts 

Kentucky Power should not recover the costs for the Rockport Un it 1 SCA project from 

its ratepayers . 

I n  rebutta l ,  Kentucky Power stated that the decis ion to i nc lude Rockport i n  the 

Consent Decree sett lement was a way to remove the s ign if icant r isk of addit ional 

l it igation  at those un its not named i n  any pend i ng compla ints, as wel l as to provide a 

more favorab le outcome than wou ld be expected on an ind ividual basis . 1 47 Kentucky 

Power further stated that the Consent Decree provided certainty regard ing the t im ing of 

1 4s Sm ith Testimony at 59. 
1 41 Rebuttal Test imony of John McManus at 3. 
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add it ional contro l  instal lat ions across the AEP f leet . At the t ime of the sett lement, 

Kentucky Power was st i l l  partic ipat ing in the AEP Pool , wh ich meant that the outcome of 

l it igation i nvo lving a l l  u n its across the AEP fleet contribut ing to the pool was in the best 

i nterest of Kentucky Power and its customers .  

The Sett lement was s i lent on the 20 1 7  Envi ronmental Compl iance Plan . 

The Comm ission fi nds that the 20 1 7  Plan is reasonable as set forth in  the 

App l icat ion and shou ld be approved . 

ENV I RONMENTAL SURCHARG E TAR IFF MOD I FICATIONS 

Kentucky Power updated its Tariff E .S .  to ref lect the changes p roposed in  its 

Appl ication and the Sett lement .  Kentucky Power u pdated the l ist of p rojects in the tariff 

to match the p rojects inc luded i n  the 201 7 Plan as noted p revious ly i n  th is O rde r. 

Kentucky Powe r updated Tariff ES to ref lect the rate of retu rn inc luded in the Sett lement 

to th is  case .  Kentucky Power also updated the tariff to ref lect the new month ly base 

envi ronmental costs based on that rate of retu rn . Kentucky Power determ ined the 

annual base revenue requ i rement leve l for envi ronmental cost recovery to be 

$47,5 1 3A61 . 1 48 The Comm ission has determ ined that the correct annual  base revenue 

requ i rement is $44,379 ,3 1 6 ,  wh ich ref lects the Comm ission authorized retu rn on equ ity, 

cap ital st ructu re changes, reduct ion of the fede ral corporate income tax rate from 35 

percent to 21 percent and the depreciat ion rates set forth in Exh ib it 5 of the 

1 48 I n  the Tariff E .S .  fi led December 1 ,  20 1 7, Kentucky Power ref lected an annual base revenue 
requ i rement of $47 ,81 1 ,2 1 5 . Kentucky Power updated th is amount to $47,51 3 ,461 to reflect the 
depreciation rates included in Exhibit 5 to the Settlement Agreement. See Response to Com m ission 
Staff's Post-Hearing Request for I nformation ("Staff's Post-Hearing Request") , Item 20 attachment 
KPCO_R_KPSC_PH_20_Attachment 1  .x is .  
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Sett lement . 1 49 Kentucky Power sha l l  f i le  a revised Ta riff ES to ref lect the Commission 

authorized return on equ ity and cap ita l izat ion d iscussed in th is Order, and the annual 

base revenue requ i rement as shown on Appendix E attached to th is  order .  Per the 

sett lement agreement i n  Case No. 201 2-00578, 1 50 al l  costs associated with the Mitche l l  

FGD equ ipment are excl uded from base rates and therefore are not i nc luded in  the 

base revenue requ i rement noted above , but wi l l  be inc luded as part of the cu rrent 

period envi ronmental revenue requ i rement. The Commission f i nds that Tariff E .S .  as 

d iscussed and modif ied in th is Order should become effect ive for service rendered on 

and after  the date of th is O rder. 

Costs Associated with the 20 1 5 P lan 

Tariff E .S .  revenue requ i rement is dete rm ined by comparing  the base period 

revenue requ i rement with the cu rrent period revenue requ i rement . Kentucky Power 

proposed to incorporate the costs associated with the 20 1 7  P lan into the exist ing 

surcharge mechan ism used for previous comp l iance p lans.  Kentucky Power identif ied 

the environmental compl iance costs for the 20 1 7  Plan p rojects, wh ich Kentucky Power 

proposed to recover th rough its envi ronmental surcharge .  Kentucky Power p roposed to 

apply a g ross-up  factor to environmental expenses to account for unco l lect ib le accounts 

and the Comm iss ion assessment fee . The factor wi l l  be app l ied to the i ncremental 

change in ope rat ing ,  maintenance, and other expenses from the base period . The 

1 49 Response to  Staff 's Post-Hearing Request, I tem 20. 

, so Case No. 201 2-00578 , Application of Kentucky Power Company for ( 1) a Certificate of Public 
Convenience and Necessity Authorizing the Transfer to the Company of an Undivided Fifty Percent 
Interest in the Mitchell Generating Station and Associated Assets; (2) Approval of the Assumption by 
Kentucky Power Company of Certain Liabilities in Connection with the Transfer of the Mitchell Generating 
Station; (3) Declaratory Rulings; (4) Deferral of Costs Incurred in Connection with the Company's Efforts 
to Meet Federal Clean Air Act and Related Requirements; and (5) All Other Required Approvals and 
Relief (Ky. PSC Oct. 7 ,  201 3). 
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costs identified by Kentucky Power are eligible for surcharge recovery if they are shown 

to be reasonable and cost-effective for complying with the environmental requirements 

specified in KRS 278 . 1 83. The Commission finds that the costs identified for the 201 7 

Plan projects have been shown to be reasonable and cost-effective for environmental 

compliance. Thus, they are reasonable, and should be approved for recovery through 

Kentucky Power's environmental surcharge. 

Qualifying Costs 

As stated previously, the qualifying costs included in Kentucky Power's annual 

baseline level for environmental cost recovery under the tariff shall be $44,379,31 6. 

The qualifying costs included in the current period revenue requirement will reflect the 

Commission-approved environmental projects from Kentucky Power's 1 997, 2005, 

2007, 201 5  and 201 7  Plans. Per the settlement agreement in Case No 201 2-00578, all 

costs associated with Mitchell Units 1 and 2 FGD equipment have been excluded from 

base rates and the environmental baseline level and shall be recovered exclusively 

through Tariff E .S.  Should Kentucky Power desire to include other environmental 

projects in the future, it will have to apply for an amendment to its approved compliance 

plans. 

Rate of Return 

Paragraph 8(a) of the Settlement authorizes Kentucky Power to use a 9.75 

percent ROE to be utilized in Tariff E.S. to determine the WACC for non-Rockport 

environmental projects. However as previously noted, the Commission has authorized 

a 9.70 percent ROE that should be used for all non-Rockport environmental projects. 
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Kentucky Power's ROE for environmental projects at the Rockport Plant is 1 2. 1 6  

percent as established by the FERG-approved Rockport Unit Power Agreement. 

Capitalization and Gross Revenue Conversion Factor 

Paragraph 3(c) and Exhibit 6 of the Settlement provide that Kentucky Power shall 

utilize a WACC of 6.48 percent and a gross revenue conversion factor ("GRCF") of 

1 .6433 to determine a rate of return of 9.1 1 percent to be used in the monthly 

environmental surcharge fil ings. As a result of the reduction of the federal corporate tax 

rate from 35 percent to 21  percent, the Commission has determined that Kentucky 

Power should use a GRCF of 1 .3521 16 .  Because of the change in the authorized ROE, 

capitalization, and the GRCF, the WACC to be used for non-Rockport environmental 

projects is 6.44 percent. Utilizing a WACC of 6.44 percent and a GRCF produces a rate 

of return of 7.88 percent to be used in the monthly environmental surcharge filings. The 

WACC and GRCF shall remain constant until the Commission sets base rates in 

Kentucky Power's next base rate case proceeding. 

Surcharge Formulas 

The inclusion of the 201 7 Plan into Kentucky Power's existing surcharge 

mechanism will not result in changes to the surcharge formulas. The costs associated 

with the Mitchell FGD will be excluded from base rates and the base rate revenue 

requirement of the environmental surcharge at least until June 30, 2020, but will be 

included in the current period revenue requirement for the environmental surcharge. 

The Commission finds that the formulas used to determine the environmental surcharge 

revenue requirement as proposed by Kentucky Power should be approved. 

Surcharge Allocation 
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The retail share of the revenue requirement will be allocated between residential 

and non-residential customers based upon their respective total revenue during the 

previous calendar year. The environmental surcharge will be implemented as a 

percentage of total revenues for the residential class and as a percentage of non-fuel 

revenues for all other customers. 

Monthly Reporting Forms 

The inclusion of the 201 7  Plan into the existing surcharge mechanism will 

require modifications to the monthly environmental surcharge reporting forms. 

Kentucky Power provided its proposed revised forms to be used in the monthly 

environmental reports. The revised forms include the changes necessary to reflect the 

proposed 201 7  Plan, as well as changes necessitated by the application of a gross-up 

factor to the incremental operating, maintenance and other expenses. The Commission 

finds that Kentucky Power's proposed monthly environmental surcharge reporting forms 

as revised should be approved. 

FINDINGS ON SETILEMENT AGREEMENT 

Based upon a review of all the provisions in the Settlement, an examination of 

the entire record, and being otherwise sufficiently advised, the Commission finds that 

the provisions of the Settlement are in the public interest and should be approved, 

subject to the modifications as discussed in this Order. Our approval of the Settlement 

as modified is based solely on its reasonableness and does not constitute precedent on 

any issue except as specifically provided for in this Order. 

OTHER ISSUES 

Vegetation Management 
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Kentucky Power's cu rrent Vegetat ion Management Plan ("20 1 5  Vegetat ion 

Management Plan") was mod ified f rom its 20 1 0  Vegetat ion Management Plan in 

Kentucky Power's last rate case , Case No.  20 1 4-00396.  In Case No.  20 1 4-00396 , i t  

was determ i ned that fund ing for the 20 1 0  Vegetat ion Management Plan , which was 

schedu led to move to a fou r-year cyc le with i n  seven years of i n it ia l  c i rcu it c learing , 

needed mod if icat ion . However, the work requ i red to trans it ion to a fou r-year cycle was 

s ign if icant ly g reater than i n i t ia l ly est imated , and Kentucky Power cou ld not wait u nt i l  a l l  

c i rcu its had an i n it ial clearing  ("Task 1 " )  to beg in  re-clearing the ci rcu its . Thus ,  the 

modificat ion was approved al lowing the continuat ion of Task 1 and a s imu ltaneous 

undertaking of i nterim re-clearing ("Task 2") . Under th is  schedu le ,  Task 1 wou ld be 

completed by December 3 1 , 20 1 8 , Task 2 wou ld be completed by June  30 , 20 1 9 , and 

on Ju ly 1 ,  20 1 9 , Kentucky Power's ent i re d istribut ion system wou ld commence to be re

cleared on a five-year cycle (''Task 3") , rather than a fou r-year cycle . Fund ing was 

approved for the 20 1 5  Vegetation Management Plan , as we l l  as a provis ion requ i ring 

Kentucky Power to obta in  Comm ission approval p rior to modifying its annual p rojected 

vegetat ion management spending on both an aggregate and a d istrict basis if the 

change is more than 1 O percent of the budget. 

Kentucky Power is on pace to exceed the December 3 1 , 201 8 target fo r Task 1 ,  

and expects to complete Task 1 c i rcu it c lear ing i n  the f i rst q uarter of 201 8 .  I n  addit ion , 

Task 2 c i rcu it re-c learing is expected to be completed by December 3 1 , 20 1 8 , s ix 

months sooner than projected . To date , Kentucky Power has exceeded targets on 

budget as total expenditu res are 1 0 1  percent of  target leve l . 1 51 Rel iab i l ity has increased 

1 5 1  App l ication , D i rect Test imony of Everett G. Ph i l l ips ("Ph i l l ips Testimony'') at 35 . 
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and Kentucky Power customers have seen a 60 percent decrease in interruptions 

re lated to rights-of-way t rees and vegetation . 1 52 Task 3 is estimated to begin in January 

2019. 

Embedded in Kentucky Power's cu rrent base rates are annual vegetation 

management O&M expenses of $27 .661 mill ion .  Due  to  early completion of Tasks 1 

and 2, Kentucky Power est imates a reduction of O&M expenses related to Tasks 1 and 

2 from $27 .661 m i l l i on in 2017  to $21.639 mi l l ion 201 8. Accord ing to the 2015  

Vegetation Management Plan , at the start of Task 3 ,  O&M expenses are projected to 

decrease ,  resulting i n  a decrease of O&M expenses of $1 1 .780 mi l l ion. However, 

Kentucky Power has determ ined that the est imates of the annual O&M expenditures for 

Task 3 as est imated in the 201 5 Vegetation Management Plan are undervalued and 

need to be increased . 1 53 Due to the re-clearing  in Task 2, Kentucky Power now has a 

better grasp on reg rowth, the effect of higher-than-average rainfal l ,  and growing 

customer demand to remove t ree debris, and proposes to i ncrease the annual O&M 

expenses for Task 3 .  This re-estimat ion calculates costs for Task 3 to i ncrease from the 

original $1 5 .880 mi l l ion to $21.284 mill ion in  201 9 ,  and $2 1 .473 in  2020 . 1 54 Kentucky 

Power proposes the amount of vegetation management O&M expenses to be recovered 

th rough base rates for the i nstant case to be equa l to the ave rage of the revised 

estimated annual vegetation management plan O&M spend ing over 2018-2020, or 

$2 1 .465 m i l l ion. 1 55 

1 52 /d at 40. 

1 53 Id. 
1 54 Id. at 46 

-69- Case No. 20 1 7-00179 

Compay Hearing Exhibit 3 
Page 69 of 122



Kentucky Power also proposes two changes to its cu rrent vegetat ion 

management reporting requ i rements . F i rst, Kentucky Power proposes to modify the 

pre-approval requ i rement for deviat ion of 1 0  or  more percent from p rojected ann ual 

vegetat ion management O&M expend itu res to e l im inate the d istrict-specific th reshold 

and retain  on ly the requ i rement for pre-approval if overa l l  Kentucky Power vegetat ion 

management expenditu res deviate more than 1 O percent. Second , Kentucky Power 

p roposes to manage its vegetat ion work and expenditu res on a calendar year basis , as 

opposed to manag ing its vegetat ion work on a f i scal year and expend itu res on a 

calendar year. Kentucky Power stresses that ne ither  modif icat ion wi l l  change thei r  

overa l l  vegetat ion management ob l igation ,  but provides for more f lex ib i l ity to  manage its 

obl igat ions . 1 56 

The 20 1 5 Vegetation Management Plan inc luded a one-way balanci ng account . 

I n  th is balancing account , any annual shortfal l  o r  excess in  vegetat ion management 

O&M expendit u res that is  over the  amount i n  base rates is added to or  subtracted from 

future expendit u res over fou r years .  At the end of the fou r-year period , Kentucky Power 

wi l l  record a cumu lative shortfal l  as a regu latory l iab i l ity that wi l l  e ither be refunded to 

the customers or  used to reduce the revenue requ i rement i n  its next f i led base- rate 

case .  I f  Kentucky Power has overspent on a cumu lative bas is during the fou r-year 

period , i t wi l l  not seek recovery of such costs i n  a futu re base-rate p roceed ing .  As of 

the end of November 20 1 7 , Kentucky Power testif ied that cumu lat ive expenditures were 

s l ightly over the budgeted amount. 1 57 

1 55 Appl ication, Section V, Exhibit 2, page 59. 

56 Id. at 43. 
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The Commiss ion f inds that the one-way balanc ing adjustment shou ld be 

contin ued ;  however due to the change in  the annual  revenue requ i rement as noted in 

the Appl icat ion , i t should be adjusted accord ingly. Al l  expenses wi l l  be recorded aga i nst 

the an nual budget. The ann ual shortfal l  or excess wi l l  be app l ied to the balance 

account. Th rough 2023 , or  u nt i l  Kentucky Power's next base rate appl icat ion , 

whichever occu rs f i rst , the expenditu res wi l l  be balanced against the an nua l  p rojected 

expend itu res as found in the Appl icat ion . 1 ss 

The Commission approves the proposed mod if icat ions a l lowing Kentucky Power 

to request Commission approval fo r any spend ing deviation greater than 1 0  percent on 

an aggregate leve l  as opposed to a d ist rict l eve l .  The Comm iss ion also approves 

Kentucky Power's request to manage its vegetat ion management p rogram on a 

calendar year  basis to coi ncide with the budgetary year .  The Commission notes that 

Kentucky Power has exceeded the goa ls of the 20 1 5 Vegetat ion Management P lan 

resu l t ing in a reduction of O&M expenses 24 months earl i e r  than est imated . The 

Comm ission approves Kentucky Powe r's p roposed revenue  requ i rement of $2 1 .465 

m i l l ion . A l l  other  provis ions of the 201 5 Vegetat ive Management Plan are to remain 

unchanged . 

The Comm ission wi l l  contin ue to review closely the vegetat ion management 

annua l  work p lans and expend itu res f i led by Kentucky Power. In add it ion , the 

Comm ission wi l l  mon itor the progress of the five-year mai ntenance cycle . 

B i l l  Redesign 

1 s1 Dec. 8, 201 7 H .V.T. at 2:09 :38 . 

1 sa Ph i l l ips Testimony, Table 9 at 46. 
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On June 1 2 , 201 7 ,  Kentucky Power f i led an App l icat ion requesti ng approval to 

imp lement new bi l l  formats that change the b i l l  layout and composit ion , wh ich is being 

i mp lemented concu rrent ly for a l l AEP ope rat i ng compan ies , and to combine certain 

b i l l i ng  l ine items .  That App l i cation was docketed as Case No. 201 7-0023 1 . 1 59 By Order  

dated J u ly 1 7 , 20 1 7 , that case was consol idated i nto th is  proceed i ng .  By  further Order 

dated Septembe r 1 2 , 20 1 7 , the Commiss ion approved Kentucky Power's request to 

redesign the appearance of its bi l ls , but stated that a decis ion on the p roposed 

substantive changes to conso l idate b i l l i ng  l i ne  items wou ld  be determ ined in the f inal 

Orde r i n  th is  p roceed ing .  

Kentucky Power proposed t o  consol idate e ight res ident ia l  b i l l i ng l i n e  items, 1 60 and 

seven  commerc ia l  and industr ial b i l l i ng l i ne  i tems16 1 i n to a single "Rate B i l l i ng" l ine item .  

Kentucky Power exp la ined that customer satisfact ion regarding b i l l i ng correspondence 

was be low the industry average accord ing to a survey comm issioned by Kentucky 

Power. 1 62 Kentucky Power asse rted that its customers found the number of b i l l i ng l i ne  

1 59 Case No .  20 1 7-00231 , Electronic Application of Kentucky Power Company for (1) Approval of 
Its Revised Terms and conditions of Service Implementing New Bill Formats; (2) An Order Granting All 
other Required Approvals and Relief (fi led June 1 2 , 20 1 7) .  

1 60 The residential b i l l ing l i ne items Kentucky Power proposes to consolidate i nto a s ingle l ine 
items are Rate B i l l ing , Residential Home Energy Assistance Prog ram Charge , Kentucky Econom ic 
Development Surcharge, Capacity charge, B ig Sandy 1 Operat ion Ride r, B ig  Sandy Ret i rement R ider, 
Pu rchased Power Adj ustment, and G reen Pric ing Opt ion. The resident ia l  charges that Kentucky Power 
proposes to continue to display as i nd ividual b il l ing l ine items are the Fuel Adjustment Charge , Demand
Side Management Factor ,  Envi ronmental Surcharge , School Tax, F ranchise Fee ,  State Sales tax, and 
HomeServe Warranty. 

1 6 1  The commercial and i ndustr ia l bill i ng l ine items Kentucky Power p roposes to consolidate i nto a 
s ingle l ine items are Rate Bil l ing , Kentucky Economic Development Surcharge ,  Capacity charge , B ig 
Sandy 1 Operat ion Rider, B ig Sandy Reti rement Rider ,  Pu rchased Power Adj ustment, and G reen Pric ing 
Option .  The commercial and industr ial cha rges that Kentucky Power proposes to continue to d isp lay as 
ind ividual b i lling l i ne  items are the Fuel  Adj ustment Charge ,  Demand-Side Management Factor ,  
Environmental Surcharge , Schoo l Tax, Franchise Fee, and State Sales tax. 

162 Case No. 20 1 7-0023 1 , Direct Testimony of Stephen L.  Sharp , Jr. (filed June 1 2, 20 1 7) at 2 . 
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i tems were "unhe lpfu l ," made the b i l l s  "d ifficu lt to understand , "  and obscu red the 

i nformation customers most wanted to know, which was the tota l amount owed and 

payment due date . 1 63 Kentucky Power further asserted that customers requested that 

l i ne  items be conso l idated i n  order to s imp l ify the b i l ls .  Customers who want deta i led 

b i l l i ng information cou ld contact a Kentucky Power customer service cente r. 

I n  the Sett lement ,  the Sett l i ng l ntervenors agreed to Kentucky Power's proposed 

consol idat ion of b i l l i ng  l i ne  items. 

Ne ither  KCUC nor the Attorney General f i led test imony in  th is proceeding 

regard ing the conso l idat ion of b i l l i ng l i ne  items. However, i n  a mot ion f i led in  Case No .  

20 1 7  ·0023 1 before it was i ncorporated i nto th is  proceeding , the Attorney General 

argued that conso l idat ing the b i l l i ng l i ne items wou ld resu lt i n  a lack of transparency that 

impeded customers' understand ing of how rates and the i r  b i l ls are calcu lated . 1 64 

The Comm ission f inds that Kentucky Power's proposed conso l idation of b i l l ing 

l i ne  i tems is un reasonab le and shou ld be den ied . The Commission concu rs with the 

Attorney Genera l  that d isp laying d iscrete b i l l i ng l i ne  items on customer b i l ls promotes 

transparency and customer understanding of the i r  b i l l i ng amounts . Further ,  it is not 

reasonab le  to requ i re customers to take add it iona l steps i n  order to obtain a detai led 

account ing for the i r  b i l ls .  Th is is  especia l ly so given that the b i l l i ng l ine items that 

Kentucky Power wishes to conso l idate rep resent charges i n  add it ion to the base rate 

charge for ut i l ity service . 

Analysis of Kentucky Power's Participat ion i n  PJM 

1 63 Id. at 3;  Id. at App l ication ,  paragraph 1 1 .  
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Kentucky Power cu rrent ly e lects to self-supply its PJ M capacity requ i rements 

unde r  the F ixed Resou rce Requ i rement ( "FRR") alternat ive . As d iscussed in test imony 

at the heari ng ,  AE P conducts regu la r  eva luat ions to dete rm ine whether its operat ing 

compan ies i n  PJ M shou ld e lect to partic ipate in the Re l iab i l ity Pric ing Mode l  ("RPM") 

capacity market , or to self-supply under FAR .  65 

The Comm ission fi nds that Kentucky Power shou ld f i le an annual  update of the 

FRR/RPM e lection analys is .  The Comm ission recogn izes that th is i nformat ion is  

deemed conf ident ia l du ring the AEP internal decis ion-making process. However, once 

PJ M is not if ied of the e lect ion , the i nformat ion becomes pub l ic and ceases to be 

confident ial .  Kentucky Power shou ld f i le  the annual  update afte r  the i nformation 

becomes pub l ic .  

Further, the Commission recogn izes that Kentucky Power's inte rests may not be 

al igned with th e i nte rests of other  AEP operat ing compan ies .  The Commission is aware 

that PJM b i l ls AEP based on a one-co i nc ident peak methodo logy, and that AEP 

subsequent ly a l locates those costs to i ts ope rat ing companies us ing a twe lve-coincident 

peak methodology. The Commission f i nds that Kentucky Power shou ld f i le an annual 

report with the supporting ca lcu lat ions used by AEP to a l locate these costs . 

Last , the Comm ission st rong ly encourages Kentucky Powe r to recogn ize that it 

must make a determ inat ion regard ing its partic ipat ion i n  PJM that a l igns with the 

i nterests of Kentucky Power and its ratepayers . 

Reduct ion i n  Corporate Tax Rates 

1 64 Case No. 201 7-0023 1 , Attorney Gene ral 's Motion to Consolidate Cases (f iled Ju ly  1 3 , 201 7) 
paragraphs 4-5 .  

1 ss Dec. 7, 20 1 7  H .V .T .  at  1 0:43: 1 8 , and Kentucky Power Exhib it 9 .  
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Effect ive January 1 ,  20 1 8 , the fede ral corporate income tax rate was reduced 

from 35 percent to 21 percent . Consistent with Kentucky Power's revised g ross-up  

factor calcu lat ion in  certain ride rs ,  t he  Commission f inds that i t  i s  reasonable to  uti l ize 

the 2 1  percent corporate income tax rate in the g ross-up factor ca lcu lation . The 

Commission wi l l  address the impact of the recently enacted tax cuts on the excess 

AD IT  and the rates of all i nvestor-owned ut i l it ies,  incl ud i ng Kentucky Powe r, on a 

p rospective bas is i n  pending cases that were opened on December 27, 20 1 7 . 1 66 

Based on the evidence of record and the f ind ings contai ned here in ,  HEREBY 

ORDERS that : 

1 .  The rates and charges p roposed by Kentucky Power are den ied .  

2 .  The provis ions i n  the  Sett lement ,  as  set forth i n  Append ix A to th is Order ,  

a re approved , subject to the mod ificat ions and de let ions set forth in  th is Orde r. 

3 .  The rates and charges for Kentucky Power, as set forth i n  Appendix C to 

th is Order ,  are the fai r ,  j ust ,  and reasonab le rates for Kentucky Power, and these rates 

are approved for service rende red on and after January 1 9 , 20 1 8 .  

4 .  Kentucky Powe r's request to deviate from 807 KAR 5 :006 ,  Sect ion 

1 4 (2)(a) by l im it ing en rol lment in  i ts Equa l  Payment Plan to the months of Apri l  th rough 

December is granted . 

5 . Kentucky Power's proposed depreciat ion rates ,  with the except ion of the 

changes proposed in  the Sett lement are approved . 

1 66 Case No .  201 7-00477, Kentucky Industrial Utility Customers, Inc. v. Kentucky Utilities 
Company, Louisville Gas and Electric Company, Kentucky Power Company, and Duke Energy Kentucky, 
Inc. (Ky PSC Dec. 27, 20 1 7) ; Case No.  201 7-0048 1 , An Investigation of the Impact of the Tax Cuts and 
Job Act on the Rates of Atmos Energy Corporation, Delta Natural Gas Company, Inc. , Columbia Gas of 
Kentucky, Inc. , Kentucky-American Water Company, and Water Service Corporation of Kentucky (Ky. 
PSC Dec. 27, 20 1 7). 
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6. The regulatory asset or liabil ity account established by under- or over-

recovery from the elimination of Tariff B.S.1 .0.R. is approved for accounting purposes 

only. 

7. The regulatory asset account established by the deferral of Rockport UPA 

expenses is approved for accounting purposes only. 

8. Kentucky Power's 201 7  Environmental Compliance Plan is approved. 

9 .  Kentucky Power's environmental surcharge tariff is approved for service 

rendered on and after the date of this Order. 

1 0. The base period and current period revenue requirements for the 

environmental surcharge shall be calculated as described in this Order. 

1 1 .  The environmental reporting formats described in this Order shall be used 

for the monthly environmental surcharge fi l ings. Previous reporting formats shall no 

longer be submitted. 

1 2 .  The Commission approves the sample forms that were filed by Kentucky 

Power on January 3, 201 8. 

1 3. Within three months of the date of this Order, Kentucky Power shall 

identify and contact GS class customers whose average monthly demand is 25 kW or 

greater for the purpose of meeting to discuss the impact of the rate increase on their 

bil ls and analyze other available tariff options, such as time-of-day rates. 

1 4. Within twelve months of the date of this Order, Kentucky Power shall file a 

report listing the names of each GS class customers whose average monthly demand is 

25 kW or greater, and stating the date and method of contact with the customer, 

whether Kentucky Power has met with the customer, and the results of each meeting. 
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1 5. Kentucky Power's request to revise its bi l l ing format to consolidate bil l ing 

l ine items, as set forth in the application, is denied. 

1 6 .  Kentucky Power's Vegetation Management Plan, as set forth i n  the 

Application, is approved. 

1 7. Kentucky Power's request to obtain Commission approval for any 

spending deviation from its Vegetation Management Plan greater than 1 O percent on an 

aggregate level as opposed to a district level is approved. 

1 8 . Kentucky Power's request to manage its Vegetation Management Plan on 

a calendar year basis is approved. 

1 9. Kentucky Power shall fi le an annual update of the FAR/RPM election 

analysis conducted by AEP and its operating companies within 30 days of notifying PJM 

of the election. 

20. Kentucky Power shall file annually the supporting calculations for 

allocating PJM bil ls, which are based on a one-coincident peak methodology, AEP's 

operating companies using a twelve-coincident-peak methodology. 

21 . Within 20 days of the date of this Order, Kentucky Power shal l ,  using the 

Commission's electronic Tariff Fil ing System, file its revised tariffs setting out the rates 

authorized herein and reflecting that they were approved pursuant to this Order. 
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ATTEST: 

�'-12 . 'f� 
Executive Director 

By the Commission 

ENTERED 

JAN 1 8 2018 

KENTUCKY PUBLIC 
SERVICE COMMISSION 
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APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 201 7-001 79 DATED JAN 1 8 2018 
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COMMONWEAL TH OF KENTUCKY 

DEFORE THE PUBLIC SERVICE COM.MISSION 

In the Matter of: 

Electronic Application Of Kentucky Power ) 
Company For (1)  A General Adjustment Of lts ) 
Rates For Electric Service; (2) An Order ) 
Approving Its 201 7  Environmental Compliance ) 
Plan; (3) An Order Approving Its Tariffs And ) 
lliders; (4) An Order Approving Accounting ) 
Practices To Establish Regulatory Assets Or ) 
Liabilities; And (5) An Order Granting All Other ) 
Required Approvals And Relief ) 

SETTLEMENT AGREEMENT 

Case No. 2017-00179 

This Settlement Agreement� made and entered into this 22nd day of November, 2017, by 

and among Kentucky Power Company C'Kentucky Power" or "CompanyH); Kentucky Industrial 

Utility Customers, Inc. ("KillC"); Kentucky School Boards Association ("KSBA"); Kentucky 

League of Cities ("KLC''); Wal-Mart Stores East, LP and Sam's East, Inc. (''Wal-Mart"); and 

Kentucky Cable Telecommunications Association C'KCTA"); (collectively Kentucky Power, 

KIUC, KSBA, KLC, Wal-Mart, and KCTA, are "Signatory Parties"). 

RECITALS 

1 .  On June 28, 2017 Kentucky Power filed an application pursuant to KRS 278. 1 90, 

KRS 278.1 83, and the rules and regulations of the Public Service Commission of Kentucky 

("Commission"), seeking an annual increase in retail electric rates and charges totaling 

$69,575,934, seeking approval of its 2017 Environmental Compliance Plan, an order approving 

accounting practices to establish regulatory assets or liabilities, and further seeking authority to 

implement or amend ce1tain tariffs ("June 201 7 Application"). 

1 

Compay Hearing Exhibit 3 
Page 80 of 122



2. On August 8, 2017, Kentucky Power supplemented its filing to reflect the impact 

of subsequent refinancing activities on the Company's Application ("August 2017 Re.financing 

Update"). lbe refinancing activities reduced the Company's requested annual increase in retail 

electric rates and charges from $69,575,934 to $60,397,438. 

3 .  KlUC, KSBA, KLC, Wal-Mart, and KCTA filed motions for full intervention in 

Case No. 201 7-00179. The Commission granted the intervention motions. Collectively KIUC, 

KSBA, KLC, Wal-Mart, and KCTA are referred to in this Settlement Agreement as the "Settling 

Intervenors." 

4. The Attorney General of the Commonwealth of Kentucky ("Attorney General") 

and Kentucky Commercial Utility Customers, Inc. C'KCUC") also filed motions to intervene. The 

Attorney General and KCUC, who are not parties to this agreement, were granted leave to 

intervene. 

5.  Certain of the Settling lntervenors, KCUC, and the Attorney General filed written 

testimony in Case No. 2017-00179 raising issues regarding Kentucky Power's Rate Application. 

6. Kentucky Power, KCUC, the Attorney General, and the Settling Intervenors have 

had a full opportunity for discovery, including the filing of written data requests and responses. 

7. Kentucky Power offered the Settling Intervenors, KCUC, and the Attorney 

General, along with Commission Staff, the oppotiunity to meet and review the issues presented by 

Kentucky Power's application in this proceeding and for purposes of settlement 

8. 'lbe Signatory Parties execute this Settlement Agreement for purposes of 

submitting it to the Kentucky Public Service Commission for approval pursuant to K.RS 278.1 90 

and K.RS 278 . 183 and for further approval by the Commission of the rate increase, rate structure, 

and tariffs as described herein. 
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9. The Signatory Parties believe that this Settlement Agreement provides for fair, just, 

and r asonable rates. 

OW, THEREFORE for and in consideration of the mutual promises et forth above, 

and the agreements and covenants set forth herein, Kentucky Power and the Settling :tervenors 

hereby agree as follows: 

l .  Kentucky Power's Application 

a Except as modified in this Settlement Agreemen� Kentucky Power's June 20 1 7  

Application as updated by the August 20 1 7  Refinancing Update is approved. 

2. Revenue Requu;ement 

(a) Effective for service rendered on or after January 19, 20 1 8, Kentucky Power shall 

implement a base rate adj ustment sufficient to generate additional annual retail revenues of 

$3 1 ,780,734. This. annual retail revenue amount represents a $28,6 16,704 million reduction from 

the $60,397,438 sought in the Company' s August 20 1 7  Refinancing Update. 

(b The $28,6 1 6,704 million reduction was the result of the following adjustments to 

the ompany s request in the June 20 1 7  Rate AppJication as modified in the August 201 7  

Refinancing Update : 

· - ,_ . Reduction in . evenue 
Adjustment Regojtement 

($Millions) 

Defer a portion of Rockport UPA non-fuel, oon-environmentaJ 
1 5 .0 

expenses 

fncrease revenueaS to Apply Weather ormalizatioo to Commercial 
0.40 

Sales Net of Variable O&M 

Reduce Incentive Comp nsation 3 . 1 5  

Reduce Amortization Expense to Recalibrate Storm Damage 
1 22 

Amortization 
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Reduce Depreciation Expense by Extending Service Life of BS I to 20 2.84 
- years 
Reduce Depreciation Expense 'by Removing Terminal et Salvage for 0.37 .BSU l 

- . 

Reduce Depreciation Expense by Removing Terminal Net Salvage for 
Mitchell 

Increase Short Term Debt to I %  and Set Debt Rate at 1 .25% 

Change in Return on Equity from 10.3 1 %  to 9.75% 

Total djustmen 

- -

0.57 

0.36 

4.70 

28."6 

(c) Kentucky Power agrees to allocate the $3 1 ,780,734 in additional annual revenue a<J 

illustrated on XIDBIT 1 .  The Company will  d ign rates and tariffs con istent with this allocation 

of additional revenue. 

(i) As part f the Cammi ion's consideration of the reasonablenes of this 

ettlement Agreement, the tariffs designed in accordance with this subparagraph shall be fi led with 

the ommission and served on counsel for all paitie to this case no later than D cember 1 ,  2017. 

ii) Within ten days of the entry of the ommj ion rder approving without 

modification this ettlement Agreement and the rates thereunder, Kentucky Power shall file with 

the ommission signed copies of the tariffs in conf ormity with 807 KAR 5:01 1 .  

3 .  Rock ort UPA Ex ense Deforral 

(a) Kentucky Power is a party to a FERC-approved Unit Power Agreemen with AEP 

Generating ompany for capacity and energy produced at the R ckport Plant ( '  ockport OPA 

Th.e Rockport UP A expires on D cemb r 8, 2022. 

(b) Kentucky Power will defer a total of $50 million in non-fuel non-env nmental 

Rockport UP A xpense for later recovery as follows: 

(i ) Kentucky Power will defer 1 5M annually of ock:port UPA Expense in 

20 1 8  and 20 1 9  for later r very. 
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later rec er . 

(ii) Kentucky Power will defer $ 1  OM of Rockport UP A Expense in 2020 for 

(iii) Kentucky Power wil l defi r SM annual ly f ckport PA xp nse in 

years 2021 and 2022 for later recovery. 

(c) The Rockport UPA Expense of $50 million described in Paragraph 3(b) above will 

be deferred into a regulatory asset ("the Rockport Deferral Regulatory Asset'') and will be subject 

to carrying charges based on a we· gh:ted average cost of capital ("W ACC ) of 9 . 1  1 % 1 until tb.e 

Regulatory Asset is fuUy reco ered. From January l ,  20 1 8  tbrough December 8, 2022, the WACC 

will be appl ied to the monthly Rockport Deferral Regulatory Asset principal balance net of 

accumulated deferred income truces ("ADIT' ). rom December 9. 2022 until the Rockport 

Deferral Regulatory Asset is fully recovered, the WA C will be applied to the monthly Rockport 

Deferral Regulatory Asset balance including deferred carrying charges net of ADIT. The Rockport 

Deferral Regulatory Asset shall be recovered on a levelized basis through the demand component 

of Tariff P. P.A. and amortized over five year beginning on December 9, 2022. Kentucky Power 

estimates that the regulatory as et balance will total approximately $59 million on. December 8, 

2022. 

( d Additional expense reflecting the declining deferral amount in years 2020 through 

2022 will be recovered. through the d mand component of Tariff P. P.A. as foIJows: 

(i) Kentucky Power \vill  recover $5 mi ll ion through Tariff P .P .A. in 2020 

(ii) Kentucky Power will reco er 1 0  million through Tariff P .P .A in 202 1 

1 6.48% grossed up for applicable State and Federal taxes, uocollectible accounts expense, and the KPSC 
maintenan fee 
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(1ii) Kentucky Power will recover $ 10  million through Tariff P .P.A. in 2022, 

prorated through December 8, 2022. 

(e) The Signatory Parties acknowledge that the Company's decision whether to seek 

Commission approval to extend the Rockport UP A will be made at a later date. Whether or not 

the Company seeks to extend the Rockport UPA, beginning December 9, 2022, the Capacity 

Charge recovered through Tariff C.C., approved in Case No. 2004-00420, will end. Any final 

over- or under-recovery balance will be included in the subsequent calculation of the purchase 

power adjustment under Tariff P.P.A. In the event that Kentucky Power elects not to extend the 

Rockport UP A, it will experience a reduction in Rockport UPA fixed costs ("Rockport Fixed Costs 

Savings"). 

(t) If Kentucky Power elects not to extend the Rockport UP A, it will, beginning 

December 9, 2022, credit the Rockport Fixed Cost Savings through the demand component of 

Tariff P.P.A. until new base rates are set. However, for 2023 only, the Rockport Fixed Cost 

Savings credit will be offset by the amount, if any, necessary for the Company to earn its Kentucky 

Commission-authorized return on equity (ROE) for 2023 ("Rockport Offset''). An example of the 

calculation of the Rockport Offset is included as EXHIBIT 2. 

(g) For the purposes of implementing the Rockport Fixed Costs Savings credit 

described in Paragraph 3(f) above, the following definitions apply: 

(i) "Rockport Fixed Costs Savings" shall mean the annual amount of non-fuel, 

non-environmental Rockport UP A expense included in base rates for rates effective in November 

2022. 

(ii) "Estimated Rockport Offset'' shall mean the amount of additional annual 

revenue the Company estimates would be necessary for it to earn the Commission-authorized 
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return on equity for 2023 considering the termination of the Rockport UP A and the Rockport Fixed 

Cost Savings. 

(iii) "Actual Rockport Offset» shall mean the amount of additional annual 

revenue that would have been necessary for the Company to earn the Commission-authorized 

return on equity for 2023 considering the termination of the Rockport UP A and the Rockport Fixed 

Cost Savings. The Company shall calculate the Actual Rockport Off set using a comparison of the 

per books return on equity for 2023 to the Commission-approved return on equity. The Actual 

Rockport Offset cannot exceed the Rockport Fixed Costs Savings. 

(iv) "Rockport Offset True-Up" shall mean the difference between the 

Estimated Rockport Offset and the Actual Rockport Offset. 

(h) The Company shall implement the Rockport Fixed Costs Savings credit described 

in Paragraph 3(±) above as follows: 

(i) By November 15, 2022, the Company shall file an updated purchase power 

adjustment factor under Tariff P .P .A for rates effective December 9, 2022. This filing shall reflect 

the impact of the Rockport Fixed Cost Savings and the Estimated Rockport Offset on the purchase 

power adjustment factor. This filing shall also reflect the commencement of recovery of the 

Rockport Deferral Regulatory Asset 

(ii) The Company shall make its normal August 1 5, 2023 Tariff P.P.A. filing 

for rates effective in October 2023. The Rockport Fixed Cost Savings and the Estimated Rockport 

Offset will continue to be factored into the calculation of the purchase power adjustment factor 

through the end of 2023. Beginning in January 2024, the Estimated Rockport Offset will not be 

factored into the calculation of the purchase power adjustment factor. 
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(iii) By February 1 ,  2024, the Company shall file an updated purchase power 

adjustment factor wider Tariff P.P .A. for rates effective March I ,  2024. This filing shall only 

reflect the impact of the Rockport Offset True-Up on the purchase power adjustment factor. The 

purchase power adjustment factor shall be established to recover or credit the Rockport Offset 

True-Up amount in three months. 

(iv) Beginning with the August 1 5, 2024 Tariff P.P .A. filing, the Company will 

incorporate the Rockport Fixed Cost Savings in its annual calculation of the purchase power 

adjustment factor. 

4. PJM OATT LSE Expense Recovery 

(a) As described in the testimony of Company Witness Vaughan, Kentucky Power has 

included an adjusted test year amount of net PJM OATT LSE charges and credits in base rates. 

Kentucky Power will track, on a monthly basis, the amount of OATT LSE charges and credits 

above or below the base rate level using deferral accounting. Kentucky Power will recover and 

collect 80% of the annual over or under collection of P JM OATT LSE charges, as compared to the 

annual amowit included in base rates, (" Annual P JM OA TT LSE Recovery') through the operation 

of Tariff P.PA 

(b) Kentucky Power will credit against the Annual PIM OATT LSE Recovery 100% 

of the difference between the return on its incremental transmission investments calculated using 

the FERC-approved PJM OATT return on equity and the return on its incremental transmission 

investments calculated using the 9.75% return on equity provided for in this settlement (the 

"Transmission Return Difference"). Kentucky Power shall calculate the Transmission Return 

Difference as shown in EXHIBIT 3. 
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(c) These changes to Tariff P.P.A. to allow for the Annual PJM OATT LSE Recovery 

will terminate on the effective date when base rates are reset in the next base rate proceeding unless 

otherwise specifically extended by the Commission. Nothing in this Paragraph 4(c) prohibits 

Kentucky Power or any other Signatory Party from talcing any position regarding the extension of 

the Annual PJM OATT LSE Recovery mechanism or any other treatment of the Company's PJM 

OA TT LSE expenses. 

5. Rate Case Stay Out 

(a) Keptucky Power will not file an application for a general adjustment of base rates 

for rates that would be effective prior to the first day of the January 2021 billing cycle. This rate 

case "stay out'' is expressly conditioned on Commission approval of this Settlement Agreement 

without modification including the recovery of the Rockport Deferral Regulatory Asset as 

described in Section 3 above and the incremental PJM OA TT LSE expense through Tariff P .P.A. 

as described in Section 4 above. 

(b) This stay out will not apply if a change in Law occurs that will result in a material 

adverse effect on the Company's financial condition. 

(c) Nothing in this stay out provision should be interpreted as prohibiting the 

Commission from altering the Company's rates upon its own investigation, or upon complaint, 

including to reflect changes in the tax code, including the federal corporate income lax rate, 

depreciation provisions, or upon a request by the Company to seek leave to address an emergency 

that could adversely impact Kentucky Power or its customers. In the event the Commission 

initiates an investigation or a complaint is filed with the Commission regarding the Company's 

rates, the Company retains the right to defend the reasonableness of its rates in such proceedings. 
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6. TariffP.P.A. 

(a) Kentucky Power's proposed changes to Tariff P.P.A., as set forth in the testimony 

of Company Witness Vaughan and modified by Sections 2 and 3 above. are approved. 

(b) A revised version of Tariff P.P.A. incorporating the modifications described in 

Sections 2 and 3 above is included as EXHIBIT 4. 

7. Depreciation Rates 

(a) Kentucky Power and the Settling Intervenors agree that Big Sandy Unit I has an 

expected life of20 years following its conversion from a coal-fired to a natural gas-fired generating 

unit The depreciation rates for Big Sandy Unit 1 have been adjusted to reflect the 20 year expected 

life. Kentucky Power and the Signatory Parties retain the right to propose updated depreciation 

rates for Big Sandy Unit 1 in future proceedings to reflect updates to the expected life. 

(b) Kentucky Power has adjusted depreciation rates for Big Sandy Unit 1 and for the 

Mitchell Plant to remove terminal net salvage costs. Kentucky Power retains the right to propose 

updated depreciation rates for Big Sandy Unit 1 and for the Mitchell Plant in future proceedings 

to include terminal net salvage costs. and the Settling Intervenors retain the right to challenge the 

inclusion of such costs in future proceedings. 

8. 

(c) Kentucky Power's updated depreciation rates are included as EXRIBIT 5. 

Return on Equity, Capitalization. W ACC, and GRCF 

(a) Kentucky Power shall be authorized a 9.75% return on equity. The authorized 

return on equity of 9.75% will be used in the calcuJation of the Company's Environmental 

Surcharge factor (for non-Rockport environmental projects) and the carrying charges for the 

Rockport Deferral and Decommissioning Rider regulatory assets. 
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(b) Kentucky Power will update its capitalization to reflect short term debt as I% of 

the Company's total capital structure. The annual interest rate for the short term debt will be set 

at 1 .25%. 

(c) Kentucky Power shall utilize a weighted average cost of capital ("WACC
,) of 

9. 1 1  % including a gross revenue conversion factor C'GRCF") of 1 .6433%. The GRCP does not 

include a Section 199 deduction. This WACC and GRCF shall remain constant (includicg for the 

riders and surcharges described in Paragraph 8(a) above) until such time as the Commission sets 

base rates in the Company's next base rate case proceeding. The calculations of the \V ACC and 

GRCF are shown on EXHIBIT 6. 

9. Storm Damage Expense Amortization 

(a) Kentucky Power wilJ recover and amorti�c the remaining unamortized balance of 

its deferred storm expense regulatory asset authorized in Case No. 20 1 2-00445 over a period of 

five years beginning January 1 ,  201 8, consistent with the recommendation of KIUC. The 

unamortized balance of the regulatory asset authorized in Case No. 201 2-00445 will total 

$6,087,000 on December 3 1 ,  20 17  and will be amortized over five years at an annual amount of 

$ 1 ,21 7,400. 

(b) Kentucky Power will recover and amortize the deferred storm expense regulatory 

asset authorized in Case No. 20 16-00 1 80 over a period of 5 years beginning January 1 ,  201 8  

consistent with the testimony of Company Witness Wohnhas. The balance of the regulatory asset 

authorized in Case No. 2016-001 80 totals $4,377,336 and will be amortized over five years at an 

annual amount of $875,467. 

(c) The combined balance of the Kentucky Power,s deferred storm expense regulatory 

assets (the remaining unamortized balance authorized in Case No. 2012-00445 and the amount 
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authorized in Case No. 2016-00180) will total $ 10,464,336 on December 3 1 ,  20 1 7  and will be 

amortized over five years at an annual amount of $2,092,867. 

I 0. Kentuck.Y Economic Development Surcharge 

(a) Kentucky Power's new Kentucky Economic Development Surcharge Tariff 

("TariffK.E.D.S.") shall be approved with rates amended as follows: 

(i) The KEDS rate for residential customers will be set at $0. 10 per meter 

instead of $0.25 as proposed by the Company. 

(ii) The KEDS rate for non-residential customers for which the KEDS applies 

will be set at $1 .00 per meter instead of $0.25 as proposed by the Company. 

(b) AU KEDS funds collected by Kentucky Power shall be matched dollar-for-dollar 

by Kentucky Power from shareholder funds. The proceeds of KEDS and Kentucky Power's 

shareholder contribution shall be used by Kentucky Power for economic development projects, 

including the training oflocal economic development officials, in the Company>s service territory. 

The KEDS, and the matching shareholder contribution, shall remain in effect until changed by 

order of the Com.mission. 

( c) Kentucky Power will continue to file on or before March 3 1 st of each year a report 

with the Com.mission describing: (i) the amount collected through the Economic Development 

Surcharge; and (ii) the matching amount contributed by Kentucky Power from shareholder funds. 

The annual report to be filed by the Company shall also describe lhe amount, recipients, and 

purposes of its expenditure of the funds collected through the Economic Development Surcharge 

and shareholder contribution. 

(d) Kentucky Power shall serve a copy of the annual report to be filed with the 

Commission in accordance with subparagraph (c) on counsel for all parties to this proceeding. 
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1 1 . Backup and Maintenance Service 

(a) In order for Marathon Petroleum LP ("Marathon") to evaluate the economics of 

self or co-generatio� Kentucky Power and Marathon will begin negotiations regarding the terms, 

conditions and pricing for backup and maintenance service within 30 days of a Co�ion Order 

approving this provision and will complete negotiations within the next 1 20 days. Prior to the start 

of the l 20 day negotiation period, Marathon will provide Kentucky Power with specific 

information regarding the MW size of a potential self or co-generation facility and the type of 

generation technology being considered. 

(b) If Kentucky Power and Marathon cannot reach an agreement on backup and 

maintenance service within 120 days, Kentucky Power and Marathon agree to submit the issue to 

the Commission for resolution. 

1 2. School Energy Manager Program 

(a) Kentucky Power shall seek leave from the Commission to include up to $200,000 

for the School Energy Manager Program in its each of its 201 8  and 201 9  DSM Program offerings. 

{b) Kentucky Power and KSBA both expressly acknowledge that there is in Case No. 

2017-00097 a currently-pending Commission investigation of the Company's DSM programs and 

funding and that the outcome of that investigation cottld impact the School Energy Manager 

Program. 

13 .  TariffK-12  School 

(a) Kentucky Power shall continue its current Pilot Tariff K-12 School but shall 

remove the Pilot designation as set forth in EXHIBIT 7. Tariff K-12 School shall be available for 

general service to all K-12  schools in the Company's service territory, public and private, with 

normal maximum demands greater than 100 kW. Tariff K-12  School shall reflect rates for 
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customers talcing service under the tariff designed to produce annually in the aggregate $500,000 

less from Tariff K-12 School customers than would be produced under the new L.G.S. rates to be 

e�1:ablished under this Settlement Agreement from customers eligible to take service under Tariff 

K-12 School. The aggregate total revenues to be produced by TariffK-12 School and TariffL.G.S. 

shall be equal to the revenues that would be produced in the aggregate by the new rates in the 

absence ofTariff K-12  School. Service -wider Tariff K-12 School shall be optional. 

1 4. Bill Format Changes 

(a) The bill formatting changes proposed by the Company in Case No. 20 1 7-0023 1 and 

consolidated into this case by Commission Order dated July 1 7, 2017, to the extent not already 

approved, are approved. 

(b) Within 1 80 days of a Commission Order approving this Settlement, Kentucky 

Power will conduct a training session with representatives from its municipal clients and KLC to 

explain the new bill format and tools available to clients to evaluate their electric _usage. 

15 .  Renewable Power Option Rider 

(a) The proposed changes to the Company's Green Pricing Option Rider, including 

renaming the rider to the Renewable Power Option Rider ("Rider R.P.O."), are approved except 

that the availability of service provision for Option B will state the following: 

"Customers who wish to directly purchase the electrical output and all 
associated environmental attributes from a renewable energy generator may 
contract bilaterally with the Company under Op1ion B. Option B is available 
to customers taking metered service under the Company's I.G.S., and C.S.
I.R.P. tariffs, or multiple L.G.S. tariff accounts with common ownership under 
a single parent company that can aggregate multiple accounts to exceed 1000 
kW of peak demand." 

A revised version of Rider R.P.O. incorporating the modifications described above is included as 

EXHIBIT 8. Bills for customers receiving service under Rider R.P.O. will include a separate line item 

for Rider RP.O. charges. 
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(b) Beginning no later than March 3 1 ,  2018, and no later than each March 3 1  thereafter, 

Kentucky Power will file a report with the Commission describing the previous year's activity 

under Rider R.P.O. This annual report will replace the semi-annual reports filed in Case No. 2008-

001 5 1 .  

16. Modifications To Kentucky Power's Rate Tariffs 

In addition to the rate and tariff changes descnoed and agreed to above, Kentucky Power 

and the Settling Intervenors agree that the following tariffs shall be modified or implemented as 

described below: 

(a) The Customer charge for the Residential Class ("Tariff RS.") shall be increased to 

$ 14.00 per month instead of the $ 17.50 per month proposed by the Company in its filing in this 

case. 

(b) The Company is extending the termination date for Tariff C.S. - Coal and the 

amendments to Tariff C.S. - I.R.P. and Tariff E.D.R. approved in Case No. 201 7-00099 from 

December 3 1 ,  2017  to December 3 1 ,  20 1 8. 

(c) The pole attachment rate under TariffC.AT.V. shall be $10.82 for attachments 

on two-user poles and $6. 71 for attachments on three-user poles for all attachments instead of the 

$ 1 1 .97 for attachments on two-user poles and $7.42 for attachments on three-user poles proposed 

by the Company in its filing in this case. 

17. Filing Of Settlement Agreement With The Commission And Request For Approval 

Following the execution of this Settlement Agreement, Kentucky Power and the Settling 

lntervenors shall file this Settlement Agreement with the Commission along with a joint request 

to the Commission for consideration and approval of this Settlement Agreement so that Kentucky 
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Power may begin billing under the approved adjusted rates for service rendered on or before 

January 19, 201 8. 

1 8. Good Faith And Best Efforts To Seek Approval 

(a) This Settlement Agreement is subject to approval by the Public Service 

Commission. 

(b) Kentucky Power and the Settling lntervenors shall act in good faith and use their 

best efforts to recommend to the Commission that this Settlement Agreement be approved in its 

entirety and without modification and that the rates and charges set forth herein be implemented. 

( c) Kentucky Power and the Settling Intervenors filed testimony in this case. Kentucky 

Power also filed testimony in support of the Settlement Agreement. For purposes of any hearing� 

the Settling lntervenors and Kentucky Power waive all cross-examination of the other Signatory 

Parties' witnesses except for purposes of supporting this Settlement Agreement unless the 

Commission disapproves this Settlement Agreement. Each further stipulates and recommends that 

the Notice of Intent, Application, testimony, pleadings, and responses to data requests filed in this 

proceeding be admitted into the record. 

(d) The Signatory Parties further agree to support the reasonableness of this Settlement 

Agreement before the Commission, and to cause their counsel to do the same, including in 

connection with any appeal from the Commission's adoption or enforcement of this Settlement 

Agreement. 

(e) No party to this Settlement Agreement shall challenge any Order of the 

Commission approving the Settlement Agreement in its entirety and without modification. 
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19. Failure Of Commission To Approve Settlement Agreement 

If the Commission does not accept and approve this Stipulation in its entirety, then any 

adversely affected Party may withdraw from the Stipulation within the statutory periods provided 

for rehearing and appeal of the Commission's order by (1)  giving notice of withdrawal to all other 

Parties and (2) timely filing for :rehearing or appeal. Upon the latter of ( 1 )  the expiration of the 

statutory periods provided for rehearing and appeal of the Commission's order and (2) the 

conclusion of all rehearing's and appeals, all Parties that have not withdrawn will continue to be 

bound by the terms of the Stipulation as modified by the Commission's order. 

20. Continuing Commission Jurisdiction 

1bis Settlement Agreement shall in no way be deemed to divest the Commission of 

jurisdiction under Chapter 278 of the Kentucky Revised Statutes. 

2 1 .  Effect of Settlement Agreement 

This Settlement Agreement shall inure to the benefit of, and be binding upon, the parties 

to this Settlement Agreement, their successors, and assigns. 

22. Complete Agreement 

This Settlement Agreement constitutes the complete agreement and understanding among 

the parties to this Settlement Agreement, and any and all oral statements, representations, or 

agreements. Any and all such oral statements, representations, or agreements made prior hereto or 

contained contemporaneously herewith shall be null and void and shall be deemed to have been 

merged into this Settlement Agreement. 

23. Independent Analysis 

The terms of th.is Settlement Agreement are based upon the independent analysis of the 

parties to this Settlement Agreement, are the product of compromise and negotiation, and reflect 
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a fair, just, and reasonable resolution of the issues herein. Notwithstanding anything contained in 

this Settlement Agreement, Kentucky Power and the Settling Intervenors recognize and agree that 

the effects, if any, of any future events upon the income of Kentucky Power are unknown and this 

Settlement Agreement shall be implemented as written. 

24. Settlement Agreement And Negotiations AI.e Not An Admission 

(a) This Settlement Agreement shall not be deemed to constitute an admission by any 

party to this Settlement Agreement that any computation, formula, allegation, assertion, or 

contention made by any other party in these proceedings is true or valid. Nothing in this Settlement 

Agreement shall be used or construed for any purpose to imply, suggest or otherwise indicate that 

the results produced through the compromise reflected herein represent fully the objectives of the 

Signatory Parties. 

(b) Neither the terms of this Settlement Agreement nor any statements made or matters 

raised during the settlement negotiations shall be admissible in any proceeding, or binding on any 

of the parties to this Settlement Agreement, or be construed against any of the parties to this 

Settlement Agreement, except that in the event of litigation or proceedings involving the approval, 

implementation or enforcement of this Agreement, the terms of this Settlement Agreement shall 

be admissible. This Settlement Agreement shall not have any precedential value in this or any 

other jurisdiction. 

25. Consultation Wjth Counsel 

The parties to this Settlement Agreement warrant that they have informed, advised, and 

consulted with their respective coW1sel with regard to the contents and significance of this 

Settlement Agreement and are relying upon such advice in entering into this agreement. 
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26. Authority To Bind 

Each of the signatories to this Settlement Agreement hereby warrant they are authorized to 

sign this agreement upon behalf 04 and bind, their respective parties. 

27. Construction Of Agreement 

This Settlement Agreement is a product of negotiation among all parties to this Settlement 

Agreement, and no provision of this Settlement Agreement shall be construed in favor of or against 

any party hereto. This Settlement Agreement is submitted for purposes of this case only and is not 

to be deemed binding upon the parties hereto in any other proceeding, nor is it to be offered or 

relied upon in any other proceecling involving Kentucky Power or any other utility. 

28. CoW1temarts 

This Settlement Agreement may be executed in multiple counterparts. 

29. Future Rate Proceedin2s 

Nothing in this Settlement Agreement shall preclude, prevent, or prejudice any party to this 

Settlement Agreement from raising any argument or issue, or challenging any adjustment, in any 

future rate proceeding of Kentucky Power. 

IN WITNESS WHEREOF, this Settlement Agreement has been agreed to as of this 22°d 

day of November 2017. 
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KENTUCKY POWER COMPANY 
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KENTIJCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 

By: ·?Jz�� · 

Its: Cov11Je I 
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22 

KENTUCKY SCHOOL BOA.Rp�. 

ASSOCTATI0N1 INC, 
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KENTUCKY LEAGUE OP CITIES 

23 
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24 

KENTUCKY CABLE 
TELECOMMUNICATION 

ASSOCIATION, INC . 

• •  \ ',c �� By: 1G 2-M.- .. "-7 

Its: �C, TA- (sot\_.� CI...A�""""°l"-
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WAL-MART STORES EAST, LP AND 
SAM'S EAST, INC. 

By: � 

[ts: � 
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APPENDIX 8 

APPEN DIX TO AN ORDER OF  TH E KENTUCKY PUBLI C  SERVICE 
COMM ISSION I N  CASE NO. 20 1 7-00 1 79 DATED JAN 1 8 2018 

Adjustments Amounts 
Capacity Charge Revenues Removal ($6,396,832) 
Removal of Effects of Decommissioni ng Rider Revenue and ($ 1 8 , 5 1 2 ,331 ) 
Expenses 
El iminate Mitchel l  FG D Operat ing Expenses ($ 1 3 ,308 , 1 97) 
Remove Mitchel l  plant FG D and Consumable i nventory from Rate ($1 ,6 1 0, 1 92) 
Base 
Removal of Mitchel l  FGD Environmental Su rcharge R ider  {$538 ,4 1 7) 
Revenues 
Remove Bia Sandv Unit 1 Operation R ider Deferrals ($4,333,902) 
Fuel Under (Over) Revenues $4, 574,472 
Reset OSS MarQ in  Basel ine to 20 1 6  Test Year OSS Marq ins ($8 ,800,856) 
PPA Rider Synchronization Adj u stment $372 ,542 
Remove DSM Revenue Expense ($5 ,503,380) 
Remove HEAP Revenue and Expense ($246 ,772) 
Remove Economic Development Su rcharae Revenue and Expense ($303,0 1 1 ) 
Tariff MiQration Adjustment $ 1 ,026,263 
Customer Annual izat i on Revenue Adj ustment ($1 ,342,364) 
Weather Normal Load Revenue Adjustment $4,080 ,748 
O&M Expense I nterest on Customer Deposit $67,254 
Amortization of Major Storm Cost Deferral $874 ,592 
Postage Rate Decrease Adjustment ($6,656) 
E l im inate Advertising Expense $ 1 00 ,444 
Adj ust Pension and OPEB Expense $ 1 48 ,679 
Employee Related Group Benefit Expense $429 ,24 1 
Remove PJM Blls From Base for FAC Inclusions ($5 1 6,659) 
Adj ustment to I nc lude Purchase Power L i m itat ion Expense in Rate $3, 1 50 ,582 
Base 
Adjustment to I ncl ude Forced Outage Purchase Power Lim itati on i n  $882 ,204 
Base Rates 
Annual ize N ITS/PJM LSE OATT Expense $3,825 ,858 
Annual ize PJM Admin  Charges $ 1 1 8 ,606 
Amortization of N ERC Cost Deferral $ 1 4 ,275 
Severance Expense Adjustment $2 ,363 
Annual ization of Payrol l  Expense Adj ustment $244,837 
Social Securitv Tax Base Adiustment $26,009 
E l im inate Non- Recoverable  Business Expenses $ 1 4 , 9 1 4 
P lant Maintenance Normal izat ion ($274 ,334) 
Depreciation Annual ization Adj ustment Electric Plant in Service $2 ,037,359 
Decrease ARO Depreciation Expense to an Annual ized Level ($3 ,8 1 8) 
Decrease ARO Accretion Expense to an Annual i zed Level ($ 1 09 ,495) 
Annual ization of Cable Pole Attachment Revenue $532 ,369 
KPSC Maintenance Assessment ($1  801 ) 
State Gross Receipts Tax Adj ustment $78 ,776 
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I nterest Synchronizat ion Adjustment {Per 8/7/20 1 7  Amendment) $6,449 ,828 
AFUDC Offset Adjustment (Per 8/ 1 7/201 7 Amendment) $28 , 1 97 
Adjustment to Recognize Accrued Surcharge Revenue Differences ($62 ,588) 
M itche l l  Plant ADSIT Amortization $ 1 ,292,49 1 
Decrease O&M for Vegetation Manaaement Tree Trimmina {$6,794,282) 
Annual ization of Prooertv Taxes $595 ,507 
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APPENDIX C 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 201 7-001 79 DATED JAN 1 8 2018 

The following rates and charges are prescribed for the customers in the area 

served by Kentucky Power Company. All other rates and charges not specifically 

mentioned herein shall remain the same as those in effect under authority of this 

Commission prior to the effective date of this Order. 

Service Charge per month 
Energy Charge per kWh 

TARIFF R.S. 
RESIDENTIAL SERVICE 

Storage Water Heating Provision - Per kWh 
Load Management Water Heating Provision - Per kWh 

Home Energy Assistance Program Charge 
Per meter per month 

TARIFF R.S.-L.M.-T.O.D. 

$ 1 4.00 
$ .09660 
$ .06072 
$ .06072 

$ .30 

RESIDENTIAL SERVICE LOAD MANAGEMENT TIME-OF-DAY 

Service Charge per month 
Energy Charge per kWh: 
Al l  kWh used during on-peak bill ing period 
All kWh used during off-peak billing period 
Separate Metering Provision Per Month 

Home Energy Assistance Program Charge 
Per meter per month 

TARIFF R.S.-T.0.D. 
RESIDENTIAL SERVICE TIME-OF-DAY 

Service Charge per month 
Energy Charge per kWh :  
All kWh used during on-peak billing period 
All kWh used during off-peak bill ing period 

Home Energy Assistance Program Charge 
Per meter per month 

$ 1 6.00 

$ . 1 4346 
$ .06072 
$ 3.75 

$ .30 

$ 1 6.00 

$ . 1 4386 
$ .06072 

$ .30 
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TARIFF R.S.-T.O.D .  2 
EXPERIMENTAL RESIDENTIAL SERVICE TIME-OF-DAY 2 

Service Charge per month 
Energy Charge per kWh: 
All kWh used during summer on-peak bil l ing period 
All kWh used during winter on-peak bil l ing period 
All kWh used during off-peak bil l ing period 

Home Energy Assistance Program Charge 
Per meter per month 

TARIFF R.S.D.  

$ 1 6.00 

$ . 1 7832 
$ . 1 5342 
$ .08094 

$ .30 

RESIDENTIAL DEMAND-METERED ELECTRIC SERVICE 

Service Charge per month 
Energy Charge per kWh: 
All kWh used during on-peak bill ing period 
All kWh used during off-peak bil l ing period 
Demand Charge per kW 

Home Energy Assistance Program Charge 
Per meter per month 

TARIFF G.S. 
GENERAL SERVICE 

Secondary Service: 
Service Charge per month 
Energy Charge per kWh: 

Phase 1 
First 4,450 kWh per month 

Over 4,450 kWh per month 
Phase 2 

First 4,450 kWh per month 
Over 4,450 kWh per month 

Demand Charge per kW greater than 1 0  kW 
Phase 1 
Phase 2 

Primary Service: 
Service Charge per month 
Energy Charge per kWh: 

First 4,450 kWh per month 
Over 4,450 kWh per month 

Demand Charge per kW greater than 1 O kW 

$ 1 7.50 

$ .09738 
$ .07029 
$ 4.02 

$ .30 

$ 22.50 

$ . 1 0 1 98 
$ . 1 01 88 

$ .09807 
$ .09798 

$ 4.00 
$ 6.00 

$ 75.00 

$ .08629 
$ .08659 

$ 7 . 18  
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Subtransmission Service: 
Service Charge per month 
Energy Charge per kWh: 

First 4,450 kWh per month 
Over 4,450 kWh per month 

Demand Charge per kW greater than 1 O kW 

TARIFF G.S. 

$ 364.00 

$ .07822 
$ .07855 
$ 5.74 

GENERAL SERVICE 
RECREATIONAL LIGHTING SERVICE PROVISION 

Service Charge per month 
Energy Charge per kWh 

TARIFF G.S. 
GENERAL SERVICE 

$ 22.50 
$ .09968 

LOAD MANAGEMENT TIME-OF-DAY PROVISION 

Service Charge per month 
Energy Charge per kWh :  

All kWh used during on-peak bil l ing period 
All kWh used during off-peak bil l ing period 

TARIFF G.S. 
GENERAL SERVICE 

$ 22.50 

$ . 1 4423 
$ .06072 

OPTIONAL UNMETERED SERVICE PROVISION 

Service Charge per month 
Energy Charge per kWh: 

Phase 1 
First 4,450 kWh per month 
Over 4,450 kWh per month 

Phase 2 
First 4,450 kWh per month 
Over 4,450 kWh per month 

TARIFF S.G.S.-T.O.D. 

$ 1 4.00 

$ . 1 0 198 
$ . 1 0 188 

$ .09807 
$ .09798 

SMALL GENERAL SERVICE TIME-OF-DAY 

Service Charge per month 
Energy Charge per kWh :  

All kWh used during summer on-peak bil l ing period 
All kWh used during winter on-peak bi l l ing period 
All kWh used during off-peak bil l ing period 

$ 22.50 

$ . 1 7034 
$ . 1 4372 
$ .0751 1 
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TARI FF M.G.S .-T.O.D. 
MEDIUM GENERAL SERVICE TIME-OF-DAY 

Service Charge per month 
Energy Charge per kWh: 

All kWh used during on-peak bil l ing period 
All kWh used during off-peak bil l ing period 

TARI FF L.G.S. 
LARGE GENERAL SERVICE 

Secondary Service Voltage: 
Service Charge per month 
Energy Charge per kWh 
Demand Charge per kW 

Primary Service Voltage: 
Service Charge per month 
Energy Charge per kWh 
Demand Charge per kW 

Sub-transmission Service Voltage: 
Service Charge per month 
Energy Charge per kWh 
Demand Charge per kW 

Transmission Service Voltage: 
Service Charge per month 
Energy Charge per kWh 
Demand Charge per kW 

All Service Voltages: 
Excess Reactive Charge per KVA 

TARIFF L.G.S. 
LARGE GENERAL SERVICE 

$ 22.50 

$ . 1 6747 
$ .06072 

$ 85.00 
$ .07712 
$ 7.97 

$ 1 27.50 
$ .0671 1 
$ 7. 1 8  

$ 660.00 
$ .051 1 2  
$ 5.74 

$ 660.00 
$ .04997 
$ 5.60 

$ 3.46 

LOAD MANAGEMENT TIME-OF-DAY PROVISION 

Service Charge per month 
Energy Charge per kWh: 

Al l  kWh used during on-peak bill ing period 
All kWh used during off-peak bill ing period 

$ 85.00 

$ . 1 4063 
$ .06088 
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TARI FF L .G .S .  - T.O.D .  
LARGE GENERAL SERVICE T IME-OF-DAY 

Secondary Service Voltage : 
Service Charge per month 
Energy Charge :  

On-Peak Energy Charge per kWh 
Off-Peak Energy Charge per kWh 

Demand Charge per kW 

Primary Service Voltage : 
Service Charge per month 
Energy Charge :  

On-Peak E nergy Charge per kWh 
Off-Peak Energy Charge per kWh 

Demand Charge per kW 

Sub-transmission Service Voltage : 
Service Charge per month 
Energy Charge:  

On-Peak Energy Charge per kWh 
Off-Peak Energy Charge per kWh 

Demand Charge per kW 

Transmission Service Voltage : 
Service Charge per month 
Energy Charge :  

On-Peak Energy Charge per  kWh 
Off-Peak Energy Charge per kWh 

Demand Charge per kW 

Al l  Service Voltages:  
Excess Reactive Charge per KVA 

TAR I FF I .G .S .  
I NDUSTRIAL GENERAL SERVICE 

Secondary Service Voltage : 
Service Charge per month 
Energy Charge per kWh 
Demand Charge per kW 

Of Month ly On-Peak B i l l i ng Demand 
Of Month ly Off-Peak B i l l i ng  Demand 

$ 85 .00 

$ .09670 
$ .041 32 
$ 1 0 .87 

$ 1 27 .50 

$ .09300 
$ .040 1 0 
$ 7 .84 

$ 660 .00 

$ .091 76 
$ .03970 
$ 1 . 52 

$ 660 .00 

$ . 09049 
$ .03928 
$ 1 .49 

$ 3 .46 

$ 276 .00 
$ .02663 

$ 24 . 1 3  
$ 1 .60 
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Primary Service Voltage: 
Service Charge per month 
Energy Charge per kWh 
Demand Charge per kW 

Of Monthly On-Peak Billing Demand 

Sub-transmission Service Voltage: 
Service Charge per month 
Energy Charge per kWh 
Demand Charge per kW 

Of Monthly On-Peak Bill ing Demand 
Of Monthly Off-Peak Billing Demand 

Transmission Service Voltage: 
Service Charge per month 
Energy Charge per kWh 
Demand Charge per kW 

Of Monthly On-Peak Billing Demand 
Of Monthly Off-Peak Bill ing Demand 

All Service Voltages: 

$ 276.00 
$ .02553 

$ 20.57 

$ 794.00 
$ .02793 

$ 1 3.69 
$ 1 .51 

$1 ,353.00 
$ .02792 

$ 1 3.26 
$ 1 .49 

Reactive demand charge for each kilovar of maximum leading or lagging reactive 
demand in excess of 50 percent of the kW of monthly metered demand is $.69 per 
KVAR. 

Minimum Demand Charge 
The minimum demand charge shall be equal to the minimum bi l l ing demand times the 
following minimum demand rates per kW: 

Secondary 
Primary 
Subtransmission 
Transmission 

Service Charge per month 

TARIFF M.W. 
MUNICIPAL WATERWORKS 

Energy Charge - All kWh per kWh 

$ 
$ 
$ 
$ 

25.83 
22.21 
1 5 .30 
1 4.86 

$ 22.90 
$ .091 35 

Subject to a minimum monthly charge equal to the sum of the service charge plus $8.89 
per kW as determined from customer's total connected load. 
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TARIFF O.L. 
OUTDOOR LIGHTING 

OVERHEAD LIGHTING SERVICE 

High Pressure Sodium per Lamp: 
1 00 Watts (9,500 Lumens) 
1 50 Watts ( 1 6,000 Lumens) 
200 Watts (22,000 Lumens) 
250 Watts (28,000 Lumens) 
400 Watts (50,000 Lumens) 

Mercury Vapor per Lamp: 
1 75 Watts (7,000 Lumens) 
400 Watts (20,000 Lumens) 

POST-TOP LIGHTING SERVICE 

High Pressure Sodium per Lamp: 
1 00 Watts (9,500 Lumens) 
1 50 Watts ( 1 6,000 Lumens) 
1 00 Watts Shoe Box (9,500 Lumens) 
250 Watts Shoe Box (28,000 Lumens) 
400 Watts Shoe Box (50,000 Lumens) 

Mercury Vapor per Lamp: 
1 75 Watts (7,000 Lumens) 

FLOOD LIGHTING SERVICE 

High Pressure Sodium per Lamp: 
200 Watts (22,000 Lumens) 
400 Watts (50,000 Lumens) 

Metal Halide 
250 Watts (20,500 Lumens) 
400 Watts (36,000 Lumens) 
1 ,000 Watts ( 1 1 0,000 Lumens) 
250 Watts Mongoose (1 9,000 Lumens) 
400 Watts Mongoose (40,000 Lumens) 

Per Month: 
Wood Pole 
Overhead Wire Span not over 1 50 Feet 
Underground Wire Lateral not over 50 Feet 

$ 8.50 
$ 9.30 
$ 1 0 .90 
$ 1 5 .04 
$ 1 6.01 

$ 9.04 
$ 1 4.64 

$ 1 4.05 
$ 23.30 
$ 29.50 
$ 24.99 
$ 36. 1 6  

$ 1 0 .59 

$ 1 3. 1 0  
$ 1 7.06 

$ 1 5.27 
$ 1 8.39 
$ 30.94 
$ 20.57 
$ 23.59 

$ 3.40 
$ 2.00 
$ 7.40 

Per Lamp plus $0.02725 x kWh in Sheet No. 1 4-3 in Company's tariff 
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TARIFF S.L. 
STREET LIGHTING 

Rate per Lamp: 
Overhead Service on Existing Distribution Poles 

High Pressure Sodium 
1 00 Watts (9,500 Lumens) 
1 50 Watts ( 16 ,000 Lumens) 
200 Watts (22,000 Lumens) 
400 Watts (50,000 Lumens) 

Service on New Wood Distribution Poles 
High Pressure Sodium 
1 00 Watts (9,500 Lumens) 
1 50 Watts ( 1 6,000 Lumens) 
200 Watts (22,000 Lumens) 
400 Watts (50,000 Lumens) 

Service on New Metal or Concrete Poles 
High Pressure Sodium 
1 00 Watts (9,500 Lumens) 
1 50 Watts ( 1 6,000 Lumens) 
200 Watts (22,000 Lumens) 
400 Watts (50,000 Lumens) 

$ 7.02 
$ 7.55 
$ 8.95 
$ 1 1 .71 

$ 1 0 .80 
$ 1 1 .55 
$ 1 2 .95 
$ 1 6.61 

$ 27.45 
$ 28. 1 5  
$ 26.70 
$ 27. 1 1 

Per Lamp plus $0.02725 x kWh in Sheet No. 1 5-2 in Company's tariff 

TARIFF C.A.T.V. 
CABLE TELEVISION POLE A TI ACHMENT 

Charge for attachments 
On a two-user pole 
On a three-user pole 

TARIFF COGEN/SPP I 

$ 1 0 .82 
$ 6.71 

COGNERATION AND/OR SMALL POWER PRODUCTION 
1 00 KW OR LESS 

Monthly Metering Charges: 
Single Phase: 

Standard Measurement 
Time-of-Day Measurement 

$ 9.25 
$ 9.85 
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Polyphase: 
Standard Measurement 
Time-of-Day Measurement 

Energy Credit per kWh: 
Standard Meter - All kWh 
Time-of-Day Meter: 

On-Peak kWh 
Off-Peak kWh 

Capacity Credit: 
Standard Meter per kW 
Time-of-Day Meter per kW 

TARIFF COGEN/SPP I I  

$ 1 2. 1 0  
$ 1 2.40 

$ .03240 

$ .03860 
$ .02790 

$ 3. 1 1  
$ 7.47 

COGNERATION AND/OR SMALL POWER PRODUCTION 
OVER 1 00 KW 

Metering Charges: 
Single Phase: 

Standard Measurement 
Time-of-Day Measurement 

Polyphase: 
Standard Measurement 
Time-of-Day Measurement 

Energy Credit per kWh: 
Standard Meter - All kWh 
Time-of-Day Meter: 

On-Peak kWh 
Off-Peak kWh 

Capacity Credit: 
Standard Meter per kW 
Time-of-Day Meter per kW 

TARIFF K.E.D.S. 

$ 9.25 
$ 9.85 

$ 1 2. 1 0  
$ 1 2.40 

$ .03240 

$ .03860 
$ .02790 

$ 3.1 1 
$ 7.47 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE 

Per month per account: 
Residential 
All Other 

$ .00 
$ 1 .00 
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TAR IFF  C .C .  
CAPAC ITY CHARGE 

Energy Charge per kWh :  
Service Tariff 

I .G . S .  $ . 000749 
All Other $ .001 435 

R IDER  R . P .O .  
RENEWABLE POWER OPTION R I DER 

OPTION A 

Solar RECs: 
Block Purchase per 1 00 kWh per month $ 1 .00 
Al l  Usage Pu rchase per kWh consumed $ . 0 1 000 

Wind RECs: 
Block Purchase per 1 00 kWh per month $ 1 .00 
Al l Usage per kWh consu med $ .01 000 

Hyd ro & Other  RECs: 
Block Purchase pe r 1 00 kWh per month $ .30 
A l l  Usage per kWh consumed $ . 00300 

R IDER  A .F .S .  
ALTERNATE FEED SERV ICE R I DER 

Monthly Rate for Ann ual Test of Transfe r Switch/Control Modu le  $ 1 4 .67 
Monthly Capacity Reservation Demand Charge per  kW $ 6 .29  
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Project 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

1 1  

1 2  

1 3  

1 4  

1 5  

1 6  

APPEN D I X  D 

APPE NDIX TO AN ORDER OF THE KENTUCKY PUBL IC SERVICE 
COMM ISS ION IN CASE NO. 201 7-00 1 79 DATED JAN 1 8 2018 

Plant 

M itchel l  

M itchel l  

Rockport 

Rockport 

M itche l l  & 

Rockport 

Big Sandy, 

M itche l l  & 

Rockport 

Big Sandy, 

M itche l l  & 

Rockport 

Big Sandy, 

M itchel l  & 

Rockport 

Mitchell 

M itchel l  

Mitchell 

M itchell 

M itchell 

M itchell 

Rockport 

Rockport 

ENV I RONMENTAL COM PLIANCE PLAN 

Pol lutant Description 

Previously Approved Environmental Compliance Projects 

NOx, S02, 

and S03 

S02, NOx 

and Gypsum 

S02 / N0x 

NOx, Fly Ash, & 

Bottom Ash 

S02, NOx, 

Particulates & 

VOC and etc. 

NOx 

S02 

S02 / N0x 

Particulates 

Particulates 

Mercury 

Selenium 

Fly Ash, Bottom Ash, 

Gypsum & 

WWTP Solids 

Particulates 

Part.iculates 

Mercury 

M itchel l  Units 1 & 2, Water I njection, Low NOx Burners .  

Low NOx Burner  Modification, SCR. FGD,  Landfil l ,  

Coal Blending Faci l i t ies & S03 M itigation 

M itchel l  Plant Common CEMS, Replace Burner 

Barrier Valves & Gypsum Material Handling Faci l ities 

Continuous Emission Monitors ("CEMS") 

Rockport Units 1 & 2 Low NOx Burners, Over Fi re Ai r 

& Landfi l l  

Tit le V Ai r Emissions Fees at M itchell and 

Rockport Plants 

Costs Associated with NOx Al lowances 

Costs Associated with S02 Al lowances 

Costs Associated with the CSAPR Al lowances 

Mitchell Units 1 & 2 - Prec ipitator Modif ications 

Mitchell Units 1 & 2 - Bottom Ash & Fly Ash Handl ing 

Mitchell Un its 1 & 2 - Mercury Monitoring ("MATS") 

Mitchell Units 1 & 2 - Dry Fly Ash Hand l i ng Conversion 

Mitchell Units 1 & 2 - Coal Combustion Waste Landfi l l  

Mitchell Unit 2 - E lectrostatic Precipltator Upgrade 

Rockport Units 1 & 2 - P recipitator Modifications 

Rockport Units 1 & 2 - Activated Carbon Injection 

("ACI" )  & Mercury Mon itoring 

I n -Service 

Year 

1 993- 1 994-

2002-2007 

1 993- 1 994-

2007 

1 994 

2003-2008 

Annual 

As Needed 

As Needed 

As Needed 

2007-201 3  

2008-201 0  

201 4  

201 4  

201 4  

201 5  

2004-2009 

2009-201 0 

Case No. 20 1 7-00 1 79 

Compay Hearing Exhibit 3 
Page 117 of 122



17  Rockport 

18 Rockport 

1 9  Rockport 

20 Mitchell 
Rockport 

Hazardous Air Rockport Units 1 & 2 - Dry Sort>ent Injection 
Pollutants ("HAPS') 

Fly Ash & Rockport Plant Common - Coal Combustion Waste 
Bottom Ash Landfill Upgrade to Accept Type 1 Ash 

Proposed Environmental Compliance Projects 

NOx Rockport Unit 1 - Selective Catalytic Reduction equipment 

S02 I NOx, Mercury, Cost of consumables used in conjunction with approved ECP 
Particulates, Hazardous projects including the cost of the consumables used and a 
Air Pollutants ("HAPS") return on consumable inventories. Consumables Include, but 

are not limited to sodium bicarbonate, activated carbon, 
anhydrous ammonia, trona, lime hydrate, limestone, polymer, 
and urea. 

2015 

2013 & 

2015 

2017 

As Needed 
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APPEN D IX  E 

APPEN D IX TO AN ORDER OF TH E KENTUCKY PU BL IC SERVICE 
COM M ISS ION IN CASE NO. 201 7-00 1 79 DATED JAN 1 8 2018 

MONTHLY BAS E PER IOD REVENUE REQU I REMENT 

B i l l i ng Month 

Jan uary 

February 

March 

Apri l  

May 

J une 

Ju ly 

August 

September 

Octobe r  

November 

Decembe r 

Base Period Cost 

$ 3 ,664 ,681  

3 ,58 1 , 0 1 7 

3 ,353 ,024 

3,66 1 , 574 

3,595 , 1 45 

3 ,827 ,332 

3 ,747,320 

3,888 ,262 

3 ,636 ,247 

3 ,824 ,697 

3 ,7 1 7 ,340 

3,882,677 

$ 44,379 ,3 1 6 
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APPEND IX  F 

APPEND IX  TO AN ORDER OF TH E KENTUCKY PUB L IC S ��IC,'=8 2018 
COMMI SSION IN CASE NO. 201 7-00 1 79 DATED 

Commission Staff Adjustme nts to th e  Revenue Requ i rement i n  the Settl e me nt Agree me nt 
Ca se No. 201 7-001 79 

Increase Per Settle me nt 

Operating I ncome Issues 
OSS Rider Adjustment 
Theft Recowry Rewnue 
Purchased Power Adj 0/'J P  26&27) 
Relocation Expense 

Cost of Capita l Issues 
Total Change in  ROE and capitalization 
Change in GCRF 

Tota l Adj ustme nts to the Settlement Agreeme nt 

Recommended Change i n  Base Rates 

Kentucky Power Company (Kentucky Jurisdiction) 

P re-Tax 
Opera ti ng Income NOi 

Amount Amount GRCF 
(486,4 1 2) (361 ,693) 1 . 3521 1 6  
(1 66, 1 98) (1 23,584) 1 .3521 1 6  

(4,032,786) (2,998,755) 1 .3521 1 6  
(1 32, 1 09) (98,235) 1 .3521 1 6  

(476,71 4) 1 .3521 1 6  

Staff RR 
Amount 

31 ,780,734 

$ (489,051 ) 
$ (1 67, 1 00) 
$ (4,054,664) 
$ (1 32,826) 

$ (644,573) 
(13 ,943,890) 

$ (1 9,432, 1 04) 

$ 1 2,348,630 
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 *Denotes Served by Email                                         Service List for Case 2017-00179

*William H May, III
Hurt, Deckard & May
The Equus Building
127 West Main Street
Lexington, KENTUCKY  40507

*Barry Alan Naum
Spilman Thomas & Battle, PLLC
1100 Brent Creek Blvd., Suite 101
Mechanicsburg, PENNSYLVANIA  17050

*Carrie M Harris
Spilman Thomas & Battle, PLLC
1100 Brent Creek Blvd., Suite 101
Mechanicsburg, PENNSYLVANIA  17050

*Don C Parker
Spilman Thomas & Battle, PLLC
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Overview

Each slide summarizes the estimated costs for projects presented at the TEAC 

or Sub-regional TEAC meetings:

 Baseline project was approved by the PJM Board

 Supplemental Project was presented at the TEAC or Sub-regional TEAC meetings

 Costs are provided by the Designated Entity or Transmission Owners. Cost estimation

methods may vary by company. Estimated costs in this document may include cost

caps or cost containment even though it isn’t specifically noted

 Cost estimates may change over time as new information is known and incorporated

into the estimate by the project sponsor, this document reflects the current estimates

that are provided to PJM

 A single cost is provided for each project identifier, without any additional breakdown

(for example, cost by state)

 Cost is based on estimation in January 2020, and is adjusted by inflation rate of 2.44%
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Baseline and Supplemental Projects by Year 
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Baseline and Supplemental Projects by Year
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Project Status as of December 31,2019 
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Project Status as of December 31,2019
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2019 Baseline Project Drivers 
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2019 Baseline Project Drivers
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2019 Supplemental Project Drivers 
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2019 Supplemental Project Drivers
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Baseline Project Driver since 2005 
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Baseline and Supplemental Project since 2005
Adjusted by Transmission Line Circuit Miles
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Baseline Projects by Voltage

2015 - 2019
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Renewable Production and Wind Curtailments 
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Renewable Production and Wind Curtailments
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System Congestion Costs 
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System Congestion Costs
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