COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF KENTUCKY
POWER COMPANY FOR (1) A GENERAL
ADJUSTMENT OF ITS RATES FOR ELECTRIC
SERVICE,; (2) APPROVAL OF TARIFFS AND
RIDERS; (3) APPROVAL OF ACCOUNTING
PRACTICES TO ESTABLISH REGULATORY
ASSETS AND LIABILITIES; (4) A
SECURITIZATION FINANCING ORDER; AND (5)
ALL OTHER REQUIRED APPROVALS AND
RELIEF

CASE NO.
2023-00159
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ORDER

This matter arises from an application filed by Kentucky Power Company
(Kentucky Power) on July 14, 2023, pursuant to KRS 278.180, KRS 278.190,
KRS 278.220, KRS 278,670 et seq., KRS 65.114, 807 KAR 5:001, Sections 14
through 16, 807 KAR 5:011, 807 KAR 5:051, and all other applicable statutes and
regulations, for an order granting (1) approval of a general adjustment of its electric rates;
(2) approval of its tariffs and riders; (3) approval of accounting practices to establish a
regulatory asset or liability; (4) a securitization financing order; and (5) all other required
approvals and relief In a January 10, 2024 Order in this case (Financing Order), the
Commission approved Kentucky Power’s request to issue securitized bonds subject to
the terms and conditions of the Financing Order. This Order addresses Kentucky Power’s
request for approval of a general rate adjustment and any issues raised in the application

that are not addressed in the Financing Order.

BACKGROUND




Kentucky Power is a jurisdictional electric utility that generates, transmits,
distributes, and sells electricity to approximately 165,000 customers in Boyd, Breathitt,
Carter, Clay, Elliott, Fleming, Floyd, Greenup, Johnson, Knott, Lawrence, Leslie, Letcher,
Lewis, Magoffin, Martin, Morgan, Owsley, Perry, Pike, and Rowan counties.® Kentucky
Power’s last adjustment of its electric rates was in Case No. 2020-00174.2

On May 23, 2023, Kentucky Power filed a notice of its intent to file an application
for an approval of increases in its electric rates.® According to the application, the rate
application would be supported by a 12-month historical test year ending March 31, 2023,
with adjustments for known and measurable changes.* On July 14, 2023, Kentucky
Power filed an application for a general adjustment of rates. The application requested
authorization to increase Kentucky Power’s electric base rate revenue by $93,935,727,
or an increase of approximately 13.6 percent above the test-year retail sales revenue of
$694,002,526.° The average monthly residential bill increase based on the proposed
electric base rates would be approximately 18.3 percent or $35 for a residential customer

using 1,232 kWh of electricity per month.®

1 Annual Report of Kentucky Power to the Public Service Commission for the Year Ending
December 31, 2022 (2022 Annual Report) at 4-5.

2 Case No. 2020-00174, Electronic Application of Kentucky Power Company for (1) a General
Adjustment of its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of Accounting

Practices to Establish Regulatory Assets and Liabilities; (4) Approval of a Certificate of Public Convenience
and Necessity; and (5) All Other Required Approvals and Relief (Ky PSC Jan. 13, 2023).

3 Kentucky Power’s Notice of Intent and Application to Use Abbreviated Notice (filed May 23, 2023).
4 Application at 7 (filed July 14, 2023).
5 Application at 10.

6 Kentucky Power's Customer Notice of Rate Adjustment (filed June 29, 2023) and Kentucky
Power’s Supplemental Notice (filed July 17, 2023).
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Kentucky Power stated the primary reason for the requested increase is that the
current rates do not permit it to operate successfully or continue to provide adequate,
efficient and reasonable service throughout its territory.” Kentucky Power noted several
items to offset the impacts to customers of the rate adjustment: the financing of securitized
bonds for certain deferred costs; suspension of the decommissioning riders and Rockport
Deferral until securitization is achieved; postponing an update to depreciation rates;
reduction of the total distribution of storm project expense; and a lower return on equity
than supported in the application.®

Kentucky Power’s application also included requests and tariff updates related to
a securitization financing rider; a distribution reliability rider; a seasonal residential service
tariff, a financing hedging program; a new solar garden program; continuation of
economic growth grants; increases in residential energy assistance; discontinuing the
recovery of PIM Interconnection LLC Load Serving Entity Open Access Transmission
Tariff (PJM LSE OATT) expenses through the Tariff Purchase Power Adjustment (Tariff
P.P.A)); amending the Federal Tax Cut tariff, amending the Tariff Environmental
Surcharge (Tariff E.S.) to reflect the expiration of the Rockport Unit Power Agreement
(UPA); closing the Non-Utility Generator (NUG) tariff; and updating terms of service and
non-substantive global formatting changes to the tariff book.®

A deficiency letter was issued to Kentucky Power on July 5, 2023. Kentucky Power

responded to the deficiency letter with a request for an Informal Conference (IC) with

7 Application at 7.
8 Application at 8-9.

9 Application at 10-12.
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Commission Staff.!® Commission Staff conducted the IC on July 10, 2023, to discuss the
deficiencies in the application and the methods to cure the deficiencies.!! Kentucky
Power filed a formal response to the deficiency, specifically noting that the issue of notice
would be remedied on July 14, 2023.12 On July 14, 2023, the application was deemed
filed.

In an Order issued on July 20, 2023, the Commission suspended Kentucky
Power’s proposed rates for five months, up to and including January 14, 2024. The July
20, 2023 Order also established a procedural schedule for the processing of this matter,
which provided for a deadline for requesting intervention, two rounds of discovery upon
Kentucky Power’s application,*® a deadline for the filing of intervenor testimony, one round
of discovery upon any intervenor testimony, and an opportunity for Kentucky Power to file
rebuttal testimony. Throughout the proceedings, Kentucky Power responded to six
requests for information and periodically updated certain responses.**

The following parties were granted intervention in this proceeding: the Attorney

General of the Commonwealth of Kentucky, by and through the Office of Rate Intervention

10 Kentucky Power’s Motion for an Informal Conference (filed July 6, 2023).
11 Public Service Commission Letter Filing Memo into the Record (filed July 12, 2023).
12 Kentucky Power's Response to the July 5, 2023 Deficiency Notice (filed July 10, 2023).

13 Kentucky Power responded to a total of six data requests from Commission Staff prior to the
hearing.

14 Kentucky Power’'s Response to Commission Staff's First Request for Information (Staff's First
Request) (filed July 13, 2023); Kentucky Power's Response to Commission Staff's Second Request for
Information (Staff's Second Request) (filed Aug. 28, 2023); Kentucky Power's Response to Commission
Staff's Third Request for Information (Staff's Third Request) (filed Sept. 25, 2023); Kentucky Power’s
Response to Commission Staff's Fourth Request for Information (Staff's Fourth Request) (filed Sept. 25,
2023); Kentucky Power’'s Response to Commission Staff's Fifth Request for Information (Staff's Fifth
Request) (filed Oct. 20, 2023); and Kentucky Power’s Response to Commission Staff's Sixth Request for
Information (Staff's Sixth Request) (filed Nov. 13, 2023).
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(Attorney General);*®> Kentucky Industrial Utility Customers (KIUC);® Walmart Inc.
(Walmart);*” Mountain Association (MA), Appalachian Citizens Law Center (ACLC),
Kentuckians for the Commonwealth (KFTC), and the Kentucky Solar Energy Society
(KYSES) (collectively, Joint Intervenors);*® and SWVA Kentucky, LLC (SWVA).1°

There were many public comments filed in this matter.?° In response to multiple
requests for public meetings, the Commission held public meetings on November 8, 2023,
in Catlettsburg, Kentucky; November 9, 2023, in Hazard, Kentucky; November 16, 2023,
virtually at the Commission’s Frankfort Office; and November 20, 2023, in Pikeville,
Kentucky.?!

On November 1, 2023, November 9, 2023, and November 14, 2023, the parties’
participated in ICs to discuss procedural matters and the possible resolution of pending
issues. All parties participated in the ICs and held additional discussion regarding the
proposed resolution. On November 20, 2023, Kentucky Power, KIUC, Walmart, and the
Joint Intervenors filed a Settlement Agreement (Settlement) that addressed a majority of
the issues addressed in these proceedings. The Attorney General and SWVA were not
signatories to the agreement but indicated neither party objected to the terms of the

Settlement. The Settlement is attached as Appendix A.

15 Order (Ky. PSC June 6, 2023).

16 Order (Ky. PSC June 20, 2023).
17 Order (Ky. PSC Aug. 10, 2023).
18 Order (Ky. PSC Aug. 16, 2023).
19 Order (Ky. PSC Aug. 16, 2023).

20 View Public Comments for: 2023-00159 (ky.gov)

21 Order (Ky. PSC Oct. 26, 2023).
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A formal hearing was held on November 28, 2023, through November 30, 2023,
for the purposes of hearing testimony regarding the Settlement, the application, and
contested issues. Kentucky Power filed responses to post-hearing requests for
information on December 15, 2023.22 Kentucky Power filed a post-hearing brief on
December 21, 2023. KIUC, Joint Intervenors, and Walmart filed post hearing briefs on
December 22, 2021.

In its brief, Kentucky Power requested that the Commission accept the Settlement
without modification.?® The brief also addressed several prior Commission Orders and
steps that Kentucky Power had allegedly taken to address Commission concerns.
Specifically, Kentucky Power noted that, as part of a need to address transmission costs
for customers, Kentucky Power requested to recover PJM LSE OATT expenses through
a normalized amount included in base rates instead of Tariff P.P.A.2* Kentucky Power
stated that the rates in the Settlement were fair, just and reasonable.?®> All the parties
agreed to allocate the recommended revenue increase in the manner proposed by the
Attorney General/KIUC'’s witness Stephen Barron, with an additional $500,000 allocated
from the Residential Class to Rate Industrial General Service (1.G.S.) to reduce the impact
of the revenue increase on residential customers.?® As such, Kentucky Power asked the

Commission to approve the rate design and resulting rates as fair, just and reasonable.?’

22 Kentucky Power’s Response to Commission Staff's Post Hearing Request for Information (Staff's
Post-Hearing Request) (filed Dec. 15, 2023).

23 Kentucky Power’s Post-Hearing Brief (filed Dec. 21, 2023) at 51.
24 Kentucky Power’s Post-Hearing Brief at 8.

25 Kentucky Power’s Post-Hearing Brief at 24.

26 Kentucky Power’s Post-Hearing Brief at 30.

27 Kentucky Power's Post-Hearing Brief at 30.
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KIUC filed a post-hearing brief on December 22, 2023. KIUC argued that the
Commission should accept the settlement as filed.?® KIUC asserted that the settlement
provided significant benefits to customers.?® Specifically, KIUC cited to securitization and
the Distribution Reliability Rider (DRR) with the added safeguards. KIUC also noted that
the Commission can address other issues, generation adequacy and Mitchell operating
facility, raised at the hearing in the two other pending proceedings involving Kentucky
Power, 30 Case No. 2021-003703%! and Case No. 2023-00092%,

The Joint Intervenors filed their post-hearing brief on December 22, 2023, stating
that “the proposed settlement presents a fair, just, and reasonable compromise among
the parties and should be approved.”®® Although the Joint Intervenors argued that
Kentucky Power’s proposals related to customer assistance do not go far enough, they
do believe that the settlement has the potential to be a valuable step toward addressing
fundamental issues facing Kentucky Power customers.®* The Joint Intervenors believe
that Kentucky Power has made commitments to improve its demand-side management
(DSM) and energy efficiency (EE) (together, DSM/EE) programs as well as its customer

education on assistance programs.3®

28 KIUC's Post-Hearing Brief (filed Dec. 22, 2023) at 2.
29 KIUC's Post-Hearing Brief at 2-3.
30 KIUC's Post-Hearing Brief at 4.

31 Case No. 2021-00370, Electronic Investigation of the Service, Rates and Facilities of Kentucky
Power Company (Ky PSC Sept. 15, 2021).

32 Case No. 2023-00092, Electronic 2022 Integrated Resource Planning Report of Kentucky Power
Company (Ky PSC Mar. 20, 2023).

33 Joint Intervenors’ Post-Hearing Brief (filed on Dec. 22, 2023) at 1, 5.
34 Joint Intervenors’ Post-Hearing Brief at 6—7.

35 Joint Intervenors’ Post-Hearing Brief at 9—-11.
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Walmatrt filed a post-hearing brief on December 22, 2023, and requested that the
Commission accept the Settlement as a fair, just and reasonable resolution to this case.3®
Walmatrt cited to the highlights of the Settlement; however, Walmart expressed concerns
about transmission costs and the impact on the customer.®” Walmart noted that the
Commission could address those concerns in Case No. 2021-00370 or Case No. 2023-
00092.%8

Kentucky Power filed notice that it would not file a response brief and requested
that a decision be made on the record on December 27, 2023. Kentucky Power’s notice
also stated that it had asked the intervening parties, and no party intended to file a
response brief.39

THE SETTLEMENT

The Settlement reflects the agreement of the parties, except the Attorney General
and SWVA, on a majority of the issues raised in the case. The major substantive areas
addressed in the Settlement are as follows:

T Kentucky Power's electric retail revenues should be increased by
$74,666,028. This amount consists of a base rate revenue reduction of $19,269,699 from

the $93,935,727 requested in the application.*®

36 Walmart's Post-Hearing Brief (filed Dec. 22, 2023) at 7.
37 Walmart's Post-Hearing Brief at 6—7.
38 Walmart’'s Post-Hearing Brief at 7.

39 Kentucky Power’s Notice that Kentucky Power Will Not File a Reply Brief and Request to Submit
Matter for Decision (filed Dec. 27, 2023) at 1.

40 Kentucky Power’s Motion to Approve Settlement, Settlement Testimony of Brian West, Exhibit
BKW-1S (West Settlement Testimony) (filed Nov. 20, 2023) at 4.
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1 The authorized return on equity (ROE) would be 9.75 percent, while a 9.65
percent ROE would be applicable to the equity component of the riders for which the
weighted average cost of capital (WACC) is applied.*!

1 A return on the net operating loss carryforward (NOLC) will be excluded
from the base rate revenue requirement. That amount would be deferred as a regulatory
asset until base rates including the stand-alone NOLC are effective, if ever, in a future
base rate case. Kentucky Power will contemporaneously establish an NOLC regulatory
liability that offsets the NOLC regulatory asset. Kentucky Power will not accrue a carrying
charge on the NOLC regulatory asset or the NOLC regulatory liability.*?

1 Recovery of the NOLC regulatory asset and NOLC deficient taxes would be
contingent upon a private letter ruling (PLR) from the Internal Revenue Service (IRS)
stating it is not a normalization violation to exclude NOLC and NOLC deficient taxes from
the calculation of the revenue requirement. If the PLR indicates it is a normalization
violation, Kentucky Power will reverse the NOLC regulatory liability and recover the NOLC
regulatory asset and the NOLC deficient taxes over a three-year period through base
rates established in the first base rate case filed after the PLR from the IRS is received.
Kentucky Power will also adjust the excess deferred income tax regulatory liability to
reflect the deficient deferred income taxes to the stand-alone NOLC.43

1 Acceptance of the rate-based adjustments proposed by the Attorney

General/KIUC in the Direct Testimony of Lane Kollen except as it relates to the prepaid

41 West Settlement Testimony, Exhibit BKW-1S at 5.
42 West Settlement Testimony, Exhibit BKW-1S at 6.

43 West Settlement Testimony, Exhibit BKW-1S at 6.
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pension and other post-employment benefits (OPEB) assets and the accumulated
deferred income tax (ADIT) on the regulatory assets proposed for securitization.**

1 Kentucky Power will exclude from rate base all pension and OPEB assets
and liabilities, net of ADIT, subject to exclusion from Kentucky Power’s base rates of the
current annual level of cost of savings related to pension and OPEB originally included in
the cost of service.®

1 Kentucky Power will flow the ADIT benefit related to the non-
decommissioning rider regulatory assets approved for securitization back to customers
through the Federal Tax Cut Tariff (Tariff F.T.C.) at its Commission approved WACC with
an annual true-up to address the over- or under-recovery.*®

T The amount of costs to be securitized will be increased to remove the
present value of the return on ADIT related to the Rockport Deferral Regulatory Asset.
Kentucky Power will not include the non-decommissioning rider regulatory asset ADIT
amounts in base rates.*

1 Kentucky Power will normalize the Corporate Alternative Minimum Tax
(CAMT) and include the accrued CAMT deferred tax asset in rate base.*?

1 Acceptance of the operating expense adjustments related to incentive

compensation, supplemental executive retirement plan (SERP) expenses, and 401(k)

44 West Settlement Testimony, Exhibit BKW-1S at 6—7.
45 West Settlement Testimony, Exhibit BKW-1S at 7.
46 West Settlement Testimony, Exhibit BKW-1S at 7-8.
47 West Settlement Testimony, Exhibit BKW-1S at 8.

48 West Settlement Testimony, Exhibit BKW-1S at 8.

-10- Case No. 2023-00159



matching expense for employees who also participate in the pension plan proposed by
the Attorney General/KIUC in the Direct Testimony of Lane Kollen.*°

1 Acceptance of the adjustment proposed by the Attorney General/KIUC in
the Direct Testimony of Lane Kollen to exclude amortization of net operating loss (NOL)
ADIT.50

1 Kentucky Power will reduce the amount of property taxes expense in base
rates by $1.114 million.>!

1 Kentucky Power will adjust factoring expense related to the sale of accounts
receivable to the midpoint of the adjustment proposed in the Attorney General/KIUC in
the Direct Testimony of Lane Kollen.%?

1 Kentucky Power will forgo recovery of the $11.52 million in test-year Winter
Storm Elliot peaking unit equivalent (PUE) expense and the $4.02 million in non-Fuel
Adjustment Clause (FAC) eligible PUE expense incurred between March 31, 2020, and
March 31, 2023.53

)| Approval of the Distribution Reliability Rider (DRR) and DRR Work Plan for

an initial five-year term.5

49 West Settlement Testimony, Exhibit BKW-1S at 8.
50 West Settlement Testimony, Exhibit BKW-1S at 8.
51 West Settlement Testimony, Exhibit BKW-1S at 8.
52 \West Settlement Testimony, Exhibit BKW-1S at 9.
53 West Settlement Testimony, Exhibit BKW-1S at 9.

54 West Settlement Testimony, Exhibit BKW-1S at 10 — 11.
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T Kentucky Power will double shareholder funding of the Residential Energy
Assistance Tariff (Tariff R.E.A.) to $0.80 per meter.>®

] Kentucky Power will work collaboratively with the Joint Intervenors on solar,
EE, and DSM programs.>®

LEGAL STANDARD

Kentucky Power filed its application pursuant to KRS 278.180; KRS 278.190; KRS
278.220; 807 KAR 5:001, Sections 14 through 16; 807 KAR 5:011; and 807 KAR 5:051.
The Commission’s standard of review of a utility’s request for a rate increase is well
established. In accordance with statutory and case law, Kentucky Power is allowed to
charge its customers only fair, just and reasonable rates.>” Further, Kentucky Power
bears the burden of proof to show that the proposed rate increase is just and reasonable,
under KRS 278.190(3).

TEST PERIOD

Kentucky Power proposed the 12-month period ending March 31, 2023, as the test
period for determining the reasonableness of its proposed rates.®® None of the
intervenors contested the use of this period as the test period.

The Commission finds that it is reasonable to use the 12-month period ending
March 31, 2023, as the test period in this case because, due to the timing of Kentucky
Power’s filing, the 12-month period ending March 31, 2023, is the most recent feasible

period to use for setting rates. Further, except for the adjustments approved in this Order,

55 West Settlement Testimony, Exhibit BKW-1S at 11.
56 West Settlement Testimony, Exhibit BKW-1S at 10-15.
57 KRS 278.030 and Pub. Serv. Commin v. Com. ex rel. Conway, 324 S.W.3d 373, 377 (Ky 2010).

58 Application at 7.
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the revenues and expenses incurred during that period are neither unusual nor
extraordinary.
VALUATION

Pursuant to KRS 278.290(1), the Commission is empowered to “ascertain and fix
the value of the whole or any part of the property of any utility,” and in doing so is given
guidance by the legislature “in establishing value of utility property in connection with
rates,” and the Commission must “give due consideration” to a number of factors,
including capital structure, original cost and “other elements of value recognized by law”
in order to ascertain the value of any property under KRS 278.290 “for rate-making
purposes.”™® In its application, Kentucky Power proposed to use the rate base method to
calculate its revenue requirement and required increase.®® As explained below, the
Commission has weighed the evidence filed in the case and in support of the Settlement,
and finds that Kentucky Power’s base rates should be based on a rate base of $1.617

billion.51

REVENUE REQUIREMENT AND ADJUSTMENTS

For the test year, Kentucky Power reported actual net operating income from its
jurisdictional electric operations of $81,543,347.52 Kentucky Power proposed

63 adjustments to revenues and expenses to reflect more current and anticipated

59 National Southwire Aluminum Co. v. Big Rivers Elec., 785 S.W.2d 503, 512 (Ky. App. 1990).
60 Application, Section V, Exhibit 1, Schedules 1 and 2.

61 Kentucky Power’'s Supporting Files for Settlement Testimony (filed Dec. 15, 2023), KPCo
Settlement Summary, Rate Base.

62 Application, Section V, Exhibit 1, Schedule 4.
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operating conditions, resulting in an adjusted net operating income of $54,182,033.%3
With this level of net operating income, Kentucky Power reported an adjusted test year
revenue deficiency of $93,935,727.54 The only intervenors that supported testimony
regarding specific revenue requirement adjustments were the Attorney General/KIUC,
supporting the testimony of Lane Kollen. As shown in Appendix B to this Order,
48 adjustments are uncontested and will be accepted as filed. The Commission accepts
the Settlement’s revenue requirement; however, after weighing the evidence submitted
in the case and filed in support of the Settlement, the Commission makes several
additional adjustments as discussed in further detail below.

Rate Base Adjustments

NOLC ADIT

Pursuant to Kentucky Power's Tax Allocation Agreement with AEP, AEP
reimburses Kentucky Power for taxable losses accumulated on Kentucky Power’s books.
Kentucky Power has historically excluded deferred tax assets that it attributes to net
operating loss carryforwards (NOLC ADIT) from rate base when the underlying net
operating loss was reimbursed. In this case, Kentucky Power proposed to include federal
NOLC ADIT of $41.507 million in rate base and capitalization.®®> Kentucky Power argued
that excluding the NOLC ADIT from rate base may result in a normalization violation, and

the reimbursements should not be considered for ratemaking purposes.®®

63 Application, Section V, Exhibit 1, Schedule 4 and Exhibit 2.
64 Application, Section V, Exhibit 1, Schedule 2.
65 Application, Section V, Exhibit 2 at 66.

66 Direct Testimony of Linda Schlessman (Schlessman Direct Testimony) at 23-25 and 30.
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The Attorney General/KIUC recommended removing the NOLC ADIT from rate
base and capitalization because the net operating loss is not recorded on Kentucky
Power’s books and Kentucky Power’s proposal reflects a departure from the historical
treatment of the NOLC ADIT.®’

In the Settlement, the parties agreed that a return on the NOLC ADIT will be
excluded from the base rate revenue requirement. That amount would be deferred as a
regulatory asset until base rates including the stand-alone NOLC are effective in a future
base rate case. Kentucky Power will not accrue a carrying charge on the NOLC
regulatory asset or the NOLC regulatory liability.68 Recovery of the regulatory asset would
be contingent on Kentucky Power receiving a PLR from the IRS that affirms Kentucky
Power’s position regarding the NOLC ADIT.®® If the PLR indicates it is a normalization
violation, Kentucky Power will reverse the NOLC regulatory liability and recover the NOLC
regulatory asset, and the NOLC deficient taxes over a three-year period through base
rates established in the first base rate case filed after the private letter ruling from the IRS
is received.’®

The Commission finds that it is reasonable to exclude the NOLC ADIT from rate
base and defer amortization of the NOLC ADIT to a regulatory asset with recovery
contingent on Kentucky Power receiving a PLR that affirms its position regarding the
NOLC ADIT. However, the Commission does have some concerns about the manner in

which Kentucky Power has framed the questions it intends to provide to the IRS when

67 Direct Testimony of Lane Kollen (Kollen Direct Testimony) at 7-16.
68 \West Settlement Testimony, Exhibit BKW-1S at 6.
69 West Settlement Testimony, Exhibit BKW-1S at 6.

0 West Settlement Testimony, Exhibit BKW-1S at 6.
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obtaining its PLR and the manner in which it calculated the extent to which the NOLC
ADIT should be attributed to accelerated depreciation.”* Thus, the Commission will also
require Kentucky Power to file its request for a PLR, including any information and
narrative it intends to provide to the IRS, 30 days before it is submitted to the IRS to allow
Commission Staff to comment on Kentucky Power’s proposed request.

Kentucky Power should also notify the Commission of any opinion received in
response to its request for a PLR and its effect on the NOLC ADIT within 15 days of
receiving the PLR in a post-case filing referencing this case humber. The Commission
will consider any PLR received in future cases along with any other evidence and
arguments but makes no commitment herein to be bound by such evidence or opinion.

Deficient NOLC ADIT

Kentucky Power proposed to include a regulatory asset of $10.300 million in rate
base and capitalization for the NOLC ADIT calculated balance as of December 31, 2017,
when the federal tax rate changed from 35 percent to 21 percent, amortized though March
2023.72

The Attorney General/KIUC recommended removing the NOLC ADIT from rate
base and capitalization because the net operating loss is not recorded on Kentucky

Power’s books and constitutes retroactive ratemaking.”3

" For instance, Kentucky Power appears to have calculated the NOL ADIT attributed to accelerated
depreciation by comparing the cumulative net operating loss carryforward that it contends accrued over a
number of years and the cumulative accelerated depreciation in the same years. However, since net
operating loss carryforwards are typically generated in a given year based on the expenses accrued in that
year, the Commission questions why it would be appropriate to determine the extent to which cumulative
net operating loss carryforwards should be attributable to accelerated depreciation by comparing the
cumulative net operating loss carryforwards to the cumulative accelerated depreciation for a number of
years.

2 Schlessman Direct Testimony at 32.

73 Kollen Direct Testimony at 18.
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In the Settlement, the parties agreed that a return on the NOLC ADIT will be
excluded from the base rate revenue requirement.”* That amount would be deferred as
a regulatory asset until base rates including the stand-alone NOLC are effective in a future
base rate case.” Kentucky Power will not accrue a carrying charge on the NOLC
regulatory asset or the NOLC regulatory liability.”® Recovery of the regulatory asset would
be contingent on Kentucky Power receiving a PLR from the IRS that affirms Kentucky
Power’s position regarding the NOLC ADIT.

The Commission finds that it is reasonable to exclude the NOLC ADIT from rate
base and defer amortization of the NOLC ADIT to a regulatory asset with recovery
contingent on Kentucky Power receiving a PLR that affirms its position regarding the
NOLC ADIT. Thus, the Commission will also require Kentucky Power to file its request
for a PLR, including any information and narrative it intends to provide to the IRS, 30 days
before it is submitted to the IRS to allow Commission Staff to comment on Kentucky
Power’s proposed request. Kentucky Power should also notify the Commission of any
opinion received in response to its request for a PLR and its effect on the NOLC ADIT
within 15 days of receiving the PLR in a post-case filing referencing this case number.

Requlatory Asset ADIT to be Securitized

The Attorney General/KIUC recommended that the Commission reduce rate base

to remove all regulatory asset ADIT amounts related to the Tariff P.P.A., Rockport, and

74 West Settlement Testimony, Exhibit BKW-1S at 6.
75 West Settlement Testimony, Exhibit BKW-1S at 6.

6 West Settlement Testimony, Exhibit BKW-1S at 6.
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storm damage regulatory assets for which Kentucky Power requested securitization,
which results in a reduction of $3.132 million in the revenue requirement.’’

In the Settlement, the parties agreed that the annual ADIT benefit related to the
securitized regulatory assets should flow through the Tariff F.T.C. on an annual basis and
include an over- or under-recovery mechanism.

The Commission finds that the proposal to include the annual actual impact of the
ADIT for these regulatory assets in Tariff F.T.C. is reasonable and should be approved.
This approach will ensure that customers benefit from the associated ADIT in a
reasonable manner over the life of the ADIT.

Sale of Receivables and Cash Working Capital.

In February 2022, Kentucky Power terminated its agreement for the sale of its
receivables in anticipation of a sale to Liberty Utilities Co. (Liberty).”® In part as a result
of this decision, Kentucky Power stated that it calculated 51.49 revenue lag days that
resulted in a total working capital requirement of $7.686 million”® Kentucky Power did not
make adjustments to its lag calculation even though it resumed sale of the accounts
receivable.8 However, when asked to update the calculation, Kentucky Power provided

4.52 revenue lag days.8!

77 Kollen Direct Testimony at 22.

8 Direct Testimony of Brian West (West Direct Testimony) at 31-32; Direct Testimony of Michael
Adams (Adams Direct Testimony) (filed June 29, 2023) at 5.

9 Adams Direct Testimony at 8 and Section V, Exhibit 2 at 63.
80 West Direct Testimony at 32.

81 Kentucky Power’s Response to Attorney General/KIUC's First Request for Information (Attorney
General/KIUC's First Request), Item 22.
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The Attorney General/KIUC stated that, based on a calculation of 4.52 revenue lag
days, the effect was a reduction of $5.053 million in the requested base rate increase,
“consisting of a reduction of $6.728 million due to the reduction in the revenue lag days
offset in part by an increase of $1.675 million for the interest expense on the sale of the
receivables.”? In rebuttal, Kentucky Power stated that the evidence supports a $0.9
million revenue requirement reduction.83 Kentucky Power claimed there were two
significant differences resulting in the discrepancy: (1) the Attorney General/KIUC failed
to appropriately calculate an annual level of factoring expense consistent with Kentucky
Power’s agreement with AEP Credit; and (2) the Attorney General/KIUC failed to reduce
the level of short-term debt in Kentucky Power’s capital structure to reflect the sale of
receivables going forward.®*

In the Settlement, Kentucky Power agreed to the $6.728 million rate base reduction
in cash working capital and agreed to increase the interest expense by $3.072 million to
reflect the sale of accounts receivable proposed by the Attorney General/KIUC and
witness for Kentucky Power, Heather Whitney, which results in a revenue requirement
reduction of $3.656 million.8®

The Commission finds that Kentucky Power should factor in the sale of receivables
to the lead/lag analysis, as a known and measurable adjustment. Based on the record,

the Commission accepts that this would result in 4.52 revenue lag days. The Commission

82 Kollen Direct Testimony at 26.

83 Rebuttal Testimony of Heather Whitney (Whitney Rebuttal Testimony) (filed Nov. 6, 2023) at R3-
R4; Kentucky Power’s Supplemental Response to Staff's First Request, Iltem 48 (filed Sept.28, 2023).

84 Whitney Rebuttal Testimony at R3-R4.

85 West Settlement Testimony, Exhibit BKW-1S at 9.
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accepts the adjustment in the Settlement of a $3.656 million revenue requirement
reduction as known and measurable, and as being reasonable.

Prepaid Pension and OPEB

The Attorney General/KIUC proposed a reduction to the revenue requirement in
the amount of $3.429 million to reduce prepaid pension and prepaid OPEB assets that
were included in Kentucky Power’s rate base calculation.?® The Attorney General/KIUC
argued that Kentucky Power does not finance these assets; therefore, they should not be
included in the calculation of rate base.?” In response, Kentucky Power argued that there
is a cash outlay to finance these assets; therefore, they should be included in the
calculation of rate base.®

In the Settlement, the parties agreed to remove the prepaid pension and OPEB
from rate base, net of ADIT, subject to the exclusion of the credit to current pension
expenses for the prepayment.8°

As noted in at least one previous rate case,’ while the Commission acknowledges
the assertion that there has been cash outlay to finance these prepaid assets, the
Commission finds that a more reasonable method of measuring and recording Kentucky
Power’s pension and OPEB amounts for ratemaking purposes would be to remove the

expenses attributed to these amounts for the test period because it reflects the actual

86 Kollen Direct Testimony at 32—-33.

87 Kollen Direct Testimony at 31.

88 Whitney Rebuttal Testimony at 2.

89 West Settlement Testimony, Exhibit BKW-1S at 7.

% Case No. 2020-00174, Electronic Application of Kentucky Power Company for (1) A General
Adjustment of Its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of Accounting

Practices to Establish Regulatory Assets and Liabilities; (4) Approval of a Certificate of Public Convenience
and Necessity; and (5) All Other Required Approvals and Relief (Ky PSC Jan. 13, 2021), Order.
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amounts expended for pensions and OPEB expenses in the test period, rather than an
expected future liability. As a result of this finding, the Commission finds reasonable a
revenue requirement increase of $0.363 million, as agreed to in the Settlement, which
reflects a decrease of $2.709 million for the removal of the prepaid pension and prepaid
OPEB asset and a corresponding increase of $3.072 million for Kentucky Power’'s
applicable test-year pension and OPEB expenses.

Remove Accounts Payable Balances from Construction Work in Progress (CWIP) in
Rate Base

The Attorney General/KIUC proposed an adjustment to remove accounts payable
balances from CWIP in rate base, which would result in a revenue requirement decrease
of $0.822 million.®* The Attorney General/KIUC argued that the accounts payable
balance reflects vendor financing and should not be included in rate base.®?

Kentucky Power argued that due to the short-term nature of accounts payable,
Kentucky Power will pay the balances before rates are implemented in this case.%

In the Settlement, the parties agreed that accounts payable should be removed
from CWIP in rate base.%

The Commission finds that accounts payable should be removed from CWIP
included in rate base because, while Kentucky Power will have financed the accounts
payable before rates are effective, accounts payable will likely maintain a positive balance

and the amount as of the end of the test year is a reasonable estimate of the vendor

91 Kollen Direct Testimony at 35.
92 Kollen Direct Testimony at 35.
98 Whitney Rebuttal Testimony at 4.

94 West Settlement Testimony, Settlement Exhibit 1, Settlement Revenue Requirement.
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financing provided on an ongoing basis. Therefore, the Commission accepts the
settlement adjustment to remove accounts payable from CWIP included in rate base.

Remove Accounts Payable Balances from Prepayments in Rate Base

The Attorney General/KIUC proposed an adjustment to remove accounts payable
balances from prepayments in rate base, which would result in a revenue requirement
decrease of $0.006 million.®> The Attorney General/KIUC argued that the accounts
payable balance reflects vendor financing and should not be included in rate base.%

Kentucky Power argued that due to the short-term nature of accounts payable,
Kentucky Power will pay the balances before rates are implemented in this case.®’

In the Settlement, the parties agreed that accounts payable should be removed
from prepayments in rate base.®®

The Commission finds that accounts payable should be removed from
prepayments included in rate base because, while Kentucky Power will have financed the
accounts payable before rates are effective, accounts payable will likely maintain a
positive balance and the amount as of the end of the test year is a reasonable estimate
of the vendor financing provided on an ongoing basis. Therefore, the Commission agrees
with the settlement adjustment to remove the prepayments included in rate base.

Tariff F.T.C and CAMT

In its Application, Kentucky Power proposed several changes to Tariff F.T.C. First,

it proposed to change the name of the Federal Tax Cut Tariff to Federal Tax Change

9% Kollen Direct Testimony at 37.
9% Kollen Direct Testimony at 37.
97 Whitney Rebuttal Testimony at 4.

98 West Settlement Testimony, Settlement Exhibit 1, Settlement Revenue Requirement.
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Tariff, as it believed that the name change would better align with and help customers
better understand the various elements included in the tariff.®® Second, Kentucky Power
proposed to remove the amortization and refund of the unprotected accumulated deferred
federal income taxes (ADFIT) because it will be fully amortized and returned to customers
prior to the rates proposed in this case going into effect.1° Third, Kentucky Power
proposed to recover CAMT through Tariff F.T.C. as it will ensure that the amount of taxes
customers pay reflects the actual tax expense incurred.’®® Fourth, Kentucky Power
proposed to file annual updates to Tariff F.T.C. by October 15" of each year to go into
effect with December billing, indicating that this would allow Kentucky Power to include
the actual CAMT amount in the annual update.%?

The Attorney General/KIUC recommended that the Commission deny the name
change as no good reason was given to change the name of the existing tariff.13

The Commission finds that the request for a name change should be denied as
Kentucky Power did not provide substantial evidence that a name change was necessary
for an existing tariff.

The Attorney General/KIUC recommended that the Commission approve
Kentucky Power’s proposal to modify Tariff F.T.C. to reflect the completion of refunds of

unprotected ADFIT.2®* The Commission finds that the proposal to remove the

% Direct Testimony of Lerah Kahn (Kahn Direct Testimony) at 17.
100 Kahn Direct Testimony at 16.

101 Schlessman Direct Testimony at 36.

102 Kahn Direct Testimony at 17.

103 Kollen Direct Testimony at 70.

104 Kollen Direct Testimony at 70.
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amortization and refund of unprotected ADFIT should be approved as those amounts will
be fully amortized and returned to customers prior to the rates proposed in this case going
into effect.

According to Kentucky Power, the CAMT was established for applicable
corporations with adjusted financial statement income (AFSI) above $1 billion. The
Inflation Reduction Act of 2022 (IRA) imposes a tax equal to the excess of 15 percent of
the corporation’s AFSI (tentative minimum tax) for the taxable year over its regular income
tax liability.1%® In its Application, Kentucky Power stated that the IRA changed the
corporate alternative minimum tax after tax year 2022.1% As a result, Kentucky Power
proposed to flow the CAMT through the Tariff F.T.C. to allow recovery for the actual tax
incurred by the company and if it results in a credit, ratepayers would be refunded through
Tariff F.T.C.1%7 The Attorney General/KIUC recommended that the Commission reject
the recovery of CAMT through Tariff F.T.C., as there are fundamental conceptual flaws
in the proposed tariff change.1%®

Kentucky Power proposed to file its annual rate update and corresponding Tariff
by October 15" each year to go into effect with December billing.1%® According to

Kentucky Power, this would enable the company to include the actual CAMT amount in

105 Schlessman Direct Testimony at 36. See also IRC § 55(a)(2).
106 Schlessman Direct Testimony at 36.

107 Schlessman Direct Testimony at 36.

108 Kollen Direct Testimony at 70.

109 Kahn Direct Testimony at 17.
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its annual update.''® The Attorney General/KIUC objected to all changes related to the
CAMT proposals.t!t

In the Settlement, the parties agreed to normalize the CAMT and include the
accrued CAMT deferred tax asset in rate base.'? Kentucky Power will not flow-through
CAMT through Tariff F.T.C. The impact of this adjustment is an increase to the Kentucky
Power’s revenue requirement of $.064 million.13

The Commission finds that this adjustment proposed in the Settlement is
reasonable because the direct flow through would not properly match all components of
income tax expense but a normalized amount is a reasonable approach. As discussed
above, the Commission does not approve the annual updates to the CAMT; however, the
annual updates for ADIT related to the non-decommissioning rider regulatory assets

approved for securitization are reasonable and should be approved.

Operating Income Adjustments

Operating Expenses — Payroll

Kentucky Power admitted to an error in payroll expense that will reduce the

revenue requirement by $0.285 million.''* In the Settlement, parties agreed to reduce

110 Kahn Direct Testimony at 17.

111 Kollen Direct Testimony at 70.

112 West Settlement Testimony at S12.

113 West Settlement Testimony, Exhibit BKW 1S at 8.

114 Kentucky Power's Supplemental Response to the Attorney General/KIUC's First Request (filed
Sept. 29, 2023), Item 31.
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payroll expense for the error.1> The Commission finds that this adjustment is reasonable
and should be accepted.

Incentive Compensation Expense

Kentucky Power proposed an adjustment to remove $0.513 million in incentive
compensation from the test year to reduce Kentucky Power’s Incentive Compensation
Plan (ICP) costs to the target payout for each plan.

The Attorney General/KIUC proposed an adjustment to remove incentive
compensation tied to financial performance from both the ICP and the Long-Term
Incentive Plan (LTIP), which results in a revenue requirement reduction of $4.358
million.116

In the Settlement, the parties agreed to adopt the Attorney General/KIUC's
adjustment.t’

The Commission finds the adjustment in the settlement reasonable and that it
should be accepted. However, the Commission also finds that the LTIP should be
reduced to the target payout for the plan in the same way that Kentucky Power adjusted
the ICP. Therefore, the Commission further reduces the incentive compensation by
$0.194 million.*8

SERP Expense.

115 West Settlement Testimony at S12-S13.
116 Kollen Direct Testimony at 37.
117 West Settlement Testimony, Exhibit BKW 1S at 8.

118 Kentucky Power's Response to Staff's Post-Hearing Request, ltem 27.
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In its application, Kentucky Power included $0.146 million in SERP expense for its
employees and affiliate charges for AEP.11°

The Attorney General/KIUC proposed an adjustment to remove 100 percent of
test-year SERP expenses, which resulted in a revenue requirement reduction of $0.147
million,*?° citing Commission precedent.’?® The Attorney General/KIUC stated that the
Commission’s historical practice of excluding expenses for multiple retirement programs
is of even more crucial importance for SERP because it is available only to highly
compensated executives.'??

In the Settlement, the parties agreed to accept the Attorney General/KIUC's
adjustment.t?3

In Case No. 2017-00179, Kentucky Power's SERP expense was included in the
non-unanimous settlement revenue requirement.*>* In deference to the settlement, the
Commission allowed recovery of the SERP expense. However, in Case No. 2020-00174,
the Commission disallowed the SERP costs when retirement plan expenses offered
exclusively to certain highly compensated employees exceed the cost of pension plans

for all employees because, absent substantial evidence to the contrary, retirement plans

119 Kentucky Power’'s Response to the Attorney General/KIUC's First Request, Item 39.

120 Kollen Direct testimony at 43.

121 Kollen Direct Testimony at 41-42.

122 Kollen Direct Testimony at 43.

123 West Settlement Testimony, Exhibit BKW 1S at 8.

124 Case No. 2017-00179, 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 (Jan. 18, 2018), Order.
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that benefit highly compensated employees without providing a benefit to ratepayers are
the type of costs the Commission finds should not be borne by ratepayers.'?®

The Commission finds that the adjustment in the Settlement should be accepted
because, as noted above, Commission precedent supports the exclusion of the SERP
expense. The Commission reiterates that retirement plans that benefit highly
compensated employees without providing a benefit to ratepayers are the type of costs
the Commission finds should not be borne by ratepayers.

401(k) Matching Expense

Kentucky Power employees are eligible to participate in both a defined benefit
pension plan and receive matching contributions pursuant to a 401(k) retirement plan.
The Attorney General/KIUC proposed an adjustment to remove the 401(k) matching
expense for those employees that also participate in a defined contribution pension plan,
which would reduce the revenue requirement by $1.787 million, based on Commission
precedent.’?® Kentucky Power argued that total compensation is market competitive, and
both retirement plans are necessary to attract and maintain employees.'?’ In the
Settlement, the parties agreed to accept the Attorney General/KIUC's adjustment.'?8

The Commission finds that the Attorney General/KIUC’s adjustment is reasonable
and should be approved. While Kentucky Power argued that its total compensation is

market competitive, the ranking for retirement benefits exceeds that of total

125 Case No. 2020-00174, Jan. 13, 2021 Order.
126 Kollen Direct Testimony at 45.
127 Rebuttal Testimony of Andrew Carlin (Carlin Rebuttal Testimony) at 20—-21.

128 \West Settlement Testimony, Exhibit BKW 1S at 8.
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compensation, suggesting an overly generous retirement package.'?® Additionally, the
benefit study is not specific to Kentucky Power and did not identify the companies in the
peer group.t3°

Property Tax Expense

In its Application, Kentucky Power claimed $21.165 million in property tax expense,
which included a pro forma test year adjustment of $2.587.13! The adjustment results in
a pro forma test year increase of 13.9 percent.!3? The Attorney General/KIUC argued
that a 13.9 percent increase was excessive considering that the actual property tax
expense increases for each year averaged between 1 percent and 3 percent.’33 The
Attorney General/KIUC recommended approving a 2 percent increase over the actual
property tax expense in 2022, resulting in $2.228 million reduction in the revenue
requirement.34

Kentucky Power argued that the actual 2022 assessment was 13 percent higher
than the previous year and Kentucky Power appropriately adjusted the test-year expense

to reflect the most recent assessed value.135

129 Carlin Rebuttal Testimony at 16.

130 Direct Testimony of Andrew Carlin, Exhibit ARC-10.
131 Application, Section V, Exhibit 2 at 50.

132 Kollen Direct Testimony at 46.

133 Kollen Direct Testimony at 46—47.

134 Kollen Direct Testimony at 48—49.

135 Rebuttal Testimony of Linda Schlessman (Schlessman Rebuttal Testimony) at 14.
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In the Settlement, the parties agreed to reduce the amount of property taxes
expense in base rates by $1.114 million, 50 percent of the Attorney General/KIUC’s
recommendation.36

The Commission finds that the Settlement adjustment to accept 50 percent of the
Attorney General/KIUC’s proposed adjustment is a reasonable compromise between the
forecasts and should therefore be accepted. Neither the historical trend nor the
anomalous 2022 assessment should be ignored in setting the appropriate expense.

Remove Amortization of Prior Non FAC Eligible Fuel Costs

Kentucky Power proposed two adjustments related to non FAC eligible fuel costs.
One adjustment normalized the test-year expense and the other included the amortization
of expenses above the base rate amount since Kentucky Power’s 2020 rate case.'®’ The
$1.340 million increase to amortization expense was based on Kentucky Power’s
interpretation of the Commission’s January 18, 2018 Order in Case No, 2017-00179,
which stated,
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.!38
The Attorney General/KIUC argued that Kentucky Power essentially retroactively

requested a regulatory asset for these expenses and that this deferral was not granted in

the prior rate case.'*® This results in a revenue requirement reduction of $1.347 million.

136 West Settlement Testimony at 13 and Exhibit BKW-1S at 8.
137 Application, Section V, Exhibit 2 at 59-60.
138 Kentucky Power’s response to Staff's Second Request, Item 82(b).

139 Kollen Direct Testimony at 51.
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In the Settlement, the parties agreed to accept the Attorney General/KIUC'’s
adjustment.140

The Commission finds that Kentucky Power’s proposed adjustment to amortize the
non FAC eligible fuel costs incurred above the base rate amount since its last rate case
is unreasonable and should be denied. Kentucky Power was not granted deferral
accounting for these expenses and retroactive recovery is not reasonable.

Winter Storm Elliott Expense

In its Application, Kentucky Power did not include $11.52 million in purchase power
expense related to Winter Storm Elliott in its revenue requirement request.’*! In a
separate application, the Commission denied the request to establish a regulatory asset
for the amount and as a result, Kentucky Power could not include the expense in its
request for securitization.'*? As a result, Kentucky Power requested that the Commission
find the expenses were prudently and reasonably incurred and should be recovered in
base rates and any amount not recovered in this rate proceeding be recovered in a future
rate proceeding.1*?

The Attorney General/KIUC objected to Kentucky Power’s request to recover the
Winter Storm Elliott expenses in this case.** The Attorney General/KIUC’s witness noted

that the Commission previously denied Kentucky Power’'s request and asserted that

140 West Settlement Testimony at S14 and Exhibit BKW-1S at 9.

141 West Direct Testimony at 6.

142 West Direct Testimony at 6-7. See also Case No. 2023-00145, Electronic Application of
Kentucky Power Company for an Order Approving Accounting Practices to Establish a Regulatory Asset

Related to the Extraordinary Fuel Charges Incurred by Kentucky Power Company in Connection With
Winter Storm Elliott in December 2022 (Ky. PSC Jun. 23, 2023), Order.

143 West Direct Testimony at 7-8.

144 Kollen Direct Testimony at 55.
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Kentucky Power effectively seeks reconsideration of the Commission’s previous
decision.'® The Attorney General/KIUC’s witness recommended that:

The Commission deny the Company’s request to retroactively

defer the purchased power expense disallowed recovery

through the FAC related to Winter Storm Elliott for the same

reasons | recommend the Commission deny the Company’s

request to retroactively defer other purchased power expense

disallowed recovery through the FAC since the end of the test

year in the prior rate case and given that the Commission

previously denied the Company’s deferral request.146

As part of the Settlement, the parties agreed that Kentucky Power would forego its
request for recovery of the approximately $11.52 million in test year Winter Storm Elliott
PUE expense.%’

Regardless of the Settlement, the Commission finds that any request to recover
the Winter Storm Elliot purchase power expenses in this case and any future rate case
should be denied for several reasons. First and foremost, the Commission disagrees with
Kentucky Power’s reading of the final Order in Case No. 2023-00145. In the final Order,
the Commission noted that “granting the requested deferral would excuse Kentucky
Power’s purposeful lack of action to address the known risk that being ‘capacity short’
represented, and instead shift that risk to consumers...[a]llowing or incenting such
behavior would not result in fair, just or reasonable rates.”**® The Commission noted,

Based on the record, the Commission not only lacks sufficient
evidence to indicate the recovery of the regulatory asset will
be probable, but instead, finds the evidence before it supports
a conclusion that the expenses sought to be deferred were in

fact not prudently incurred. Kentucky Power certainly incurred
the expense, but the evidence before us shows no effort to

145 Kollen Direct Testimony at 54-55.
146 Kollen Direct Testimony at 55.
147 West Settlement Testimony at S14 and Exhibit BKW-1S at 9.

148 Case No. 2023-00145, June 6, 2023 Order at 9.
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mitigate, reduce or otherwise limit the cost of purchased
power during the event.14

The Commission did not find recovery of the purchase power expenses related to
Winter Storm Elliott probable but instead noted that recovery was improbable due to
Kentucky Power’s imprudent actions.**® The Commission stated that the expenses were
incurred because Kentucky Power failed to address a capacity shortfall and explain why
its generation resources were not available.’®> The Commission did not indicate that the
Winter Storm Elliott expenses should or could be recovered in this rate case, especially
in light of the evidence and findings in Case No. 2023-00145. Further, Kentucky Power
has presented no evidence or argument in this case that would justify altering the decision
in the previous in Case No. 2023-00145. The Commission also intends to continue to
investigate the capacity issues in Case No. 2021-00370.%5?

Storm Damage Expense

It appears from the past ten years that major storm events are becoming more
frequent. And yet despite that trend, Kentucky Power proposed to reduce the level of
total distribution major and non-major storm project expense in the test year from $7.3
million to approximately $1.0 million, and maintain the actual test year level of
transmission major and non-major storm project expense of $0.1 million.*>® According to

the testimony, doing so was intended to benefit ratepayers by reducing the revenue

149 Case No. 2023-00145, June 6, 2023 Order at 11.
150 Case No. 2023-00145, June 6, 2023 Order at 11-12.
151 Case No. 2023-00145, June 6, 2023 Order at 13-14.

152 Case No. 2021-00370, Electronic Investigation of the Service, Rates and Facilities of Kentucky
Power Company (Ky. PSC Sept. 15, 2021).

153 Direct Testimony of Cynthia Wiseman (Wiseman Direct Testimony) (filed June 29, 2023) at 20.
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requirement request.’® However, Kentucky Power stated that “it would need to file an
application(s) seeking deferral accounting authority when it had distribution and
transmission major and non-major storm project expense that exceeds the $1.1 million
baseline,”>° the new lower proposed amount in base rates.

The Commission is concerned that Kentucky Power expects to seek regulatory
accounting treatment for storm damage expenses that exceed the $1.1 million included
in base rates. While the Commission has previously looked at the storm damage expense
included in the calculation of base rates, among other things, when determining whether
to allow a utility to book and recover a regulatory asset, the Commission does not believe
that a utility is entitled to a regulatory asset simply because an expense significantly
exceeds amounts included in base rates. That interpretation of when a regulatory asset
should be permitted would allow a utility to create de facto true-ups with carrying charges
by setting an expense low in base rates and receiving a regulatory asset each year for
the difference as Kentucky Power has done with storm damage expense in each of the
last four years. Such de facto true-ups would reduce incentives for utilities to monitor
costs and would likely ultimately result in customers paying more due to carrying charges
and potentially increased expenses.

The Commission notes that Kentucky Power has the ability to propose rate
increases at its discretion and controls the storm damage expense it includes in its
calculation of proposed base rates. The Commission cautions Kentucky Power that
acceptance of its lower normalized test year amount for storm damage expense should

not be construed as an acceptance of Kentucky Power’s premise that customers are

154 West Direct Testimony at 6.

155 West Direct Testimony at 21.
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benefiting from the lower amount. The Commission will examine each application for a
regulatory asset thoroughly to ensure that the costs are reasonable and prudently
incurred, regardless of the amount, and will not find that an expense is extraordinary
simply because it exceeds the test year amount.

PJM LSE OATT Expense

In the previous rate case, the Commission put Kentucky Power on notice that the
PJM LSE OATT expense would be examined in the next rate case although, in the 2020-
00174 case, the Commission allowed recovery at 100 percent the amount requested
through the Tariff P.P.A.*%® The Commission’s concern regarding Kentucky Power’s and
AEP’s activities related to transmission investment, control and ownership in Kentucky
Power’s territory is ongoing and is not remote or inconsequential. In fact, after the rate
case in 2020, the Commission opened a formal investigation into the service, rates, and
facilities of Kentucky Power.1®” The Commission’s concern around wholesale issues, and
namely whether Kentucky Power is looking out for itself as opposed to depending on AEP
and its affiliates for representation and decision-making, goes back to at least the 2017-

00179 rate case.%8

156 Case No. 2020-00174, Jan. 13, 2021 Order at 60 stating, “[lln granting Kentucky Power's
proposal on this issue the Commission is putting the utility on notice that its transmission planning and
investment activities are not sustainable and must be substantively addressed in the near future. Failing to
address the issues that face Kentucky Power’s customers as a result of Kentucky Power’s actions and the
actions of its affiliates, will result in ever-increasing bills that based on recent experience will cause a severe
impact on the tens of thousands of Kentuckians who have, do, and will continue to depend on Kentucky
Power for life-sustaining service.”

157 Case No. 2021-00370, Electronic Investigation of the Service, Rates and Facilities of Kentucky
Power Company (Ky. PSC Sept. 15, 2021).

158 Case No. 2017-00179, Jan. 18, 2018 Order at 74 stating, “[T]he Commission recognizes that
Kentucky Power’s interests may not be aligned with the interests of other AEP operating companies,” and
“[Tlhe Commission strongly encourages Kentucky Power to recognize that is must make a determination
regarding its participation in PIJM that aligns with the interests of Kentucky Power and its ratepayers.” Order
at 54 stating, “Regarding proposed transmission projects at PJM, the Commission expects Kentucky Power
to work through the PJM stakeholder process to protect its customer interests.” Case No. 2021-00481,

-35- Case No. 2023-00159



In its Application, Kentucky Power proposed to recover the PJM LSE OATT
expense through base rates instead of Tariff P.P.A.15° After the hearing in this matter,
Kentucky Power stated that the total annualized 2023 PJM LSE OATT expense was
approximately $136.4 million and is comprised of $122.2 million test-year level of expense
plus an additional $14.2 million expense adjustment.16°

The Attorney General/KIUC supported the recovery of the PJM LSE OATT
expense through base rates instead of Tariff P.P.A. because it is beneficial to the
ratepayers.t®l According to the Attorney General/KIUC, the increase in expenses was
driven by investments in other AEP jurisdictions and base rate recovery would incentivize
AEP to restrain excessive growth.162

In the Settlement, the parties agreed that the PJIM LSE OATT expense should not
be recovered through Tariff P.P.A. going forward.'®® There was not any additional
evidence provided to support this agreement. However, the briefs for several of the
intervening parties mention ongoing transmission allocation issues. Walmart expressed

concern about the increased transmission costs of approximately $50 million in excess of

Electronic Joint Application of American Electric Power Company, Inc, Kentucky Power Company, and
Liberty Utilities Co. for approval of the Transfer and Ownership and Control of Kentucky Power Company
(Ky PSC May, 4, 2022), Order at 50 citing Case No. 2020-00174, Jan. 13, 2021 Order at 63 stating, “As
indicated in the Kentucky Power’'s 2020 rate case, ‘[f]ailure by Kentucky Power to take immediate steps to
materially address [the issues with increasing transmission expenses as a result of investments elsewhere
in the AEP East system] will force the Commission, whether thought [sic] its statutory authority at the retail
level or its advocacy at the wholesale level, to address these concerns itself.”

159 West Direct Testimony at 31. See Wiseman Direct Testimony at 21. Kentucky Power stated
that it did not complete a transmission study as requested by the Commission in the previous rate case to
support its continued recovery of the PJM LSE OATT expense in Tariff P.P.A.

160 Kentucky Power's Response to Staff's Post-Hearing Request, Iltem 13.

161 Kollen Direct Testimony at 61.

162 Kollen Direct Testimony at 61.

163 West Settlement Testimony at S2.
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revenue allocated to Kentucky Power pursuant to the AEP Transmission Agreement.64
Walmart encouraged the Commission to address those issues in either Case No. 2021-
00370 or Case No. 2023-00092.165

The Commission agrees that the PJM LSE OATT expense should be included in
the revenue requirement for base rates instead of being recovered through Tariff P.P.A.
Since permitting recovery of those costs through Tariff P.P.A., two facts have certainly
occurred: Kentucky Power has taken no action to mitigate the allocation of transmission
investments in other states by affiliates, and the costs allocated to Kentucky Power, and
recovered directly from customers, has increased dramatically, with no relief in sight. Due
to the Commission’s concern regarding the impact of recovering PIM LSE OATT
Expense through tariff P.P.A. and Kentucky Power’s failure to address the issues
identified by the Commission, the Commission will accept the test year amount of $122.2
million to be recovered through base rates, but finds that Kentucky Power’s test year
adjustment of $14.2 million is unreasonable. Kentucky Power continually fails to present
evidence that it has taken meaningful, never mind “immediate,” steps to address the
concerns expressed in numerous previous Commission Orders.'%6  Although the
Commission will continue its investigation in Case No. 2021-00370, the Commission,
once again, wants to emphasize that the Commission believes that the corporate

structure of Kentucky Power leads to the conclusion that Kentucky Power and AEP are

164 Walmart's Post-Hearing Brief at 6, citing Hearing Video Transcript (HVT) of the Nov. 28, 2023
Hearing, Cynthia Wiseman testimony at 10:28:55-10:30:35; and Brian West testimony at 15:53:59—
15:54:47 and 16:03:58-16:04:23.

165 Walmart's Post Hearing Brief at 6-7. Case No. 2023-00092, Electronic 2022 Integrated
Resource Planning Report of Kentucky Power Company.

166 See infra. See also, Case No. 2021-00481, May 4, 2022 Order.
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not the same, and do not have aligned interests and priorities. The two entities do not
have the same corporate interests nor do they share an interest in the Kentucky Power
ratepayers. As Kentucky Power has failed to address the issues that contribute to PIJM
LSE OATT Expense, particularly in the manner dictated by the Commission (i.e.,
immediately), Kentucky Power shall only be afforded the test-year amount of that
expense.

Proof of the problem rests in the transmission study that Kentucky Power filed
testimony on as proof of addressing any purported issues. The transmission study was
not undertaken until Kentucky Power realized that the sale to Liberty would not be
finalized.'®” In Kentucky Power's Application, the testimony about the study and
transmission allocation was provided by Joshua Burkholder, an American Electric Power
Service Corporation (AEPSC) Managing Director — Transmission RTO Policy, not a
Kentucky Power employee.'®® The Commission has repeatedly taken an issue with the
fact that, other than the positions of president and COO, AEP and Kentucky Power share
the same executives, including the same CEO, which raises concerns that Kentucky
Power’s specific and unique interests are not being represented in decisions regarding
transmission projects and allocations. However, even Kentucky Power employees seem
determined to elevate AEP shareholder interests over those of Kentucky Power and its
customers. For instance, Kentucky Power’s own Vice President, Regulatory and Finance,
stated that in doing his job, he is looking out for all AEP customers, including those in

West Virginia and Oklahoma, not merely the customers of Kentucky Power, while

167 Wiseman Direct Testimony at 21.

168 Direct Testimony of Joshua Burkholder (Burkholder Direct Testimony) at 1.
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acknowledging he is unaware of whether AEP affiliates in other states are similarly “taking
care” of Kentucky Power customers.169

Total Revenue Requirement

In the Settlement, Kentucky Power and the Settling Intervenors agreed to a base
rate increase of $74.666 million. In intervenor testimony, the Attorney General/KIUC’s
witness proposed a base rate increase of no more than $62.521 million. Including the
cost of capital adjustments discussed below, the Commission finds that an increase in
base rate revenues of $60.032 million, as shown in Appendix B to this Order, will result
in fair, just and reasonable electric rates for Kentucky Power and its ratepayers.

REVENUE ALLOCATION AND RATE DESIGN

Cost of Service Study (COSS)

Kentucky Power filed a fully allocated jurisdictional COSS to determine the cost to
serve each customer as well as the rate of return (ROR) on rate base for each rate class
during the test year.1’® Kentucky Power’'s COSS utilized the 12 coincident peak (12 CP)
method.1’* In its application, Kentucky Power stated that a primary reason for the
requested rate increase is the loss of three large business customers representing a loss
of jobs and loss of load in the area.'’? Kentucky Power argued that its service territory
continues to undergo historic changes in terms of economic decline including a loss of

approximately 2,700 customers.t’® However, Kentucky Power’s residential customers

169 Brian West, Nov. 28, 2023 Hearing transcript at 219—-220.

170 Application, Section I, Volume 1, beginning on PDF page 595.

171 Direct Testimony of Jaclyn N. Cost (Cost Direct Testimony) (filed June 29, 2023) at 9-10.
172 Wiseman Direct Testimony at 5.

173 Wiseman Direct Testimony at 4.
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are responsible for almost half of the proposed operating expenses.1’* The table below
illustrates that in the last three general rate proceedings, there has been a shift of the

operating expenses to the residential class.

Total Operating

Rate Case Expense Residential Class Percentage
2017-00179175 $523,190,005 $241,412,671 46.4%
2020-00174176 $499,531,792 $251,534,326 50.4%
2023-00159177 $528,896,260 $255,788,218 48.4%

In the COSS, distribution plant accounts 360, 361, 362, and 363 were classified
strictly as demand related and allocated to the distribution customer classes based on
contributions to the average 12 CP demand during the test year.1’® Kentucky Power
utilized the zero-intercept study to classify poles, overhead/underground conductors, and
transformers (Accounts 364 through 368) as demand and customer related, which was

then further split into primary and secondary voltage functions.1”®

174 West Settlement Testimony at 12. CCOS_and_Revenue_Allocation_-_Settlement.xlsx, Column
4390.

175 Case No. 2017-00179, 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 (Ky. PSC June 28, 2017), Direct Testimony of Douglas R. Buck, Exhibit DRB-1, at 10 of 29.

176 Case No. 2020-00174, Electronic Application of Kentucky Power Company for (1) a General
Adjustment of its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of Accounting
Practices to Establish Regulatory Assets and Liabilities; (4) Approval of a Certificate of Public Convenience
and Necessity; and (5) All Other Required Approvals and Relief, (Ky PSC June 29, 2020), Direct Testimony
of Jason M. Stegall, Exhibit IMS-1, at 10 of 30.

177 West Settlement Testimony at 12. CCOS_and_Revenue_Allocation_-_Settlement.xIsx, Column
4390.

178 Cost Direct Testimony at 10.

179 Cost Direct Testimony at 11.
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The Commission recognizes that a COSS is used as a guide only in allocating the
proposed revenue increase and to set rates. However, the Commission notes with
concern that the residential class is absorbing almost half of the proposed operating
expenses in the COSS. As illustrated above, Kentucky Power decreased its total
operating expenses in 2020 by $23,658,213 million but is proposing to drastically increase
its operating expenses by $29,364,468 million in this case. The Commission notes it is
apparent that Kentucky Power has not continued its effort in implementing cost saving
measures as reflected in its operating expenses. The Commission acknowledges that
costs, generally, are continuing to increase and expects Kentucky Power to find cost
savings measures to limit future rate impacts to its residential customers.

The Commission accepts Kentucky Power’s proposal to use the 12 CP method as
a guide to determining revenue allocation. The Commission does have concerns about
the demand/customer expense allocations for the distribution plant classifications. For
overhead conductors (Account 365), Kentucky Power relied on an allocation factor of
82.56 percent customer related and 17.44 percent demand related. For underground
lines (Account 367), Kentucky Power relied on an allocation factor of 67.86 percent
customer related and 32.14 percent demand related. The Commission notes that these
are extremely high percentages of operating expenses being allocated as customer
related, and the Commission will evaluate the appropriateness of the equipment and
values used in the various regression analyses in Kentucky Powers next rate case.

Revenue Allocation and Rate Design

Although the current rate design illustrates some apparent interclass subsidies, the

proposed revenue increase is allocated to each class based upon their contribution to

-41- Case No. 2023-00159



rate base without reducing the existing inter-class subsidies.*®® Kentucky Power argued
that the residential class is currently receiving a $31.9 million subsidy paid by the other
customer classes and that if the Commission were to approve a lower base rate revenue
increase than it has proposed, then it would be in favor of removing as much of the
existing inter-class subsidy as reasonable.'!

The proposed increase in Kentucky Power’s initial application are as follows:

Class Proposed Increase Percent Increase Current ROR Proposed ROR
Rate RS $ 54,921,976 24.14% 0.75% 4.66%
Rate GS $ 13,761,544 17.25% 6.44% 10.35%
Rate LGS $ 6,426,370 12.06% 12.19% 16.10%
Rate IGS $ 17,067,553 12.87% 3.42% 7.33%
Rate MW $ 18,624 11.14% 15.14% 19.05%
Rate OL $ 1,520,894 19.44% 9.09% 13.00%
Rate SL $ 218,765 14.75% 14.10% 18.01%
Total $ 93,935,726 18.69% 3.02% 6.93%

The Attorney General/KIUC recommended that Kentucky Power should maintain
the current level subsidies paid by industrial customers taking service on Rate I.G.S. and
mitigate the increase to the residential class.'® Walmart did not object to this proposed
allocation but argued that if the Commission ultimately approves a revenue requirement
less than that proposed by Kentucky Power, the reduction in the revenue requirement
increase should be allocated in a manner that reduces the current $31.9 million

subsidiary.83

180 Direct Testimony of Michael M. Spaeth (Spaeth Direct Testimony) at 9.
181 Spaeth Direct Testimony at 9. See also Cost Direct Testimony, Exhibit INC-2 at 3.
182 Direct Testimony of Stephen Baron at 7.

183 Direct Testimony of Lisa Perry (Perry Direct Testimony) (filed Oct. 2, 2023) at 12.
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In the Settlement, the parties settled on an updated revenue requirement of

$74,666,028.1%* This resulted in the following revenue allocation:*8®

Class Proposed Increase Percent Increase Current ROR Proposed ROR
Rate RS $ 37,165,633 16.33% 0.85% 3.78%
Rate GS $ 13,203,326 16.55% 7.15% 11.29%
Rate LGS $ 8,816,936 16.55% 13.58% 19.54%
Rate IGS $ 13,912,289 10.49% 3.95% 7.52%
Rate MW $ 27,675 16.55% 16.68% 23.06%
Rate OL $ 1,294,748 16.55% 9.79% 13.37%
Rate SL $ 245,421 16.55% 15.15% 19.87%
Total $ 74,666,028 14.85% 3.39% 6.83%

The Commission gives substantial weight to the evidence from the COSS that

indicates other classes are earning considerably more than the residential class relative

to their cost of service. In Kentucky Power’s previous rate case and in this rate case, the

Commission expressed its concern about the demand/customer expense allocations for

the distribution plant classifications.1® However, the Commission is concerned about the

continued rising costs that the residential class is being allocated, and the ability of

residential customers to shoulder greater costs, particularly without it further burdening

the wider economy in the region.

The impact to residential customers in the record is excessive and disturbing. The

number of comments the Commission received and the turnout at the public meetings

was significant. In fact, two counties passed resolutions decrying a Kentucky Power rate

184 West Settlement Testimony at 2.

185 \West Settlement Testimony, Exhibit 3 at 1.

186 Case No. 2020-00174, Electronic Application of Kentucky Power Company for (1) a General
Adjustment of its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of Accounting
Practices to Establish Regulatory Assets and Liabilities; (4) Approval of a Certificate of Public Convenience
and Necessity; and (5) All Other Required Approvals and Relief, (Ky PSC Jan. 13, 2020), Order at 56.
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increase.®” Other public comments were all of a similar nature, that a typical residential
customer of Kentucky Power cannot afford another rate increase. Eleven of the highest
unemployment rates in the Commonwealth of Kentucky fall within the Kentucky Power
territory.'88 According to Kentucky Power, the labor force participation rate is 42 percent
in Kentucky Power’s service territory compared to the US average of 63 percent.'®® The
“unemployment rate and low labor participation rate drags down the average household
income in the territory to $40,000 compared to $70,000 nationally and creates a situation
where 27 percent of the residents live in poverty (12 percent is the US average)”.1*°
Between 2008 and 2022, Kentucky Power’s service territory lost 39,350 people.'®* The
Commission recognizes these facts in this Order, and considers them in determining the
allocation of its further adjustments to the revenue requirement as compared to the
Settlement.

Therefore, the Commission will remove the additional revenue adjustments from
the residential class and allocate the Commission-approved revenue increase based
upon each class’s contribution to rate base without any reduction to the interclass
subsidies especially given the economic conditions in Kentucky Power’s service territory.

Allocating the Commission’s revenue increase results in the following class increases:

Class Commission Increase Percent Increase
Rate RS $ 22,531,424 9.90%
Rate GS $ 13,203,326 16.55%

187 |etcher County Fiscal Court Public Comment (filed Nov. 28, 2023); Pike County Fiscal Court
(filed Aug. 1, 2023).

188 Direct Testimony of Amanda Clark (Clark Direct Testimony) (filed June 29, 2023) at 4-5.
189 Clark Direct Testimony at 5.
190 Clark Direct Testimony at 5.

191 Clark Direct Testimony at 5 stating, “that total is more than the population of Greenup County.
It is also more than the populations of Owsley, Elliott, Leslie, and Martin counties combined.”
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Rate LGS $ 8,816,936 16.55%

Rate IGS $ 13,912,289 10.49%

Rate MW $ 27,675 16.55%

RateOL $ 1,294,748 16.55%

Rate SL $ 245,421 16.55%
$

Total 60,096,031 11.96%

Customer Charge

In its application, Kentucky Power proposed an increase in the residential
customer charge from $17.50 to $20.00, but explained that the COSS supports a $51
customer charge.®? Kentucky Power argued that because the residential class does not
include a separate demand charge, the majority of fixed distribution costs are recovered
through the energy charge, or, at a minimum, a larger portion should be recovered in the
basic service charge since they do not vary with usage and are instead solely the costs
associated with connecting a customer to the distribution system and maintaining that
connection.'®®  Additionally, Kentucky Power maintained that the proposed $2.50
increase in the basic service charge will reduce the existing intra-class subsidy by shifting
$3.9 million to a fixed recovery, which supports the principle of gradualism.%4

In establishing customer charges, the Commission uses the filed COSS as a guide
and has generally supported a movement towards cost-based rates in a measured and
reasonable manner and also supports the ratemaking principle of gradualism. Therefore,
the Commission finds that the proposed $20.00 customer charge to be reasonable.

Utilizing the Commission’s revenue increase, for a residential customer with an average

192 Spaeth Direct Testimony at 10.
193 Spaeth Direct Testimony at 11.

194 Spaeth Direct Testimony at 11.
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monthly usage of 1,200 kWh, the average bill increases $8.32, or 5.66 percent, from

$147.09 to $155.41.

Effective Date and Refund

On January 12, 2024, Kentucky Power made a filing in which it purported to provide
the Commission notice pursuant to KRS 278.190(2) of its intent to place proposed rates
into effect, subject to refund, on or after January 15, 2024. However, Kentucky Power’s
notice did not indicate that it intended to place the rates that it proposed in its application
into effect, but rather, indicated its intent to implement rates consistent with those agreed
to in the Settlement. As the Commission noted in its January 16, 2024 Order, that notice
was deficient pursuant to KRS 278.190(2) such that Kentucky Power had not satisfied the
condition precedent necessary for it to place its proposed rates into effect subject to
refund.

On January 16, 2024, Kentucky Power filed an updated Notice of Intent to
Implement Rates and stated that it intended to implement rates as set out in its Application
pending final resolution of this matter. Kentucky Power's January 16, 2024 notice
satisfied the conditions in KRS 278.190(2) necessary for Kentucky Power to place its
rates into effect subject to refund pending the final order in this case. However, the rates
determined to be reasonable and approved herein are different and lower than those
proposed by Kentucky Power in its Application. Thus, the Commission finds that the rates
approved herein should be effective for service rendered on or after January 16, 2024,

and that Kentucky Power should refund to its customers all amounts collected in excess
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of the rates approved herein for service rendered on or after January 16, 2024, through

the date of entry of this Order.

RATE OF RETURN

Capital Structure

In the Application, Kentucky Power proposed an adjusted test-year-end capital
structure consisting of 53.10 percent long-term debt at 4.91 percent; 5.28 percent short-
term debt at 3.73 percent; and 41.62 percent common equity at a return of 9.90 percent.19
Kentucky Power stated that it stopped selling its accounts receivables in February 2022
in anticipation of the proposed sale to Liberty, but that Kentucky Power resumed accounts
receivable financing in mid-July 2023.1% For the short-term debt component, the balance
at the end of the test year was approximately $113,624,552. However, this balance was
reduced by $16,521,461 million due to the Mitchell Coal Stock Adjustment being allocated
strictly to short-term debt.

The Attorney General/KIUC asserted that Kentucky Power does not finance long-
term coal inventories solely with short-term debt and any disallowance of the Mitchell Coal
inventories should not be assumed to be financed solely with lower-cost short-term debt
and not any long-term debt or common equity.'®” The Attorney General/KIUC argued
that Kentucky Power has provided no evidence that it finances coal inventories solely with

short-term debt and recommended that the Mitchell Coal Stock Adjustment be allocated

195 Direct Testimony of Franz D. Messner (Messner Direct Testimony) at 4.
19 West Direct Testimony at 31.

197 Kollen Direct Testimony at 57.
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proportionately across the capital structure rather than allocating it solely to short-term
debt.1%8

Kentucky Power argued against the Attorney General/KIUC'’s assertion that the
allocation of the adjustment to reduce the Mitchell Coal Stock Inventories to a target level,
solely to short-term debt is not unreasonable because it is reasonable to presume that
variation of Kentucky Power’s actual coal inventory balance from its target coal inventory
balance is short-term in nature.'®® Kentucky Power agreed that the target coal inventory
level, unlike the variance, is long-term in nature and is financed based on Kentucky
Power’s overall capital structure.?®

In the Settlement, Kentucky Power provided an updated capitalization that
allocated the Mitchell Coal Stock Adjustment across the capital structure rather than
allocating it solely to short-term debt.?°* The proposed capital structure from the

Settlement is illustrated below:

Cost Weighted Weighted

Type of Capital Amount Ratios Rate Cost Rate Average
Cost

Long-Term Debt $953,708,560 52.62% 4.91% 2.58% 2.59%
Short-Term Debt $111,251,046 6.14% 3.73% 0.23% 0.23%
Common Equity $747,579,969 41.25% 9.75% 4.02% 5.39%
Total $1,812,539,574 100% 6.83% 8.21%

198 Kollen Direct Testimony at 58.
199 Whitney Rebuttal Testimony at 39.
200 Whitney Rebuttal Testimony at 39.

201 \West Settlement Testimony at 9.
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The Commission notes that in Case No. 2017-00179,2°2 Kentucky Power
conformed to the Commission’s previous findings in Case No. 2014-003962°¢ and the
proposed capital structure included an allocation of the Mitchell coal stock first to short-
term debt until the balance reached zero, and then the remaining balance was applied
proportionally between long-term debt and common equity. In the 2017 proceeding,
although the Commission made other adjustments to the short-term debt, the proposed
allocation of the Mitchell coal stock was not altered. In Case No. 2020-001742%4, the
Commission found the proposed allocation to be reasonable but encouraged Kentucky
Power to provide support that coal purchases are primarily financed through short-term
debt in its next base rate case. When asked about its short-term debt, Kentucky Power
explained that it utilizes the AEP System Money Pool to meet the working capital needs
of AEP System Money Pool members, which includes Kentucky Power.?%> The AEP
System Money Pool is a short-term funding mechanism that borrows large sums of money
through the issuance of short-term commercial paper and is driven by the cash needs of

Kentucky Power and its cash surplus/deficit at that time. Kentucky Power explained that

202 Case No. 2017-00179, 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 (Ky. PSC Jan. 18, 2018), Order.

203 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), Order.

204 Case No. 2020-00174, Electronic Application of Kentucky Power Company for (1) a General
Adjustment of Its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of Accounting
Practices to Establish Regulatory Assets and Liabilities; (4) Approval of a Certificate of Public Convenience
and Necessity; and (5) All Other Required Approvals and Relief (Ky. PSC Jan. 13, 2021) Order at 38.

205 Kentucky Power’s Response to Staff's Second Request, Item 64.
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the variation of its actual coal inventory balance from its target coal inventory balance is
a component of its working capital and as such is initially financed with short term debt.2%6

While the Commission acknowledges that Kentucky Power provided sufficient
evidence that it finances coal purchases through short-term debt, the Commission finds
that the debt rates, capital structure, and proposed allocation from the settlement to be
reasonable and should be approved. In addition, the Commission will closely monitor
Kentucky Power’s proposed increased capital spending over the next few years. The
Commission notes that Kentucky Power has control over its capital spending and is able
to improve its funds from operations to debt credit metric, in part by adjusting its capital
spending and debt levels. Additionally, Kentucky Power stated that a downgrade in its
investment rating results in an increase in its borrowing costs which may negatively
impact customers.?” The Commission expects Kentucky Power to find cost-effective
measures to improve its current credit rating of Baa3 and corporate credit rating of BBB
while keeping its capital structure reasonably balanced so that it does not over burden its
ratepayers to the benefit of shareholders, but that Kentucky Power would nevertheless
have the ability to reasonably attract capital.

Remarketing of Bonds

In Case No. 2013-00410,2°¢ the Commission approved Kentucky Power’s request
to issue notes and other evidences of indebtedness in the aggregate amount of $265

million, including $65 million in West Virginia Economic Development Authority (WVEDA)

206 Kentucky Power’'s Response to Staff's Second Request, Item 64.

207 Rebuttal Testimony of Steven Fetter at 5.

208 Case No. 2013-00410, Application of Kentucky Power Company for Authority Pursuant to KRS
278.300 To Issue and Sell Promissory Notes of One Or More Series, to Enter into Loan Agreements, and

for Other Authorizations in Connection with the Refunding of Liabilities Assumed by the Company in
Connection with the Mitchell Transfer (Ky. PSC Mar. 25, 2014), Order.
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bonds. The terms of the WVEDA bonds would be established upon sale of the bonds.?%°
However, as mentioned in the final Order, Kentucky Power pointed out that the net effect
of the debt issuances will be reflected in the determination of revenue requirements in
future rate proceedings in which all factors affecting rates will be taken into account
according to law.?10

Kentucky Power explained that the interest rate on the WVEDA, Series 2014A
Pollution Control Bond has been reset in several subsequent remarketings, specifically
on June 26, 2017 with a 2.00 percent interest rate, June 19, 2020 with a 2.35 percent
interest rate, and on June 13, 2023 with a 4.70 percent interest rate.?** Kentucky Power
stated that it anticipates that in June 2026, the WVEDA bond will be remarketed again,
likely for another 3-year term but that remarketing terms can vary up to 7 years.?'?
Additionally, Kentucky Power argued that Commission approval is not required for
remarketing because a remarketing is not an issuance of new indebtedness but rather, a
remarketing only resets the interest rate for an existing indebtedness.?*2 The Commission
notes Kentucky Power has demonstrated that for the past three remarketings, the interest
rate and expenses have only increased. While Kentucky Power argued that it does not
need Commission approval for a remarketing, the Commission has the authority to

determine if an expense is incurred in an appropriate and prudent manner.

209 Case No. 2013-00410, Order (Ky. PSC Mar. 25, 2014) at 8.
210 Case No. 2013-00410, Order (Ky. PSC Mar. 25, 2014) at 8.

211 Kentucky Power’s Response to Staff's Third Request, Item 2 and Kentucky Power’'s Response
to Staff’s Sixth Request, Item 4.

212 Kentucky Power's Response to Staff's Third Request, ltem 2.

213 Kentucky Power’'s Response to Staff's Third Request, ltem 2.
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The Commission notes that Kentucky Power did not provide sufficient evidence or
testimony that it has been necessary to remarket these bonds every 3 years. The
Commission explicitly asked Kentucky Power to cite to the order language where the
Commission granted it authority to remarket the bonds in Case No. 2013-00410,%%4 and
Kentucky Power did not provide any explanation as to where the Commission granted the
authority to do so0.?’®> At the hearing in this matter, Kentucky Power witness Franz
Messner stated that remarketing of the bonds was required.?'® However, when asked
who makes the determination as to whether to remarket the bonds, witness Messner
stated that he was the sole decision maker.?!” Considering the financial state of Kentucky
Power, the Commission notes that policy, especially given that it solely involves an AEP
employee, seems ill advised.

Additionally, in Case No. 2013-00410, the Commission ordered Kentucky Power
to file the issuance of each series of the promissory notes and new WVEDA bonds, file a
verified statement with the Commission disclosing the date or dates of issuance, the price
paid, the interest rate, the purchasers, and an estimate of all fees and expenses including
underwriting discounts or commissions or other compensation paid by Kentucky Power
in connection with the issuance and distribution of the indebtedness, and that it should
also include an explanation of the chosen terms of the indebtedness, including the use of

fixed or variable interest rates, and why the terms were considered most advantageous

214 Case No. 2013-00410, Application of Kentucky Power Company for Authority Pursuant to KRS
278.300 to Issue and Sell Promissory Notes of One or More Series, to Enter into Loan Agreements, and
for Other Authorizations in Connection with the Refunding of Liabilities Assumed by the Company in
Connection With the Mitchell Transfer (Ky. PSC Mar. 25, 2014), Order.

215 See Kentucky Power’'s Response to Staff's Sixth Request, Item 4.

216 HVT of Nov. 30, 2023 Hearing, Franz Messner testimony at 18:45:30—-18:45:45.

217 HVT of Nov. 30, 2023 Hearing, Franz Messner testimony at 18:45:50-18:46:00.
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in both the short- and long-term at the time of the issuance of the indebtedness.?*® In the
post-case filing report, Kentucky Power did not provide a narrative explanation as to why
the terms were advantageous or details regarding the choice of a variable interest rate or
a subsequent commitment to remarket the bonds.?*® Further, Kentucky Power did not
include information explicitly stating that remarketing would be required nor was it implicit
in the post-case filing.?%°

Therefore, the Commission finds that the expenses associated with remarketing
the WVEDA bonds were not prudently and appropriately incurred, and the expense
should be removed from cost of long-term debt. This results in a revenue requirement
reduction of $0.161 million.??* Additionally, the Commission expects Kentucky Power to
provide sufficient evidence in its next base rate case as to whether the remarketing is
necessary for the period chosen and is incurred in an appropriate and prudent manner.
The Commission recommends that Kentucky Power evaluate who is involved in the
decision-making in refinancing or remarketing decisions.
ROE

In the Application, Kentucky Power proposed an ROE using the discounted cash
flow model (DCF), the capital asset pricing model (CAPM), the empirical CAPM (ECAPM),

risk premium model (RPM) and an equity risk premium approach based on allowed

218 Case No. 2013-00410, Application of Kentucky Power Company for Authority Pursuant to KRS
278.300 to Issue and Sell Promissory Notes of One Or More Series, To Enter into Loan Agreements, and
for Other Authorizations in Connection with The Refunding of Liabilities Assumed by the Company in
Connection with the Mitchell Transfer (Ky. PSC Mar. 25, 2014), Order at 9 and 12.

219 Case No. 2013-00410, Kentucky Power’s Issuance of Evidences of Indebtedness (filed May 29,
2015).

220 Case No. 2013-00410, Kentucky Power’s Issuance of Evidences of Indebtedness (filed May 29,
2015).

221 Kentucky Power’s Response to Staff's Post-Hearing Request, Item 31, and Application, Section
V, Schedule 3, Workpaper S-3 at 1.
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ROEs. Kentucky Power also calculated an ROE estimate for non-utility companies for
use as a comparative benchmark. After adjusting for flotation costs, company size and
removing high and low extremes for several model results, Kentucky Power proposed an
ROE of 10.60 percent with a range of 10.10 percent to 11.10 percent.??? Kentucky Power
explained that although a 10.60 percent ROE is warranted, Kentucky Power requested
an ROE of 9.90 percent as a way to mitigate and offset the proposed rate increase.??

The table below summarizes the range ROE estimates:??*

Method Average
DCF
Value Line 9.2%
IBES 10.2%
Zacks 9.5%
Internal br+sv 9.2%
CAPM 11.1%
ECAPM 11.4%
Utility Risk Premium 10.6%
Expected Earnings 11.2%
ROE Recommendation
Cost of Equity 10.0% -- 11.0%
Flotation Cost Adjustment
Electric Group Dividend Yield 3.84%
Flotation Cost Expense Factor 2.56%
Flotation Cost Adjustment 0.10%
Recommended ROE Range
Range 10.1% -- 11.1%
Midpoint 10.6%

Kentucky Power argued the requested 9.90 percent ROE significantly understates
investors’ required return but represents a reasonable compromise between balancing
the impact on customers and investor returns.??®> Kentucky Power notes that because

Kentucky Power’s requested ROE of 9.90 percent already understates investor’s return,

222 Direct Testimony of Adrian M. McKenzie (McKenzie Direct Testimony) at 9.
223 \Wiseman Direct Testimony at 21.
224 McKenzie Direct Testimony, Exhibit AMM-2.

225 McKenzie Direct Testimony at 4.
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it should not be further reduced for purposes of single-issue cost recovery mechanisms,
such as the Environmental Surcharge or Decommissioning Rider.?26

The Attorney General/KIUC, and the Joint Intervenors proposed different ROEs.
The Attorney General/KIUC used the DCF and CAPM models. The Attorney
General/KIUC stated the range of reasonableness from the DCF model is 8.86 percent
to 9.83 percent and the range of reasonableness from the CAPM analyses is 8.72 percent
to 10.0 percent.??’ The Attorney General/KIUC recommended an ROE of 9.70 percent.?28
The Attorney General/KIUC argued that Kentucky Power's 9.90 percent ROE would
inflate its revenue requirements and contribute to an unnecessary additional rate increase
for ratepayers.??°

For the DCF analysis, the Attorney General/KIUC used Kentucky Power’s proxy
group of 18 companies and then updated the proxy group due to certain companies not
being comparable with Kentucky Power.?%0 Using updated proxy group information, the
Attorney General/KIUC employed the average dividend yield and earnings growth rates
and calculated DCF estimates using two methods.?3! The first method applied average

growth rates and the second method, median growth rates.?3? Average growth rate ROE

226 McKenzie Direct Testimony at 4.

227 Direct Testimony of Richard A. Baudino (Baudino Direct Testimony) at 3.
228 Baudino Direct Testimony at 3.

229 Baudino Direct Testimony at 3.

230 Baudino Direct Testimony at 16.

231 Baudino Direct Testimony at 17.

232 Baudino Direct Testimony at 20-21.
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estimates ranged from 8.04 to 9.76 percent and median growth rate ROE estimates

ranged from 7.84 to 9.83 percent, with averages of 9.35 and 9.42, respectively.?33

For the CAPM estimates, the Attorney General/KIUC employed three approaches:

a forward-looking expected return on the market; historical market risk premiums (MRP)

based on actual stock and bond returns; and public sources that estimate current investor

required MRP.234 When determining the risk-free rate, the Attorney General/KIUC utilized

two different rates: a six-month average of the 30-year Treasury bond yields from March

through August 2023; and a steady increase in long-term bond yields using a 4.30 percent

risk-free rate from July to August 2023.23> The following table summarizes the Attorney

General/KIUC's analytical results:?%6

Method
DCF
Average Growth Rates
High
Low
Average
Median Growth Rates
High
Low
Average
CAPM
Forward-looking Market Return
Historical Risk Premium
Arithmetic Mean
Supply side MRP
Supply side less WWII Bias
Kroll MRP
Damodaran MRP

233 Baudino Direct Testimony at 21.
234 Baudino Direct Testimony at 25.
235 Baudino Direct Testimony at 29.

236 Baudino Direct Testimony at 31.
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Average

9.76%
9.24%
9.42%

9.83%
8.86%
9.35%

13.90%

10.81%
10.12%
9.22%
9.34%
8.72%
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The Attorney General/KIUC argued that the Commission should adopt an ROE
range of 8.70 percent to 10.00 percent for Kentucky Power because it is consistent with
the DCF results and is within the CAPM estimate range.2%’

The Attorney General/KIUC argued that Kentucky Power provided no evidence
that investors favor the ECAPM over the standard CAPM.238 Additionally, the Attorney
General/KIUC argued that the market return portion of the CAPM should represent a
comprehensive estimate of the total return for all investments, not just a small subset of
publicly traded stocks that pay dividends.?*°

The Joint Intervenors recommended that Kentucky Power’s current Commission
approved ROE of 9.30 percent is reasonable after adjustments to the DCF, CAPM and
ECAPM models.?*® The Joint Intervenors argued that Kentucky Power’s proposed 9.90
percent ROE overstates the cost of equity and that there were several issues with
Kentucky Power's ROE calculations.?*? The Joint Intervenors argued that Kentucky
Power’s DCF calculation relied too heavily on retained earnings and that the averaged
projected earnings from Value Line, IBES, and Zacks would result in a 9.60 percent
yield.?*> The 9.60 average yield with the internal growth result would in a 9.40 percent

yield, which the Joint Intervenors noted is only 0.10 percent above the current allowable

237 Baudino Direct Testimony at 35.
238 Baudino Direct Testimony at 35.
239 Baudino Direct Testimony at 36.

240 Direct Testimony of Tyler Comings on Behalf of Joint Intervenors (filed Oct. 2, 2023) (Comings
Direct Testimony) at 17.

241 Comings Direct Testimony at 17.

242 Comings Direct Testimony at 19.
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ROE of Kentucky Power.?*3 The Joint Intervenors utilized the external growth rate of
historical and projected average growth rates for dividends, earnings and book value for
Kentucky Power’s proxy group as opposed to only the projected earnings.?** The Joint
Intervenors also weighed both the historical and projected rates equally and the
dividends, earnings and book value metrics equally which resulted in a 9.10 percent
ROE.?%

Regarding the CAPM and ECAPM models, the Joint Intervenors noted that these
models were not a reasonable estimate of the cost of equity since they relied solely on
historical data.?*¢ The historical data included awarded ROEs from utility commissions
which tend to overstate the cost of equity.?4” The Joint Intervenors argued that Kentucky
Power overestimated the risk premium of 7.80 percent, and that it relied on the projected
earnings from Value Line, IBES and Zacks to estimate the equity risk premium.?*® The
Joint Intervenors argued that, when calculating the CAPM or ECAPM value, the risk-free
rate and the risk premium must be based on the same bond maturity.?4® The Joint
Intervenors explained that it used two different methods to calculate the CAPM and
ECAPM values. The first method utilized the average historical premium on 10-year
bonds, along with the current 10-year risk-free rate and the second method utilized Kroll's

recommendation of the 5.50 percent risk premium on 20-year bonds, along with the

243 Comings Direct Testimony at 19.
244 Comings Direct Testimony at 21.
245 Comings Direct Testimony at 21.
246 Comings Direct Testimony at 25.
247 Comings Direct Testimony at 25.
248 Comings Direct Testimony at 23.

249 Comings Direct Testimony at 23.
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current 20-year risk-free rate.?>® Additionally, the Joint Intervenors rejected the expected
earnings test and noted that the Federal Energy Regulatory Commission (FERC) has
rejected the use of the expected earnings test.?> The following table summarizes the

Joint Intervenors results and recommended 9.30 percent ROE:25?

Method Average
DCF internal growth 9.2%
DCF external growth 9.1%
CAPM 9.0%
ECAPM 9.1%

Kentucky Power disagreed with the Attorney General/KIUC's and the Joint
Intervenor's ROE.2%3 Kentucky Power noted that, overall, the intervenors criticisms of the
size adjustment, market return calculation, expected earnings approach and non-utility
DCF analysis are without merit and the ROE recommendations from the intervenors fall
below a fair and reasonable level for Kentucky Power’s utility operations.?%*

In the Settlement, the parties agreed upon a ROE of 9.75 percent to base rates
and a ROE of 9.65 percent applicable to the equity component of Kentucky Power’s
riders.?®®> Kentucky Power stressed the importance of a fair and reasonable ROE for the
health and assistance in providing adequate service for Kentucky Power and the ROE

agreed to in the Settlement provides this fair and reasonable return.2¢

250 Comings Direct Testimony at 24.
251 Comings Direct Testimony at 26.
252 Comings Direct Testimony at 26.

253 Rebuttal Testimony of Adrian M. McKenzie (McKenzie Rebuttal Testimony) (filed Nov. 6, 2023)
at 2-3.

254 McKenzie Rebuttal Testimony at 3.
255 \West Settlement Testimony at S9.

256 \West Settlement Testimony at S9.
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The Commission notes that, in recent cases,?®’ the Commission has found it is
appropriate for utilities to present, and for the Commission to evaluate, multiple
methodologies to determine the ROE because each approach has its own strengths. As
demonstrated in this proceeding, there is considerable variation in both data and
application within each modeling approach, the result of which leads to a wide range of
conclusions. The Commission’s responsibility is to conduct a balanced analysis of all
presented models while giving weight to current economic conditions and trends. The
Commission reiterates that it continues to reject the use of flotation cost adjustments,
financial risk adjustments, and explicit size adjustments in the ROE analyses considering
a business risk or size adjustment has not been approved in the past.

The Commission acknowledges the unique struggles of Eastern Kentucky and that
the ongoing decline of both population and capital investment are contributing factors in
Kentucky Power's inability to achieve its authorized ROE.?®®  Furthermore, the
Commission recognizes the need for adequate cost recovery and cash flow that will allow
Kentucky Power to effectively invest in and manage its operations. However, as
discussed in the DRR analysis later in this Order, in addition to simply raising rates,

Kentucky Power could have structured its case differently to increase the likelihood of

257 See Case No. 2020-00174, Electronic Application of Kentucky Power Company for (1) a General
Adjustment of its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of Accounting
Practices to Establish Regulatory Assets and Liabilities; (4) Approval of a Certificate of Public Convenience
and Necessity; and (5) All Other Required Approvals and Relief, (Ky PSC Jan. 13, 2021); Case No. 2020-
00350, Electronic Application of Louisville Gas and Electric Company for an Adjustment of its Electric and
Gas Rates, a Certificate of Public Convenience and Necessity to Deploy Advanced Metering Infrastructure,
Approval of Certain Regulatory and Accounting Treatments, and Establishment of a One-Year Surcredit,
(Ky. PSC Jun 30, 2021); Case No. 2022-00147, Electronic Application of Water Service Corporation of
Kentucky for A General Adjustment in Existing Rates and a Certificate of Public Convenience and Necessity
to Deploy Advanced Metering Infrastructure (Ky. PSC Jun. 13, 2022); Case No. 2022-00372, Electronic
Application of Duke Energy Kentucky, Inc. for (1) an Adjustment of Electric Rates; (2) Approval of New
Tariffs; (3) Approval of Accounting Practices to Establish Regulatory Assets and Liabilities; and (4) All Other
Required Approvals and Relief (Ky. PSC Dec. 14, 2022).

258 \Wiseman Direct Testimony at 13 and Figure CGW-2.
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strengthening its financial position to help it attract additional capital and improve its
system reliability. Balancing the needs of Kentucky Power and its customers and
reviewing the record in this proceeding, the Commission finds that a ROE of 9.75 percent
is fair, just and reasonable. The Commission notes that Kentucky Power’s cash flow from
the amortization of excess ADIT and numerous accounting deferrals are some of the
factors that contribute to the Commission’s approved ROE. However, many of these
items were temporary, and should not permanently impact cash flows from operations,
and thus should support credit metrics moving forward. In addition, the Commission will
be monitoring these factors to ensure that Kentucky Power is attempting to limit its risk
exposure and increase its financial strength. The revenue requirement impact of the
reduced ROE is a reduction of $1.302 million from the application.

PROPOSED TARIFF CHANGES

Customer Bill Due Date

Kentucky Power proposed to extend the number of days between the billing date
and the bill due date from 15 days to 21 days and proposed to implement the change on
a bills rendered basis to ensure a smooth implementation of the billing change.?%°
Kentucky Power stated that the change in date will allow customers additional time to
make on-time payments, extend the time before a late payment fee is assessed to non-
residential customers, and is in line with other investor-owned electric utilities (IOUs) in

Kentucky.?%° The proposed change would not have any effect on the termination process

259 Direct Testimony of Stevi N. Cobern, (Cobern Direct Testimony) (filed on Jun. 29, 2023) at 6.

260 Cobern Direct Testimony at 7.
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for non-payment of bills.?61 The Joint Intervenors supported the extension of the due date
from 15 days to 21 days.?52

The Commission finds that Kentucky Power’s proposal to extend bill due dates
from 15 days to 21 days is reasonable and should be approved. As Kentucky Power
noted, the proposed revision would put Kentucky Power closer in line with the other
Investor Owned Utilities in Kentucky. In addition, the proposed revision would allow those
struggling to pay their bills on time several extra days to do so. With this approval,
however, the Commission expects Kentucky Power to be willing to work with assistance
agencies to ensure that those struggling to pay their bills are made aware of available
assistance options prior to the due date of the bill.

Delayed Payment Charge

Kentucky Power proposed to remove references to the delayed payment charge
from its non-residential rate schedules and include the charge in the terms and conditions
section of the tariff.?63 No intervenors objected to the proposed revision.

The Commission finds that Kentucky Power’s proposed revision to remove
references to the delayed payment charge from its non-residential rate schedules is not
reasonable and should be denied. Commission regulation 807 KAR 5:011, Section
4(2)(e), requires that each rate schedule state the amount of the delayed payment charge
or reference the tariff section containing the amount. If approved, Kentucky Power’s
proposed tariff would not comply with 807 KAR 5:011, Section 4(2)(e), because each non-

residential rate schedule would not include either the amount of the delayed payment

261 Kentucky Power’'s Response to Staff's Fifth Request, Item 10.
262 Direct Testimony of Joshua Bills (Bills Direct Testimony) (filed Oct. 2, 2023) at 12.

263 Kahn Direct Testimony, Exhibit LMK-7.
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charge or a reference to the tariff section containing the delayed payment charge amount.
If Kentucky Power chooses to remove the amount of the delayed payment charge from
each individual non-residential rate schedule in its compliance tariff filing resulting from
this case, it must still include in each non-residential rate schedule a reference to the tariff
section containing the amount of the charge.

Information on Customer Bills

Currently, Kentucky Power combines the service charge and energy charge on the
residential customer bills and combines the service charge, energy charge, and demand
charge on commercial customer bills. Through the pendency of these proceedings, the
Joint Intervenors raised concerns about this practice.?®* In the Settlement, Kentucky
Power agreed to work with the Joint Intervenors to evaluate proposals for changes to the
bill format in order to improve transparency, including separating out demand charges.?6°
Kentucky Power provided an updated customer bill in the Settlement that separates the
demand charge on the commercial and industrial bill formats.?%¢ The Commission finds
that breaking out the demand charge on commercial and industrial customer bills is
reasonable, as it provides more transparency, and that the revision should be approved.

Kentucky Power stated that, in order to mitigate bill impacts, it conditionally
committed to suspending the collection of the Decommissioning Rider predicated on the
following: (1) the Commission approving its request to securitize the Decommissioning
Rider regulatory asset; (2) the Commission’s authorization that Kentucky Power continue

to accrue carrying charges at its WACC until securitization bonds are issued; and (3) the

264 Bills Direct Testimony at 29-31.
265 \West Settlement Testimony at 13.

266 \West Settlement Testimony, Exhibit BKW-1S at 49-56.
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securitized bonds actually being issued. If Kentucky Power is unable to issue securitized
bonds, collection of the Decommissioning Rider regulatory asset would be reinstated.?¢”
The Settlement included sample bill formats that include the Decommissioning Rider and
Securitization Financing Rider.?%8 Kentucky Power also filed a redlined proposed tariff
filing that included both riders.?®® The intervenors did not address this issue.

The Commission finds that Kentucky Power should remove the Decommissioning
Rider and Securitization Financing Rider from the bill formats when the compliance tariffs
are filed. If securitized bonds are issued, Kentucky Power should file updated bill formats
that include the Securitization Financing Rider. Should Kentucky Power not be able to
issue the securitization bonds, the Commission finds that Kentucky Power should file
updated sample bill formats that include the Decommissioning Rider, once it is reinstated.

Lighting Tariffs

Kentucky Power proposed to add language to its Street Lighting and Outdoor
Lighting Tariffs, stating that the requested lighting location must be reasonably accessible
by Kentucky Power’s trucks. Kentucky Power explained that this revision was necessary
to ensure that its personnel are able to operate safely and without harm to Kentucky
Power or the customer’'s property.?’® Kentucky Power defined reasonably accessible
locations as locations that are accessible by road or driveway, or are within such a

distance to a road or driveway that its bucket trucks are able to reach, which is

267 Wiseman Direct Testimony at 19.
268 \West Settlement Testimony, Exhibit BKW-1S at 47-56.
269 Kentucky Power's Response to Staff's Post-hearing Requests, ltem 6, Attachment 1.

270 Kahn Direct Testimony at 19.
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approximately 25 feet to 30 feet.?’? Kentucky Power stated that locations that are not
accessible in these ways are likely to result in property damage to the customer’s or
Kentucky Power's property.?’? If the location is not reasonably accessible, Kentucky
Power stated it will work with the customer to determine an accessible alternate
location.?’® No intervenors objected to the proposed revision.

The Commission finds that Kentucky Power’s proposed revision is reasonable and
should be approved. Kentucky Power should not be required to install lights at a location
that its equipment is not able to reasonably access without the risk of damaging the
equipment or the customer’s property. However, the Commission does expect Kentucky
Power to work with customers whose requested lighting location is deemed not
reasonably accessible to determine an appropriate location.

Tariff NUG

Kentucky Power proposed to close Tariff NUG to new customers and to eliminate
the commissioning and startup power provisions as they are unused by the one customer
taking service under Tariff NUG.?’* If approved, new non-utility generator load
requirements would be served under Kentucky Power's standard industrial tariff.2”>
Kentucky Power explained that this revision was proposed because only one customer
takes service on this tariff and the special tariff is not necessary. Kentucky Power stated

that the commissioning power provision was identical to its Temporary Service Tariff and

211 Kentucky Power’s Response to Staff's Second Request, Item 87(a).
2712 Kentucky Power's Response to Staff's Second Request, Item 87(a).
273 Kentucky Power’'s Response to Staff's Second Request, Iltem 87(b).
274 Kahn Direct Testimony at 18.

275 Kahn Direct Testimony at 18.
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that, while the startup provision was designed to meet needs not adequately served by
other tariffs, it has ultimately proven to be unneeded as it has gone unused since the tariff
was first established.?’® No intervenors objected to the proposed revision.

The Commission finds that the proposed revisions are reasonable and should be
approved. The commissioning power provision is basically identical to its Temporary
Service Tariff, and the startup provision has not been needed for over 20 years. In
addition, only one customer has chosen to take service under Tariff NUG since it was
established.

Franchise Tariff

Kentucky Power proposed to rename the Franchise Tariff to City’s Franchise Tariff
to provide clarity to customers regarding the purpose of the tariff.?’” Kentucky Power
indicated that customers have expressed confusion to its customer service
representatives over the name of the Franchise Tariff and why some people have the
charge on their bill and others do not.2”® No intervenor objected to the proposed revision.

The Commission finds that the proposed revision to the name of the Franchise
Tariff is reasonable and should be approved. The revision increases clarity on the
application of the tariff.

Residential Enerqgy Assistance Tariff

Kentucky Power proposed to increase the Tariff R.E.A. rate and corresponding

company match by $0.10 per month to $0.40 per residential meter per month.??

276 Kahn Direct Testimony at 18.
217 Kahn Direct Testimony at 20.
278 Kentucky Power’'s Response to Staff's Second Request, Item 88.

279 Cobern Direct Testimony at 5.
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Kentucky Power stated that doing so would allow it to support approximately 1,000
additional participants per year.?80© The Joint Intervenors agreed with the Kentucky
Power’s proposed revision to Tariff R.E.A.?81 In the Settlement, Kentucky Power agreed
to double the company match from a one-to-one match to a two-to-one match, or $0.80
per meter instead of $0.40 per meter.?82 The Commission finds that the proposed Tariff
R.E.A. rate and the matching increase are reasonable and should be approved. This
increase in the company match is an acknowledgement by Kentucky Power of the
struggles facing customers in its territory and shows Kentucky Power is attempting to

alleviate some of the hardship that will come from the requested rate increase.

Kentucky Economic Development Surcharge Tariff

Kentucky Power proposed to continue its Kentucky Power Economic Growth Grant
(K-PEGG) Program and to maintain the Kentucky Economic Development Surcharge
Tariff (Tariff K.E.D.S.) of $1.00 per meter per month for its non-residential customers with
a dollar-for-dollar match by Kentucky Power.?83 The K-PEGG program provides grant
funding targeted at projects designed to enhance economic development potential of
communities in Kentucky Power's service territory.?®* Funding from program is awarded
in the following four categories: (1) Economic Development Education; (2) Sites and

Buildings-Product Improvement; (3) Marketing and Promotion; and (4) Professional

280 Cobern Direct Testimony at 6.
281 Bijlls Direct Testimony at 12.

282 \West Settlement Testimony at 3.
283 Clark Direct Testimony at 17.

284 Clark Direct Testimony at 9.
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Consulting Services.?8> From February 2020 to July 2023, the amount of Tariff K.E.D.S.
and shareholder funds awarded to economic development projects was $2.47 million.26
No intervenors objected to the continuation of the K-PEGG Program and Tariff K.E.D.S.

The Commission finds that Kentucky Power’s proposal to continue the K-PEGG
Program and maintain Tariff K.E.D.S. is reasonable and should be approved as the funds
are being used to further economic development within Kentucky Power’s service
territory.

Eastern Kentucky Fuel Relief Fund Tariff

Kentucky Power proposed to remove the Eastern Kentucky Fuel Relief Fund Tariff
(Tariff K.F.R.F.). Tariff K.F.R.F.was set up to provide retail ratepayers a $40 million credit
contingent on the closing of the acquisition of Kentucky Power by Liberty. On April 19,
2023, Liberty submitted a letter in Case No. 2021-00481%%7 indicating that Liberty and
AEP had mutually agreed to terminate the acquisition of Kentucky Power by Liberty.

As the tariff was contingent on the completion of the acquisition of Kentucky Power
by Liberty, the Commission finds that removal of Tariff K.F.R.F. from the tariff is
reasonable and should be approved.

Rate R.S. Optional Seasonal Provision

Kentucky Power proposed an optional seasonal provision to provide winter bill

relief and reduce monthly bill volatility for its electric heating and lower income residential

285 Clark Direct Testimony at 10.
286 Kentucky Power’'s Response to Staff's Second Request, Item 14, Attachment 1.
287 Case No. 2021-00481, Electronic Joint Application of American Electric Power Company, Inc.

Kentucky Power Company, and Liberty Utilities Co. for approval of the Transfer and Ownership and Control
of Kentucky Power Company.
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customers.?®® The optional seasonal provision offers a winter (December through March)
energy rate of $0.11947 per kWh and for the remainder of the year (April through
November), an energy rate of $0.13762 per kWh.?8° Kentucky Power explained that the
difference between the rates by season is a cost-based design that would allow a
customer to pay on average the same amount for distribution costs during winter months
as compared to all other months.?*°

Kentucky Power has demonstrated that the average Low-Income Heating Energy
Assistance Program (LIHEAP) customers have an approximately 900 kWh to 1,000 kWh
higher peak usage in the winter months than the average residential service customer for
the past three years.?%® The Commission is concerned about the usage of customers
during the winter, and their impact on Kentucky Power’s aggregate demand; therefore,
the Commission is not persuaded by Kentucky Power’s argument that the seasonal
optional provision will not deter energy conservation since it only applies to the winter
months and is designed to better align distribution cost recovery across the seasons.?%?
The Commission notes that Kentucky Power is currently a winter peaking utility. The
Commission is concerned that the seasonal optional provision would increase the winter
peak usage given the lower rate, which in turn would have potentially perverse effects by

requiring Kentucky Power to need even more winter-available generation (or in the

288 Spaeth Direct Testimony at 12.
289 Spaeth Direct Testimony at 12.
2% Spaeth Direct Testimony at 13.

291 See Kentucky Power’'s Response to Staff's Post-Hearing Request, Item 5. See also, Kentucky
Power's Response to Staff's Sixth Request, Items 10 and 11.

292 Spaeth Direct Testimony at 16.
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absence of that generation, depend on the PJM market for energy), in turn increasing
costs for Kentucky Power.

Therefore, the Commission finds that the seasonal optional provision should be
denied. Additionally, the Commission expects Kentucky Power to address the issue of
low-income and residential customers energy usage during the winter months and find
cost-effective measures to reduce demand, rather than mask that winter demand with
arbitrary rate reductions.

Cogeneration Tariff — Capacity Credits

In Case No. 2020-00174,2% the Commission found that the avoided capacity cost
rate to be included in Kentucky Power’s Cogeneration and Small Power Production Tariffs
should be based on the zonal net cost of new entry (CONE) for the delivery years that
have an established CONE at the time of the contract and the last known net CONE for
the remainder of the term. Kentucky Power has proposed to update the avoided capacity
cost rate to reflect the known net CONE through the 2025/2026 delivery year.?®* Kentucky
Power indicated that it had not performed an analysis of capacity costs other than net
CONE to determine the appropriate capacity costs and that they were just following the
Commission’s Order in Case No. 2020-00174.2°> Kentucky Power provided the capacity
rates that would result from using the National Renewable Energy Laboratories’ Annual

Technology Baseline as the cost of a proxy unit.2%

293 Case No. 2020-00174, Electronic Application of Kentucky Power Company for (1) a General
Adjustment of its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of Accounting
Practices to Establish Regulatory Assets and Liabilities; (4) Approval of a Certificate of Public Convenience
and Necessity; and All Other Required Approvals and Relief (Ky. PSC Jan. 13, 2021), Order at 96—-101.

294 Spaeth Direct Testimony, Exhibit MMS-1 at 32.

295 Kentucky Power's Response to Staff's Second Request, Item 80(c).

2% Kentucky Power’'s Response to Staff's Fifth Request, Item 6.
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The Commission notes that in recent cogeneration cases, Case Nos. 2023-
001022°7 and 2023-00153,%%® the Commission found that it had no interest in allowing
Kentucky’s regulated, vertically integrated utilities to effectively depend on the market for
generation or capacity for any sustained period if a capacity deficit should occur or be
anticipated to occur. The Commission further found that the replacement capacity cost
of the next unit built or the contract cost of firm bilateral capacity, that can provide
associated energy, should form the basis for avoided capacity values and not a market-
clearing price.?®®* The Commission observes that Kentucky Power currently does not
have sufficient generation in its fleet to meet its capacity requirements, and that Kentucky
Power is relying on the PJM market to cover its current capacity deficit.3°® Considering
the Commission does not expect to allow a utility to depend on market-purchases for its
long-term capacity needs, it follows that the market capacity cost is not the relevant cost
the utility is avoiding, especially when the utility’s peaking needs differ dramatically from
the capacity “product” procured in markets. Therefore, the Commission places a greater
emphasis on calculating avoided generation capacity cost, and thus value, on a proxy

unit calculation. Kentucky Power has stated and demonstrated in its 2023 IRP Preferred

297 Case No. 2023-00102, Electronic Tariff Filing of Big Rivers Electric Corporation for Approval of
Proposed Changes to Its Qualified Cogeneration and Small Power Production Facilities Tariffs (Ky. PSC
Dec. 15, 2023), Order.

298 Case No. 2023-00153, Electronic Tariff Filing of East Kentucky Power Cooperative, Inc. And Its
Member Distribution Cooperatives for Approval of Proposed Changes to Their Qualified Cogeneration and
Small Power Production Facilities Tariff (Ky. PSC Oct. 31, 2023), Order.

299 See Case No. 2023-00102, Electronic Tariff Filing of Big Rivers Electric Corporation for Approval
of Proposed Changes to Its Qualified Cogeneration and Small Power Production Facilities Tariffs (Ky. PSC
Dec. 15, 2023), Order at 7-8. See also Case No. 2023-00153, Electronic Tariff Filing of East Kentucky
Power Cooperative, Inc. and Its Member Distribution Cooperatives for Approval of Proposed Changes to
Their Qualified Cogeneration and Small Power Production Facilities Tariff (Ky. PSC, Oct. 31, 2023), Order
at 10-11.

300 Case No 2023-00092, Electronic 2022 Integrated Resource Planning Report of Kentucky Power
Company (Ky. PSC Mar. 20, 2023), Volume A, Section 7.5 at 173-175.
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Plan that it plans to build a 480 MW natural gas combustion turbine (NGCT) by 2029,
which would have been the more appropriate proxy unit for the tariff calculation.3%*

Kentucky Power is financially and territorially differently situated than the utilities
in the cases discussed above. Having reviewed the record and being otherwise
sufficiently advised, the Commission finds that Kentucky Power’'s Cogen Tariff should be
approved. The Commission notes that given Kentucky Power’s current economic and
financial condition, the Commission will allow Kentucky Power to utilize the Net CONE for
its cogeneration capacity cost rate until its next base rate case in which Kentucky Power
will then provide updated avoided capacity costs based on a proxy unit calculation.

Distribution Reliability Rider (DRR)

Kentucky Power maintains a number of distribution reliability programs, which can
be divided into three categories: Distribution Asset Management; Major Distribution
Reliability and Capacity Additions and Distribution; and the Vegetation Management
Program.®%2 Programs included in the Distribution Asset Management category are the
Overhead Circuit and Underground Facilities Inspection and Maintenance Program; the
Capacitor and Regulator Inspection and Maintenance Program; Recloser
Maintenance/Replacement Program; Overhead Conductor Program; and the
Sectionalizing Program.3%® Activities included in the Major Distribution Reliability and
Capacity Additions and Distribution category are generally in addition to those included

in the Distribution Asset Management category.3®* Projects range from constructing new

301 Case No 2023-00092, Volume A, Figure 80 at 174.
302 Direct Testimony of Everett G. Phillips (Phillips Direct Testimony) (filed June 29, 2023) at 19.
303 Phillips Direct Testimony at 19-21.

304 Phillips Direct Testimony at 23.
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feeder ties to the addition of new substations with new or upgraded feeder lines.3% The
Vegetation Management Program included right-of-way (ROW) vegetation clearing and
inspection of all Kentucky Power’s distribution circuits on a five-year cycle.3%

Because vegetation is the principal cause of outages, Kentucky Power’'s 2018
Vegetation Management Plan included the initiation of a Trees Outside the Right-of-Way
(TOR) pilot program.2°” The TOR Pilot program’s purpose was to widen the existing ROW
to address TOR including the identification and removal of danger trees from outside the
ROW.3%8  As of the end of 2022, Kentucky Power had completed portions of targeted
widening on 65 of 233 distribution circuits, resulting in a 15 percent, three-year average
reduction in customer minutes interrupted.3°°

Kentucky Power stated the two leading causes of customer outages is TOR and
equipment failures.®® In order to address these two primary causes of service
interruption and to address other major reliability opportunities, Kentucky Power proposed
the DRR and the DRR Work Plan program. The DRR Work Plan consisted of several
initiatives: expanding the TOR pilot program; initiatives related to the ability to transfer

customers when a fault occurs including constructing additional tie lines and additional

305 Phillips Direct Testimony at 23-24.
306 Phillips Direct Testimony at 24.

307 See Case No. 2017-00179, 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 (filed July 20, 2017), Kentucky Power Company 2019 Distribution Vegetation Management Plan —
Five Year Cycle (filed Oct. 1, 2018) at 8 of 14, and 2018 Distribution Vegetation Management Report of
Kentucky Power Company (filed Mar. 29, 2019) at 9 of 16, and Attachment 5.

308 Phillips Direct Testimony at 25. See also Phillips Direct Testimony at 28.
309 Phillips Direct Testimony at 28-29.

310 Phillips Direct Testimony, Figure EGP-5 at 18 and West Direct Testimony at 16.
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substations sources; recloser modernization and asset renewal. The asset renewal
would consist of monitoring and tracking defective equipment to determine whether there
is a tie to a specific manufacturer, year, or model.3! The proposed DRR Work Plan
contained specific projects separate from those included in the existing Distribution Asset
Management program.312

Kentucky Power stated that the DRR will allow it to propose new projects in its
annual DRR Work Plan for Commission review in annual filings. According to Kentucky
Power, the DRR will allow it to upgrade the distribution system with increased
Commission review. Kentucky Power averred that the DRR would improve its financial
position with a more concurrent cost recovery instead of waiting until another base rate
case.’!3

The DRR Work Plan, as proposed, contained projects totaling an estimated $166
million capital spending and $4 million O&M spending from 2024 through 2028.3'4 The
proposed expenditures were incremental to expenditures embedded in base rates and
will be recovered through the proposed DRR capital rider. Kentucky Power argued the
DRR will enable it to make further investments in its distribution system given its financial

and cash flow constraints.3> Kentucky Power indicated that some of the projects in the

311 Phillips Direct Testimony at 30-31.
312 Kentucky Power’'s Response to Staff's Fifth Request, Item 7.

313 West Direct Testimony at 18 and HVT of Nov. 28, 2023 Hearing, Brian West testimony at
3:07:07-3:07:31.

314 Phillips Direct Testimony, Figure EGP-10 at 35.

315 West Direct Testimony at 16—17. See also the Rebuttal Testimony of Everett G. Phillips (filed
Nov. 6, 2023) (Phillips Rebuttal Testimony) at R6.
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DRR Work Plan are projects in Kentucky Power’s Work Plan, but the projects continually
get moved back due to higher priority projects.36

Kentucky Power proposed to make an annual true-up filing in February of each
year with rates effective the following April.317 Actual costs will be recovered on a per-bill
basis from Residential and All Other customers.?® The Residential allocation will be
based on the most recent 12-month residential contribution to non-fuel retail revenue.3!9
Similarly, the All Other allocation will be based on its contribution to non-fuel retail
revenue.®?° Those amounts will be divided by the most recent 12-month bills to obtain
the Residential and All other factors.3?!

Kentucky proposed that the DRR have an initial “zero start” with initial rates for the
2024 projects to take effect in April 2025.322 Beginning with the February 2025 filing, each
annual filing will reconcile the amount collected through the rider with the previous year’s
actual expenditures in addition to a projection of the following year’s investment plus the

revised annual DRR Work Plan.®?3 Kentucky Power further proposed to roll existing DRR

316 HVT of Nov. 28, 2023 Hearing, Everett G. Phillips testimony at 11:38:11-11:42:35. See also
Kentucky Power’s Response to Staff's Second Request, Iltem 1, Attachment 11.

317 West Direct Testimony at 17. See also Spaeth Direct Testimony at 19.

318 Spaeth Direct Testimony at 20. Outdoor lighting, street lighting, subtransmission voltage and
transmission voltage customers are excluded from the calculation.

319 Spaeth Direct Testimony at 20.
320 Spaeth Direct Testimony at 20.
321 Spaeth Direct Testimony at 20.
322 \West Direct Testimony at 17.

323 \West Direct Testimony at 17.
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revenue requirement into base rates. From the date of the roll-in, the DRR would continue
to recover any additional incremental expenditures.324

The Attorney General/KIUC argued that there are flaws in Kentucky Power’'s
proposed DRR program.3?®> There was no mechanism to ensure that costs recovered
through the DRR were in fact incremental to distribution investment costs already being
recovered through base rates.?¢ In its testimony, Walmart argued that the types of
project investment costs to be recovered through the DRR are not volatile in nature, are
completely within Kentucky Power’s control, and should be considered in a general base
rate case.3?’

As a part of the Settlement, Kentucky Power agreed to additional parameters to
ensure that only incremental distribution system capital spending would be recovered
through the DRR.328 In its post-hearing brief, Kentucky Power emphasized that the DRR
would allow for quicker recovery on capital investment and make it more likely that capital
will be allocated to Kentucky Power.3?° Walmart and KIUC encouraged the Commission
to approve the Settlement, as proposed, which included the DRR with the specified
parameters that include a maximum term for the program as well as a requirement to file

a work plan.3%0

324 \West Direct Testimony at 17—18.

325 Kollen Direct Testimony at 62—63.

326 Kollen Direct Testimony at 62—63.

327 Perry Direct Testimony at 20.

328 \West Settlement Testimony at 3.

329 Kentucky Power’s Post-Hearing Brief at 33.

330 KIUC'’s Post-Hearing Brief at 3—4 and Walmart's Post-Hearing Brief at 5-6.
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The Commission has the statutory authority and obligation to decide whether rates
are fair, just and reasonable.®3*! The Commission has the obligation to review aspects of
a Settlement but cannot approve Settlement terms that would not result in fair, just and
reasonable rates. As it relates to the DRR and the DRR Workplan, the Commission finds
the proposals in the Application and the Settlement should be denied.

The Commission generally does not review or approve of the scope of or timing of
electric utility distribution projects in the ordinary course of business, aside from proposed
expenditure amounts to be recovered in base rates. The proposed DRR program places
the Commission in the position of annually approving Kentucky Power’s distribution
projects. Itis Kentucky Power’s obligation, and responsibility, to plan, budget, prioritize,
manage, and maintain its distribution system in a manner that provides safe and reliable
service.

The Commission is aware that the continuing loss of customer load and regional
economic decline are significant contributors to Kentucky Power’'s financial condition.
Kentucky Power proposed the DRR program as a way to improve reliability of the
distribution system, but also to have a contemporaneous cost-recovery mechanism for
distribution investment expenditures. Kentucky Power stated it expects AEP would be
more willing to allocate additional capital with the contemporaneous cost recovery of the
DRR.332

However, there are existing alternatives to the DRR that Kentucky Power chose

not to take as part of this rate filing that would have helped mitigate its financial condition

331 See KRS 278.040.

332 HVT of Nov. 28, 2023 Hearing, Brian West testimony at 3:07:07—3:07:31 and Everett G. Phillips
testimony at 11:42:13-11:42:35.
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or continue to improve reliability. One such measure would be to request an adjustment
of rates using a forecasted test year that includes additional capital spending on
distribution projects.

The Commission notes that the DRR Work Plan included the additional Vegetation
Management TOR Pilot program that is showing success in reducing customer outages.
The Commission encourages Kentucky Power to continue the TOR Pilot program. In
addition, the Commission expects that once sections of circuit ROW have been widened,
those widened sections will be incorporated into the ongoing Vegetation Management
program as those circuits are cleared in future cycle years.

Distributed Solar Proposal (Solar Garden)

Kentucky Power proposed to own and operate one or more solar facilities not to
exceed 25 MW total, with each facility not to exceed 10 MW.332 Kentucky Power argued
that the program will establish solar generation in its service territory and help fill a
capacity deficit beginning in 2026.3%* Solar projects would be considered prudent if the
net present value (NPV) of the benefits and costs of the project do not exceed the NPV
of the equivalent avoided capacity cost. Kentucky Power proposed that the net costs of
the Solar Garden facilities be recovered through Tariff PPA until the costs can be included
in base rates. Energy benefits would be reflected as a reduction in FAC costs.33°

Kentucky Power explained that the solar facilities will reduce its internal distribution

load, meaning the facilities will be connected to the distribution system. The facilities will

333 Direct Testimony of Alex Vaughan (Vaughan Direct Testimony) at 27.
334 Vaughan Direct Testimony at 27.

335 Vaughan Direct Testimony at 28—29.
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not be market-facing generation resources and will not participate in PIJM’s energy,
ancillary service, or capacity markets.33¢

Kentucky Power argued that because the solar facilities are connected to the
distribution system, there are multiple customer benefits.33” Whenever the solar facilities
are producing and transmitting power, Kentucky Power will have to purchase less energy
through the PIJM energy market, with the most energy cost savings occurring during on-
peak hours. When the solar facilities are producing energy during the Kentucky Power’s
capacity cost causing hours in PJM that will result in a lower generation capacity
obligation, which results in lower generation capacity costs. Similarly, Kentucky Power
alleged that the solar facilities could lower Kentucky Power’s 12 CP used to allocate
AEP’s PJM LSE OATT charges.3*® Kentucky Power’s reduced load will also avoid hourly
PJM ancillary service load charges.33°

Kentucky Power reported that it had approximately 11,500 customers participating
in government assistance programs.®*® Kentucky Power proposed to provide 50 percent
of the energy savings from the solar facilities to these customers through a yearly bill
credit in January.* Kentucky Power subsequently revised the proposal to provide the
credit over the course of January through March to better align with the HEART

Program.®*? Kentucky Power also filed an amended Tariff R.S. to include a provision for

336 Vaughan Direct Testimony at 29.
337 Vaughan Direct Testimony at 29-32.
338 Vaughan Direct Testimony at 29-32.
339 Vaughan Direct Testimony at 31-32.
340 VVaughan Direct Testimony at 33.
341 Vaughan Direct Testimony at 33.

342 Kentucky Power’s Response to Staff's Third Request, Item 29.
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the low-income credit.3** Kentucky Power provided the following calculation: it will take
the hourly MWh produced from the solar facilities for the previous 12 months and multiply
that by the Day Ahead Local Marginal Price (DA LMP) for the corresponding hour. The
total would then be multiplied by 50 percent and divided by the number of customers
participating in LIHEAP as of December 31.3** Based on high level estimates, the low-
income credit could be as high as $66 annually.34°

The Joint Intervenors were supportive of the Community Solar Garden Program.346
However, the Joint Intervenors did offer additional suggestions for improvement.3#/
Walmart noted that Kentucky Power had already begun the request for proposal process
to identify potential solar projects but was generally supportive of the program.34®

As a part of the Settlement, Kentucky Power committed to work with the Joint
Intervenors and any other interested party to update the proposed Solar Garden Program
to include evaluations of potential solar plus storage projects, which will be added subject
to the project passing the economic benefit test.34°

The Commission finds the Solar Garden should be denied, as filed in the
Application and in the Settlement. Kentucky Power’s proposed program is premature.
Essentially, Kentucky Power requested the Commission approve a program concept and

a recovery mechanism for which there are no specific costs or any other details to

343 Kentucky Power’s Response to Staff's Third Request, Item 29, Attachment 1.

344 Vaughan Direct Testimony at 33—-34.

345 Vaughan Direct Testimony at 33—34.

346 Direct Testimony of Andrew McDonald (McDonald Direct Testimony) (filed Oct. 2, 2023) at 4.
347 McDonald Direct Testimony at 5—6.

348 Perry Direct Testimony at 19.

349 West Settlement Testimony at S18.
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examine. The Commission acknowledges Kentucky Power’s future capacity deficit and
appreciates that Kentucky Power is being proactive in seeking solutions to the deficit.
However, the Commission finds that the Solar Garden program is not sufficiently
developed to the point of requesting approval of the program or approval of a cost-
recovery mechanism. When a formal and firm proposal exists, the Commission stands
prepared to review it as part of a separate application.

Hedging Program

Kentucky Power purchases all its demand from the PJM energy market and sells
all its available generation resources into the same market. In that way, its generation
resources provide a physical price hedge to the amount of net energy it must purchase.
Kentucky Power’s exposure to the energy market price volatility is greater during times of
planned or forced outages of its generation.®® To reduce exposure to market volatility,
Kentucky Power proposed to use financial hedging. Kentucky Power stated it will use the
PJM AEP Dayton HUB fixed-for-floating price swaps to reduce exposure to price
volatility.35! Kentucky Power explained that the contracts will be purchased over time and
provide the flexibility to modify or unwind executed forward contracts as necessary when
changes are made to forecasted load or planned outage schedules at the Mitchell and

Big Sandy generation plants.3%? If the PJM AD HUB is not sufficiently liquid to purchase

350 VVaughan Direct Testimony at 17-18. Kentucky Power's Open Energy Market Position to PJM
energy market volatility is defined as its hourly retail load less the generation from Mitchell and Big Sandy
generation plants. See also Kentucky Power’'s Response to Staff's Third Request, Item 25. In addition to
purchasing forward contracts during planned unit outage, forward contracts may be needed in months when
load is higher and available generation may not be sufficient to cover the load.

351 Vaughan Direct Testimony at 18.

352 Vaughan Direct Testimony at 18-19. See also Kentucky Power's Response to Staff's Second
Request, Item 38b.
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the forward contracts, Kentucky Power explained that adjacent zones or other trading
hubs such as the PIM West Hub could be used.3%3

Kentucky Power proposed three hedge intervals: Interval 1 (36 months prior to
flow), Interval 2 (18 months prior to flow), and Interval 3 (6 months prior to flow). Each
hedge interval percentage would be calculated by taking the forecasted generation based
on the fuel purchased in MWh plus any purchased forward hedge contracts (Intervals 2
and 3) divided by the forecasted weather normalized retail load in MWh minus one
standard deviation of the forecasted load.3®* The amount of Kentucky Power’s Open
Energy Position to be hedged or the Target Hedge Percent position for each interval
would be Interval 1 at 33 percent, Interval 2 at 67 percent and Interval 3 at 100 percent
respectively.®>> The Target Hedge Position in MW is calculated by taking the MWh
generation from Mitchell and Big Sandy plus any purchased forward hedge contracts
(Interval 2 and 3) minus one standard deviation of its forecasted weather normalized retail
load in MWh times the Target Hedge Percent, all divided by the number of hours in the
period.®*¢ The hedge Interval Percent will be evaluated by calendar month with each
month broken out by peak and off-peak periods.®*” Whenever the Interval Hedge Percent
is less than the Target Hedge Percent, Kentucky Power will calculate the Target Hedge

Position for that interval and purchase forward energy contracts to hedge its Open Energy

353 Vaughan Direct Testimony at 19. See also Kentucky Power's Response to Staff's Third
Request, Item 24.

354 Vaughan Direct Testimony at 19-20.
355 Vaughan Direct Testimony, Figure AEV-5 at 20.
356 Vaughan Direct Testimony at 20.

357 Kentucky Power’s Response to Staff's Second Request, Item 38 and Item 39c.
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Position up to the Target Hedge Percent.3®® Kentucky Power anticipated that the
generation from Mitchell and Big Sandy would be expected to be able to cover the Target
Hedge Percent for Intervals 1 (36 months prior to flow) and Interval 2 (18 months prior to
flow). Forward energy contracts could be needed during Interval 3 (6 months prior to
flow).359

Kentucky Power explained that the goal of the hedging plan is not to reduce the
customer’s fuel costs, but to reduce customer exposure to the PJM energy market
volatility, especially during scheduled outages, to create more predictable fuel costs over
time.3%0 Kentucky Power argued that had a structured hedging program been in place
between January 2021 and March 2023, customers would have been exposed to an
average 21 percent price variance between their monthly fuel charges rather than the
28 percent variance seen in the energy spot market.36?

Kentucky Power proposed that all approved financial power hedging program
related contract settlements and related contract costs would be recovered through the
FAC. Kentucky Power also requested that the hedging transactions not be subject to the
PUE FAC limitation because the hedging transactions are forward financial contracts
meant to reduce fuel rate volatility and market exposure. The potential for realized hedge
charges is essentially the cost of reducing volatility in customer’'s monthly fuel rates.362

The forward financial contracts are expected to be subject to mark-to-market treatment

358 VVaughan Direct Testimony at 20.
359 Vaughan Direct Testimony at 21.
360 VVaughan Direct Testimony at 23.
361 VVaughan Direct Testimony at 23.

362 \Vaughan Direct Testimony at 25-26.
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(MTM). Kentucky Power stated that if the Commission approves the return of the contract
gains or losses to customers, it would defer MTM gains or losses prior to hedge liquidation
to a regulatory asset or liability, which would then unwind when the contracts are
liquidated at the time of settlement. Any net gains or losses would flow through the
FAC.363

The intervenors did not oppose Kentucky Power’s financial hedging proposal and
the Settlement did not address hedging.

Having considered the record and being otherwise sufficiently advised, the
Commission finds that Kentucky Power’s financial hedging program should be denied.
The Commission finds the hedging program’s structure and scope is overly complicated,
difficult for customers to understand easily, and too difficult for the Commission to monitor
and regulate. There are less complicated and more transparent methods Kentucky
Power can employ to reduce volatility in customers’ bills. In addition, the Commission
finds that the FAC tariff change related to the proposed hedging plan is denied as moot.

The hedging program appears to apply to not only planned maintenance outage
hours, but essentially to any hours when the load may exceed Kentucky Power’s available
generation’s ability to satisfy that load, which could mean that any hours during
maintenance or forced outages could be hedged. Also, because the hours for which
forward hedge contracts have been purchased would not be subject to the PUE limitation
mechanism, there would be no penalty for otherwise uneconomic energy purchases and
costs, including hedging costs, that otherwise would have been excluded from recovery,

would subsequently pass through the FAC. The Commission notes that the PUE is a

363 Vaughan Direct Testimony at 26.
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proxy mechanism for a combustion turbine (CT) to determine uneconomic energy
purchases. If Kentucky Power owned and operated a CT, a hedging plan would not
provide a mechanism to circumvent the economic energy purchase test for FAC recovery

purposes.

Environmental Surcharge Mechanism

During part of the test year, Kentucky Power’s Tariff E.S. included projects related
to the now-expired Rockport UPA. Kentucky Power proposed to update its Tariff E.S.
base revenue requirement to align with the non-Rockport projects that were in service
during the test year.36* Kentucky Power also proposed to update its Tariff E.S. and
monthly filing forms to remove references to the Rockport UPA and make clerical changes
to update and streamline forms.3®> Included in the proposed changes are updated
WACC, gross revenue conversion factor, and cash working capital calculation. Kentucky
Power also proposed updates to the Environmental Compliance Plan (ECP) to remove
projects and references to the Rockport UPA 366

No intervenors addressed this issue nor were there relevant settlement terms.

As discussed above, the WACC and cash working capital calculation are not
accepted as filed. The Commission finds that Kentucky Power’'s proposed changes to

Tariff E.S., its monthly reporting forms, and the ECP are reasonable and should be

364 Kahn Direct Testimony at 5-6.
365 Kahn Direct Testimony at 10.

366 Kahn Direct Testimony at 11.
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approved subject to the WACC and cash working capital calculation as approved in this
Order.

Renewable Power Option Rider

Kentucky Power proposed to update the subscription rates for the Renewable
Power Option Rider (Rider R.P.0.).36” Kentucky Power used forward price estimates for
National Wind and Solar RECs, with a volatility premium added, to arrive at the proposed
subscription rates.3%®  No intervenors objected to the proposed revisions. The
Commission finds that the proposed Rider R.P.O. subscription rates are reasonable and
should be approved.

Decommissioning Rider

As noted above, Kentucky Power has proposed to suspend collection of the
Decommissioning Rider contingent on several conditions. As the conditions to
temporarily suspend the Decommissioning Rider have been met, the Commission finds
that Kentucky Power should add language to the Decommissioning Rider tariff stating
that collection is temporarily suspended pending the securitization of the regulatory asset
and that if Kentucky Power is unable to issue securitization bonds, the Decommissioning
Rider will be reinstated.

Economic Development Rider

Kentucky Power stated that it requires security from Economic Development Rider
(Tariff E.D.R.) customers on a case-by-case basis and that it is open to modifying Tariff

E.D.R. to require reasonable security from customers when appropriate.3%® When offering

367 Kahn Direct Testimony, Exhibit LMK-7 at 110.
368 Kentucky Power’'s Response to Staff's Third Request, ltem 42.

369 Kentucky Power Response to Staff's Third Request, ltem 4.
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discounted rates to Tariff E.D.R. customers, there is always the risk that the customer will
not fulfill the terms of the contract and Kentucky Power’s customers will be harmed due
to such default. Kentucky Power’s Tariff E.D.R. allows for up to five years of discounts
with at least the same number of years at full rates.®’® Should a Tariff E.D.R. customer
default on its contract at any point under the full rate term, Kentucky Power’s retail
customers could suffer the consequences through higher rates. Therefore, the
Commission finds that Kentucky Power should add a provision to Tariff E.D.R. requiring
appropriate security from the customer to cover the estimated Economic Development
Rate discounts should the customer terminate the contract at any time before the end of
its term.

Disconnection and Reconnection of Service

As part of the Settlement, the parties agreed to limit residential disconnection to
the following hours: 8:00 a.m. through 5:00 p.m. Monday through Thursday and 8:00 a.m.
through 12:00 p.m. on Friday.3"* Kentucky Power also agreed that it would not disconnect
service to residential customers for the next 24 hours following when temperatures are
forecast to be 32 degrees or below or 95 degrees or higher.2”2 The Commission finds
that the proposed Settlement language to limit when residential customers are
disconnected for non-payment is reasonable and should be approved.

Kentucky Power also agreed in the Settlement to work with the Joint Intervenors
in developing service reconnection standards that would enable residential customers to

be reconnected based on to-be-determined partial payment and repayment plan terms.

370 Application, Exhibit D at 136-139.
371 West Settlement Testimony at S19.

372 \West Settlement Testimony at S19.
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Kentucky Power stated that it would seek Commission approval prior to June 1, 2024, if
it concluded that Commission approval was required.®”* The Commission finds that if
Kentucky Power were to determine that Commission approval is not required for such a
plan, Kentucky Power should still notify the Commission of the plan terms through a post-
case filing in this proceeding.

Data Meter Pulses

The Joint Intervenors recommended that Kentucky Power should be able to offer
data meter pulses to its larger customers so the customer can capture interval demand
reads with their own monitoring equipment as other investor-owned utilities in Kentucky
offer the service for a nominal fee.®* Kentucky Power stated that it offers the option for
pulse metering data at a nominal charge.®’® In the Settlement, Kentucky Power agreed
to develop customer education and communication materials that clearly explain that
General Service and Large General Service customers can obtain continuous interval
demand readings subject to the installation of certain metering equipment and an energy
management system, at the customer’s expense, which would provide customers with
interval demand information at no additional charge.

The Commission recognizes that the parties’ agreement to additional terms and
customer educational materials appears to be a reasonable provision.

General Service Customers

The Joint Intervenors recommended that Kentucky Power not charge demand

charges to General Service customers with demand meters with usage under 4,450

373 West Settlement Testimony at S19.
374 Bills Direct Testimony at 31.

375 West Rebuttal Testimony at R20.

-88- Case No. 2023-00159



kWh.3’6 The Joint Intervenors explained that some General Service customers who have
meters capable of measuring demand and paying for demand feel targeted because they
have a meter capable of measuring demand.?”” Kentucky Power explained that its
Commission-approved tariff only requires that a demand meter be installed for GS
customers with monthly kWh usage of 4,450 and that this approach was consistent with
grandfathering principles that were adopted when the Small General Service and Medium
General Service classes were combined into the General Service class.?’® In the
Settlement, Kentucky Power agreed to develop customer education and communication
materials that clearly explain that General Service customers can obtain continuous
interval demand readings subject to the installation of certain metering equipment and an
energy management system, at the customer’s expense, which would provide customers
with interval demand information at no additional charge.

The Commission recognizes that the parties’ agreement to additional terms and
customer educational materials appears to be a reasonable provision.

Net Metering and Distributed Energy Resources

The Joint Intervenors recommended that Kentucky Power allow net metering to
continue beyond the 1 percent threshold as an official policy; raise the cap on individual
net metering system from 45 kW to 500 kW; allow third-party ownership of customer-sited
solar energy system; allow virtual net metering; focus on equity and access for low- and
moderate-income customers with policies to reduce up-front costs and financing

expenses, including on-bill financing; collaborate with community partners on education,

376 Bills Direct Testimony at 33.
377 Bills Direct Testimony at 32.

378 West Rebuttal Testimony at R20.
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consumer protection, and workforce development programs®’?; and develop programs to
encourage customer adoption of battery storage systems for reducing peak demand and
customer resilience.38°

Kentucky Power argued that the Joint Intervenors failed to demonstrate a basis to
change the net metering 1 percent threshold as Kentucky Power’s net metering
generating capacity totals only 0.23 percent of Kentucky Power’s single hour peak load.38?
Kentucky Power also stated that facilities larger than 45 kW are not eligible to take service
under Kentucky Power’'s net metering tariffs as KRS 278.465(2)(c) defines the term
"eligible electric generating facility as a facility that “has a rated capacity of not greater
than forty-five (45) kilowatts.”*? Regarding the Joint Intervenors recommendation to
allow third-party ownership of distributed solar system, Kentucky Power argued that that
would violate KRS 278.018, Kentucky's certified territory statute.®®3 Kentucky Power
argued that virtual net metering is not currently contemplated in Kentucky statutes and
that there are other more economic solutions that are equitable to all customers.384

While the Settlement did not address any net metering issues, Kentucky Power
did agree to the following regarding distributed energy resources: collaborate with the
Joint Intervenors and other community partners on solar energy education, consumer

protection, and workforce development programs; contract for a market potential study

37 McDonald Direct Testimony at 18.
380 McDonald Direct Testimony at 33.
381 Rebuttal Testimony of Alex Vaughan (Vaughan Rebuttal Testimony) at 7.
382 Vaughan Rebuttal Testimony at 7.
383 Vaughan Rebuttal Testimony at 8.

384 Vaughan Rebuttal Testimony at 8.
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for customer-sided battery storage for use as a dispatchable demand response resource
subject to the Commission pre-approving that the costs of the study are recoverable
through rates; research battery demand response program design options and to include
a Bring Your Own Battery program in the next base rate case if such a program was not
already included in the next DSM filing; and evaluate options for and to propose, if cost-
effective, a program to deploy solar plus storage and other microgrid technologies for
resilience at critical facilities and to support essential community services.38%

With the exception of the pre-approval of the market potential survey costs being
recovered through base rates, the Commission finds that the provisions of the settlement
regarding net metering and distributed energy resources are reasonable. Regarding the
costs of the market potential study, the Commission cannot at this time approve including
costs related to that study in base rates as the costs are not currently known. If such a
study were to be conducted, the reasonableness of the costs of such study would be
determined in a future proceeding.

Low-Income Discount Rates

Kentucky Power agreed in the Settlement to contract for a study to assess whether
low-income discount rates for residential customers are appropriate and for the potential
design and implementation of such rates, subject to Commission pre-approval that the
costs of the study are recoverable in rates.

While the Commission notes that a study regarding low-income discount rates
would be a reasonable study, the Commission cannot at this time approve including costs

related to that study in future base rates because the costs are not currently known. If a

385 West Settlement Testimony, Exhibit BKW-1S at 15.
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study were to be conducted, the reasonableness of the costs of such study would be
determined in a future proceeding.

Miscellaneous Tariff Revisions

Kentucky Power also proposed various minor text changes to its tariff. Unless
otherwise stated in this Order, the Commission finds that the proposed changes are
reasonable and should be approved.

FINANCING OF EXTRAORDINARY OR DEFERRED COSTS
KENTUCKY POWER’S SECURITIZATION PROPOSAL

In its application, Kentucky Power stated that securitization is a process where a
utility can sell a cash flow generating asset for an upfront payment.3 The cash flow
generating asset is an intangible property right authorized by legislation and created by a
financing order.28” The property right includes the right to impose on the utility’s existing
and future customers the charges necessary to pay the interest, principal, and other
ongoing costs associated with the securitized property.388

As described by Kentucky Power, a utility sells the property right to a special
purpose entity that is created solely for the securitization transaction.3®® The special
purpose entity is bankruptcy remote, which is designed to protect the buyers of the bonds
and increase the price and marketability of the bonds.3*® To have the funding necessary

to make the purchase of the property right, the special purpose entity issues bonds to

386 Direct Testimony of Katrina Niehaus (Niehaus Direct Testimony) (filed Jun. 29, 2023) at 12.
387 Niehaus Direct Testimony at 12.

388 Neihaus Direct Testimony at 12—-13.

389 Neihaus Direct Testimony at 12.

39 Neihaus Direct Testimony at 12.

-92- Case No. 2023-00159



investors with the property right as collateral.>®* The investors, or purchasers of the
bonds, pay an upfront price to the special purpose entity.3? The special purpose entity
then passes the funds back to the utility.3% The utility then continues to perform its routine
billing and collecting from customers.3% The utility then remits the funds to the special
purpose entity, which holds the funds until it periodically distributes them to investors.3%

Kentucky Power indicated it will create a special purpose entity, BondCo, that will
be a Delaware limited liability company (LLC), and it will be a wholly owned subsidiary of
Kentucky Power.2%¢ The LLC agreement will contain provisions to make the special
purpose entity bankruptcy remote.®®” Pursuant to a purchase and sale agreement,
Kentucky Power will sell, assign, transfer, and convey all right to the securitized property
to the special purpose entity.2%® According to KRS 278.670(19), the securitized property
will also include the right to impose, bill, charge, and collect a securitized surcharge.3®°
The securitized surcharge is nonbypassable and imposed on all current and future retail

customer bills.*®® The securitized surcharge will provide for an amount to pay the

391 Neihaus Direct Testimony at 13.
392 Neihaus Direct Testimony at 13.
398 Neihaus Direct Testimony at 13.
394 Neihaus Direct Testimony at 14.
395 Neihaus Direct Testimony at 14.
39 Neihaus Direct Testimony at 16.
397 Neihaus Direct Testimony at 16.
398 Neihaus Direct Testimony at 17.
399 Neihaus Direct Testimony at 18.

400 Neihaus Direct Testimony at 19.
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principal, interest, and upfront and ongoing financing costs of the securitized bonds.*%!
There will also be a process to adjust the amount of securitized surcharge (True-Up
Mechanism) to ensure the amounts collected by the securitized surcharge are sufficient
to pay the bond obligations.40?

Kentucky Power proposed to sell as securitized bonds approximately $471.2
million in deferred costs from previously approved regulatory assets.*%® Kentucky Power
requested approval to issue securitized bonds for multiple extraordinary storm costs. The
storm expense regulatory assets were incurred in 2020,4%4 2021,%%5 2022,4%6 and 2023.4%7
The total amount requested for extraordinary storm regulatory assets is approximately

$79 million.

401 Neihaus Direct Testimony at 19.
402 Neihaus Direct Testimony at 19.
403 Application at 17.

404 Case No. 2020-0000368, Electronic Application of Kentucky Power Company for an Order
Approving Accounting Practices to Establish a Regulatory Asset Related to the Extraordinary Expenses
Incurred by Kentucky Power Company in Connection with Three 2020 Major Storm Events (Ky. PSC Feb.
5, 2021) and Case No. 2021-00135, Electronic Application of Kentucky Power Company for an Order
Approving Accounting Practices to Establish a Regulatory Asset Related to the Extraordinary Expenses
Incurred by Kentucky Power Company in Connection with the December 24-25, 2020 Snow Storm (Ky.
PSC Apr. 5, 2021).

405 Case No. 2021-00129, Electronic Application and Request for Decision by April 5, 2021, of
Kentucky Power Company for an Order Approving Accounting Practices to Establish a Regulatory Asset
Related to the Extraordinary Expenses Incurred by Kentucky Power Company in Connection with Three
February 2021 Major Storm Events (Ky. PSC Apr. 5, 2021) and Case No. 2021-00402, Electronic
Application of Kentucky Power Company for an Order Approving Accounting Practices to Establish a
Regulatory Asset Related to the Extraordinary Expense Incurred by Kentucky Power Company In
Connection with the March 1, 2021 Major Storm Event (Ky. PSC Mar. 18, 2021).

406 Case No. 2022-00293, Electronic Application of Kentucky Power Company for an Order
Approving Accounting Practices to Establish a Regulatory Asset Related to the Extraordinary Expenses
Incurred in Connection with June 2022 and July 2022 Major Storm Events (Ky. PSC Sept. 28, 2022).

407 Case No. 2023-00137, Electronic Application of Kentucky Power Company for an Order
Approving Accounting Practices to Establish a Regulatory Asset Related to the Extraordinary Expenses
Incurred by Kentucky Power Company in Connection with the March 3, 2023, March 25, 2023, March 25,
2023, and April 1, 2023 Major Event Storms (Ky. PSC June 5, 2023).
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Additionally, Kentucky Power requested to securitize other deferred costs.
Kentucky Power’s Big Sandy Unit 2 was retired in May 2015,4% and Kentucky Power was
permitted to recover the costs of decommissioning Big Sandy Unit 1 through the
Decommissioning Rider over a 25-year period on a levelized basis including carrying
costs at the approved WACC.%%° The estimated balance of the Decommissioning Rider
is $289,193,517 and is more than 50 percent of the deferred costs requested to be
securitized.*1°

Kentucky Power also requested to securitize the Rockport Deferral Regulatory
Asset that was estimated at $52,253,087 at the time of the Application.#!* Kentucky
Power was granted a regulatory asset for the $50 million in non-fuel, non-environmental
Rockport UPA expenses that were deferred as part of a settlement in Case. No. 2017-
00179.#*2 The Rockport Deferral Regulatory Asset and carrying charges would be

recovered on a WACC of 9.11 percent until the regulatory asset is recovered.*'3

408 Direct Testimony of Timothy Kerns (Kerns Direct Testimony) at 8.

409 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 Jun. 22, 2015).

410 Application at 19.

411 Application at 18—19.

412 Case No. 2017-00179, 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 (Ky. PSC Jan. 18, 2018).

413 Case No. 2017-00179, Jan. 18, 2018 Order, Appendix A at 5.
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Subsequently, the Commission approved a five-year amortization period for the Rockport
Deferral Regulatory Asset and that the WACC should be updated in later rate cases.*!*

Kentucky Power requested that Tariff P.P.A. Under-Recovery Regulatory Asset be
securitized.*®> As of the date of the Application, the under-recovery has been
approximately $50,453,564.416 Kentucky Power stated Tariff P.P.A. Under-Recovery
Regulatory Asset is entirely deferred costs that are not ongoing utility investments or
operating costs.*!” The Commission notes that the Tariff P.P.A. under-recovery is
regulatory asset resulting from accrual accounting for a rider with a true-up provision, not
a regulatory asset explicitly approved by the Commission to defer expenses for future
recovery. For the purposes of the securitization transaction, there is not a distinction
between the kinds of regulatory assets, but the Commission finds that the Tariff P.P.A.
under-recovery is a regulatory asset for purposes of securitization.

The value of the requested regulatory assets including the carrying costs at the

approved WACC as of June 30, 2023, provided by Kentucky Power is as follows?*!8:

414 Case No. 2022-00283, Electronic Investigation of Kentucky Power Company Rockport Deferral
Mechanism (Ky. PSC Dec. 8, 2022).

415 See Kentucky Power Tariff Sheet No. 35-1 through 35-3 for the formula to determine the amount
of the under-recovery.

416 Application at 18.
417 West Direct Testimony at 26.

418 Application at 18.
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Expected Balance
Line FERC as of
Mo. |Regulatory Asset Description Case Mo. Subaccount(s) June 30, 2023
1 1823376
i Please Refer 1823378
3 - L 1823379
T Decommissioning Rider Regulatory Asset to Application 1823380 % 289,193,517
— Exhibit 4
5 1823517
] 1B23518
7 |January 2020 Wind Storm & 646,479
8 |&pril 2020 Thunderstorm 2020-00368 5 474 BS6
8 |April 2020 Wind Storm 5 9,843,199
10 |December 2020 Snow Storm 2021-00135 1823620 5 1,043,892
11 | 2020 Storm Incremental O&M 5 12,008,426
12 |Less: Amount in Base Rates 5 (1,498 582)
13 | 2020 Storm Expense Deferral Regulatory Asset ] 10,509,844
14 |February 2021 lce and Snow Storms 2021-00129 5 46,199,297
15 |February 2021 Major Flood 2021-00402 5 826,495
16 | 2021 Storm Incremental O&M 1823623 5 47,025,792
17 |Less: Amount in Base Rates 5 (1,029 783)
18 | 2021 Storm Expense Deferral Regulatory Asset S 45,996,003
19 |June 2022 Thunderstorm and Wind Storm 5 3,401,582
- . 2022-00255
20 |July 2022 Historic Flood 5 11,449 177
21 | 2022 Storm Incremental O&M 1823608 5 14 850,759
22 |Les=s: Amount in Base Rates 5 (1,012 478)
23 | 2022 Storm Expense Deferral Regulatory Asset ] 15,838,283
24 |March 2023 Wind Storm (March 3, 2023) 5 5,285,455
25 |March 2023 Wind Storm (March 25, 2023) 5 1,028,326
26 |April 2023 Wind Storm 5 5,643,197
27 | 2023 Storm Incremental O&M - Estimate 2023-00137 1823722 5 9,966,578
28 |Less: Amount in Base Rates 5 (1,012,476)
29 | 2023 Storm Expense Deferral Regulatory Asset - Estimate 5 B.954,502
2017-00179 1873430
30 |Rockport Deferral Regulatory Asset 2020-00174 1873431 5 52,253,087
2022-00285
Tariff P.P.A. Under-Recovery Regulatory Asset 2017-00175
31 . 2020-00174 1823557 § 50,453,564
{Under-Recovered Since lanuary 2020)
2022-00416

32 |Tma| Regulatory Assets Requested for Securitization _ S 471,198,800 |

Kentucky Power stated that it will suspend the Decommissioning Rider and the

Rockport Deferral when new base rates are approved, if securitization is also
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approved.*’® The Commission approved the proposed securitization, with some
modifications, in the January 10, 2024 Financing Order in this case.

The Commission’s Financing Order provides a detailed analysis and the specific
parameters necessary for Kentucky Power to successfully securitize the regulatory
assets. However, the Commission believes that a general discussion, in light of the fact
that securitization does impact rates, would be helpful to the public and create an
additional level of transparency. The Commission is approving securitization in the full
amount requested by Kentucky Power. Based on the application, Kentucky Power
intended to suspend collection of the Decommissioning Rider and the Rockport Deferral,
if the Commission approved securitization, and as discussed above, Kentucky Power’s
retail rates approved herein will reflect the suspension of those regulatory assets.*?° As
a result, a customer’s bill will decrease temporarily. However, if and when the sale of the
bonds is completed, a customer would then see a new surcharge on their bill.

An approved surcharge will appear on a customer’s bill in accordance with the
Tariff approved in the Financing Order upon completion of the sale of the bonds. At this
time, neither Kentucky Power nor the Commission can put a monetary amount on the
surcharge; however, the Commission reiterates that the securitization of these regulatory
assets results in a net present value savings for the customer. The Financing Order
contains each statutory requirement contained within the Act, including a true-up
mechanism to ensure that the surcharge allows for appropriate recovery for the ongoing

expenses.

419 Wiseman Direct Testimony at 19.

420 \Wiseman Direct Testimony at 19. If for some reason the bond sale did not go through, Kentucky
Power would resume collection of those two riders.
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Insofar as wholesale customers are currently allocated and are paying for any of
the regulatory assets proposed to be securitized, such as Decommissioning Rider
Regulatory Asset, and to the extent the rates paid by wholesale customers at the time of
securitization include amortization expense related to the regulatory assets to be
securitized, Kentucky Power should defer as a regulatory liability any revenues actually
received from wholesale customers related to that amortization expense after the date of
issuance of the securitized bonds. This regulatory liability will be reviewed in a
subsequent rate proceeding. This will ensure Kentucky Power is not paid twice for any
portion of a regulatory asset and ensure retail customers get the benefit of wholesale
customers’ contribution to the regulatory assets, as retail customers will be paying the
entirety of securitized surcharges.

IT IS THEREFORE ORDERED that:

1. The rates and charges proposed by Kentucky Power are denied.

2. The rates and charges as set forth in Appendix C to this Order are approved
as fair, just and reasonable for Kentucky Power, and these rates and charges are

approved for service rendered on and after January 16, 2024.

3. Kentucky Power’s motion to approve the Settlement is denied.

4. Kentucky Power’s request to create the Distribution Reliability Rider is
denied.

5. Except for the tariffs that have been modified or denied, Kentucky Power’s

proposed settlement tariffs are approved as filed.
6. Kentucky Power’s proposal to extend the bill due date from 15 days after

issuance of the bill to 21 days after issuance of the bill is approved.
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7. Kentucky Power’s proposal to remove reference to the delayed payment
charge from the non-residential rate schedules and include the charge in the terms and
conditions section of the tariff is denied. If Kentucky Power chooses to remove the
delayed payment charge amount from the non-residential rate schedules, it must still
include a reference to the section of the tariff containing the amount of the charge.

8. Kentucky Power’s proposal to break out the demand charge on commercial
and industrial customer bills is approved.

9. Kentucky Power shall remove the Decommissioning Rider and
Securitization Financing Rider from the customer bill formats included with the
compliance tariff. If securitized bonds are issued, Kentucky Power shall file updated bill
formats that include the Securitization Financing Rider. If securitized bonds are not
issued, Kentucky Power shall file updated sample bill formats that include the
Decommissioning Rider once it is reinstated.

10. Kentucky Power’s proposal to add language to the Street Lighting and
Outdoor Lighting tariffs stating that requested lighting locations must be reasonably
accessible by Kentucky Power’s trucks is approved.

11. Kentucky Power’s proposal to close Tariff NUG to new customers and to
eliminate the commissioning and startup power provisions is approved.

12. Kentucky Power’'s proposal to rename the Franchise Tariff to City’s
Franchise Tariff is approved.

13.  Kentucky Power’s proposal to increase the Tariff R.E.A. rate to $0.40 and
to change the company match from a one-to-one match to a two-to-one match is

approved.
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14.  Kentucky Power’s proposal to continue the K-PEGG Program and maintain
Tariff K.E.D.S. is approved.

15. Kentucky Power’s proposal to remove the Eastern Kentucky Fuel Relief
Fund Tariff is approved.

16. Kentucky Power’s proposal to establish the Optional Rate R.S. Seasonal
Provision Tariff is denied.

17. Kentucky Power’s proposal to update the avoided capacity cost rates in its
Cogeneration and Small Power Production Tariffs to reflect the known net CONE through
the 2025/2026 delivery year is approved.

18. Kentucky Power’s proposal to recover the costs of Commission approved
financial power hedging program related contract settlements and related contract costs
is denied as moot as the proposed Hedging Program was denied.

19. Kentucky Power’s proposed changes to Tariff FAC to include hedging are
denied as moot as the proposed Hedging Program was denied.

20.  Kentucky Power’s proposed changes to Tariff P.P.A. to remove PJM LSE
OATT expenses are granted.

21. Kentucky Power’s proposed DRR is denied.

22.  Kentucky Power’s proposed Solar Garden Program is denied.

23. Kentucky Power’'s proposal to change the name of the Tariff F.T.C. to
Federal Tax Change Tariff is denied.

24.  Kentucky Power’s proposed changes to Tariff F.T.C. to reflect the current
amortization amounts are approved.

25. Kentucky Power’s proposed changes to Tariff F.T.C. to flow through the

CAMT are denied.
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26. Kentucky Power’s proposal to flow the ADIT benefit related to the non-
decommissioning rider regulatory assets approved for securitization back to customers
through Tariff F.T.C. is approved.

27. Kentucky Power’s proposed changes to its Tariff E.S., monthly reporting
forms, and the ECP to reflect the expiration of the Rockport UPA and general updates
are approved, with adjustments as discussed in this Order.

28.  Kentucky Power’s proposal to update the subscription rates for Rider R.P.O.
is approved.

29. Kentucky Power shall add language to the Decommissioning Rider Tariff
stating that collection is temporarily suspended pending the securitization of the
regulatory asset and that if Kentucky Power is unable to issue securitization bonds, the
Decommissioning Rider will be reinstated.

30. Kentucky Power shall add a provision to Tariff E.D.R. requiring appropriate
security from the customer to cover the estimated Economic Development Rate discounts
should the customer terminate the contract before the end of its term.

31. Kentucky Power’s proposed language to limit when residential customers
are disconnected for non-payment is approved.

32. Kentucky Power shall, if it determines that Commission approval of the
service reconnection standards that would enable residential customers to be
reconnected based on to-be-determined partial payment and repayment plan terms is not
required, notify the Commission of the plan terms through a post-case filing in this
proceeding.

33.  Within 20 days of the date of this Order, Kentucky Power shall file with the

Commission, using the Commission’s electronic Tariff Filing System, new tariff sheets

-102- Case No. 2023-00159



setting forth the rates, charges, and modifications approved or as required herein and
reflecting their effective date and that they were authorized by this Order.

34.  Within 60 days of the date of service of this Order, Kentucky Power shall
refund to each customer all amounts collected from that customer in excess of the rates
approved in this Order for service rendered on or after January 16, 2024, through the date
of entry of this Order.

35.  Kentucky Power shall file its request for a PLR, including any narrative or
information provided to the IRS, 30 days before it is submitted to the IRS.

36. Kentucky Power shall notify the Commission of the ruling and its effect on
the NOLC ADIT within 15 days of receiving the PLR in a post-case filing referencing this
case number.

37. This case remains open for further related proceedings.
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APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2023-00159 DATED JAN 19 2024

ONE HUNDRED NINETY-SIX PAGES TO FOLLOW

Page 1 of 197



) #

1%

"4
% " ( &
+
#H # M-
/ + b
! & # 1'$
+ 1
12 # ,# & + #
+ 4
8 3O #1 !

#

%
2& ,

$#

+

# 2 3(4(*544 06

, % & #H

#+

41 (4(*

%, 1

#h

%)) %=z

(9%

I 38 <=*.

)

<

1

+ #H2#

#3

$BU% 2 --
%

.4=4(54=*.
04(C ((*5*.>>
04( 0=450*>>

%)) %
(049 #
- < +
)
<
+# P4

@3

1

#1703

#3

$8% 2 --

%o 1% (%44
.404>5 >0A

A06 ((=5(*44

A06 (0*56 ..

B2%

2C

$ 2)B C 9%

+ #



KentuckyPowerCompan:
Exhibit BKW-1S

CaseNo. 2023-0015
SettlemenAgreemer
Pagel of 195

COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

Electronic Application Of Kentucky Power Company
For (1) A General Adjustment Of Its Rates For Electric
Service; (2) Approval Of Tariffs And Riders; (3)
Approval Of Accounting Practices To Establish
Regulatory Assets And Liabilities; (4) A
Securitization Financing Order; And (5) All Other
Required Approvals And Relief

Case No. 2023-00159

N N N N N N N

SETTLEMENT AGREEMENT

This Settlement Agreement is made and entered into this 17th day of November, 2023, by
and among Kentucky Power Company (fiKentucky Powero or iCompanyo); Kentucky Industrial
Utility Customers, Inc. (iKIUCO0); Walmart Inc. (iWalmarto); and Mountain Association,
Appalachian Citizens Law Center, Kentuckians for the Commonwealth, and Kentucky Solar
Energy Society (collectively, fiJoint Intervenorso). Kentucky Power, KIUC, Walmart, and Joint
Intervenors are collectively referred to herein as the fiSignatory Parties.0

RECITALS
1. On June 29, 2023, Kentucky Power filed an application pursuant to KRS 278.180, KRS
278.190, KRS 278.220, KRS 278,670, et seq., KRS 65.114, and the rules and regulations of the
Public Service Commission of Kentucky (iCommissiono), seeking an annual increase in retail
electric rates and charges totaling $93,935,727, approval and issuance of a securitization
financing order, approval of accounting practices to establish regulatory assets or liabilities, and
authority to implement or amend certain tariffs and riders.
2. On July 10, 2023, Kentucky Power tendered documents to cure certain filing deficiencies

identified by the Commission. By Order entered July 20, 2023, the Commission found that
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Kentucky Power cured the filing deficiencies and deemed the Companybs June 29, 2023
Application filed as of July 14, 2023. The Companybs June 29, 2023 application, as
supplemented on July 10, 2023, and deemed filed as of July 14, 2023, is hereinafter referred to as
the fiApplication.o

3. KIUC, Walmart, Joint Intervenors, the Attorney General of the Commonwealth of
Kentucky (fiAttorney Generalo), and SWVA Kentucky, LLC (iSWVAO) filed motions for full
intervention in Case No. 2023-00159. The Commission granted the intervention motions. The
Attorney General and KIUC proceeded jointly throughout the pendency of this proceeding and
are referred to herein collectively as iIAG-KIUC.0

4. The Attorney General and SWVA are not Signatory Parties to, but do not oppose, this
Settlement Agreement and will not cross-examine any witnesses during the evidentiary hearing
in this case.

5. The Signatory Parties, the Attorney General, and SWVA collectively are referred to in
this Settlement Agreement as the fiParties.0

6. Certain of the Parties filed written testimony in this proceeding, raising issues regarding
the Companybs Application.

7. The Parties have had a full opportunity for and have engaged in substantial discovery,
including the filing of written data requests and responses.

8. Kentucky Power offered the Parties, along with Commission Staff, the opportunity to
meet and review the issues presented by Kentucky Powerds Application and for the purposes of

settlement.
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9. The Signatory Parties, representing diverse interests and viewpoints, have reached a
complete settlement of all issues raised in this proceeding and have executed this Settlement
Agreement for purposes of documenting and submitting their agreement to the Commission for
approval. The Signatory Parties agree that this Settlement Agreement provides for fair, just, and
reasonable rates. It is the intent and purpose of the Signatory Parties to express their agreement
on a mutually satisfactory resolution of all issues in this proceeding.
10.  The Signatory Parties understand that this Settlement Agreement is not binding upon the
Commission but believe it is entitled to careful consideration by the Commission. The Signatory
Parties agree that this Settlement Agreement, viewed in its entirety, constitutes a reasonable
resolution of all issues in this proceeding.
11.  The Signatory Parties request that the Commission issue an Order approving this
Settlement Agreement in its entirety pursuant to KRS 278.180, KRS 278.190, KRS 278.220,
KRS 278,670, et seq., and KRS 65.114, including the rate increase, rate structure, and tariffs as
described herein. This request is based upon the belief that the Partiesd participation in
settlement negotiations and the materials on file with the Commission adequately support this
Settlement Agreement. Adoption of this Settlement Agreement in its entirety will lessen the
need for the Commission and the Parties to expend significant resources in litigation of this
proceeding and will eliminate the possibility of, and any need for, rehearing or appeals of the
Commissionos final Order herein.

NOW, THEREFORE, for and in consideration of the mutual promises, agreements, and

covenants set forth herein, the Signatory Parties hereby agree as follows:
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AGREEMENT

1. Kentucky Powerds Application. Except as modified in this Settlement Agreement,

Kentucky Powerds Application is approved as filed.

2. Revenue Increase.

A. Effective for service rendered on and after January 15, 2024, Kentucky Power
shall implement a base rate adjustment sufficient to generate additional annual retail revenues of
$74,666,028. The annual retail revenue amount represents a $19,269,699 reduction from the
$93,935,727 sought in the Companybs Application. The $74,666,028 retail revenue amount
represents an overall increase of 10.76% on test year retail revenue. A residential customer with
average monthly usage of 1,500 kwWh would see a 10.6% increase over current billed amounts as
a result of the implementation of rates designed based on this revenue requirement. Combined
with the implementation of the Companyds proposals related to the Decommissioning Rider and
Tariff P.P.A. following Commission approval of the Settlement Agreement, however, and
conditioned upon the securitized bonds being issued,® a residential customer with 1,500 kWh of
monthly usage will experience an early 2024 bill increase of 3.2% over current billed amounts. 2
ExHiBIT 1 provides a detailed summary of the adjustments to the Companybs proposed overall
revenue requirement as agreed to in this Settlement Agreement. The significant concessions and
adjustments are described below. ExHIBIT 2 provides estimated typical bill impacts under the
terms of this Settlement Agreement, including estimated typical bill impacts after
implementation of the Companybs proposals related to the Decommissioning Rider and Tariff

P.P.A.

! See Direct Testimony of Cynthia G. Wiseman at 19.

2 This anticipated bill increase is exclusive of the increase that will occur as a result of the securitization surcharge
proposed to be recovered through the Securitization Financing Rider.

4
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B. Kentucky Power agrees to allocate the $74,666,028 in additional annual revenue
as illustrated in ExHiBIT 3. This allocation incorporates the AG-KIUC recommendation, except
that the Residential Class allocation will be reduced by $500,000 with a corresponding increase
to Rate I.G.S.

C. Return on Equity; Cost of Capital.  The Signatory Parties agree to the following

with regard to the Companyos return on equity (IROEO0) and cost of capital:
i. Kentucky Power shall be authorized a 9.75% ROE for base rates.
ii. A 9.65% ROE will be applicable to the equity component of the
Companybs riders to which a weighted average cost of capital (I\WACCO) is applied.

iii. Kentucky Power will allocate the Mitchell Coal Stock Adjustment
proportionally across its proposed capital structure rather than allocating that adjustment solely
to short-term debt. The updated calculation of the Companyds cost of capital is shown in
EXHIBIT 4.

D. Rate Base. =~ The Signatory Parties agree to the following adjustments to rate
base amounts identified in the Application:
I. The Signatory Parties agree to the following regarding the Companyds net
operating loss carryforward (iINOLC0):

a. A return on the stand-alone NOLC? will be excluded from the base
rate revenue requirement in this proceeding. Instead, that amount will be deferred to a regulatory
asset (INOLC Regulatory Asseto) until base rates including the stand-alone NOLC are effective
following a future base rate case. The Company will contemporaneously establish an NOLC

Regulatory Liability that offsets the NOLC Regulatory Asset. Kentucky Power will not accrue a

3 The NOL deferred tax asset (\IDTAG0), measured at the current corporate income tax rate.

5
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carrying charge on the NOLC Regulatory Asset or the NOLC Regulatory Liability. The
Company will separately track within its accounting records the return on the reduction to excess
protected taxes, or deficient taxes, due to the establishment of the stand-alone NOL DTA, along
with the annual impact to the cost of service (collectively, the iINOLC Deficient Taxeso).
b. Recovery of the NOLC Regulatory Asset and NOLC Deficient
Taxes is contingent upon the Companyos receipt of a private letter ruling (fPLR0) from the
Internal Revenue Service (1IRS0) verifying the Companybs position that it is a normalization
violation to exclude the NOLC and NOLC Deficient Taxes from the calculation of the
Companyébs revenue requirement. Following receipt of a PLR verifying the Companyds position,
the Company shall reverse the NOLC Regulatory Liability and be entitled to both (i) recover the
NOLC Regulatory Asset and the NOLC Deficient Taxes over a three-year period through base
rates established in the first base rate case filed following receipt of the PLR, and (ii) adjust the
excess deferred income tax regulatory liability to reflect the deficient deferred income taxes
related to the stand-alone NOLC. If the Company receives a PLR that states that inclusion of the
NOLC is not necessary to comply with the normalization requirements, the Company shall
reverse the NOLC Regulatory Asset and NOLC Regulatory Liability.
C. The Company will not object to Commission Staff collaborating

with the Parties to provide a position to the IRS regarding the Companybs NOLC PLR request.

ii. The Signatory Parties agree that all of the rate base adjustments proposed
by AG-KIUC Witness Kollen, except for those related to the treatment of prepaid pension and
other post-employment benefit (I1OPEBO0) assets and the treatment of accumulated deferred

income taxes (RADITO0) on certain regulatory assets proposed for securitization as detailed in
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paragraphs 2.D.ii.a and 2.D.ii.b below should be accepted. The impact of these adjustments is a
reduction to the Companybs revenue requirement of $11.879 million.

a. The Signatory Parties agree with AG-KIUC Witness Kollends
recommendation to exclude from rate base all pension and OPEB assets and liabilities, net of
related ADIT, subject to the exclusion from the Companybs base rates of the current annual level
of cost savings related to pension and OPEB originally included in the Companyés cost of
service.* The impact of this adjustment is a net increase to the Companyos revenue requirement
of $0.363 million.

b. Subject to Commission approval of the Companyabs application for
a financing order authorizing the Company to securitize the Rockport Deferral Regulatory Asset,
Tariff P.P.A. Under-Recovery Regulatory Asset, and Storm Expense Deferral Regulatory Assets
identified in the Companyds Application (collectively, the iNon-Decommissioning Rider
Regulatory Assetso), and subject to the Companyds issuance of securitized bonds that include the
Non-Decommissioning Rider Regulatory Assets, Kentucky Power will flow the ADIT benefit
related to the Non-Decommissioning Rider Regulatory Assets approved for securitization back
to customers through Tariff F.T.C. at its Commission-approved WACC, with an annual true-up
to address over/(under) recovery. The first year additional F.T.C. credit from this adjustment is
estimated to be approximately $3.1 million. The amount of costs to be securitized requested in
the Companybs Application and summarized in the Direct Testimony of Company Witnesses

Messner (Figure FDM-2, page 9) and Walsh (page 19) will be increased to remove the present

4 See Order at 11-12, In The Matter Of: Electronic Application Of Kentucky Power Company For (1) A General
Adjustment Of Its Rates For Electric Service; (2) Approval Of Tariffs And Riders; (3) Approval Of Accounting
Practices To Establish Regulatory Assets And Liabilities; (4) Approval Of A Certificate Of Public Convenience And
Necessity; And (5) All Other Required Approvals And Relief, Case No. 2020-00174 (Ky. P.S.C. January 13, 2021).

7
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value of the return on ADIT related to the Rockport Deferral Regulatory Asset. Going forward,
Kentucky Power will not include the Non-Decommissioning Rider Regulatory Asset ADIT
amounts in rate base, because the ADIT benefit will be provided to customers through Tariff
F.T.C.

iii. Kentucky Power shall normalize Corporate Alternative Minimum Tax
(ACAMTO) and include the accrued CAMT deferred tax asset in rate base. Kentucky Power will
not flow-through CAMT through Tariff F.T.C. The impact of this adjustment is an increase to
the Companybs revenue requirement of $.064 million.

E. Operating Expenses. The Signatory Parties agree to the following adjustments to

the operating expense amounts identified in the Application:

i Kentucky Power shall update payroll expense as set forth in the
Companyts September 29, 2023 supplemental response to AG-KIUC 1-31. The impact of this
adjustment is a reduction to the Companyds revenue requirement of $0.285 million.

ii. Kentucky Power will adopt AG-KIUC Witness Kollends operating
expense adjustments related to incentive compensation, SERP expense, and 401(k) matching
expense for employees who also participate in the pension plan, as well as AG-KIUC Witness
Kollents adjustment to exclude amortization of NOL ADIT, subject to the paragraph 2.D.i
above. The impact of these adjustments is a reduction to the Companyos revenue requirement of
$6.585 million.

iii. Kentucky Power will adopt 50 percent of AG-KIUC Witness Kollends
adjustment to reduce the amount of property tax expense in base rates. The impact of this

adjustment is a reduction to the Companyobs revenue requirement of $1.114 million.
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iv. Kentucky Power will adjust factoring expense related to the sale of
accounts receivable in base rates to reflect the mid-point of AG-KIUC Witness Kollends and
Company Witness Whitneybs calculations. The impact of this adjustment is an increase to the
Companybs revenue requirement of $3.073 million.

V. Kentucky Power will adjust the tax expense for interest synchronization
adjustment, discussed in the Direct Testimony of Company Witness Schlessman, from $1.84
million to $2.45 million due to proposed changes in rate base. The impact of this adjustment is
an increase to the Companyobs revenue requirement of $0.609 million.

Vi. Kentucky Power will forgo recovery of the approximately $11.52 million
in test year Winter Storm Elliott peaking unit equivalent (iPUEO) expense and the approximately

$4.02 million in non-FAC eligible PUE expense incurred between March 31, 2020 and March

31, 2023.
3. Securitization.
A. The Signatory Parties agree that the Commission should approve the Companybs

request for a financing order to securitize the regulatory assets identified in the Companyds
Application, and that the regulatory assets requested for securitization are comprised of
prudently incurred costs. Ratemaking treatment of certain tax benefits related to Non-
Decommissioning Rider Regulatory Assets is described in paragraph 2.D.ii.b above.

B. The Signatory Parties agree that the securitization financing order should clarify
that the deferred income taxes that are not recoverable in future rates (referred to in KRS
278.676(1)(0)) relate only to deferred income taxes that are known and estimable now, and that
the Financing Order does not preclude the reflection in future retail rates of future changes in the

corporate income tax rate.
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4, Distribution Reliability Rider (iDRR0). The Signatory Parties agree to the following

regarding the DRR proposed by the Company in the Application:

A The Signatory Parties agree that the Commission should approve the Companyds
proposed DRR and DRR Work Plan for an initial 5-year term that coincides with the term of the
Companybs proposed DRR Work Plan. The Company may in a future proceeding seek
Commission approval to continue the DRR beyond the initial 5-year term, but in the event the
Company does not seek approval to extend the DRR beyond the initial 5-year term, it shall
automatically sunset at the conclusion of the term. The Company will provide notice of filing
any application to continue the DRR beyond its initial 5-year term to the Parties
contemporaneously with that applicationds filing. Any Partyds position in this case related to the
DRR shall not bind that Party in any future proceeding related to continuation of the DRR
beyond the initial 5-year term discussed herein.

B. Beginning in 2024, the Company will file its annual DRR Work Plan for review,
and for approval if material modifications are proposed, by the Commission by September 1 of
the year preceding the start of the proposed DRR Work Plan. The September 1 filing also will
include a progress update on current-year DRR projects. The Company will make its annual
DRR filing to update the rate by February 15 of each year for rates effective for the first billing
cycle for April, as proposed in the Direct Testimony of Michael M. Spaeth. The Company will
also provide in the February 15 filing a summary of DRR projects completed in the previous year
(beginning with the February 15, 2025 filing) and a progress update on current-year projects.

C. Annual DRR rate increases will be capped at 1% of the prior yeards total retail

revenue.

10
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D. The Company will have the ability to rollover unused annual DRR revenue
requirement amounts year-to-year.

E. To ensure that expenditures recovered through the DRR are incremental to the
Companyos existing distribution expenditures recoverable through base rates, a DRR baseline
will be established annually based on 5-year average historical distribution base rate spending
and adjusted for inflation by the Handy-Whitman Distribution Plant Index.

5. Solar Garden Program. The Signatory Parties agree to the following adjustments to

the Solar Garden Program proposed by the Company in the Application:

A. The Company will add battery storage to the Solar Garden Program, if the
combined solar plus storage project passes the economic test set forth in Company Witness
Vaughanis Direct Testimony.

B. The Company will consider the locational benefits for the distribution grid when
selecting locations for Solar Garden Program facilities and will provide a report to the
Commission defining those benefits for each Solar Garden Project.

C. The Company will evaluate and may in the future propose to expand the Solar
Garden Program beyond the initial 25 MW aggregate limit if it is successful in securing the
initial 25 MW.

6. Assistance for Vulnerable Residential Customers. The Signatory Parties agree to the

following measures to provide assistance to the Companyos vulnerable residential customers:
A. Kentucky Power agrees to double the shareholder contribution funding Tariff
R.E.A. to $0.80 per meter, or in other words, a two-for-one match of the $0.40 per meter

monthly residential customer Tariff R.E.A. surcharge proposed in the Companyds Application.

11



Kentucky Power Compa
Exhibit BKW-1&

Case No. 2023-001
Settlement Agreeme
Page 12 of 1¢

B. When temperatures are forecast to be 32 degrees or below or 95 degrees or
higher, Kentucky Power will not disconnect service to residential customers for the next 24
hours.

C. Kentucky Power will limit residential disconnections to 8 a.m. through 5 p.m.
Monday through Thursday and 8 a.m. through noon on Friday.

D. Kentucky Power will collaborate with Joint Intervenors to develop service
reconnection standards that enable residential customers to be reconnected based on to-be-
determined partial payment and repayment plan terms. To the extent the Company determines
that Commission approval of the to-be-determined and agreed-upon standards is required, the
Company will make a filing seeking Commission approval of the standards by no later than June
1, 2024.

E. Subject to Commission pre-approval that the costs of the study are recoverable in
rates, Kentucky Power will contract for a comprehensive study to assess whether low-income
discount rates for electric residential customers are appropriate, and for the potential design and
implementation of any such rates. The design and scope of the study will be developed in
consultation with Joint Intervenors and other low-income representatives. At a minimum, the
study shall assess:

i customer eligibility requirements, including income-based eligibility and
eligibility based on participation in or eligibility for certain public assistance programs;
ii. appropriate rate structures, including consideration of tiered discounts for
different income levels;
iii. appropriate recovery mechanisms, including the consideration of

volumetric charges and customer charges;

12
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iv. appropriate verification mechanisms;
V. measures to ensure customer confidentiality and data safeguards;
Vi. outreach and consumer education procedures; and
Vil. the impact that a low-income discount rate would have on the affordability

of delivery service to low-income customers and customers overall.

7. Customer Education and Communication.  The Signatory Parties agree to the following

measures relating to customer education and communication:
A Kentucky Power will make links to information about the USDA REAP program
available to customers on its website.
B. Kentucky Power will collaborate with Joint Intervenors to develop customer
education and communication materials that clearly and transparently explain:
I The Companyos distributed energy resource interconnection requirements,
including materials that explain potential service upgrades required for interconnection.

ii. That customers taking service under Tariffs G.S. and L.G.S. have the
ability to obtain continuous interval demand readings subject to the installation of certain
metering equipment and an energy management system, at the customers expense, which would
provide customers with interval demand information at no additional charge.

iii. How customers taking service under Tariffs G.S. and L.G.S. can request
and obtain historical interval demand readings.
C. Kentucky Power will collaborate with Joint Intervenors to evaluate proposals for
bill format changes designed to increase bill and charge transparency, including separating out

demand charges, subject to billing system character or other limitations.

13
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8. Government Funding for Customer Programs.  Kentucky Power will collaborate with

Joint Intervenors to pursue government funding for customer programs that Joint Intervenors and
Kentucky Power mutually agree would be beneficial, and Joint Intervenors will support
Kentucky Power in its efforts.

0. DSM/EE Programs. The Signatory Parties agree to the following measures relating to

demand side management and energy efficiency (IDSM/EE0) programs:

A Kentucky Power will continue to work collaboratively and meet with interested
Parties for input on developing a cost-effective portfolio of proposed DSM/EE programs,
including programs designed for commercial and low-income residential customers. The
Company will file a proposal to establish a new portfolio of DSM/EE programs (the iDSM
Filingo) by May 1, 2024. Distributed solar and customer-sited battery storage, including a Bring
Your Own Battery program, will be included for evaluation among the programs considered for
the Companybs next DSM Filing.

B. Kentucky Power will ensure that at least 21% of the funding for DSM/EE
programs proposed in its next DSM Filing is allocated to assist low-income customers, including
those who are receiving or may be eligible for LIHEAP assistance. To qualify, a low-income
customerds household income cannot exceed the designated poverty guidelines as administered
by their local community action agency.

C. The Company will meet with interested Parties regarding DSM/EE programs and
ideas annually following Commission approval of the Companyds next DSM Filing.

D. Parties to this case that meet to discuss DSM/EE programs as outlined in
paragraphs 9.A and 9.C will be invited to assist the Company in educating customers about the

opportunities available in any approved programs.
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10. Distributed Energy Resources.  The Signatory Parties agree to the following measures
relating to distributed energy resources:

A. The Company will collaborate with Joint Intervenors and other community
partners on solar energy education, consumer protection, and workforce development programs.

B. Subject to Commission pre-approval that the costs of the market potential study
are recoverable in rates, the Company will contract for a market potential study for customer-
sited battery storage for use as a dispatchable demand response resource.

C. The Company will research battery-demand response program design options to
identify the optimal program features to achieve the greatest benefits for customers and will
include a Bring Your Own Battery program in the Companybs next base rate case if such a
program was not already included in the Companybs next DSM Filing.

D. The Company will evaluate options for and will propose, if cost-effective, a
program to deploy solar plus storage and other microgrid technologies for resilience at critical
facilities and to support essential community services.

11. Renewable Energy RFP Process. In future requests for proposals (ARFPs0) for

renewable energy or storage resources, the Company will continue to use good faith efforts to
ensure the conditions of the RFP do not create biases against distribution-connected resources,
for example, by providing respondents with reasonable timeframes for submitting necessary
applications after the release of the RFP.

12. Notice to Parties Regarding Collaborative Meetings. The Company will provide

reasonable advance notice to the Parties of the scheduled collaborative meetings on vulnerable

residential customer assistance, customer education and communication, DSM/EE plan
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development, and scoping and design for the studies identified in this Settlement Agreement and
discussed above.

13. Tariff Changes.  The Signatory Parties agree that any language changes to tariff sheets
as proposed in the Companybds Application and as modified through the Companyds responses to
discovery and this Settlement Agreement should be approved. An annotated version of the
Companyos tariff sheets reflecting the changes from the clean tariff sheets filed with the
Companyds Application is attached as EXHIBIT 5.

14. Filing of Settlement Agreement; Request for Approval Within Suspension Period.

A. Following the execution of this Settlement Agreement, the Signatory Parties 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
Power may begin billing under the approved adjusted rates as established by this Settlement
Agreement for service rendered on and after January 15, 2024.

B. The Signatory Parties respectfully request prompt Commission approval of this
Settlement Agreement without modification within the suspension period set forth in KRS
278.190(2).

15. Good Faith and Best Efforts to Seek Approval.

A. This Settlement Agreement is subject to approval by the Public Service
Commission of Kentucky.

B. The Signatory Parties 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.

16
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C. Kentucky Power and certain of the other Signatory Parties filed testimony in this
case. Kentucky Power also filed testimony in support of the Settlement Agreement. For
purposes of any hearing, the Signatory Parties agree to waive all cross-examination of the other
Signatory Partiesd witnesses except for purposes of supporting this Settlement Agreement unless
the Commission disapproves this Settlement Agreement prior to the hearing in this case set to
begin on November 28, 2023.

D. The Signatory Parties further agree to support the reasonableness and
enforceability of this Settlement Agreement before the Commission, and to cause their counsel to
do the same, including in connection with any appeal from the Commissionds 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.

16. Failure of Commission to Approve Settlement Agreement. If the Commission does

not accept and approve this Settlement Agreement in its entirety and without modification, then
any adversely affected Signatory Party may withdraw from the Settlement Agreement within the
statutory periods provided for rehearing and appeal of the Commissionds order by (1) giving
written 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 Commissionds order and (2) the conclusion of all rehearings and appeals, all Signatory
Parties that have not withdrawn will continue to be bound by the terms of the Settlement

Agreement as modified by the Commissiongs order.
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17.  Continuing Commission Jurisdiction.  This Settlement Agreement shall in no way be

deemed to divest the Commission of jurisdiction under Chapter 278 of the Kentucky Revised
Statutes.

18. 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.

19.  Complete Agreement.  This Settlement Agreement constitutes the complete agreement

and understanding among the parties to this Settlement Agreement. Any and all 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.

20. Independent Analysis. The terms of this Settlement Agreement are based upon the

independent analysis of the parties to this Settlement Agreement, are the product of compromise
and negotiation, and reflect a fair, just, and reasonable resolution of the issues herein.
Notwithstanding anything contained in this Settlement Agreement, the Signatory Parties
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.

21. Settlement Agreement and Negotiations Are Not an Admission.

A. The 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 fully represents the

objectives of the Signatory Parties or any individual Signatory Party.
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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, binding
on any of the Signatory Parties, or construed against any of the Signatory Parties, 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.

22. Consultation with Counsel.  The Signatory Parties warrant that they have informed,

advised, and consulted with their respective counsel with regard to the contents and significance
of this Settlement Agreement and are relying upon such advice in entering into this agreement.

23.  Authority to Bind.  Each of the individuals signing this Settlement Agreement on

behalf of a Party hereby warrant they are authorized to sign this agreement upon behalf of, and
bind, their respective parties.

24. Construction of Agreement.  This Settlement Agreement is a product of negotiation

among all Signatory Parties, 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 proceeding involving Kentucky Power or any other
utility, except when necessary to support the enforceability of the commitments made in this
Settlement Agreement.

25. Counterparts.  This Settlement Agreement may be executed in multiple counterparts.

26. Future Rate Proceedings. 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.

19



'()*+,- /0 123456789:;<=>?@ABCDEEH] KLMBPQRS TWWXYZ[\]*

_“abcde

fghi JKIA mn

%€ K(Ua( ﬁ@u_/

L f e

S«E+Zip

3

Y

3103

e
jTMeS >e(E'e

"o —CE k— p~

7—Yejin

"% $%&'()*+,-
10123 456/ /
7.8/ &%"9 :;,

" #5% &
oVpgjde rstuavw axypz
japt{l H~
b
%o
lkEpcen @ kj¥xkse!

8 'eEm,fO jcaeu woeS
C-*p ® °oqudi ou —ki p’“
fKleke2 wpe3 oees o fe
KE® <i'n ukjupe

.11

1.1 ovwvecA  AAA

AA



4

*+

GUVW

16\]6 ;

T ZW

/012 ,3456 7

i~

a;; b 9c
,0j1gk96MKI

oW

d9:Ref gh i

>Rm;n=)7

I "#$% &&'()
- [0 +
1+2 3 )(

! # S NH# & #1(

! "HS%E )

89:;<=>? @ABCDEFGHKLMNOP

=C QR2ST
XYZ[ J
rstuvw xyz{|}~<€-.f

ASHT = 1176 UM =240/l | S

JEm; 2f *E%;n=)Z o @M Tt
Te_ "M eezY ¢ £o¥!§0R
ONal I ©HELd7 DEIEET

-Z®

FE6 W zOFCHIT2 MI”

0%

pq



I HSYR )+,
01234567819 6
&& <=>7?

L "% 3% &!
'‘0*+, -/ 0123456789:;<=> ?@ABEPGHIK LMNOP@RSTUVWXYZ
N~ _a bcde _cfgh n]"opa gr]st UVW]x
y~8zcf e y{
ijk ik
I m 1k
Y t1 ez iye fez€ cyev,f,
...gbtt y %of _S«EZ td
yefzee ' “%oZ "e  Zee
DiEhizes it B
S$tte  oZeeex  yeza
i~k %W&“W Zjk
(74
I k 1k
TEo>¥eq | fo8t z 8« “fzry xe tt=
ye? — ttz" [FEMESX
2%k 7>k
I k I k




"% $ %
R (3 ) Yo

IO"#S % &'( )
*+-/  0123456789: ;<=>? @ABDEFGHKL MNOQRBUWXZ[\]*
a bedef C g  hik , bcde, .. tcst %  cSof
Ec berge = tdZ
mno °fo
p o vV 0
qrkgstdu i oSt A LS|
"cC{d* d’Se — {k—
dsg aYbcde“kY g b
d ~i "k{s} Hiie= SMbedes
|S°g Y gy Eceef
mno °fo
VvV W pOo
ss x f yY Z{ | s} Zk aysVYde,s {d
d~ie {s} € e Ysede,
mfw N °fo

V0 P



+,-./01 23

g hijklm Fnopq krsFthu “ hi"kgm fle—igqft—
Zj rsq S$€

V)W veez

Xyz

{ I}s ~ok€ ne 7' t nkY
i¢}ZEf,h a¥le’ <o
Z é .q§ uplij"u t,
knesr'a «=i£- S®
A N SE2 rk3it

.z o)W

fyw

weeNTet  "%h Sc  E ‘o 1eBifklu- «—7Z

Zreenhostc T ezt

)z 5 == Pw

107 YaYow

456789:;=>?@ABCBHEJKMNPQRINVXYZ\ |*_“abcdef

Py o o

#$% & () ! *

ifng

LS %& ()4 -
101213 456 213
7 %89 .:

wWiee

[ty

T i

“eh... kit



*+ - [*0 1 23 /41560
7(8
98
o >?
@AB

0123456789:;<

CD- E+0 FG,2H: I -J+
> KLM+: NO KI *P,N./QR

AT

eiB

O+,

L "# $ % &'( $)

HS %&'()* ey

*6ST/UO VWTXN<Y5: Z[\-]
/" DK4+_"a bc

7dB

e8

;fgN5h REiICLike

5111C>JY 6 >mYno |
>6D2_ p q6N.>*Yj| IF35% =Y

> rskK,M25tNuv Cwx U+6-ybzR
K 2,30 K>~Ne

@AB

9l€

Xe,f U2,NT/UO, tt/

oo Lo Witz Sof

e €

1"#$%8&'
/0
125 '2:31 34



Kentucky Power Compa

Exhibit BKW-1&
Case No. 2023-001
Settlement Agreeme

Page 26 of 1¢

.HQW X F N\ &R7sH
6HWWOHPH Q W KsLIE
&DVH 1R
BHWWOHPHQW 5HY

Line KPCo As-Filed Joint Intervenors® AG-KIUC Settlement
1 Company's Filed Position 93.936
2 Rate Base
3 Adjust NOL ADIT (3.464) (3.464)
4 Adjust Deficient NOL ADIT (0.860) (0.860)
5 Subtract Regulatory Asset ADIT to be Securitized (3.132) -
6 Update Cash Working Capital to Reflect Sale of Receivables (6.728) (6.728)
7 Remove Prepaid Pension and Prepaid OPEB from Rate Base, Net of ADIT (3.429) (2.709)
8 Remove Accounts Payables Balances from CWIP in Rate Base (0.822) (0.822)
9 Remove Accounts Payable Balances from Prepayments in Rate Base (0.006) (0.006)
10 Normalize CAMT and Include DTA in Rate Base 0.064
11 Operating Expenses
12 Correction of Error in Payroll Expense Identified by the Company (0.285) (0.285)
13 Exclude Incentive Compensation Expense Tied to Financial Performance (4.358) (4.358)
14 Exclude SERP Expense (0.147) (0.147)
15 Exclude 401(k) Matching Expense for Employees Who Also Participate in Pension Plan (1.787) (1.787)
16 Adjust Property Tax Expense (2.228) (1.114)
17 Exclude Amortization of Cost of Removal ADIT Regulatory Asset (1.677) -
18 Remove Amortization of Prior Non F.A.C. Eligible Fuel Costs (1.347) (1.347)
19 Exclude Amortization of Asset Deficient Federal NOL ADIT (0.292) (0.292)
20 Increase Interest Expense To Reflect Sale of Receivables 1.675 3.073
21 Remove Pension & OPEB Credit to Expense 3.072
22 Include 3 Year Amortization of Non-FAC Storm Elliott Expense -
23 Adjust Tax Expense for Interest Sync due to Changes in Rate Base 0.609
24 Cost of Capital
25 Reallocate the Mitchell Coal Stock Adjustment Proportionately Across Capital Structure (0.843) (0.868)
26 Reduce Return on Equity from 9.9% to 9.7%° (5.887) (1.686) (1.302)
27 Total Adjustments to KPCo Base Rate Request (5.887) (31.415) (19.270)
28 Total Base Rate Increase 93.936 88.049 62.521 74.666
1 No revenue requirement recommendations aside from ROE at 9.3%, estimated impact included for presentation purposes

2 Settlement includes 9.75% ROE

3DJHRI



Current
Tariff
RS

RS-TOD
On-Peak %
Off-Peak %

GS-SEC

GS-SEC
25%

GS-SEC
50%

GS-PRI
25%

GS-PRI
50%

GS-SUB
25%

GS-SUB
50%

LGS-SEC
Load Factor

LGS-SEC
Load Factor

Proposed

Tariff
RS

RS-TOD
30%
70%

25%

50%

25%

50%

25%

50%

LGS-SEC
40%

LGS-SEC
50%

Billing Demand Metered
Peak OPExc Energy
250

- 500
- 1,000
- 1,200
- 1,400
- 1,500
- 1,700
- 2,000
- 4,000
- 5,000
- 500
- 750
- 1,000
- 1,500
- 2,000
- 3,000
- 250
- 350
- 455
- 750
- 1,000
- 2,000
- 4,000
15 2,738
25 4,563
31 5,658
50 9,125
75 13,688
15 5,475
25 9,125
31 11,315
50 18,250
75 27,375
15 2,738
25 4,563
40 7,300
50 9,125
75 13,688
90 16,425
25 9,125
43 15,695
50 18,250
60 21,900
85 31,025
95 34,675
15 2,738
25 4,563
40 7,300
50 9,125
75 13,688
90 16,425
25 9,125
43 15,695
52 18,980
60 21,900
85 31,025
95 34,675
100 29,200
150 43,800
200 58,400
300 87,600
500 146,000
100 36,500
170 62,050
250 91,250
500 182,500
750 273,750

B R R A =

@O PP Bh B L R R R PP Hw PP P PP BB R R i R R R A PP DD BB @B PP B n

R R R

Current
Bill*

51.14

83.38
147.83
173.61
199.40
212.30
238.06
276.74
534.58
663.50

82.22
112.00
141.81
201.40
260.97
380.14

60.24
72.67
85.75
122.44
153.55
277.95
526.76

406.74
706.97
878.98
1,423.68
2,140.38

739.20
1,238.48
1,538.06
2,486.70
3,734.91

446.54
712.94
1,095.81
1,351.07
1,989.19
2,372.06

1,182.69
1,980.35
2,290.56
2,733.70
3,841.56
4,284.71

747.34
980.27
1,314.65
1,637.58
2,094.88
2,429.26

1,406.46
2,114.56
2,468.61
2,783.33
3,766.80
4,160.20

3,897.62
5,798.26
7,698.88
11,500.12
19,102.63

4,567.49
7,697.27
11,274.16
22,451.94
33,629.72

©® P BB R Y R R IR TS R R Y LR R T Y ©» B PP R Y (R IR T AT ST Y [ R R R R LR R R R R

©® B e PP

Proposed
Bill

57.19

92.71
163.74
192.14
220.55
234.77
263.17
305.79
589.92
731.98

90.21
122.88
155.56
220.90
286.24
416.93

67.48
81.47
96.17
137.45
172.43
312.35
592.21

462.40
809.59
1,000.87
1,606.61
2,403.64

828.47
1,372.39
1,698.76
2732.23
4,092.05

514.94
822.73
1,248.23
1,531.89
2,241.06
2,666.55

1,320.08
2,188.77
2,526.60
3,009.21
4,215.72
4,698.32

854.82
1,122.49
1,491.34
1,737.24
2,351.99
2,720.85

1,573.62
2,341.05
2,724.77
3,065.86
4,131.74
4,558.09

4,402.69
6,549.11
8,695.54
12,988.40
21,574.11

5,053.40
8,513.91
12,468.77
24,827.71
37,186.66

Settlement Base Rate
Increase on Total Bill

ettlemen
Increase with
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ase Rate

PPA and DR Proposals

B P BB PP e

©» B P BB ®P P PP PP R e R e R R R R Y @ P Bh P B L R R I Y R R R

©® o e P

Bill

Increase

6.05

9.33
1591
18.53
21.15
22.47
2511
29.05
55.34
68.48

7.99
10.88
13.75
19.50
25.27
36.79

7.24

8.80
10.42
15.01
18.88
34.40
65.45

55.66
102.62
121.89
182.93
263.26

89.27
133.91
160.70
245.53
357.14

68.40
109.79
152.42
180.82
251.87
294.49

137.39
208.42
236.04
275.51
374.16
413.61

107.48
142.22
176.69
199.66
257.11
291.59

167.16
226.49
256.16
282.53
364.94
397.89

505.07
750.85
996.66
1,488.28
2,/471.48

485.91
816.64
1,194.61
2,375.77
3,556.94

%

Change

11.8%
11.2%
10.8%
10.7%
10.6%
10.6%
10.5%
10.5%
10.4%
10.3%

9.7%
9.7%
9.7%
9.7%
9.7%
9.7%

12.0%
12.1%
12.2%
12.3%
12.3%
12.4%
12.4%

13.7%
14.5%
13.9%
12.8%
12.3%

12.1%
10.8%
10.4%
9.9%
9.6%

15.3%
15.4%
13.9%
13.4%
12.7%
12.4%

11.6%
10.5%
10.3%
10.1%
9.7%
9.7%

14.4%
14.5%
13.4%
13.0%
12.3%
12.0%

11.9%
10.7%
10.4%
10.2%
9.7%
9.6%

13.0%
12.9%
12.9%
12.9%
12.9%

10.6%
10.6%
10.6%
10.6%
10.6%

$
$
$
$
$
$
$
$
$
$

@ P PO BB R R R e R R R e ©P P PO BB ©“ P B BB R R A R R e

AR

Bill
Increase

2.68
3.47
5.09
573
6.37
6.69
7.36
8.32
14.77
18.00

223
2,77
3.27
4.30
5.35
7.43

179
2.18
2.58
373
4.70
8.58
16.35

17.58
36.12
39.68
50.93
65.73

20.66
20.24
19.96
19.14
18.06

26.22
42.26
49.72
54.66
67.07
74.51

27.81
26.33
25.75
24.94
22.90
22.08

38.70
51.23
54.96
57.43
63.63
67.35

37.74
32.49
29.87
27.53
20.24
17.33

143.04
212.09
281.18
419.37
695.70

91.31
151.83
220.99
437.12
653.26

%

Change

5.2%
4.2%
3.4%
3.3%
3.2%
3.2%
3.1%
3.0%
2.8%
2.7%

2.7%
2.5%
2.3%
2.1%
2.1%
2.0%

3.0%
3.0%
3.0%
3.0%
3.1%
3.1%
3.1%

4.3%
5.1%
4.5%
3.6%
3.1%

2.8%
1.6%
1.3%
0.8%
0.5%

5.9%
5.9%
4.5%
4.0%
3.4%
3.1%

2.4%
1.3%
1.1%
0.9%
0.6%
0.5%

5.2%
5.2%
4.2%
3.7%
3.0%
2.8%

2.7%
1.5%
1.2%
1.0%
0.5%
0.4%

3.7%
3.7%
3.7%
3.6%
3.6%

2.0%
2.0%
2.0%
1.9%
1.9%



LGS-SEC
Load Factor

LGS-SEC
Load Factor

LGS-PRI
Load Factor

LGS-PRI
Load Factor

LGS-PRI
Load Factor

LGS-PRI
Load Factor

LGS-suB
Load Factor

LGS-suB
Load Factor

LGS-suB
Load Factor

LGS-SuB
Load Factor

LGS-TRAN
Load Factor

LGS-TRAN
Load Factor

LGS-TRAN
Load Factor

LGS-TRAN
Load Factor

IGS-SEC
Load Factor

LGS-SEC
60%

LGS-SEC
70%

LGS-PRI
40%

LGS-PRI
50%

LGS-PRI
60%

LGS-PRI
70%

LGS-suB
40%

LGS-suB
50%

LGS-suB
60%

LGS-suB
70%

LGS-TRAN
50%

LGS-TRAN
60%

LGS-TRAN
70%

LGS-TRAN
80%

IGS-SEC
65%

100
170
250
500
750

100
170
250
500
750

125
225
315
550
750

125
225
315
550
750

125
225
315
550
750

125
225
315
550
750

250
350
450
600
750

250
350
450
600
750

250
350
450
600
750

250
350
450
600
750

250
350
450
600

250
350
450
600

250
350
450
600

250
350
450
600

1,000
5,000
10,000
15,000
20,000
1,000

900
4,500
9,000

13,500
18,000
900

43,800
74,460
109,500
219,000
328,500

51,100
86,870
127,750
255,500
383,250

36,500
65,700
91,980
160,600
219,000

45,625
82,125
114,975
200,750
273,750

54,750
98,550
137,970
240,900
328,500

63,875
114,975
160,965
281,050
383,250

73,000
102,200
131,400
175,200
219,000

91,250
127,750
164,250
219,000
273,750

109,500
153,300
197,100
262,800
328,500

127,750
178,850
229,950
306,600
383,250

91,250
127,750
164,250
219,000

109,500
153,300
197,100
262,800

127,750
178,850
229,950
306,600

146,000
204,400
262,800
350,400

474,500
2,372,500
4,745,000
7,117,500
9,490,000

474,500

R RIS LR RIS R TS R R Y R R R Y [ RTINS R R TS TY (R R I R R R R R Ty ©Bh P BB ©® PP BB

R RS

$

5,237.36
8,836.03
12,948.81
25,801.25
38,653.70

5,907.21
9,974.81
14,623.47
29,150.57
43,677.67

4,333.56
7,685.20
10,701.69
18,578.05
25,281.33

5,060.87
8,994.34
12,534.47
21,778.14
29,645.11

5,788.16
10,303.47
14,367.25
24,978.25
34,008.89

6,515.46
11,612.60
16,200.04
28,178.35
38,372.65

7,019.19
9,530.57
12,041.94
15,808.99
19,576.04

8,038.97
10,958.25
13,877.54
18,256.45
22,635.38

9,058.74
12,385.93
15,713.13
20,703.91
25,694.71

10,078.52
13,813.63
17,548.73
23,151.37
28,754.03

7,764.61
10,574.15
13,383.69
17,598.00

8,754.74
11,960.33
15,165.91
19,974.29

9,744.85
13,346.49
16,948.13
22,350.57

10,734.98
14,732.65
18,730.34
24,726.86

46,005.68

$ 228,786.68
$ 457,262.94
$ 685,739.19
$ 914,215.45

$

46,005.68

R R Y R R R ©» 0 »n P R R Y R R R Y R R R R LR R R R R ©hp B R R R

[ R R Ty

5,704.12
9,620.12
14,095.57
28,081.31
42,067.06

6,354.84
10,726.35
15,722.37
31,334.91
46,947.46

4,958.10
8,793.68
12,245.72
21,259.34
28,930.51

5,684.99
10,102.08
14,077.47
24,457.64
33,291.83

6,411.88
11,410.48
15,909.22
27,655.95
37,653.16

7,138.76
12,718.87
17,740.98
30,854.25
42,014.48

7,878.89
10,693.79
13,508.70
17,731.05
21,953.39

8,958.79
12,205.65
15,452.52
20,322.81
25,193.12

10,038.69
13,717.52
17,396.35
22,914.59
28,432.84

11,118.60
15,229.39
19,340.18
25,506.36
31,672.55

8,812.24
12,000.48
15,188.73
19,971.08

9,872.91
13,485.43
17,097.94
22,516.71

10,933.60
14,970.39
19,007.17
25,062.35

11,994.28
16,455.33
20,916.39
27,607.98

49,725.43
247,385.44
494,460.46
741,535.48
988,610.49

49,725.43

LR S R @ h B P @ P PO P B [ R R (R R R RN R RN R ®H B e H P LR R i LR

LR

$

466.76
784.09
1,146.76
2,280.06
3,413.36

447.63
751.54
1,098.90
2,184.34
3,269.79

624.54
1,108.48
1,544.03
2,681.29
3,649.18

624.12
1,107.74
1,543.00
2,679.50
3,646.72

623.72
1,107.01
1,541.97
2,677.70
3,644.27

623.30
1,106.27
1,540.94
2,675.90
3,641.83

859.70
1,163.22
1,466.76
1,922.06
2,377.35

919.82
1,247.40
1,574.98
2,066.36
2,557.74

979.95
1,331.59
1,683.22
2,210.68
2,738.13

1,040.08
1,415.76
1,791.45
2,354.99
2,918.52

1,047.63
1,426.33
1,805.04
2,373.08

1,118.17
1,525.10
1,932.03
2,542.42

1,188.75
1,623.90
2,059.04
2,711.78

1,259.30
1,722.68
2,186.05
2,881.12

3,719.75

$18,598.76
$37,197.52
$55,796.29
$74,395.04

$

3,719.75

8.9%
8.9%
8.9%
8.8%
8.8%

7.6%
7.5%
7.5%
7.5%
7.5%

14.4%
14.4%
14.4%
14.4%
14.4%

12.3%
12.3%
12.3%
12.3%
12.3%

10.8%
10.7%
10.7%
10.7%
10.7%

9.6%
9.5%
9.5%
9.5%
9.5%

12.2%
12.2%
12.2%
12.2%
12.1%

11.4%
11.4%
11.3%
11.3%
11.3%

10.8%
10.8%
10.7%
10.7%
10.7%

10.3%
10.2%
10.2%
10.2%
10.1%

13.5%
13.5%
13.5%
13.5%

12.8%
12.8%
12.7%
12.7%

12.2%
12.2%
12.1%
12.1%

11.7%
11.7%
11.7%
11.7%

8.1%
8.1%
8.1%
8.1%
8.1%
8.1%
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$ 3958 0.8%
$ 6391 0.7%
$  9L71 0.7%
$ 17854 0.7%
$ 26537 0.7%
$ (1212 -0.2%
$  (24.02) -0.2%
$  (37.59) -0.3%
$  (80.05) -0.3%
$  (122.49) -0.3%
$ 21467 5.0%
$ 38096 5.0%
$ 53060 5.00%
$ 92138 5.0%
$ 1,253.95 5.0%
$ 180.30 3.6%
$ 31011 3.5%
$  444.03 3.5%
$ 77023 3.5%
$ 1,047.82 3.5%
$ 14594 2.5%
$  257.27 2.5%
$ 35746 2.5%
$  619.06 2.5%
$ 84168 2.5%
$ 11159 1.7%
$ 19543 1.7%
$ 27089 1.7%
$  467.90 1.7%
$ 63556 1.7%
$  199.37 2.8%
$ 26511 2.8%
$ 33086 2.7%
$ 42948 2.7%
$ 52810 2.7%
$ 22086 2.7%
$ 29520 2.7%
$  369.54 2.7%
$ 48106 2.6%
$ 50257 2.6%
$ 24236 2.7%
$ 32530 2.6%
$ 408.23 2.6%
$ 53264 2.6%
$  657.05 2.6%
$ 26384 2.6%
$ 35537 2.6%
$ 44692 2.5%
$ 58423 2.5%
$ 72153 2.5%
$ 36013 4.6%
$ 49018 4.6%
$ 62023 4.6%
$ 81530 4.6%
$ 39355 4.5%
$ 53697 4.5%
$ 68040 4.5%
$ 89552 45%
$ 42699 4.4%
$ 58377 4.4%
$ 74057 4.4%
$  975.77 4.4%
$ 46041 4.3%
$ 63058 4.3%
$  800.73 4.3%
$ 1,055.99 4.3%
$ (166.73) -0.4%
$ (736.48) -0.3%
$ (1,448.69) -0.3%
$ (2,160.88) -0.3%
$ (2,873.09) -0.3%
$ (166.73) -0.4%



5,000
10,000
15,000
20,000

IGS-SEC  IGS-SEC 1,000
Load Factor ~ 85% 5,000
10,000
15,000
20,000
1,000
5,000
10,000
15,000
20,000

IGS-PRI IGS-PRI 1,000
Load Factor ~ 65% 5,000
10,000

15,000

20,000

1,000

5,000

10,000

15,000

20,000

IGS-PRI IGS-PRI 1,000
Load Factor ~ 85% 5,000
10,000

15,000

20,000

1,000

5,000

10,000

15,000

20,000

IGS-SUB  1GS-SUB 1,000
Load Factor ~ 65% 5,000
10,000
15,000
20,000
1,000
5,000
10,000
15,000
20,000

IGS-SUB  1GS-SUB 1,000
Load Factor ~ 85% 5,000
10,000
15,000
20,000
1,000
5,000
10,000
15,000
20,000

IGS-TRAN  IGS-TRAN 5,000
Load Factor ~ 85% 10,000
15,000
20,000
5,000
10,000
15,000
20,000

Current Bill at Nov 1, 2023 rates

4,500
9,000
13,500
18,000

900
4,500
9,000

13,500
18,000

900
4,500
9,000

13,500
18,000

900
4,500
9,000

13,500
18,000

900
4,500
9,000

13,500
18,000

900
4,500
9,000

13,500
18,000

900
4,500
9,000

13,500
18,000

900
4,500
9,000

13,500
18,000

900
4,500
9,000

13,500
18,000

900
4,500
9,000

13,500
18,000

900
4,500
9,000

13,500
18,000

4,500
9,000
13,500
18,000
4,500
9,000
13,500
18,000

2,372,500
4,745,000
7,117,500
9,490,000

620,500
3,102,500
6,205,000
9,307,500

12,410,000

620,500
3,102,500
6,205,000
9,307,500

12,410,000

474,500
2,372,500
4,745,000
7,117,500
9,490,000

474,500
2,372,500
4,745,000
7,117,500
9,490,000

620,500
3,102,500
6,205,000
9,307,500

12,410,000

620,500
3,102,500
6,205,000
9,307,500

12,410,000

474,500
2,372,500
4,745,000
7,117,500
9,490,000

474,500
2,372,500
4,745,000
7,117,500
9,490,000

620,500
3,102,500
6,205,000
9,307,500

12,410,000

620,500
3,102,500
6,205,000
9,307,500

12,410,000

3,102,500
6,205,000
9,307,500
12,410,000
3,102,500
6,205,000
9,307,500
12,410,000

$ 228,786.68
$ 457,262.94
$ 685,739.19
$ 914,215.45

$ 50,021.07
$ 248,863.63
$ 497,416.84
$ 745,970.04
$ 994,523.25
$ 50,021.07
$ 248,863.63
$ 497,416.84
$ 745,970.04
$ 994,523.25

$ 42,511.07
$ 211,313.64
$ 422,316.85
$ 633,320.06
$ 844,323.27
$ 42511.07
$ 211,313.64
$ 422,316.85
$ 633,320.06
$ 844,323.27

$ 46,464.29
$ 231,079.71
$ 461,849.00
$ 692,618.28
$ 923,387.57
$ 46,464.29
$ 231,079.71
$ 461,849.00
$ 692,618.28
$ 923,387.57

$ 35508.40
$ 173,978.25
$ 347,065.55
$ 520,152.86
$ 693,240.16
$ 35508.40
$ 173,978.25
$ 347,065.55
$ 520,152.86
$ 693,240.16

$ 39,420.72
$ 193,539.80
$ 386,188.65
$ 578,837.52
$ 771,486.37
$ 39,420.72
$ 193,539.80
$ 386,188.65
$ 578,837.52
$ 771,486.37

$ 191,915.29
$ 382,313.19
$ 572,711.09
$ 763,109.00
$ 191,915.29
$ 382,313.19
$ 572,711.09
$ 763,109.00

© #H P B

B BB BB

$
$
$
$
$

$
$
$
$
$
$
$
$
$
$

R R R R A

LR A A

247,385.44
494,460.46
741,535.48
988,610.49

54,490.19
271,209.25
542,108.08
813,006.91

1,083,905.74

54,490.19
271,209.25
542,108.08
813,006.91

1,083,905.74

46,575.21
231,634.35
462,958.26
694,282.18
925,606.09

46,575.21
231,634.35
462,958.26
694,282.18
925,606.09

51,096.19
254,239.20
508,167.97
762,096.74

1,016,025.51

51,096.19
254,239.20
508,167.97
762,096.74

1,016,025.51

38,402.09
188,446.73
376,002.53
563,558.33
751,114.12

38,402.09
188,446.73
376,002.53
563,558.33
751,114.12

42,852.71
210,699.81
420,508.68
630,317.55
840,126.42

42,852.71
210,699.81
420,508.68
630,317.55
840,126.42

207,921.75
414,326.09
620,730.44
827,134.78
207,921.75
414,326.09
620,730.44
827,134.78

$18,598.76
$37,197.52
$565,796.29
$74,395.04

$ 4,469.12
$22,345.62
$44,691.24
$67,036.87
$89,382.49
$ 4,469.12
$22,345.62
$44,691.24
$67,036.87
$89,382.49

$ 4,064.14
$20,320.71
$40,641.41
$60,962.12
$81,282.82
$ 4,064.14
$20,320.71
$40,641.41
$60,962.12
$81,282.82

$ 4,631.90
$23,159.49
$46,318.97
$69,478.46
$92,637.94
$ 4,631.90
$23,159.49
$46,318.97
$69,478.46
$92,637.94

$ 2,893.69
$14,468.48
$28,936.98
$43,405.47
$57,873.96
$ 2,893.69
$14,468.48
$28,936.98
$43,405.47
$57,873.96

$ 3,431.99
$17,160.01
$34,320.03
$51,480.03
$68,640.05
$ 3,431.99
$17,160.01
$34,320.03
$51,480.03
$68,640.05

$16,006.46
$32,012.90
$48,019.35
$64,025.78
$16,006.46
$32,012.90
$48,019.35
$64,025.78

8.1%
8.1%
8.1%
8.1%

8.9%
9.0%
9.0%
9.0%
9.0%
8.9%
9.0%
9.0%
9.0%
9.0%

9.6%
9.6%
9.6%
9.6%
9.6%
9.6%
9.6%
9.6%
9.6%
9.6%

10.0%
10.0%
10.0%
10.0%
10.0%
10.0%
10.0%
10.0%
10.0%
10.0%

8.1%
8.3%
8.3%
8.3%
8.3%
8.1%
8.3%
8.3%
8.3%
8.3%

8.7%
8.9%
8.9%
8.9%
8.9%
8.7%
8.9%
8.9%
8.9%
8.9%

8.3%
8.4%
8.4%
8.4%
8.3%
8.4%
8.4%
8.4%

$

(736.48)

$ (1,448.69)
$ (2,160.88)
$ (2,873.09)

$
$
$
$

576.72
2,980.82
5,985.91
8,991.03

$11,996.12

$
$
$
$

576.72
2,980.82
5,985.91
8,991.03

$11,996.12

$
$
$
$
$
$
$
$
$
$

$
$

424.18
2,218.02
4,460.31
6,702.62
8,944.91

424.18
2,218.02
4,460.31
6,702.62
8,944.91

1,005.09
5,122.63

$10,269.52
$15,416.44
$20,563.33

$
$

1,005.09
5,122.63

$10,269.52
$15,416.44
$20,563.33

B A R A

©® B B B

(106.71)
(254.69)
(439.66)
(624.63)
(809.60)
(106.71)
(254.69)
(439.66)
(624.63)
(809.60)

450.25
2,530.19
5,130.10
7,730.00

$10,329.91

$
$
$
$

450.25
2,530.19
5,130.10
7,730.00

$10,329.91

©“ B PP BB PP

1,594.03
3,306.77
5,019.53
6,732.26
1,594.03
3,306.77
5,019.53
6,732.26
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-0.3%
-0.3%
-0.3%
-0.3%

1.2%
1.2%
1.2%
1.2%
1.2%
1.2%
1.2%
1.2%
1.2%
1.2%

1.0%
1.0%
1.1%
1.1%
1.1%
1.0%
1.0%
1.1%
1.1%
1.1%

2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%

-0.3%
-0.1%
-0.1%
-0.1%
-0.1%
-0.3%
-0.1%
-0.1%
-0.1%
-0.1%

11%
1.3%
1.3%
1.3%
1.3%
11%
1.3%
1.3%
1.3%
1.3%

0.8%
0.9%
0.9%
0.9%
0.8%
0.9%
0.9%
0.9%
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Base Rate Total Bill Current Base Proposed Base

Total Current  Current Base Proposed Base Rate Percent Percent Rate Rate

Class Revenue’ Revenue Increase Increase Increase ROR% ROR %

(6] 2 ®3) 4 (5)=4)/@) 6)=(4)/(2) @] (8)

RS $ 301,523,011 $ 227,557,563 $ 37,165,633 16.33% 12.33% 0.85 3.78
GS $ 108,602,300 $ 79,768,125 $ 13,203,326 16.55% 12.16% 7.15 11.29
LGS $ 72,649,168 $ 53,267,675 $ 8,816,936 16.55% 12.14% 13.58 19.54
IGS $ 199,026,460 $ 132,601,117 $ 13,912,289 10.49% 6.99% 3.95 7.52
MW R $ 251,660 $ 167,202 $ 27,675 16.55% 11.00% 16.68 23.06
oL $ 10,018,083 $ 7,822,241 $ 1,294,748 16.55% 12.92% 9.79 13.37
SL $ 1931844 $ 1482715 $ 245,421 16.55% 12.70% 15.15 19.87
Total $ 694,002,526 $ 502,666,638 $ 74,666,028 14.85% 10.76% 3.39 6.83

1. Reflects test year total revenue



Line
No.

®

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

Reapportioned
Kentucky
Jurisdictional
Description Capital

@ ®
Long Term Debt ~ $953,708,560
Short Term Debt 111,251,046

Common Equity 747,579,969

Percentage
of
Total

@
52.62%
6.14%

41.25%

Total $1,812,539,574

100.00%

Annual Weighted

Cost Average
Percentage Cost
Rate Percent
5) (6)=(4)X(5)
4.91% 2.58%
3.73% 0.23%
9.75% 4.02%
6.83%

Gross-up
™

1.0055
1.0055

1.3399
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Pre-Tax Weighted
Average
Cost
Percent

©) =) X(7)

2.59%

0.23%

5.39%

8.21%
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P.S.C. KY. NO. 13 T
CANCELLING P.S.C. KY. NO. 12
Kentucky Power Company
1645 Winchester Avenue
Ashland, KY 41101
www.kentuckypower.com N
Rates, Terms, and Conditions for Furnishing DT
Electric Service
Applicable to the Entire Territory Served by Kentucky Power Company In: DN

Boyd, Breathitt, Carter, Clay, Elliott, Floyd, Greenup, Johnson, Knott, Lawrence,
Leslie, Letcher, Lewis, Magoffin, Martin, Morgan, Owsley, Perry, Pike, and

Rowan Counties. N
Filed with the Kentucky Public Service Commission T
D
DATE OF ISSUE: XXXX XX, XXXX
DATE EFFECTIVE: January 15, 2024
ISSUED BY: /s/ Brian K. West
TITLE: Vice President, Requlatory & Finance

By Authority of an Order of the Public Service Commission
In Case No.: 2023-00159 Dated XXXX XX, XXXX
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P.S.C. KY. NO. 13 ORIGINAL SHEET NO. 1-1

CANCELLING P.S.C. KY. NO. 12 2" REVISED SHEET NO. 1-1

Index

Title Sheet No(s).
Section 1 T Terms and Conditions 2-1thru 2-23
Section 2 T Capacity and Energy Control Program 3-1thru 3-5
Section 3 T Standard Nominal Voltages 4-1
Section 4 - Standard Schedules
R.S. Residential Service 5-1 thru 5-3
R.S.-L.M.-T.O.D. Residential Service Load Management Time of Day 5-4 thru 5-5
R.S.-T.O.D. Residential Service Time of Day 5-6
R.S.-T.0.D.2 Experimental Residential Service Time of Day 5-7 thru 5-8
R.S.D. Residential Demand-Meter Electric Service 5-9
G.S. General Service 6-1 thru 6-3
S.G.S.-T.O.D. Small General Service Time of Day 6-4 thru 6-5
M.G.S.-T.O.D. Medium General Service Time of Day 6-6 thru 6-7
L.G.S. Large General Service 7-1thru 7-3
L.G.S.-T.O.D. Large General Service Time of Day 7-4 thru 7-5
1.G.S. Industrial General Service 8-1 thru 8-2
M.W. Municipal Waterworks 9-1
O.L. Outdoor Lighting 10-1 thru 10-5
S.L. Street Lighting 11-1 thru 11-4
P.A. Pole Attachments 12-1 thru 12-10
T.S. Temporary Service 13-1
Section 5 T Optional Services to Standard Rate Schedules
U.D.G. Underground Differential Cost Schedule 14-1
AFS. Alternative Feed Service Rider 15-1 thru 15-3
R.P.O. Renewable Power Option 16-1 thru 16-2
N.U.G. Non-Utility Generator 17-1 thru 17-2
N.M.S. | Net Metering Service 18-1 thru 18-20
N.M.S. 1l Net Metering Service Il 19-1 thru 19-20
COGEN/SPP | Cogeneration and/or Small Power Production T 100 kW or less 20-1 thru 20-3
COGENY/SPP 11 Cogeneration and/or Small Power Production T Over 100 kW 21-1 thru 21-3
C.S.-l.LR.P. Contract Service T Interruptible Power 22-1 thru 22-2
D.R.S. Demand Response Service 23-1 thru 23-2
V.C.S. Voluntary Curtailment Service 24-1 thru 24-2
E.D.R. Economic Development Rider 25-1 thru 25-4

Section 6 T Adjustment Clauses

R.E.A. Residential Energy Assistance

K.E.D.S. Kentucky Economic Development Surcharge
D.S.M.C. Demand-Side Management Adjustment Clause
S.S.C. System Sales Clause

F.A.C. Fuel Adjustment Clause

P.P.A. Purchase Power Adjustment

E.S. Environmental Surcharge

D.R. Decommissioning Rider

D.R.R. Distribution Reliability Rider

SF.R. Securitization Financing Rider

F.T.C. Federal Tax Change

C.F.F. Citybs Franchise Fee

U.G.R.T. Utility Gross Receipts Tax (School Tax)
K.S.T. Kentucky Sales Tax
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Terms and Conditions of Service

1. Application
Applications may be made in writing, on-line, or via telephone for customers who wish to have the Company provide

electric service. Requests for service are to be made in the Customerds legal name by telephone or online at:
www.kentuckypower.com. The Company has the right to reject any request for service based on 807 KAR 5:006 Section 15
and associated tariffs.

The Company may require verification of ownership of property, lease, applicantds identity, or other requested information.

A copy of the tariffs and standard terms and conditions under which service is to be rendered to the Customer will be
furnished upon request and the Customer shall elect upon which tariff applicable to his service his application shall be
based. A copy of the tariff is also available online at www.kentuckypower.com.

If the Company requires a written agreement from a Customer before service will be commenced, a copy of the agreement
will be furnished to the Customer upon request.

When the Customer desires delivery of energy at more than one point, a separate agreement may be required for each
separate point of delivery. Service delivered at each point of delivery will be billed separately under the applicable tariff.

2. Inspection
The Customer is responsible for the proper installation and maintenance of the customerfs wiring and electrical equipment

and the customer shall at all times be responsible for the character and condition thereof. The Company has no obligation
to undertake inspection thereof and in no event shall be responsible therefore. However, the Company may disconnect or
refuse to connect service if the customerds wiring is deemed unsafe by the Company.

Company may also require a new state electrical inspection should tampering, illegal use or theft of service be the basis for
disconnection service.

Where a Customerbs premises are located in a municipality or other governmental subdivision where inspection laws or
ordinances are in effect, the Company may withhold furnishing service to new installations until the Company has received
evidence that the inspection laws or ordinances have been complied with.

Where a Customerbs premises are located outside of an area where inspection service is in effect, the Company may require
the delivery by the Customer to the Company of an agreement duly signed by the owner and/or tenant of the premises
authorizing the connection to the wiring system of the Customer and assuming responsibility therefore. No responsibility
shall attach to the Company because of any waiver of this requirement.

3. Service Connections
Service connections will be provided in accordance with 807 KAR-5:041, Section 10.

The Customer should in all cases consult the Company before the Customerbs premises are wired to determine the location
of Companyébs point of service connection.

The Company will, when requested to furnish service, designate the location of its service connection. The Customerds
wiring must, except for those cases listed below, be brought outside the building wall nearest the Companyés service wires
s0 as to be readily accessible thereto. When service is from an overhead system, the Customerds wiring must extend at least
18 inches beyond the building. Where Customers install service entrance facilities which have capacity and layout specified
by the Company and/or install and use certain equipment specified by the Company, the Company may supply or offer to
own certain facilities on the Customerds side of the point where the service wires attach to the building.

Continued on Sheet 2-2
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Terms and Conditions of Service Continued T
Service Connections Continued
All inside wiring must be grounded in accordance with the requirements of the National Electrical Code or the requirements
of any local inspection service authorized by a state or local authority.
When a Customer desires that energy be delivered at a point or in a manner other than that designated by the Company, the
Customer shall pay the additional cost of same.
4. Deposits
Prior to providing service or at any time thereafter, the Company may require a cash deposit or other guaranty acceptable to
the Company to secure payment of bills except for customers qualifying for service reconnection pursuant to 807 KAR
5:006, Section 16, Winter Hardship Reconnection. Service may be refused or discontinued for failure to pay the requested
deposit. Upon request from a residential customer the deposit will be returned after 18 months if the customer has
established a satisfactory payment record; but commercial deposits will be retained by the Company during the entire time
that the account remains active.
A. Interest
Interest will be paid on all sums held on deposit at the rate indicated in KRS 278.460. The interest will be applied by
the Company as a credit to the Customerds bill or will be paid to the Customer on an annual basis. If the deposit is
refunded or credited to the Customerds bill prior to the deposit anniversary date, interest will be paid or credited to the
Customerds bill on a pro-rated basis.
The Company will not pay interest on deposits after discontinuance of service to the Customer. Retention of any
deposit or guaranty by the Company prior to final settlement is not a payment or partial payment of any bill for service.
The Company shall have a reasonable time in which to obtain a final reading and to ascertain that the obligations of the
Customer have been fully performed before being required to return any deposits.
B. Criteria for Waiver of Deposit Requirement
The Company may waive any deposit requirement based upon the following criteria, which may be considered by the
Company cumulatively:
i. Satisfactory payment history with the Company, which may be established by paying all bills by due date, having
no disconnections for nonpayment, having no late notices, having no defaulted credit arrangements, having no
returned payments and having no energy diversion or theft of service;
ii. Satisfactory payment history with another utility acceptable to the Company;
ili. Another customer with satisfactory payment history is willing to sign as a guarantor for an amount equal to the
required deposit; or
iv. Providing evidence of other collateral acceptable to Company.
C. Method of Determination T Calculated Deposits T
a. Deposit amounts paid by residential customers shall not exceed a calculated amount based upon actual usage data D

of the Customer at the same or similar premises for the most recent 12-month period, if such information is
available. If the actual usage data is not available, the deposit amount shall be based on the average bills of
similar customers and premises in the customer class. The deposit shall not exceed 2/12 of the Customerbs actual
or estimated annual bill.

b.  Deposit amounts paid by commercial and industrial customers shall not exceed a calculated amount based upon
actual usage data of the customer at the same or similar premises for the most recent 12-month period, if such
information is available. If the actual usage data is not available, the deposit amount shall be based on the typical
bills of similar customers and premises in the customer class. The deposit shall not exceed 2/12 of the customerds
actual or estimated annual bill.

Continued on Sheet 2-3
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D. Additional or Supplemental Deposit Requirement
An additional or supplemental deposit may be required if the Customer does not maintain a satisfactory credit criteria
or payment history. If a change in usage or classification of service has occurred, the customer may be required to pay
an additional deposit up to 2/12 of the annual usage. The Customer will receive a message on the bill informing the
Customer that if the account is not current by the specified date listed an additional or supplement deposit will be
charged to the account the next time the account is billed.

i. Satisfactory payment history is defined as paying all bills by due date, having no disconnections for nonpayment,
having no defaulted credit arrangements, having no returned payments and having no meter diversion or theft of
service.

ii. A nonresidential customer does not maintain satisfactory credit criteria when its credit score at any national
independent credit rating service falls to a level that is deemed to present a risk of nonpayment, including but not
limited to: below a iBB+0 level at Standard and Poords or below fiBalo at Moodyéds. If a nonresidential customer
is not rated by a national independent credit rating service, its credit may be evaluated by using credit scoring
services, public record financial information, or financial scoring and modeling services, and if it is deemed that
the customer presents a risk of nonpayment, a deposit may be required.

E. Recalculation of Customer Deposit
When a deposit is held longer than 18 months, the Customer may request that the deposit be recalculated based on the
Customerbs actual usage. If the amount of deposit on the account differs from the recalculated amount by more than
$10.00 for a residential Customer or 10 percent for a non-residential Customer, the Company may collect any
underpayment and shall refund any overpayment. No refund will be made if the Customerds bill is delinquent at the
time of the recalculation.

5. Payments
Bills will be rendered by the Company to the Customer monthly or in accordance with the tariff selected applicable to the

Customerds service.

A. Equal Payment Plan (Budget)
Nonresidential customers with accounts that are current and that maintain satisfactory credit criteria per paragraph 4(D)
above and all residential customers have the option of paying a fixed amount each month under the Companyés Equal
Payment Plan. The monthly payment amount will be based on one-twelfth of the Customerds estimated annual usage.
The payment amount is subject to periodic review and adjustment during the budget year to more accurately reflect
actual usage. The normal plan period is 12 months, which may commence April through December.

In the last month of the plan (the fisettle-up montho) if the actual usage during the plan period exceeds the amount
billed, the Customer will be billed for the balance due. If an overpayment exists, the amount of overpayment will either
be refunded to the Customer or credited to the last bill of the period. If a Customer discontinues service with the
Company under the Equal Payment Plan, any amounts not yet paid shall become payable immediately.

If a Customer fails to pay bills as rendered under the Equal Payment Plan, the Company reserves the right to revoke the
plan, restore the Customer to regular billing, require immediate payment of any deficiency, and require a cash deposit
or other guaranty to secure payment of bills.

Customers currently enrolled in the Equal Payment Plan whose settle-up month falls within the period December
through February may elect to change their settle-up month to November or March if their Equal Payment Plan account
is current.

If a customer who is currently enrolled in the Equal Payment Plan elects to take service under Tariff N.M.S. 11, such
customer will be removed from the Equal Payment Plan and restored to regular billing.

Continued on Sheet 2-4
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B. Average Monthly Payment Plan
The Average Monthly Payment Plan (AMP Plan) is available to all residential customers and nonresidential customers
with accounts that are current and that maintain satisfactory credit criteria per paragraph 4(D) above.

The AMP Plan is designed to allow the Customer to pay an average amount each month based upon the actual billed
amounts during the past twelve (12) months. The average payment amount is based upon the current monthds total bill
plus the eleven (11) preceding months. That result is divided by the total billing days associated with the billings to
determine a per day average. The daily average amount is multiplied by thirty (30) to determine the current monthds
payment under the AMP Plan. At the next billing period, the oldest monthds billing history is removed, the current
monthds billing is added and the total is again divided by the total billing days associated with the billings to determine
a per day average. Again the daily average amount is multiplied by thirty (30) to find the new average payment amount.
The average monthly payment amount is calculated each and every month in this manner.

If a customer who is currently enrolled in the AMP Plan elects to take service under Tariff N.M.S. Il, such customer
will be removed from the AMP Plan and restored to regular billing.

The difference between the actual billings and the AMP Plan billings will be carried in a deferred balance. Both the
debit and credit differences will accumulate in the deferred balance for the duration of the AMP Plan year, which is
twelve (12) consecutive billing months. At the end of the AMP Plan year (anniversary month), the current monthds
billing plus the eleven (11) preceding monthds billing is summed and divided by the total billing days associated with
the billings to determine a per day average. That result is multiplied by thirty (30) to calculate the AMP Plands monthly
payment amount. In addition, the net accumulated deferred balance is divided by 12. This result is added or subtracted
to the calculated average payment amount starting with the next billing of the new AMP plan year and will be used in
the average payment amount calculation for the remaining AMP plan year. Settlement occurs only when participation
in the AMP Plan is terminated. This happens if any account is final billed, if the customer requests termination, or at
the Companyébs discretion when the customer fails to make two or more consecutive monthly payments on an account
by the due date. The deferred balance (debit or credit) is then applied to the billing now due.

In such instances where sufficient billing history is not available, an AMP Plan may be established by using the actual
billing history available throughout the first AMP Plan year.

C. All Payments
All bills are due and payable within twenty-one (21) days after their mailing date. Failure to receive a bill will not ND
entitle a Customer to any discount or to the remission of any charges for non-payment within the time specified. The
word fimontho as used herein and in the tariffs is hereby defined to be the elapsed time between 2 successive meter
readings approximately 30 days apart.

In the event of the stoppage of or the failure of any meter to register the full amount of energy consumed, the Customer
will be billed for the period based on an estimated consumption of energy in a similar period of like use.

Delayed Payment Charge N
The tariffs of the Company are met if the account of the Customer is paid within the time limit specified in the tariff

applicable to the Customerfs service. On all non-residential accounts not so paid, an additional charge of 5% of the ND
unpaid balance will be applied. Any one delayed payment charge billed against the Customer for non-payment of bill ND

or any one forfeited discount applied against the Customer for non-payment of bill may be remitted, provided the
Customerbs previous accounts are paid in full and provided no delayed payment charge or forfeited discount has been
remitted under this clause during the preceding six months.
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6. Payment Arrangements
In accordance with 807 KAR 5:006 Section 14(2), Kentucky Power shall negotiate and accept reasonable payment
arrangements at the request of a residential customer who has received a termination notice for failure to pay. Payment
arrangements will include the following reasonable provisions:

a. Partial Payment Plans are available up to the day prior to the termination date printed on a customerds termination
notice.

b.  Partial Payment Plans are available only for current balances and balances up to 30 days in arrears.

c.  Any balance more than 30 days in arrears must be paid in full at least one business day prior to the date the Partial
Payment Plan is established.

d.  Customers with delinquent or otherwise unsatisfied Partial Payment Plans may not be eligible for a Partial
Payment Plan.

e.  Unpaid deposit amounts are not eligible for inclusion in a Partial Payment Plan.

f.  Company reserves the right to refuse unverifiable third-party pledges toward a customerds obligations under a
Partial Payment Plan.

g. Customer shall be advised, in writing or by telephone, the date and the amount of payment(s) due. Service may be
terminated without additional notice if the Customer fails to meet the obligations of the agreed plan.

h. It is the responsibility of the customer presenting the Medical Certificate to contact the Company to negotiate a
payment arrangement based upon the customerds ability to pay. The payment arrangement shall require that the
account become current no later than October 15.

i.  Customers presenting Certification from the Cabinet for Health and Family Services must do so during the initial
10 day termination notice period. As a condition of the 30-day extension, the customer shall exhibit good faith by
entering into a payment arrangement.

7. Underground Service
When a real estate developer desires an underground distribution system within the property which he is developing or when
a Customer desires an underground service, the real estate developer or the Customer as the case may be, shall pay the
Company the difference between the anticipated cost of the underground facilities so requested and the cost of the overhead
facilities which would ordinarily be installed in accordance with 807 KAR 5:041, Section 21, and the Companyds
underground service plan as filed with the Public Service Commission. Upon receipt of payment, the Company will install
the underground facilities and will own, operate and maintain the same.

Please see Tariff Sheet No. 14-1 for the underground differential cost schedule.

8. Companybs Liability
The Company will use reasonable diligence in furnishing a regular and uninterrupted supply of energy, but does not
guarantee uninterrupted service. The Company shall not be liable for damages in case such supply should be interrupted or
fail by reason of an event of Force Majeure. Force Majeure consists of an event or circumstance which prevents Company
from providing service, which event or circumstance was not anticipated, which is not in the reasonable control of, or the
result of negligence of, the Company, and which, by the exercise of due diligence, Company is unable to overcome or avoid
or cause to be avoided. Force Majeure events includes acts of God, the public enemy, accidents, labor disputes, orders or
acts of civil or military authority, breakdowns or injury to the machinery, transmission lines, distribution lines or other
facilities of the Company, or extraordinary repairs.

Unless otherwise provided in a contract between the Company and Customer, the point at which service is delivered by
Company to Customer, to be known as fidelivery point,o shall be the point at which the Customerds facilities are connected
to the Companyds facilities. The metering device is the property of the Company. The meter base, connection, grounds and
all associated internal parts inside the meter base are customer owned and are the responsibility of the customer to install
and maintain. The Company shall not be liable for any loss, injury, or damage resulting from the Customerds use of their
equipment or occasioned by the energy furnished by the Company beyond the delivery point.
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Companysbs Liability Continued

Any new installation, upgrade or other modification of an existing meter installation shall be made using only Company-
supplied or Company-approved meter bases. A list of Company-approved meter bases and specifications can be found on
the Companybs website at: www.kentuckypower.com.

The Customer shall provide and maintain suitable protective devices on their equipment to prevent any loss, injury or
damage that might result from single phasing conditions or any other fluctuation or irregularity in the supply of energy. The
Company shall not be liable for any loss, injury or damage resulting from a single phasing condition or any other fluctuation
or irregularity in the supply of energy which could have been prevented by the use of such protective devices. The Company
shall not be liable for any damages, whether direct, incidental or consequential, including, without limitation, loss of profits,
loss of revenue, or loss of production capacity occasioned by interruptions, fluctuations, or irregularity in the supply of
energy.

The Company is not responsible for loss or damage caused by the disconnection or reconnection of its facilities. The
Company is not responsible for loss or damages caused by the theft or destruction of Company facilities by a third party.

The Company will provide and maintain the necessary line or service connections, transformers (when same are required by
conditions of contract between the parties thereto), meters and other apparatus, which may be required for the proper
measurement of and protection to its service. All such apparatus shall be and remain the property of the Company.

9. Customerbs Liability
In the event of loss or injury to the property of the Company through misuse by, or the negligence of, the Customer or the
employees of the same, the cost of the necessary repairs or replacement thereof shall be paid to the Company by the
Customer.

Customers will be responsible for tampering with, interfering with, or breaking the seals of meters, or other equipment of the
Company installed on the Customerbs premises. The Customer hereby agrees that no one except the employees of the
Company shall be allowed to make internal or external adjustments to any meter or any other piece of apparatus, which shall
be the property of the Company.

The Company shall have the right at all reasonable hours to enter the premises of the Customer for the purpose of installing,
reading, removing, testing, replacing or otherwise disposing of its apparatus and property, and the right of entire removal of
the Companyébs property in the event of the termination of the contract for any cause. The Company may assess charges
based on electric usage and damages to all Company equipment.

10. Extension of Service
The electric facilities of the Company shall be extended or expanded to supply electric service to all residential Customers
and small commercial Customers which require single phase line where the installed transformer capacity does not exceed
25 KVA in accordance with 807 KAR 5:041, Section 11.

The electric facilities of the Company shall be extended or expanded to supply electric service to Customers other than those
named in the above paragraph when the estimated revenue is sufficient to justify the estimated cost of making such
extensions or expansions as set forth below.
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Extension of Service Continued

For services to be delivered to Commercial, Industrial, Mining and multiple housing project Customers up to and including
estimated demands of 500 KW requiring new facilities, the Company will: (a) where the estimated revenue for one year
exceeds the estimated installed cost of new local facilities required, provide such new facilities at no cost to the Customer;
(b) where the estimated revenue for one year is less than the installed cost of new local facilities required, the Customer will
be required to pay a contribution in aid of construction equal to the difference between the installed cost of the new facilities
required to service the load and the estimated revenue for one year; (c) if the Company has reason to question the financial
stability of the Customer and/or the life of the operation is uncertain

or temporary in nature, such as construction projects, oil and gas well drilling, sawmills and mining operations, the
Customer shall pay a contribution in aid of construction, consisting of the estimated labor cost to install and remove the
facilities required plus the cost of unsalvageable material, before the facilities are installed.

For service to be delivered to Customers with demand levels higher than those specified above, the annual cost to serve the
Customerds requirements shall be compared with the estimated revenue for one year to determine if a contribution in aid of
construction, and/or a special minimum and/or other arrangement may be necessary. The annual cost to serve shall be the
sum of the following components:

i The annual fixed costs of the generation, transmission and distribution facilities related to the Customerds
requirements. These fixed costs will be calculated at 21.95% of the value to be based on the year-end embedded
investment depreciated in all similar facilities of the Company.

ii. The annual energy cost based on the latest available production costs related to the Customerds estimated annual
energy use requirements.

iii. The annual fixed costs of the new local facilities necessary to provide the service requested calculated at 21.95%
of the installed cost of such facilities.

If the estimated revenue for one year is greater than the cost to serve as describe herein, the Company may provide any new
local facilities required at no cost to the Customer. If the estimated revenue for one year is less than the cost to serve as
described herein, the Company will require the Customer to pay a contribution in aid of construction equal to the difference
between the annual cost to serve as calculated and the estimated revenue for one year divided by 21.95%, but in no case to
exceed the installed cost of the new facilities required. If, however, the annual cost to serve excluding the cost of new
facilities paid for by the Customer exceeds the estimated revenue for one year, the Company, will, in addition to a
contribution in aid of construction, require a special minimum or other arrangement to compensate the Company for such
deficiency in venue.

Except where service is rendered in accordance with 807 KAR 5:041, Section 11, as described herein, the Company may
require the Customer to execute an Advance and Refund Agreement where the Company reasonably questions the longevity
of the service or the estimated energy use and demand requirements provided by the Customer. Under the Advance and
Refund Agreement, the Customer shall pay the company the estimated total installed cost of the required new facilities
which advance could be refunded over a five year period under certain circumstances. Over the five year period the
Customer?d electric bill would be credited each month up to the amount of 1/60th of the total amount advanced.

11. Extension of Service to Mobile Home
The electrical facilities of the Company will be extended or expanded to supply electric service to mobile homes in
accordance with 807 KAR 5:041, Section 12.

12. Location and Maintenance of Company Equipment
The Company shall have the right to construct its poles, lines and circuits on the property, and to place its transformers and
other apparatus on the property or within the building of the Customer, at a point or points convenient for such purposes, as
required to serve such Customer, and the Customer shall provide suitable space for the installation of necessary measuring
instruments so that the latter may be protected from injury by the elements or through the negligence or deliberate acts of the
Customer or of any employee of the same.
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13.

14.

15.

16.

Terms and Conditions of Service Continued

Billing Form
Pursuant to 807 KAR 5:006, Section 7, copies of the billing forms used by the Company are shown on Sheet Nos. 2-14 thru

2-23.

Rate Schedule Selection

The Company will explain to the Customer, at the beginning of service or upon request, the Companyads rates available to the
Customer. Company will assist Customer in the selection of the rate schedule best adapted to Customerds service
requirements, provided, however, that Company does not assume responsibility for the selection or that Customer will at all
times be served under the most favorable rate schedule.

Customer may change their initial rate schedule selection to another applicable rate schedule at any time by either written
notice to Company and/or by executing a new contract for the rate schedule selected, provided that the application of such
subsequent selection shall continue for 12 months before any other selection may be made. In no case will the Company
refund any monetary difference between the rate schedule under which service was billed in prior periods and the newly
selected rate schedules.

Monitoring Usage
At least once quarterly the Company will monitor the usage of each customer according to the following procedure:

a. The Customerds monthly usage will be compared with the usage of the corresponding period of the previous year.

b.  If the monthly usage for the two periods is substantially the same or if any difference is known to be attributed to
unique circumstances, such as unusual weather conditions, common to all customers, no further review will be made.

c.  Ifthe monthly usage is not substantially the same and cannot be attributed to a readily identified common cause, the
Company will compare the Customerds monthly usage records for the 12-month period with the monthly usage for the
same months of the preceding year.

d.  If the cause for the usage deviation cannot be determined from analysis of the Customerds meter reading and billing
records, the company will contact the Customer to determine whether there have been changes that explain the
increased or decreased usage.

e.  Where the deviation is not otherwise explained, the Company will test the Customerds meter to determine whether it
shows an average error greater than 2 percent fast or slow.

f.  The Company will notify the Customer of the investigation, its findings, and any refunds or back billing in accordance
with 807 KAR 5:006, Section 11(4) and (5).

In addition to the quarterly monitoring, the Company will immediately investigate usage deviations brought to its attention
as a result of its on-going meter reading, billing processes, or customer inquiry.

Use of Energy by Customer
The tariffs for electric energy given herein are classified by the character of use of such energy and are not available for
service except as provided herein.

Upon the expiration of an electric service contract, if required by the terms of the tariff, the Customer may elect to renew the
contract upon the same or another tariff published by the Company available to the Customer and applicable to the
Customerds requirements, except that in no case shall the Company be required to maintain transmission, switching or
transformation equipment different from or in addition to that generally furnished to other Customers receiving electrical
supply under the terms of the tariff elected by the Customer.

The service connections, transformers, meters and appliances supplied by the Company for each Customer have a definite
capacity and no additions to the equipment, or load connected thereto, will be allowed except by consent of the Company.
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Use of Energy by Customer Continued

The Customer shall install only motors, apparatus or appliances which are suitable for operation with the character of the
service supplied by the Company, and which shall not be detrimental to same, and the electric energy must not be used in
such a manner as to cause unprovided-for voltage fluctuations or disturbances in the Companybs transmission or distribution
system. The Company shall be the sole judge as to the suitability of apparatus or appliances, and also as to whether the
operation of such apparatus or appliances is or will be detrimental to its general service.

No attachment of any kind whatsoever may be made to the Companysbs lines, poles, cross arms, structures or other facilities
without the express written consent of the Company.

All apparatus used by the Customer shall be of such type as to secure the highest practicable commercial efficiency, power
factor and the proper balancing of phases. Motors which are frequently started or motors arranged for automatic control
must be of a type to give maximum starting torque with minimum current flow, and must be of a type, and equipped with
controlling devices, approved by the Company. The Customer agrees to notify the Company of any increase or decrease in
his connected load

The Company will not supply service to Customers who have other sources of electrical energy supply except under tariffs
that specifically provide for same.

The Customer shall not be permitted to operate generating equipment in parallel with the Companyds service except with
express written consent of the Company.

Resale of energy will be permitted only with express written consent by the Company.

17. Residential Service
Except as otherwise provided in these tariffs, individual residences shall be served individually with single-phase secondary
service under the applicable residential service tariff. Customer may not take service for 2 or more separate residences
through a single point of delivery under any tariff. Exclusions may be allowed pursuant to 807 KAR 5:046 (Prohibition of
master metering).

The residential service tariff shall cease to apply to that portion of a residence which becomes regularly used for business,
professional, institutional or gainful purposes, which requires three phase service or primary service or which requires
service to motors in excess of 10 HP each. Under these circumstances, Customer shall have the choice of: (1) separating the
wiring so that the residential portion of the premises is served through a separate meter under the residential service tariff,
and the other uses as enumerated above are served through a separate meter or meters under the applicable general service
tariff; or (2) taking the entire service under the applicable general service tariff.

Detached building or buildings, actually appurtenant to the residence, such as a garage, stable or barn, may be served by an
extension of the Customerds residence wiring through the residence meter and under the applicable residential service tariff.

18. Denial or Discontinuance of Service
The Company reserves the right to refuse or discontinue service to any customer if the customer is indebted to the Company
for any service theretofore rendered at any location. Service will not be supplied or continued to any premises if at the time
of application for service the Applicant is merely acting as an agent or person or former customer who is indebted to the
Company for service previously supplied at the same, or other premises, until payment of such indebtedness shall have been
made.
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Denial or Discontinuance of Service Continued

Unpaid balances of previously rendered Final Bills may be transferred to any account for which Customer has responsibility
and may be included on initial or subsequent bills for the account to which the transfer was made. Such transferred Final
Bills, if unpaid, will be a part of the past due balance of the account to which they are transferred. When there is no lapse in
service, such transferred Final Bills will be subject to Companyés collections and disconnect procedures in accordance with
807 KAR 5:006, Section 15(1)(f). Final Bills transferred following a lapse in service will not be subject to disconnection
unless: (1) such service was provided pursuant to a fraudulent application submitted by Customer; (2) Customer and
Company have entered into a contractual agreement which allows for such a disconnection; or (3) the current account is
subsequently disconnected for service supplied at that point of delivery, at which time, all unpaid and past due balances
must be paid prior to reconnect.

19. Special Charges

a. Reconnection and Disconnect Charges
In cases where the Company has discontinued service as herein provided for, the Company reserves the right to assess a
reconnection charge pursuant to 807 KAR 5:006, Section 9 (3)(b), payable in advance, in accordance with the
following schedule. However, those Customers qualifying for Winter Hardship Reconnection under 807 KAR 5:006
Section 16 shall be exempt from the reconnect charges.

Reconnect for nonpayment during regular hours $4.70
Reconnect at the end of the day (no fiCall Outo required) $30.00
Reconnect for nonpayment when a fiCall Outo is required prior to 8:00PM

(A fiCall Outo is when an employee must be called in to work on overtime basis $95.00

to make the reconnect trip. Reconnection for nonpayment will not be made

when a fiCall Outo after 8:00 p.m. is required)
Reconnect for nonpayment when double time is required (Sunday and Holiday) $124.00
Termination or field trip $4.70

The reconnection charge for all Customers where service has been disconnected for fraudulent use of electricity will be
the actual cost of the reconnection.

b.  Meter Read Check
Pursuant to 807 KAR 5:006, Section 9(3)(d) in cases where a customer requests a meter be reread, and the second
reading shows the original reading was correct, the Customer will be charged a fee of $21.00 to cover the handling
cost.

c. Returned Check Charge
In cases where a customer pays by check, which is later returned as unpaid by the bank for any reason, the Customer
will be charged a fee of $14.65 to cover the handling costs.

d. Meter Test Charge
Where test of a meter is made upon written request by the Customer pursuant to 807 KAR 5:006, Section 19, the

Customer will be charged $48.00 if such test shows that the meter was not more than two percent (2%) fast.
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Special Charges Continued

e.  Work Performed on Companyés Facilities at Customerds Request
Whenever, at the request and for the benefit of the Customer, work is performed on the Companyés facilities, including
the relocation, or replacement of the Companyés facilities, the Customer shall pay to the Company in advance of the
Company undertaking the work the estimated total cost of such work. This cost shall be itemized by major categories
and shall include the Companyés overheads and shall be credited with the net value of any salvageable material. The
actual cost for the work performed shall be calculated at the completion of the work and the appropriate charge or
refund will be made to the Customer.

Reasonable notice of not less than three working days shall be given to the Company for all requested work except for
the covering of the Companysds lines. Notice of any request for the Company to cover its lines shall be given at least
two days in advance. The Company will endeavor to comply with all timely requests, but work may be delayed
because of demands on the Companyds personnel and equipment.

If the cost, as calculated above, is $500 or less for covering the Companybs distribution facilities no charge will be
imposed. All costs in excess of $500 for covering the Companyos distribution facilities shall be paid by the Customer,
in advance of the Company undertaking the work. The actual cost for the work performed shall be calculated at the
completion of the work and the appropriate charge or refund will be made to the customer.

20. Refunds to Residential Customers
The Company may make a refund to residential customers by one of the following means: a credit to the Customerés bill, a
prepaid card, or a check or electronic funds transfer (EFT).

The Company acting through its customer service representative shall fully address and resolve any customer complaints or
disputes related to: (a) the accuracy of the names and last known addresses of the customer to receive prepaid cards; (b) the
effective delivery and receipt of the prepaid cards; and (c) the amount of any refunds.

21. Alerts and Subscriptions
Kentucky Power offers an optional Mobile Alert Service for customers through which participating customers can elect to
receive notifications from the Company via e-mail or text message. The Company provides billing and payment alerts and
alerts relating to outages. These alerts are supplemental to standard communications from the Company and to the extent
any discrepancies exist between the information contained in the mobile alerts and the information contained in standard
communications from the Company, the information in the standard communications from the Company shall prevail.

Customers interested in receiving mobile alerts from Kentucky Power may sign up for the service through the Companyds
website at www.kentuckypower.com. The full terms and conditions of participating in the Kentucky Power Mobile Alert
Service are included on the Companyos website. Customers wishing to participate in Kentucky Powerés Mobile Alert
Service and to receive alerts via e-mail should add communications@kentuckypower-mail.com to the customerds email
address book or spam filter to avoid alert communications from Kentucky Power being directed to spam. Customers are
advised to contact their e-mail service provider for instructions on how to add addresses to an address book or spam filter if
needed.

E-mail addresses from which alerts are sent through the Mobile Alert Service are used for sending e-mails only. Any e-
mails sent to those addresses will not be received by the Company and the Company will not respond. Any electronic
communication to the Company should be sent to Communications@kentuckypower-mail.com.

There is no charge from the Company for the Mobile Alert Service; however, message and data rates may apply. Customers
are advised to verify message and data rates with their cellular and internet service providers.

Information regarding the types of alerts and the Mobile Alert Service in general are provided below.
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Alerts and Subscriptions Continued

Billing and Payment Alerts

Billing and payment alerts provided through Kentucky Powerds Mobile Alert Service are in addition to regular billing
statements, payment notifications, disconnect notices, or other standard communications sent by Kentucky Power or its third
party partners as required by law, regulation, or tariff filed by Kentucky Power or its subsidiaries. These alerts are not a
replacement for any regular billing statement, payment notifications, disconnect notices, or other standard communications.
In the event of a discrepancy between the information provided in a billing or payment alert provided through the Mobile
Alert Service and the information provided in the Companybs standard communication, the information in the standard
communication shall prevail.

Kentucky Power shall not have any liability for any delay or failure to deliver a billing or payment alert or for any mistakes
or errors in any billing or payment alert provided through the Mobile Alerts Service.

Outage Alerts
Kentucky Power provides alerts relating to system outages through its Mobile Alert Service. Outage alerts will be sent

when the Company has evidence of an outage at a subscribed address. Due to variations in equipment from one area to
another, it is possible that the accuracy of outage alerts will vary from one area to another. Recipients shall consider any
outage related information as guidance and not as an absolute guarantee. Kentucky Power will send outage related
notifications based upon available information and does not guarantee that the notifications will be without error.

Planned outages and short-duration outages will normally not generate an outage-related notification. During large-scale
outage events, the frequency and timeliness of outage updates may be impacted.

Kentucky Power shall not have any liability for any delay or failure to deliver an outage-related notification.

General
Kentucky Power does not warrant or guarantee that alerts will be sent or received, and Kentucky Power shall not be
responsible for any lost or misdirected messages.

Customers electing to participate in Kentucky Powerds Mobile Alert Service authorize the Company to contact them via
their elected communication method with transactional messages pertaining to the service. Participation in the Mobile Alert
Service shall be considered as affirmative consent to receive the related messages should these messages ever be classified
as commercial in nature.

Kentucky Power shall not have any liability under any theory of recovery, whether in contract or tort, for any loss or
damages due to delay or failure to deliver an alert through the Mobile Alert Service. Without limiting the previous sentence,
Kentucky Power disclaims any liability, expressed or implied, for indirect or consequential damages arising from a
customerds subscription to Kentucky Powerds Mobile Alert Service.

Customer agrees not to publish, copy, communicate to the public, edit, retransmit, or amend any data received as part of
Kentucky Powerds Mobile Alert Service. The data communicated via the Mobile Alert Service is provided for the
participating customerds personal non-commercial use only and may not be used for any other purpose.

Personal information and data (“Personal Data") provided by customers when using Kentucky Powerds Mobile Alert Service
will only be used by Kentucky Power and its suppliers and contractors for Mobile Alert Service-related purposes. Data
other than Personal Data may be aggregated and used by the Company for the purpose of undertaking market research or in
facilitating reviews, developments and improvements to Kentucky Powerds Mobile Alert Service.
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Terms and Conditions of Service Continued T

Alerts and Subscriptions Continued

Customers participating in the Mobile Alert Service may discontinue a portion of or all alerts at any time by modifying their
alert subscription or by unsubscribing entirely. Customers wishing to modify or unsubscribe from the Mobile Alert Service
may do so at the Companybs website: www.kentuckypower.com or by contacting Kentucky Powerds Customer Operations
Centers at 1-800-572-1113. Kentucky Power will process a request to unsubscribe from the Mobile Alert Service within ten
days of receiving the request. Kentucky Power is authorized to send a communication to a customer requesting to
unsubscribe from the Mobile Alert Service to confirm the request.

The terms and conditions the Companyds Mobile Alert Service shall be governed by applicable state law.

Customers electing to participate in the Companyds Mobile Alert Service agree to the terms and conditions of the service
and further agree that the terms and conditions may be updated from time to time. The Company will provide customers
participating in the Mobile Alert Service with updated terms and conditions as they become effective. Customers
participating in the Mobile Alert Service must take affirmative action to withdraw from the service if the customer does not
agree with any new or updated term or condition of service. Failure to withdraw after an updated term and condition is
provided by the Company means that the customer accepts the new or updated terms and conditions.

Additional Terms and Conditions for E-mail Alerts

If a customer sends an email to Kentucky Power with questions or comments, Kentucky Power may use the customerds e-
mail address and other personal information included in the correspondence in order to respond. If a customer provides the
Company with an e-mail address in order to receive alerts, Kentucky Power may use that e-mail address to send the
customer other types of information.

A customer may unsubscribe from receiving e-mail alerts by clicking the "Unsubscribe" link near the bottom of an e-mail
alert.

Additional Terms and Conditions for Text Message Alerts

Customers may elect to receive text alerts through Kentucky Powerds Mobile Alert Service. For text alerts, message and
data rates may apply consistent with the customerds mobile phone service agreement. Kentucky Power assumes no
responsibility for any service charges received from customerds mobile phone service providers for text alerts received
through the Mobile Alert Service. Kentucky Power is not responsible for and will not be liable for any breach of the terms
of an agreement between a customer electing to receive text alerts through the Mobile Alert System and that customerds
mobile phone service provider or for any mistake that may arise in the billing process.

To receive text alerts from the Company through the Mobile Alert Service, the customer must be the owner or legitimate
user of the mobile phone registered or have the express consent of the owner or legitimate user. Customers electing to
receive text alerts from the Company through the Mobile Alert Service are responsible for providing and maintaining a
mobile phone and ensuring connection to a mobile network capable of receiving the text alerts.

Customers electing to receive text alerts through the Mobile Alert Service acknowledge that the text alerts may, at any time,
be adversely affected by problems with the mobile phone network including, without limitation, interference to the network
coverage. Kentucky Power shall not be responsible or liable for any loss, damage, or expense incurred directly or indirectly
by customers electing to receive text alerts through the Mobile Alert Service as a result of any difficulties experienced by
any cellular phone service provider.

In the event a customer electing to receive text alerts through the Mobile Alert Service changes mobile phone service
providers or telephone number, that customer is required to subscribe again to receive text alerts. If no alerts are sent or
received for eighteen months, a customerds opt-in to that offering will expire. A customer must opt-in again to the program
in order to receive alerts.

Kentucky Power may discontinue text alerts at any time. Customers electing to receive text alerts through the Mobile Alert
Service will receive text alerts from 23711. Customers may unsubscribe from text alerts by texting STOP to 23711 and may
obtain assistance via text by texting HELP to 23711.
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Terms and Conditions of Service Continued T

! KENTUCKY
POWER

Non-Payment/Return Mail:
PO BOX 24401
CANTON, OH 44701-4401

Amount due on or before
MM DD, YYYY $XXX-XX
Bill mailing date is MM DD, YYYY
Account #XXX—XXX-XXX—-X—-X

SERVICE ADDRESS: KENTUCKY RESIDENTIAL, ADDRESS 123, ABC. KY XX00( - XXXX

gl e

KENTUCKY RESIDENTIAL
ADDRESS 123
ABC. KY X000 - XXXX

Current bill summary:
Billing from MM/DD/YY - MM/DD/YY (XX days)

DSM SX.XX

Fuel Adj $X.XX

XXX
es & Fees $X.XX

SXXX. XX

Current Charges

Electric Service $XX.XX

Please tear on dotted line.

Environmental Surcharge

Notes from KPCO:

Make this bill the last one sentin the mail! Go paperless and get
email alerts when your bill is ready. Signup at
kentuckypower.com/paperless!

Usage History (kWh):

.
se 2l e
LA A

MM MM MM MM MM MM

20X%X

MM MM MM MM MM MM MM
20XX

Methods of Payment

kentuckypower.com

PO Box 371420
Pittsburgh, PA 15250-7420

1-800-611-0964 (fee may apply)

Turn over for important information!

Thank you for your prompt payment. Plaass include your account number on your chack and return this stub with your payment

KENTUCKY RESIDENTIAL, ADDRESS 123, ABC, KY XXXXX - XXXX

Non-Payment/Retum Mail:
PO BOX 24400
CANTON, OH 44701-4401

! NENTUCKY
POWER

Make check payable and send to:
KENTUCKY POWER COMPANY
PO BOX 371420

PITTSBURGH, PA 15250-7420

of e 0ty ggog oo pomg oot g [ g o onng gt

Account #XXOX0-XXK-X-X
KENTUCKY RESIDENTIAL

$XXX.XX

| Payment Amount $ |

Amount due on or before
MM DD, YYYY

Pay $X0(XXX.XX after MM/DD/YYYY

[ The HEART program helps
lowsincome customers pay their
electric bil. | want to help. My
payment refiects my gift of $

Continued on Sheet 2-15
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Terms and Conditions of Service Continued T

! KENTUCKY
POWER

Service Address:

KENTUCKY RESIDENTIAL
ADDRESS 123
ABC, KY XXXXX-XXXX

Account #XXX-XXX-XXX-X-X

Line Item Charges:

Previous Charges

Total Amount Due At Last Billing $ XXX XX
Payment 02/07/22 - Thank You =XKL XX
Previous Balance Due $ X. XX

Current KPCO Charges

Tariff XXX - Residential Service XX/XX/XX

Rate Billing $ XOCXX
Federal Tax Change @ X000(X- Per kWh -XOCXX
Fuel Adj @ X X000 Per kWh XXX
DSM Adj @ X X000 Per kWh XXX
Residential Energy Assistance @ $XXX XXXX
Distribution Reliability Rider @ $X.XX XXX
Purchased Power Adj. $X00000kWh HXXX
Renewable Power Option Rider 00K
KY Power Solar Credit @ $XXX XX XX
Securitization Financing Rider X0000(% XX XX
Decommissioning Rider X)0000(% XXX
Envrionmental Adj. X 00000 XX
School Tax KXXX
City's Franchise Fee KXXX
State Sales Tax KX
Current Balance Due H XXX.XX
Homeserve Warranty Service 1 XXX

Meter Read Details:

Mater #XXXXXXXXX

Previous | Type | Current | Type Metered Usage
XXX | Actual XXXXX Actual XXX UK KWh
Service Period XX/XX — XX/XX Multiplier 1

Next scheduled read date should be between MM DD and MM DD.

Notes from KPCO:

Kentucky Power provides online access to customer rate schedules at
https://kentuckypower.com/account/bills/rates/. You can access a
copy of your rates by clicking the “Kentucky Tariffs” link at that
website. You can also view rates at our office, or request that a copy
be sent to you via U.S. Postal Service or via email by calling customer
service at 1-800—-572—-1113.

Homeserve USA is optional. Homeserve USA is not the same as
KPCO and is not regulated by the KY Public Service Commission. A
customer does not have to buy the Warranty Service in order to
continue to receive quality regulated services from KPCO.

www.kyelectricalprotectionplan.com

Usage Details:

tHvalues reflect changes between current month and previous month.

Usage: Avg. Daily Cost: Avg. Temperature:
+ X kWh +$X.XX Y XeoF
& & &+ & &
& e + & N
o ¢-¢ & & &
MMYY MMYY MMYY MMYY MMYY MMYY MMYY MMYY MM'YY

Total usage for the past 12 months: X, XXX kWh
Average (Avg.) monthly usage: XXX kWh

Continued on Sheet 2-16
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Terms and Conditions of Service Continued

NENTUCKY Amount due on or before

POWER
[ oo v PXXKXX
Non-Payment/Return Mail Bill mailing date is MM DD, YYYY

P X 24401
CgNB‘?ON,OI-?tlA?O}-AdOI Account #XXX—XXX-XXX-X-X

SERVICE ADDRESS: KENTUCKY GENERAL SERVICE. ADDRESS 123. ABC. KY JOOC(X - XXXX

b | ot

T GENERAL SERVICE Make this bill the last one sent in the mail! Go paperless and get
KENTUCKY L email alerts when your bill is ready. Sign up at
ADDRESS 123 kentuckypower.com/paperless!

ABC, KY XXXXX=XXXX

Usage History (kWh):

& &
s oo oot ? P

Fuel Adj $X.XX
Environmental Surcharge
XXX

MM MM MM MM MM MM MM MM MM MM MM MM MM
20XX 20XX

. Taxes & Fees
. SX.XX

3 Methods of Payment

kenluckypower.com

PO Box 371420
Pittsburgh, PA 15250-7420

1-800-611-0964 (fee may apply)

Cu$r§r>|péh)a<r)§es

Need to get in touch?
Customer Operations Center: 1-888-710-4237
Outages: kentuckypower.com/outages

or 1-800-572-1M3

Electric Service $XXX.XX

Please tear on dotted line Turn over for important information! *

Thank you for your prompt paymant. Plaase include your 3cCount nuMbar on your ¢heck and return this stub with your paymant.

KENTUCKY GENERAL SERVICE, ADDRESS 123, ABC, KY XXXXX - XXXX

i (A Non-Payment/Return Mail:
PO BOX 24401 Account #X0X= XXX =X00(= X=X
PO CANTON, OH 44701-4401 KENTUCKY CENERAL SERVICE

Amount duer\..?:d ci';-Dl.j‘i‘f‘r?‘;s $XXX.XX

| Payment Amount $ |

Make check payable and send to:
KENTUCKY POWER COMPANY
PO BOX 371420 PITTSBURGH,
PA 15250-7420
ool o gy ooy oo g e o D o ncoma Ctoman y thae
electric bil. | want to help. My
payment reflects my gift of $

Pay SXXXXX. XX after MV/DD/YYYY

Continued on Sheet 2-17
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Terms and Conditions of Service Continued

! KENTUCKY
POWER

Service Address:

KENTUCKY GENERAL SERVICE
ADDRESS 123
ABC, KY XXXXX-XXXX

Account #XXX-XXX-XXX-X-X

Line Item Charges:

Previous Charges

Total Amount Due At Last Billing $ XX. XX

Payment XX/XX/XX - Thank You -XX.XX

Previous Balance Due $ XXX

Current KPCO Charges

Tariff XXX - General Service XX/XX/XX

Rate Billing $ XXXX
Demand Charge XX XX
Federal Tax Change @ X XXXXX- Per kWh XX XX|
Fuel Adj @ XXXXXX Per kWh XX XX
DSM Adj @ XXXXXX Per kWh XXXX
Kentucky Economic Development Surcharge @ $X.XX XX XX
Distribution Reliability Rider @ $XXX XXX
Purchased Power Adj. $XX0000CkWh XXXX
Renewable Power Option Rider XXXX
Securitization Financing Rider X XXXXX% XX XX
Decommissioning Rider X XXXXX% XX XX
Envrionmental Adj. X XXXXX% XX XX]
School Tax XXXX
City's Franchise Fee XX XX]
State Sales Tax XX XX
Current Balance Due $ XX XX

Meter Read Details:

Meter #XXXXXKXX
Previous | Type Current Type Metered Usage

XXX Actual XXX Actual XXX kWh
Service Period XX/XX - XX/XX Multiplier 1
Next scheduled read date should be between MM DD and MM DD .

Notes from KPCO:

Kentucky Power provides online access to customer rate schedules

at https://kentuckypower.com/account/bills/rates/. You can T
access a copy of your rates by clicking the “Kentucky Tariffs” link at

that website. You can also view rates at our office, or request that a

copy be sent to you via U.S. Postal Service or via email by calling

customer service at 1-800-572-1113.

Usage Details:

t¥Values reflect changes between current month and previous month.

Usage:
+ X kWh

& &

4

Avg. Daily Cost:
+ XXX

-‘_
¥
&+ & “a*:}}

o

D
Avg. Temperature:
X °F
&
- %
& &
N

MM™YY MMYY MM'YY

Total usage for the past 12 months: XXX kWh

MMYY MMYY MM'YY

Average (Avg.) monthly usage: XXX kWh

Continued on Sheet 2-18
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DATE OF ISSUE:
DATE EFFECTIVE:
ISSUED BY:

TITLE:

Terms and Conditions of Service Continued

KENTUCKY
POWER

Non-Payment/Return Mail:
PO BOX 24401
CANTON, OH 44701-4401

Amount due on or before
vt oo, vrry XXX XX
Bill mailing date is MM DD, YYYY
Account #XXX - XXX -XXX-X-X

SERVICE ADDRESS: KENTUCKY LARGE GENERAL SERVICE. ADDRESS 123. ABC. KY JOO(XX - XXXX

g el g [ g gl ol
KENTUCKY LARGE GENERAL SERVICE
ADDRESS 123

ABC. KY XXXXX-XXXX

Current bill summary:
Billing from MM/DD/YY - MM/DD/YY (XX days)

Environmental Surcharge
SXNXXX

Taxes & Fees
SXXX XX

Fuel Adj
SKUHXX

$XXX.XX

Current Charges,

Electric Service
SHXXX

Pleass tear on dotted line

Notes from KPCO:

Make this bill the last one sent in the mail! Go paperless and get
email alerts when your bill is ready. Sign up at
kentuckypower.com/paperless!

Usage History (kWh):

*’f‘s*&ﬁﬁfa&f&#"}*”***

MMOMM O MM MM MM MM MM MM MM MM MM MM MM
20XX 20XX

Methods of Payment

kentuckypower.com

PO Box 371420
Pittsburgh, PA 15250-7420

1-800-611-0964 (fee may apply)

Need to get in touch?
Customer Operations Center: 1-888-710-4237
Outages: kentuckypower.com/outages

or 1-800-572-M3

Turn over for important information!

Thank you for your prompt payment. Please include your account number on your check and return this stub with your payment.

KENTUCKY LARGE GENERAL SERVICE, ADDRESS 123, ABC, KY XXXXX - XXXX

Non-Payment/Return Mail:
PO BOX 24401
CANTON, OH 44701-4401

! KENTUCKY
POWER

Make check payable and send to:
KENTUCKY POWER COMPANY
PO BOX 371420 PITTSBURGH,
PA 15250-7420

L T LTI R D R R

Account #XXX=XXX=XXX=X=X
KENTUCKY LARGE GENERAL SERVICE

Aot e ooy XXX XX

| Payment Amount $ l

Pay $XXX.XX after MM/DD/YYYY

D The HEART program helps
low-income customerns pay their
electric bil. | want to help. My
payment reflects my gift of $

Continued on Sheet 2-19

XXXX XX, XXXX

January 15, 2024
/s/ Brian K. West

Vice President, Requlatory & Finance

By Authority of an Order of the Public Service Commission

In Case No.: 2023-00159 Dated XXXX XX, XXXX
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Terms and Conditions of Service Continued

KENTUCKY
POWER

Service Address:

KENTUCKY LARGE GENERAL SERVICE

ADDRESS 123
ABC, KY XXXXX - XXXX

Account #XXX-XXX-XXX-X-X

Line Iltem Charges:

Previous Charges

Total Amount Due At Last Billing $ XXX XX

Payment XX/XX/XX - Thank You XXX XX

Previous Balance Due $ XX XX

Current Charges
Tariff XXX - Large General Service XX/XX/XX
Rate Billing $ XXX XX
Demand Charge XXX XX
Economic Development Rider - IBDD XXX XX
Ecenomic Development Rider - SBDD XXX XX
Federal Tax Change @ X XXXXX- Per kWh XXX XX
Fuel Adj @ X XXXXX Per kWh XXX XX]
DSM Adj @ XXXXXX Per kWh XXX XX
Kentucky Economic Development Surcharge @ $X.XX XXX
Distribution Reliability Rider @ $XXX XXX
Purchased Power Adj. $XXXXXX/kWh XXX XX
Renewable Power Option Rider XXX XX
Securitization Financing Rider X XXXXX% XX XX
Decommissioning Rider X XXXXX% XXX XX
Envrionmental Adj. X XXXXX% XXX XX
School Tax XOOXXX
City's Franchise Fee XXX XX
State Sales Tax D00
Current Balance Due $ XXX.XX

Billed Usage MM/YY
Usage Power |Power Factor|Meter Location Billed Usage
Factor Constant Comp.
200X X0 kWh
XX XXX kW
pr H0OCKAX KVA
Meter Read Details:
Meter #XXXXXXXXX
Previous | Type Current | Type Metered Usage
X X XXXX Actual X X kVAR
X X XXXX | Actual | XXXX KRAXK e
KHERKX Actual XXXXX Actual XXX XXX, XXX kKWh
Service Period MM/DD - MM/DD Multiplier XXX
Next scheduled read date should be between MM DD and MM DD .

Net Usage : XXX, XXX kWh Billable Usage: XXX, XXX kWh

Notes from Kentucky Power:

Kentucky Power provides online access to customer rate schedules at
https://kentuckypower.com/acciunt/bills/rates. You can access a
copy of your rates by clicking the “Kentucky Tariffs” link at that
website. You can also view rates at our office, or request that a copy
be sent to you via U.S. Postal Service or via email by calling customer
service at 1-800-572-1113.

Due date does not apply to previous balance due.

Usage Details:

tvalues reflect changes between current month and previous month.

Usage: Avg. Daily Cost: Avg. Temperature:
XX, XXX KWh XX XX XX °F
& o o+ & &
& - &
R o R i & +

MMYY MMYY MM'YY MM™YY MMYY MMYY MMYY MMYY MMYY

Total usage for the past 12 months: XXX kWh
Average (Avg.) monthly usage: XXX kWh

Continued on Sheet 2-20

DATE OF ISSUE:
DATE EFFECTIVE:
ISSUED BY: /s/ Brian K. West

TITLE: Vice President, Regulatory & Finance
By Authority of an Order of the Public Service Commission

In Case No.: 2023-00159 Dated XXXX XX, XXXX

XXXX XX, XXXX
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Terms and Conditions of Service Continued T

! KENTUCKY
POWER

Non-Payment /Return Mail:
PO BOX 24401
CANTON, OH 44701-4401

Amount due on or before
w0, v § XK, XXX XX
Bill mailing date is MM DD, YYYY
Account #XXX - XXX -XXX-X-X

SERVICE ADDRESS: KENTUCKY INDUSTRIAL—PRIMARY & SECONDARY. ADDRESS 123. ABC, KY XXXXX - XXXX

0ty e 0 gy O g e ey

KENTUCKY INDUSTRIAL— PRIMARY & SECONDARY

ADDRESS 123
ABC, KY XXXXX-XXXX

Current bill summary:
Billing from MM/DD/YY - MM/DD/YY (XX days)

Environmental Surcharge
$SX 00X

Taxes & Fees
XXX

Fuel Adj
SX XXX

$XXXXX.XX

Current Charges

Electric Service
SXAXXRAXX

Please tear on dotted line.

Notes from KPCO:

Make this bill the last one sent in the mail! Go paperless and get
email alerts when your bill is ready. Sign up at
kentuckypower.com/paperless!

Usage History (kWh):

&
A PO
ﬁ’ o iz & ,}#' *,5*,*

PRy
#F g g & ¥

MM MM MM

20XX

MM MM M MM MM MM

20XX

MM M

Methods of Payment

kentuckypower.com

PO Box 371420
Pittsburgh, PA 15250-7420

1-800-611-0964 (fee may apply)

Need to get in touch?
Customer Operations Center: 1-888-710-4237
Outages: kentuckypower.com/outages

or 1-800-572-1M3

Turn over for important information! *

Thank you for your prompt payment Please include your account number on your check and retum this stub with your payment.

KENTUCKY INDUSTRIAL-PRIMARY & SECONDARY, ADDRESS 123, ABC, KY XXXXX - XXXX

Non-Payment/Retum Mail:
PO BOX 24401
CANTON, OH 44701-4401

KENTUCKY
POWER

Make check payable and send to:

KENTUCKY POWER COMPANY
PO BOX 371420 PITTSBURGH,
PA 15250-7420

R b T RUTTTEY T R BT B BT T

Account #XXX- XXX« XXX-K-X
KENTUCKY INDUSTRIAL — PRIMARY & SECONDARY

Aot e oo, vy XX XXX XX

| Payment Amount $ |

Pay $XX,XXX.XX after MM/DD/YYYY

[] The HEART program helps
low-income customers pay their
dectric bill. | want to help. My
payment reflects my gift of $

Continued on Sheet 2-21

DATE OF ISSUE:
DATE EFFECTIVE:
ISSUED BY: /s/ Brian K. West

XXXX XX, XXXX
January 15, 2024

TITLE: Vice President, Requlatory & Finance
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Terms and Conditions of Service Continued

KENTUCKY
POWER

Service Address:
KENTUCKY INDUSTRIAL—PRIMARY & SECONDARY

ADDRESS 123
ABC, KY XXXXX—-XXXX

Account #XXX-XXX-XXX-X-X

Line Item Charges:

Previous Charges

Total Amount Due At Last Billing $ KHKXX KX
Payment XX/XX/XX - Thank You ~XHXKXL XX
Previous Balance Due $ XHXX
Current Charges

Tariff XXX - Industrial General Service XX/XX/XX

Rate Biling $ X XHA XK
Demand Charge X XXX XX
Eccnomic Development Rider - IBDD X XHK XK
Economic Development Rider - SBDD KOOCK
Federal Tax Change @ XXXXXX- Per kWh X XXK XX
Fuel Ad @ X XXXXX Per kWh KXHK XX
Kentucky Econemic Development Surcharge @ $XXX XXX
Distribution Reliability Rider @ $XXX XXX
Purchased Power Adj. $X00000kWh XAXX
Purchased Power Adj. $XXXX0UKW X XXX XX
Renewable Power Option Rider XXX KX
Securitization Financing Rider X XXXXX% XX XX
Decommissioning Rider XX00C% XX XX
Envrionmental Adj. XJOXXX% X XXX KX
School Tax XXXX KX
City's Franchise Fee X XXX KX
State Sales Tax XXX
Total Balance Due $ H00XEXX

Billed Usage MM/YY

Usage Power [Power Factor|Meter Location Billed Usage
Factor Constant Comp.
JOOL XXX XXXXX kWh
OO XXX KX XXX kW On-Pk
KO XXX KX XXX kW Off-Pk

High Prev Demand = X, XXX.X On-PK
High Prev Demand = X, XXX.X Off-Pk|

Contract Capacity = X XXX.X

Meter Read Details:

Meter #XXO0OXXX
Previous | Type Current Type Metered Usage
X X HXKX Actual X X kVAR
X X XXXX | Actual | XXXX SR W
XHXXX Actual YK Actual KHK OO0 XXX kWh
X X KXXX Actual XXX XXX kW Off-Pk
X X XXXX Actual XXXX XXXXX KVAR
Service Period MM/DD - MM/DD Multiplier XXX

Next scheduled read date should be between MM DD and MM DD.

Net Usage : XXX, XXX kWh Billable Usage: XXX, XXX kWh

Notes from Kentucky Power:

Kentucky Power provides online access to customer rate schedules at
https://kentuckypower.com/acciunt/bills/rates. You can access a
copy of your rates by clicking the “Kentucky Tariffs” link at that
website. You can also view rates at our office, or request that a copy
be sent to you via U.S. Postal Service or via email by calling customer
service at 1-800-572-1113.

Due date does not apply to previous balance due.
Usage Details:

tdvalues reflect changes between current month and previous menth.

Usage: Avag. Daily Cost: Avg. Temperature:
HX0 XXX kWh J'S)()(.)()(_\T_,/_ & XX °F

& & S .

) o “« ¢
& IR & & 7

MM™Y MMYY MMYY MMYY MMYY MMYY MMYY MMYY MMYY

Total usage for the past 12 months: X )0OXXX kWh
Average (Avg.) monthly usage: XXX XXX kWh

Continued on Sheet 2-22
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Terms and Conditions of Service Continued

KENTUCKY
POWER

Non-Payment/Return Mall:
PO BOX 24401
CANTON, OH 44701-4401

Amount dueMoNI; grDb?(f;’)‘;s $Xx,xxx.xx

Bill mailing date is MM DD, YYYY
Account #XKK - XXX - XXX -X-X

SERVICE ADDRESS: KENTUCKY INDUSTRIAL-SUBTRANSMISSION & TRANSMISSION. ADDRESS 123, ABC. KY X0G(XX - XXXX

T LR L U 17 L UL TR T
KENTUCKY INDUSTRIAL -
SUBTRANSMISSION & TRANSMISSION
ADDRESS 123

ABC, KY XXXXX - XXXX

Current bill summary:
Billing from MM/DD/YY - MM/DD/YY (XX days)

Environmental Surcharge
SEXXUXXK

Taxes & Fees
- SHILXKX

Fuel Adj
XXX

$XX,XXX.XX

Current Charges

Electric Service
SHREILKX

Please tear on dotted line.

Notes from KPCO:

Make this bill the last one sent in the maill Go paperless and get
email alerts when your bill is ready. Sign up at
kentuckypower.comy/paperless!

Usage History (kWh):

& ¢
& g T e
& & POyt 4 & &

MM M MM MM MM MM MM MM MM MM MM MM MM

20XX 20XX
Methods of Payment

kentuckypower.com

PO Box 371420
Pittsburgh, PA 15250-7420

1-800-611-0964 (fee may apply)

Need to get in touch?
Customer Operations Center: 1-888-710-4237
Outages: kentuckypower.com/outages

or 1-800-572-1M3

Turn over for important information! *

Thank you for your prompt payment Please includa your account number on your check and return this stub with your payment.

KENTUCKY INDUSTRIAL-SUBTRANSMISSION & TRANSMISSION, ADDRESS 123, ABC. KY XXXXX - XXXX

il
R
POWER
CANTON, OH 44701-4401

Make check payable and send to:
KENTUCKY POWER COMPANY
PO BOX 371420 PITTSBURGH,
PA 15250-7420

II'I"I'“I""'“ Illlllllllll

Account #XXX-XKX-XXX-X-X

KENTUCKY INDUSTRIAL — SUBTRANSMISSION & TRANSMISSION

A e SXX XXX XX

l Payment Amount $

Pay $XX.XX}.XX after MM/DD/YYYY

[ The HEART program helps
Iow-inCome customerns pay their
wlectric bill. | want 1o heip. My
payment reflects my gift of $

Continued on Sheet 2-23
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Terms and Conditions of Service Continued

KENTUCKY
POWER

Service Address:

KENTUCKY INDUSTRIAL—

SUBTRANSMISSION AND TRANSMISSION
ADDRESS 123
ABC, KY XXXXX-XXXX

Account #XX00-XXX-X-X

Previous Charges
Total Amount Due At Last Billing $ KR KHA KX
Payment XX/XX/XX - Thank You =M XK
Previous Balance Due % XAXX
Current Charges
Tariff XXX - Industrial General Service XX/XX/XX
Rate Billing $ KK OO(XX
Demand Charge KKK
Econemic Development FRider - [BDD KOO0 XX
Economic Development Fider - SBDD =K IR KX
Federal Tax Change @ XXXXXX- Per kWh KX XX
Fuel Adj @ XX0000( Per kWh KO XX
Kentucky Economic Development Surcharge @ $XXX XXX
Purchased Power Adj. $X00000KWh HKAXX
Purchased Power Adj. $X00000KW KO
Renewable Power Option Rider KKK
Securitizaticn Financing Rider XX00MXXX% XK
Decommissiening Rider X XXXXX% KXXX
Envricnmental Adj. X XXX K XXX XX
School Tax X0 XX
City's Franchise Fee KIOOCHKX
State Sales Tax FOOOUKXK
Total Balance Due $ 200000 XX

DATE OF ISSUE:
DATE EFFECTIVE:
ISSUED BY:
TITLE:

XXXX XX, XXXX

January 15, 2024
Is/ Brian K. West

Vice President, Regulatory & Finance

By Authority of an Order of the Public Service Commission

In Case No.: 2023-00159 Dated XXXX XX, XXXX

Billed Usage MM/YY

Usage Power [Power Factor | Meter Location Billed Usage
Factor Constant Comp.
XXX XXX - XXX XXX kwh
OO XXX - XOOCXXX kW On-Pk
XXX XXX - XXX XXX kW Off-Pk

High Prev Demand = X, XXX.X On-Pk|
High Prev Demand = X, XXX.X Off-Pk|

Contract Capacity = X.XXX.X

Meter Read Details:

Meter #XXXXXXXXX
Previous | Type Current | Type Metered Usage
X X KKK Actual X X KVAR
X X XX | Actual | XXX HAE KX Jo
KXXKK Actual XXKAK Actual XXX KX XXX kWh
X X KKKX Actual XXX KKKX kW Off-Pk
X X XXX Actual XHXX XXX XX KVAR
Service Period MM/DD - MM/DD Multiplier XXX

Next scheduled read date should be between MM DD and MM DD .

Net Usage : XXX, XXX kWh Billable Usage: XXX, XXX kWh

Notes from Kentucky Power:

Kentucky Power provides online access to customer rate schedules at
https://kentuckypower.com/acciunt/bills/rates. You can access a
copy of your rates by clicking the “Kentucky Tariffs” link at that
website. You can also view rates at our office, or request that a copy
be sent to you via U.S. Postal Service or via emall by calling customer
service at 1-800-572-1113.

Due date does not apply to previous balance due.
Usage Details:

tvalues reflect changes between current month and previous month.

Usage: Avg. Daily Cost: Avg. Temperature:
X000 XXX kKWh *5)()(.)-(}-&jk & TAX °F
& &g o .
' SA i +
‘\3} & *33‘ ‘}‘}3} =T ++ ‘)'_j{x

MMYY MMYY MMYY MM™YY MMYY MM™YY MM™YY MMYY MMYY

Total usage for the past 12 months: X, XXXXXX kWh
Average (Avg.) monthly usage: XXX, XXX kWh
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Capacity and Energy Control Program

Introduction

Kentucky Power Companyds Capacity and Energy Control Program outlines the procedures the Company will follow in the event
of an emergency that threatens the continued reliable operation of bulk power supply system. Notwithstanding any provisions of
this Capacity and Energy Control Program, the Company shall have the right to take whatever steps, with or without notice and
without liability on Companybs part, that Company believes necessary, in whatever order consistent with good utility practices
and not on an unduly discriminatory basis, to preserve system integrity and to prevent the collapse of Companyés electric system
or interconnected electric network or to restore service following an outage. Such actions will be taken giving priority to
maintaining service to Company@s retail and full requirements customers relative to other sales whenever feasible and as allowed
by law. The Companyds Capacity and Energy Control Program consists of three sets of procedures:

l. Procedures During Abnormal System Frequency
1. Capacity Deficiency Program
1. Energy Emergency Control Program

Specific details regarding the Companyds Capacity and Energy Control Program are included in the Companyds Emergency
Operating Plan (REOP0). A copy of the Companybs current EOP is on file with the Kentucky Public Service Commission in
Administrative Case No. 345. Where this tariff diverts from the Companyds EOP, the EOP Plan shall govern.

1. AEP/PJM Procedures During Abnormal System Freguency (EOP Section 1V)

a. Purpose
Precautionary procedures are required to meet emergency conditions such as system separation and operation at
subnormal frequency. In addition, the coordination of these emergency procedures with neighboring companies is
essential. The AEP/PJM program described below provides procedures for reducing the consumption of electric
energy on the Companybs system in the event of a period of abnormal system frequency.

=

AEP/PJM Procedures
From 59.8 T 60.2 Hz, to the extent practicable, the Company will utilize all operating and emergency reserves. The
manner of utilization of these reserves depends on the behavior of the System during the emergency.

For rapid frequency decline, the Company will utilize capacity that is on-line and automatically responsive to
frequency (spinning reserve) and such measures as interconnection assistance and automatic load reductions to arrest
the decline in frequency.

If the frequency decline is gradual, the Generation/Production Optimization Group, particularly in the deficient area,
will invoke non-automatic procedures involving operating and emergency reserves. These efforts will continue until the
frequency decline is arrested or until automatic load-shedding devices operate at subnormal frequencies. A deficient
Balancing Authority shall only use the assistance provided by the Interconnectionds frequency bias for the time needed
to implement corrective actions. The Balancing Authority shall not unilaterally adjust generation in an attempt to return
Interconnection frequency to normal beyond that supplied through frequency bias action and Interchange Schedule
changes. Such unilateral adjustment may overload transmission facilities. At 59.75 Hz, the Company will suspend
Automatic Generation Control (AGC) and notify Interruptible Customers to drop load.

If at any time the decline in area frequency is arrested below 59.5 Hz, the Company will evaluate whether the area
should manually shed an additional 5% of its initial load. If, after five minutes, shedding 5% of load has not returned
the area frequency to 59.5 Hz or above, the area shall manually shed an additional 5% of its remaining load and
continue to repeat in five-minute intervals until 59.5 Hz is reached. These steps must be completed within the time
constraints imposed upon the operation of generating units that are discussed in the EOP subsection titled, filsolation of
Coal-fired Generating Units.0

Automatic Load Shedding Program details are located in Section IV of the Companybs EOP.

Continued on Sheet 3-2
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Capacity and Energy Control Program Continued T

I11. Capacity Deficiency Program (EOP Section 111)

a. Purpose
The purpose of the Capacity Deficiency Program is to provide a plan for full utilization of emergency capacity

resources and for orderly reduction in the aggregate customer demand on the American Electric Power (AEP) East/PIM
Eastern System in the event of a capacity deficiency. A capacity deficiency is a shortage of generation versus load and
can be caused by generating unit outages and/or extreme internal load requirements.

b. AEP East/PJM Procedures
There are three general levels of emergency actions for capacity deficiencies:

9 Alerts - issued in advance of the operating day for elevated awareness and to give time for advanced preparations.

1 Warnings - issued real time, typically preceding, and with an estimated time/window for a potential future action.

1 Actions - issued real time and requires PJM and/or Member response. PJM actions are consistent with NERC and
RFC EOP standards.

The Company may also issue an Advisory, one or more days in advance of the operating day during which a capacity
deficiency may occur, that are general in nature and are for elevated awareness only. No preparations or actions are
required in response to an Advisory.

Alerts

Voluntary Customer Load Curtailment Alert

The purpose of the Voluntary Customer Load Curtailment Alert is to alert members of the probable future need to
implement a voluntary customer load curtailment. It is implemented whenever the estimated operating reserve capacity
indicates a probable future need for voluntary customer load curtailment.

Real Time Emergency Procedures (Warnings and Actions)

Warnings
Warnings are issued in real time during present operations to inform members of actual capacity shortages or

contingencies that may jeopardize the reliable operation of the PJIM RTO. Generally, a warning precedes an associated
action. The intent of warnings is to keep all affected system personnel aware of the forecast and/or actual status of the
PJM RTO.

Actions
The PIM RTO is normally loaded according to bid prices; however, during periods of reserve deficiencies, other
measures must be taken to maintain system reliability. These measures involve:

loading generation that is restricted for reasons other than cost
recalling non-capacity backed off-system sales

purchasing emergency energy from participants / surrounding pools
load relief measures

= = —a —-a

The Companyés EOP includes a nine-step warning and action procedure during capacity deficiency conditions.

Continued on Sheet 3-3
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Capacity and Energy Control Program Continued

c. Priority Levels
For the purpose of these capacity deficiency procedures, the following Priority Levels for loads have been established:

Essential Health and Safety Uses T to be given special consideration in these procedures shall, insofar as the
situation permits, include the following types of use:

a. Hospitals, which shall be limited to institutions providing medical care to patients.

b.  Life Support Equipment, which shall be limited to kidney machines, respirators, and similar
equipment used to sustain the life of a person.

c. Police Stations and Government Detention Institutions, which shall be limited to essential uses
required for police activities and the operation of facilities used for the detention of persons.

d. Fire Stations, which shall be limited to facilities housing mobile fire-fighting apparatus.

e. Communication Services, which shall be limited to essential uses required for telephone, telegraph,
television, radio and newspaper operations, and operation of state and local emergency services.

f.  Water and Sewage Services, which shall be limited to essential uses required for the supply of
water to a community, flood pumping and sewage disposal.

g. Transportation and Defense-related Services, which shall be limited to essential uses required for
the operation, guidance control and navigation of air, rail and mass transit systems, including those
uses essential to the national defense and operation of state and local emergency services. These
uses shall include essential services such as street, highway and signal-lighting.

Although, when practical, these types of uses will be given special consideration when implementing the
manual load- shedding provisions of this program, any customer may be affected by rotating or unplanned
outages and should install emergency generation equipment if continuity of service is essential. Where the
emergency is system-wide in nature, consideration will be given to the use of rotating outages as
operationally practicable. In case of customers supplied from two utility sources, only one source will be
given special consideration. Also, any other customers who, in their opinion, have critical equipment
should install emergency generation equipment.

Company maintains lists of customers with life support equipment and other critical needs for the purpose
of curtailments and service restorations. Company, lacking knowledge of changes that may occur at any
time in Customerds equipment, operation, and backup resources, does not assume the responsibility of
identifying customers with priority needs. It shall, therefore, be Customerds responsibility to notify
Company if Customer has critical needs.

Critical Commercial and Industrial Uses T Except as described in Section C.I11 below, these uses shall
include commercial or industrial operations requiring regimented shutdowns to prevent conditions hazardous
to the general population, and to energy utilities and their support facilities critical to the production,
transportation, and distribution of service to the general population. Company shall maintain a list of such
customers for the purpose of curtailments and service restoration.

Residential Use T Residential use during certain weather conditions (for example severe winter
weather) will receive precedence over critical commercial and industrial uses. The availability of Company
service personnel and the circumstances associated with the outage will also be considered in the restoration
of service.

Continued on Sheet 3-4
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Capacity and Energy Control Program Continued T
Priority Levels Continued
V. Non-critical commercial and industrial uses.

V. Nonessential Uses T The following and similar types of uses of electric energy shall be considered
nonessential for all customers:

a. Outdoor flood and advertising lighting, except for the minimum level to protect life and property,
and a single illuminated sign identifying commercial facilities when operating after dark.

b.  General interior lighting levels greater than minimum functional levels.
c.  Show-window and display lighting.
d. Parking lot lighting above minimum functional levels.

e. Energy use to lower the temperature below 78 degrees during operation of cooling equipment and
above 65 degrees during operation of heating equipment.

f.  Elevator and escalator use in excess of the minimum necessary for non-peak hours of use.

g. Energy use greater than that which is the minimum required for lighting, heating, or cooling of
commercial or industrial facilities for maintenance cleaning or business-related activities during
non-business hours.

Non-jurisdictional customers will be treated in a manner consistent with the curtailment procedures
contained in the service agreement between the parties or the applicable tariff.

d. Curtailment Procedures
In the event Companyébs load exceeds internal generation, transmission, or distribution capacity, or other system
disturbances exist, and internal efforts have failed to alleviate the problem, including emergency energy purchases, the
following steps may be taken, individually or in combination, in the order necessary as time permits:

1.  Customers having their own internal generation capacity will be curtailed, and customers on interruptible contracts
will be curtailed for the maximum hours and load allowable under their contract. Nothing in this procedure shall
limit Companyéds rights under the Contract Service T Interruptible Power Tariff or the Alternate Feed Service
Rider.

2. Power output will be maximized at Companyds generating units.

3. Company use of energy at its generating stations will be reduced to a minimum.

4. Companyos use of electric energy in the operation of its offices and other facilities will be reduced to a minimum.
5. The Kentucky Public Service Commission will be advised of the situation.

6. An appeal will be made to customers through the news media and/or personal contact to voluntarily curtail as
much load as possible. The appeal will emphasize the defined priority levels as set forth above.

7. Customers will be advised through the use of the news media and personal contact that load interruption is
imminent.

8. Implement procedures for interruption of selected distribution circuits.

Continued on Sheet 3-5
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Capacity and Energy Control Program Continued

e. Service Restoration Procedures
Where practical, priority uses will be considered in restoring service and service will be restored in the order | through
V as defined under Priority Levels described above. However, because of the varieties of unpredictable circumstances
which may exist or precipitate outages, it may be necessary to balance specific individual needs with infrastructure
needs that affect a larger population. When practical, Company will attempt to provide estimates of repair times on its
website to aid customers in assessing the need for alternative power sources and temporary relocations.

._Energy Emergency Control Program (EOP Section V)

a. Introduction
The purpose of this plan is to provide for the reduction of the consumption of electric energy on the American Electric
Power Company System in the event of a severe coal fuel shortage, such as might result from a general strike, or severe
weather.

b. Procedures
In the event of a potential severe coal shortage, such as one resulting from a general coal strike, the following steps will
be implemented. These steps will be carried out to the extent permitted by contractual commitments or by order of the
regulatory authorities having jurisdiction. For further information, see EOP Section V.

With regard to mandatory curtailments, the Company proposes to monitor compliance after the fact. A customer
exceeding his electric allotment would be warned to curtail his usage or face, upon continuing noncompliance and upon
one dayos actual written notice, disconnection of electric service for the duration of the energy emergency.
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Standard Nominal Voltages

The voltage available to any individual customer shall depend upon the voltage of the Companyéds lines serving the area in which
customer is provided service.

Electric service provided under the Companysés rate schedules will be 60 hertz alternating current delivered from various load
centers at nominal voltages and phases as available in a given location as follows:

Secondary Distribution Voltages

Residential Service
Single phase 120/240 volts three wire or 120/208 volts three wire on network system.

General Service - All Except Residential

Single-phase 120/240 volts three wire or 120/208 volts three wire on network system. Three-phase 120/208 volts four wire on
network system, 120/240 volts four wire, 240 volts three wire, 480 volts three wire and 277/480 volts four wire, Single-phase 480
volts two wire, and Single-phase 240/480 volts three wire.

Primary Distribution Voltages

The Companybs primary distribution voltage levels at load centers are 2,400; 4,160Y; 7,200; 12,470Y; 19,900 and 34,500Y.

Subtransmission Line Voltages

The Companyés sub transmission voltage levels are 34,500; 46,000; and 69,000.

Transmission Line Voltages

The Companybs transmission voltage levels are 138,000; 161,000; 345,000; and 765,000.
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Tariff R.S.
(Residential Service)

Availability of Service
Auvailable for full domestic electric service through 1 (one) meter to individual residential customers including rural residential
customers engaged principally in agricultural pursuits.

Rate (Tariff Codes 015, 017, 022)

Service Charge $20.00 per month
Energy Charge 12.036A per kWh

Minimum Charge
This tariff is subject to a minimum monthly charge equal to the Service Charge.

Adjustment Clauses
The bill amount computed at the charges specified above shall be increased or decreased in accordance with the following:

Residential Energy Assistance Sheet No. 26
Demand-Side Management Adjustment Clause Sheet No. 28
System Sales Clause Sheet No. 29
Fuel Adjustment Clause Sheet No. 30
Purchase Power Adjustment Sheet No. 31
Environmental Surcharge Sheet No. 32
Decommissioning Rider Sheet No. 33
Distribution Reliability Rider Sheet No. 34
Securitization Financing Rider Sheet No. 35
Federal Tax Change Sheet No. 36
Cityobs Franchise Fee Sheet No. 37
School Tax Sheet No. 38

Volunteer Departments (Tariff Code 024)
Volunteer Fire Departments may qualify pursuant to KRS 278.172 for this tariff but will be required to provide a completed
Form 990 and update it annually.

Kentucky Power Solar Credit

The Kentucky Power Solar Credit is available only to residential customers participating in LIHEAP (Low Income Home Energy
Assistance Program). This credit is funded solely by Kentucky Powerés Solar Gardens distributed solar program. Total program
funding per year is equal to 50% of the energy benefits produced by the Kentucky Powerds Solar Gardens distributed solar
program in the twelve months ending in October of each year. Total program funding will be split ratably between all eligible
customers and credited to eligible customersd bills. The credit will be automatically reflected on eligible customersd electric bills
in equal amounts over the course of January through March of each year. The credit amount will be updated annually and trued-
up annually to match the number of customers actually participating in the program at the time of the true-up. The monthly Fuel
Adjustment Clause also will be adjusted to account for removal of 50% of the energy benefits produced by the Solar Gardens
facilities and credited to eligible customers as detailed in this section.

Credit Amount $XXX per month (January T March)

z
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Tariff R.S. Continued T
(Residential Service)

Optional Seasonal Provision (Tariff Code XXX) N
For residential customers desiring to take seasonal rate service. Service under this provision shall be for a minimum of 12
consecutive billing months.

Service Charge $20.00 per month
Energy Charge

All kWh used during winter billing months (December-March) ~ 11.150A per kWh
All KWh used during all other months (April-November) 12.756A per KWh

This provision is subject to the Service Charge, and the adjustment clauses as stated in the Adjustment Clause section.

Storage Water Heating Provision
This provision is withdrawn except for the present installations of current customers receiving service hereunder at premises
served prior to April 1, 1997.

If the customer installs a Company approved storage water heating system which consumes electrical energy only during off-
peak hours as specified by the Company and stores hot water for use during on-peak hours, the following shall apply:

Tariff Code
012  For Minimum Capacity of 80 gallons, the last 300 kWh of use in any month shall be billed at 8.546A  per kWh |
013 For Minimum Capacity of 100 gallons, the last 400 kWh of use in any month shall be billed at 8.546A  per kwh

014 For Minimum Capacity of 120 gallons or greater, the last 500 kWh of use in any month shall be billed at 8.546A  per kWh

These provisions, however, shall in no event apply to the first 200 KWH used in any month, which shall be billed in accordance
with the iMonthly Rateo as set forth above.

For purpose of this provision, the on-peak billing period is defined as 7:00A.M. to 9:00P.M. for all weekdays, Monday through
Friday. The off-peak billing period is defined as 9:00PM to 7:00AM for all weekdays and all hours of Saturday and Sunday.

The Company reserves the right to inspect at all reasonable times the storage water heating system and devices which qualify the
residence for service under the storage water heater provision, and to ascertain by any reasonable means that the time-
differentiated load characteristics of such devices meet the Companyés specifications. If the Company finds that in its sole
judgment the availability conditions of this provision are being violated, it may discontinue billing the Customer under this
provision and commence billing under the standard monthly rate.

This provision is subject to the Service Charge, and the adjustment clauses as stated in the Adjustment Clauses section.

Load Management Water-Heating Provision (Tariff Code 011)

For residential customers who install a load management water-heating system which consumes electrical energy during off-peak

hours specified by the Company and stores hot water for use during on-peak hours, of minimum capacity of 80 gallons, the last

250 kWh of use in any month shall be billed at 8.546A per kwh. 1

This provision, however, shall in no event apply to the first 200 kWh used in any month, which shall be billed in accordance with
the fiMonthly Rated as set forth above.

For the purpose of this provision, the on-peak billing period is defined as 7:00 A.M. to 9:00 P.M. for all weekdays, Monday
through Friday. The off-peak billing period is defined as 9:00 P.M. to 7:00 A.M. for all weekdays and all hours of Saturday and
Sunday.
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Tariff R.S. Continued
(Residential Service)

Load Management Water Heating Provision Continued

The Company reserves the right to inspect at all reasonable times the load management water-heating system(s) and devices
which qualify the residence for service under the Load Management Water-Heating Provision. If the Company finds that, in its
sole judgment, the availability conditions of this provision are being violated; it may discontinue billing the Customer under this
provision and commence billing under the standard monthly rate.

This provision is subject to the Service Charge, and the adjustment clauses as stated in the Adjustment Clauses section.

Special Terms and Conditions
This tariff is subject to the Companyés Terms and Conditions of Service.

This service is available to rural domestic customers engaged principally in agricultural pursuits where service is taken through
one meter for residential purposes as well as for the usual farm uses outside the home, but it is not extended to operations of a
commercial nature or operations such as processing, preparing or distributing products not raised or produced on the farm, unless
such operation is incidental to the usual residential and farm uses.

The Company shall have the option of reading meters monthly or bimonthly and rendering bills accordingly. When bills are
rendered bimonthly, the minimum charge and the quantity of KWH in each block of the rates shall be multiplied by two.

Pursuant to 807 KAR 5:041, Section 11, paragraph (1), of Public Service Commission Regulations, the Company will make an
extension of 1,000 feet or less to its existing distribution line without charge for a prospective permanent residential customer
served under this R.S.Tariff. Pursuant to 807 KAR 5:041 Section 12 extensions of up to 150 feet for a mobile home are provided
without charge.

This tariff is available for single-phase, residential service. Where the residential customer requests three-phase service, this
tariff will apply if the residential customer pays to the Company the difference between constructing single-phase service and
three-phase service. Where motors or heating equipment are used for commercial or industrial purposes, the applicable general
service tariff will apply to such service.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under
Tariff COGEN/SPP | or by special agreement.
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Tariff R.S.-L.M.-T.O.D.
(Residential Service Load Management Time of Day)

Availability of Service

Available to customers eligible for Tariff R.S. (Residential Service) who use energy storage devices with time-differentiated load
characteristics approved by the Company which consume electrical energy only during off-peak hours specified by the Company
and store energy for use during on-peak hours.

Households eligible to be served under this tariff shall be metered through a multiple-register meter capable of measuring
electrical energy consumption during the on-peak and off-peak billing periods.

Rate (Tariff Codes 028, 030, 032, 034)

Service Charge $23.00 per month

Energy Charge X
All kWh used during on-peak billing period 16.613A per kWh
All kWh used during off-peak billing period 8.546A per kWh

For the purpose of this tariff, the on-peak billing period is defined as 7:00 A.M. to 9:00 P.M. for all weekdays, Monday through
Friday. The off-peak period is defined as 9:00 P.M. to 7:00 A.M. for all weekdays and all hours of Saturday and Sunday.

Conservation and Load Management Credit

For the combination of an approved electric thermal storage space heating system and water heater, both of which are designed to
consume electrical energy only between the hours of 9:00P.M. and 7:00A.M. for all days of the week, each residence will be
credited 0.745A per kWh for all energy used during the off-peak billing period, for a total of 60 monthly billing periods following
the installation and use of these devices in such residence.

Minimum Charge
This tariff is subject to a minimum monthly charge equal to the Service Charge.

Adjustment Clauses
The bill amount computed at the charges specified above shall be increased or decreased in accordance with the following:

Residential Energy Assistance Sheet No. 26
Demand-Side Management Adjustment Clause Sheet No. 28
System Sales Clause Sheet No. 29
Fuel Adjustment Clause Sheet No. 30
Purchase Power Adjustment Sheet No. 31
Environmental Surcharge Sheet No. 32
Decommissioning Rider Sheet No. 33
Distribution Reliability Rider Sheet No. 34
Securitization Financing Rider Sheet No. 35
Federal Tax Change Sheet No. 36
City6s Franchise Fee Sheet No. 37
School Tax Sheet No. 38
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Tariff R.S.-L.M.-T.O.D. Continued
(Residential Service Load Management Time of Day)

Separate Metering Provision

Customers who use electric thermal storage space heating and water heaters which consume energy only during off-peak hours
specified by the Company, or other automatically controlled load management devices such as space and/or water heating
equipment that use energy only during off-peak hours specified by the Company, shall have the option of having these approved
load management devices separately metered. The service charge for the separate meter shall be $4.30 per month.

Separate Terms and Conditions
This tariff is subject to the Companybds Terms and Conditions of Service. Existing customers may initially choose to take service
under this tariff without satisfying any requirements to remain on their current tariff for at least 12 months.

The Company reserves the right to inspect at all reasonable times the energy storage and load management devices which qualify
the residence for service and for conservation and load management credits under this tariff, and to ascertain by any reasonable
means that the time-differentiated load characteristics of such devices meet the Companybs specifications. If the Company finds,
that in its sole judgment, the availability conditions of this tariff are being violated; it may discontinue billing the Customer under
this tariff and commence billing under the appropriate Residential Service Tariff.

This tariff is available for single-phase, residential service. Where the residential customer requests three-phase service, this
tariff will apply if the residential customer pays to the Company the difference between constructing single-phase service and
three-phase service. Where motors or heating equipment are used for commercial or industrial purposes, the applicable general
service tariff will apply to such service.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under
Tariff COGEN/SPP | or by special agreement with the Company.
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 13 ORIGINAL SHEET NO. 5-6
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Tariff R.S.-T.O.D.
(Residential Service Time of Day)

Availability of Service

Available for residential electric service through a multiple-register meter capable of measuring electrical energy consumption
during the on-peak and off-peak billing periods to individual residential customers, including residential customers engaged
principally in agricultural pursuits. Availability is limited to the first 1,000 customers applying for service under this tariff.

Rate (Tariff Code 036)

Service Charge $23.00 per month |

Energy Charge .
All kWh used during on-peak billing period 16.613A per kWh
All kWh used during off-peak billing period 8.546A per kWh

For the purpose of this tariff, the on-peak billing period is defined as 7:00 A.M. to 9:00 P.M. for all weekdays, Monday through
Friday. The off-peak period is defined as 9:00 P.M. to 7:00 A.M. for all weekdays and all hours of Saturday and Sunday.

Minimum Charge
This tariff is subject to a minimum monthly charge equal to the Service Charge.

Adjustment Clauses
The bill amount computed at the charges specified above shall be increased or decreased in accordance with the following:

Residential Energy Assistance Sheet No. 26 T
Demand-Side Management Adjustment Clause Sheet No. 28
System Sales Clause Sheet No. 29
Fuel Adjustment Clause Sheet No. 30
Purchase Power Adjustment Sheet No. 31
Environmental Surcharge Sheet No. 32 D
Decommissioning Rider Sheet No. 33
Distribution Reliability Rider Sheet No. 34 N
Securitization Financing Rider Sheet No. 35 N
Federal Tax Change Sheet No. 36
Cityds Franchise Fee Sheet No. 37
School Tax Sheet No. 38

D

Special Terms and Conditions
This tariff is subject to the Companyds Terms and Conditions of Service.

This tariff is available for single-phase, residential service. Where the residential customer requests three-phase service, this tariff
will apply if the residential customer pays to the Company the difference between constructing single-phase service and three-
phase service. Where motors or heating equipment are used for commercial or industrial purposes, the applicable general service
tariff will apply to such service.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under
Tariff COGEN/SPP | or by special agreement with the Company.
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KENTUCKY POWER COMPANY

Tariff R.S.-T.0.D.2
(Experimental Residential Service Time of Day 2)

Availability of Service

Auvailable on a voluntary, experimental basis to individual residential customers for residential electric service through a multi-
register meter capable of measuring electrical energy consumption during variable pricing periods. Availability is limited to the
first 500 customers applying for service under this tariff.

Rate (Tariff Code 027)

Service Charge _$23.00  permonth '
Energy Charge i
All KWh used during Summer on-peak billing period ~ 17.561A kWh R
All kWh used during Winter on-peak billing period ~ 12.678A  pq R
All kWh used during off-peak billing period 11.415A  p |
For the purpose of this tariff, the on-peak and off-peak billing periods shall be defined as follows:
Months On-Peak Off-Peak
Approximate Percent (%) 16% 84%
of Annual Hours
Winter Period: 7:00 AM to 11:00 AM 11:00 AM to 6:00 PM
November 1 to March 31 6:00 PM to 10:00 PM 10:00 PM to 7:00 AM
Summer Period: Noon to 6:00 PM 6:00 PM to Noon
May 15 to September 15
All Other Calendar Periods None Midnight to Midnight
Note: All kWh consumed during Saturday and Sunday are billed at the off-peak level.
Minimum Charge
This tariff is subject to a minimum monthly charge equal to the Service Charge.
Adjustment Clauses
The bill amount computed at the charges specified above shall be increased or decreased in accordance with the following:
Residential Energy Assistance Sheet No. 26 T
Demand-Side Management Adjustment Clause Sheet No. 28
System Sales Clause Sheet No. 29
Fuel Adjustment Clause Sheet No. 30
Purchase Power Adjustment Sheet No. 31
Environmental Surcharge Sheet No. 32 D
Decommissioning Rider Sheet No. 33
Distribution Reliability Rider Sheet No. 34
Securitization Financing Rider Sheet No. 35 N
Federal Tax Change Sheet No. 36
Citybs Franchise Fee Sheet No. 37
School Tax Sheet No. 38
Continued on Sheet 5-8
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Tariff R.S.-T.0.D.2 Continued
(Experimental Residential Service Time of Day 2)

Special Terms and Conditions
This tariff is subject to the Companybs Terms and Conditions of Service.

This tariff is available for single-phase, residential service. Where the residential customer requests three-phase service, this
tariff will apply if the residential customer pays to the Company the difference between constructing single-phase service and
three-phase service. Where motors or heating equipment are used for commercial or industrial purposes, the applicable general
service tariff will apply to such service.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under
Tariff COGEN/SPP | or by special agreement with the Company.
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Tariff R.S.D.
(Residential Demand-Metered Electric Service)

Availability of Service
Available for residential electric service through one single-phase multiple-register demand meter. Availability is limited to the
first 1,000 customers applying for service under this tariff.

Monthly Rate (Tariff Code 018)

Service Charge ~ $23.00 per customer |
Energy Charge .
All kWh used during on-peak billing period ~ 9.090A per kWh R
All KWh used during off-peak billing period ~ 8.546A per KWh |
Demand Charge $5.94 for each kW of monthly billing demand |
For the purpose of this tariff, the on-peak billing period is defined as follows:
Months of October T May: 7:00 AM to 11:00 AM for all weekdays
Months of June T September 4:00 PM to 9:00 PM for all weekdays

The off-peak billing period is defined as all weekday hours not defined above as on-peak and all hours of Saturday and Sunday

Minimum Charge
This tariff is subject to a minimum monthly charge equal to the Service Charge.

Adjustment Clauses
The bill amount computed at the charges specified above shall be increased or decreased in accordance with the following:

Residential Energy Assistance Sheet No. 26 T
Demand-Side Management Adjustment Clause Sheet No. 28

System Sales Clause Sheet No. 29

Fuel Adjustment Clause Sheet No. 30

Purchase Power Adjustment Sheet No. 31

Environmental Surcharge Sheet No. 32 D
Decommissioning Rider Sheet No. 33

Distribution Reliability Rider Sheet No. 34 N
Securitization Financing Rider Sheet No. 35 N
Federal Tax Change Sheet No. 36

Cityds Franchise Fee Sheet No. 37

School Tax Sheet No. 38

Monthly Billing Demand
Customerds demand will be taken monthly to be the highest registration of a 60 minute integrating demand meter or indicator
during the on- peak period.

Special Terms and Conditions

This Rider is subject to the Companyds Terms and Conditions of Service and all provisions of the tariff under which the customer
takes service, including all payment provisions. Where the residential customer requests three-phase service, this tariff will apply
if the residential customer pays the Company the difference between constructing single-phase service and three-phase service.
Where motors or heating equipment are used for commercial or industrial purposes, the applicable general service tariff will
apply to such service.
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Availability of Service

Tariff G.S.
(General Service)

Available for general service customers. Customers may continue to qualify for service under this tariff until their average
maximum demand exceeds 100 kW (excluding the demand served by the Load Management Time-of-Day provision).

Existing customers not meeting the above criteria will be permitted to continue service under present conditions only for
continuous service at the premises occupied on or prior to December 5, 1984.

Page 41 of 1€

Rate
Tariff Code Service Voltage Demand First 4,450 kWh Over 4,450 Monthly Service
Charge ($/kW) (A/kwh) kWh (AkWh) Charge ($)
211, 212, 215, 216, 218 | Secondary 8.36 12.292 10.813 28.00
217, 220 Primary 7.56 10.790 9.533 120.00
236 Subtransmission 5.84 9.763 8.629 460.00

The Demand Charge shall apply to all monthly billing demand in excess of 10 kW.

Minimum Charge
This tariff is subject to a minimum charge equal to the sum of the service charge plus the demand charge multiplied by the

monthly billing demand in excess of 10 kW.

Adjustment Clauses
The bill amount computed at the charges specified above shall be increased or decreased in accordance with the following:

Kentucky Economic Development Surcharge Sheet No. 27
Demand-Side Management Adjustment Clause Sheet No. 28
System Sales Clause Sheet No. 29
Fuel Adjustment Clause Sheet No. 30
Purchase Power Adjustment Sheet No. 31
Environmental Surcharge Sheet No. 32
Decommissioning Rider Sheet No. 33
Distribution Reliability Rider Sheet No. 34
Securitization Financing Rider Sheet No. 35
Federal Tax Change Tariff Sheet No. 36
Cityds Franchise Fee Sheet No. 37
School Tax Sheet No. 38

Metered Voltage
The rates set forth in this tariff are based upon the delivery and measurements of energy at the same voltage, thus measurement

will be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be
achieved through the use of loss compensating equipment, the use of formulas to calculate losses or the application of multipliers
to the metered quantities. In such cases, the metered KWH and KW values will be adjusted for billing purposes. If the Company
elects to adjust KWH and KW based on multipliers, the adjustment shall be in accordance with the following:

1. Measurements taken at the low-side of a Customer-owned transformer will be multiplied by 1.01.
2. Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98.
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Tariff G.S. Continued T
(General Service)

Monthly Billing Demand

Energy supplied hereunder will be delivered through not more than one single phase and/or polyphase meter. Customerds
demand will be taken monthly to be the highest registration of a 15-minute integrating demand meter or indicator, or the highest
registration of a thermal type demand meter. The monthly billing demand shall be the greater of: (1) Customerfs metered kW
demand, (2) 60% of the Customerbs contract capacity in excess of 100 kW, or (3) 60% of the customerds highest previously
established monthly billing demand during the past 11 months in excess of 100 KW.

The Company reserves the right to install a demand meter on any customer receiving service under this tariff. A demand meter
will be installed by the Company for customers with monthly kWh usage of 4,450 kWh or greater.

Recreational Lighting Service Provision

Available for service to customers with demands of 5 KW or greater and who own and maintain outdoor lighting facilities and
associated equipment utilized at baseball diamonds, football stadiums, parks and other similar recreational areas. This service is
available only during the hours between sunset and sunrise. Daytime use of energy under this rate is strictly forbidden except for
the sole purpose of testing and maintaining the lighting system. All Terms and Conditions of Service applicable to Tariff G.S.
customers will also apply to recreational lighting customers except for the Availability of Service.

Rate (Tariff Code 214)
Service Charge ~ $28.00 _permonth !
Energy Charge 13.247A perkwh |

Load Management Time of Day Provision

Available to customers who use energy storage devices with time-differentiated load characteristics approved by the Company
which consume electrical energy only during off-peak hours specified by the Company and store energy for use during on-peak
hours, and who desire to receive service under this provision for their total requirements. This provision is also available for
electric vehicle charging if separately metered.

Customers who desire to separately wire their load management load to a time-of-day meter and their general-use load to a
standard meter shall receive service for both under the appropriate provision of this tariff.

Rate (Tariff Codes 223 and 225)

Service Charge $28.00 per month I
Energy Charge X

All kWh used during on-peak billing period 18.443A per KWh |
All KWh used during off-peak billing period 8.501A per KWh ) |

For the purpose of this tariff, the on-peak billing period is defined as 7:00 A.M. to 9:00 P.M. for all weekdays, Monday through
Friday. The off-peak billing period is defined as 9:00 P.M. to 7:00 A.M. for all weekdays and all hours of Saturday and Sunday.
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Tariff G.S. Continued T
(General Service)

Optional Unmetered Service Provision

Auvailable to customers who qualify for Tariff G.S., have a demand of less than 10 KW, and use the Companyds service for
commercial purposes consisting of small fixed electric loads such as traffic signals and signboards which can be served by a
standard service drop from the Companyds existing secondary distribution system. This service will be furnished at the option of
the Company.

Each separate service delivery point shall be considered a contract location and shall be separately billed under the service
contract. In the event one Customer has several accounts for like service, the Company may meter one account to determine the
appropriate kilowatt-hour usage applicable for each of the accounts.

The Customer shall furnish switching equipment satisfactory to the Company. The Customer shall notify the Company in
advance of every change in connected load, and the Company reserves the right to inspect the customerds equipment at any time
to verify the actual load. In the event of the customerds failure to notify the Company of an increase in load, the Company
reserves the right to refuse to serve the contract location thereafter under this provision, and shall be entitled to bill the customer
retroactively on the basis of the increased load for the full period such load was connected or the earliest date allowed by
Kentucky statute whichever is applicable.

Calculated energy use per month shall be equal to the contract capacity specified at the contract location times the number of
days in the billing period times the specified hours of operation. Such calculated energy shall then be billed at the following rates:

Rate (Tariff Codes 204 (Metered) and 213 (Unmetered))

Customer Charge $15.00 per month

Energy Charge A

First 4,450 kWh per month 12.292A per kWh |
All Over 4,450 kWh per month 10.813A per kWh |

Term of Contract

Contracts under this tariff may be required of customers. Contracts under this tariff will be made for an initial period of not less
than | (one) year and shall remain in effect thereafter until either party shall give at least 6 monthsd written notice to the other of
the intention to terminate the contract. The Company will have the right to make contracts for periods of longer than 1 (one) year.

Special Terms and Conditions
This tariff is subject to the Companybds Terms and Conditions of Service.

This tariff is also available to Customers having other sources of energy supply but who desire to purchase standby or back-up
electric service from the Company. Where such conditions exist the Customer shall contract for the maximum demand in KW
which the Company might be required to furnish, but no less than 10 KW. The Company shall not be obligated to supply
demands in excess of that contracted for. Where service is supplied under the provisions of this paragraph, the billing demand
each month shall be the highest determined for the current and previous two billing periods, and the minimum charge shall be as
set forth under paragraph iMinimum Chargeo above.

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps or
villages where living quarters are rented to employees and where the Customer purchases power at a single point of both their
power and camp requirements.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service
under Tariff COGEN/SPP | or Il or by special agreement with the Company.
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Tariff S.G.S.-T.O.D.
(Small General Service Time of Day Service)

Availability of Service

Available on a voluntary, basis for general service to customers being served at secondary distribution voltage with one single-
phase, multi- register meter capable of measuring electrical energy consumption during variable pricing periods. Availability is
limited to the first 500 customers applying for service under this tariff.

Customers not meeting the requirements for availability under this tariff will be permitted to continue service under this tariff
only for continuous service at the premises occupied on or prior to June 30, 2015.

Rate (Tariff Code 227)

Service Charge $28.00 per month
Energy Charge )

All kWh used during Summer on-peak billing period 19.417A per kWh
All kWh used during Winter on-peak billing period 13.693A per kWh
All kWh used during off-peak billing period 12.266A per kWh

For the purpose of this tariff, the on-peak and off-peak billing periods shall be defined as follows:

Months On-Peak Off-Peak
Approximate Percent (%) 16% 84%
of Annual Hours

Winter Period: 7:00 AM to 11:00 AM 11:00 AM to 6:00 PM
November 1 to March 31 6:00 PM to 10:00 PM 10:00 PM to 7:00 AM
Summer Period: Noon to 6:00 PM 6:00 PM to Noon
May 15 to September 15
All Other Calendar Periods None Midnight to Midnight

Note: All kWh consumed during weekends are billed at the off-peak level.

Minimum Charge
This tariff is subject to a minimum monthly charge equal to the Service Charge.

Adjustment Clauses
The bill amount computed at the charges specified above shall be increased or decreased in accordance with the following:

Kentucky Economic Development Surcharge Sheet No. 27
Demand-Side Management Adjustment Clause Sheet No. 28
System Sales Clause Sheet No. 29
Fuel Adjustment Clause Sheet No. 30
Purchase Power Adjustment Sheet No. 31
Environmental Surcharge Sheet No. 32
Decommissioning Rider Sheet No. 33
Distribution Reliability Rider Sheet No. 34
Securitization Financing Rider Sheet No. 35
Federal Tax Change Tariff Sheet No. 36
Citybs Franchise Fee Sheet No. 37
School Tax Sheet No. 38
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Tariff S.G.S.-T.0.D. Continued T
(Small General Service Time of Day)
D
Special Terms and Conditions
This tariff is subject to the Companybs Terms and Conditions of Service.
Customers with PURPA Section 210 qualifying cogeneration and/or small power productions facilities shall take service
under Tariff COGEN/SPP | or by special agreement with the Company.
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Tariff M.G.S.-T.O.D.
(Medium General Service Time of Day)

Availability of Service

Available for general service to customers with average maximum demands greater than 10 KW but not more than 100 KW
being served by a multi- register meter capable of measuring electrical energy consumption during variable pricing periods.
Availability is limited to the first 500 customers applying for service under this tariff.

Rate (Tariff Code 229)

Service Charge $28.00 per month

Energy Charge A
All kWh used during on-peak billing period 18.443A per kWh
All kWh used during off-peak billing period 8.501A per kWh

For the purpose of this tariff, the on-peak billing period is defined as 7:00 A.M. to 9:00 P.M. for all weekdays, Monday through
Friday. The off-peak billing period is defined as 9:00 P.M. to 7:00 A.M. for all weekdays and all hours of Saturday and Sunday.

Minimum Charge
This tariff is subject to a minimum monthly charge equal to the Service Charge.

Adjustment Clauses
The bill amount computed at the charges specified above shall be increased or decreased in accordance with the following:

Kentucky Economic Development Surcharge Sheet No. 27
Demand-Side Management Adjustment Clause Sheet No. 28
System Sales Clause Sheet No. 29
Fuel Adjustment Clause Sheet No. 30
Purchase Power Adjustment Sheet No. 31
Environmental Surcharge Sheet No. 32
Decommissioning Rider Sheet No. 33
Distribution Reliability Rider Sheet No. 34
Securitization Financing Rider Sheet No. 35
Federal Tax Change Tariff Sheet No. 36
Cityds Franchise Fee Sheet No. 37
School Tax Sheet No. 38

Metered Voltage
The rates set forth in this tariff are based upon the delivery and measurements of energy at the same voltage, thus measurement

will be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be
achieved through the use of loss compensating equipment, the use of formulas to calculate losses or the application of multipliers
to the metered quantities. In such cases, the metered KWH and KW values will be adjusted for billing purposes. If the Company
elects to adjust KWH and KW based on multipliers, the adjustment shall be in accordance with the following:

1. Measurements taken at the low-side of a Customer-owned transformer will be multiplied by 1.01.
2. Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98.
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Tariff M.G.S.-T.O.D. Continued T
(Medium General Service Time of Day)
Special Terms and Conditions

This tariff is subject to the Companyds Terms and Conditions of Service. Existing customers may initially choose to take service
under this tariff without satisfying any requirements to remain on their current tariff for at least 12 months.

Customers with PURPA Section 210 qualifying cogeneration and/or small power productions facilities shall take service
under Tariff COGEN/SPP | or by special agreement with the Company.
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KENTUCKY POWER COMPANY

Tariff L.G.S.
(Large General Service)
Availability of Service

Auvailable for general service to customers with average maximum demands greater than 100 KW but not more than 1,000 KW
(excluding the demand served by the Load Management Time-of-Day provision).

Existing customers not meeting the above criteria will be permitted to continue service under present conditions only for
continuous service at the premises occupied on or prior to December 5, 1984.

Rate
Service Voltage
Secondary Primary Subtransmission  Transmission
Tariff Code 240, 242, 260 244, 246, 264 248, 268 250, 270
Service Charge per Month $97.00 $145.00 $750.00 $750.00 il
Demand Charge per kW $13.84 $12.23 $8.46 $8.28 11
Excess Reactive Charge per KVA $3.46 $3.46 $3.46 $3.46
Energy Charge per kWh 8.198A 7.352A 5.524A 5.430A RRII
Minimum Charge
Bills computed under the above rate are subject to a monthly minimum charge comprised of the sum of the service charge and the
minimum demand charge. The minimum demand charge is the product of the demand charge per KW and the monthly billing
demand.
Adjustment Clauses
The bill amount computed at the charges specified above shall be increased or decreased in accordance with the following:
Kentucky Economic Development Surcharge Sheet No. 27 T
Demand-Side Management Adjustment Clause Sheet No. 28
System Sales Clause Sheet No. 29
Fuel Adjustment Clause Sheet No. 30
Purchase Power Adjustment Sheet No. 31
Environmental Surcharge Sheet No. 32 D
Decommissioning Rider Sheet No. 33
Distribution Reliability Rider Sheet No. 34 N
Securitization Financing Rider Sheet No. 35 N
Federal Tax Change Tariff Sheet No. 36
Cityos Franchise Fee Sheet No. 37
School Tax Sheet No. 38
D
Metered Voltage
The rates set forth in this tariff are based upon the delivery and measurements of energy at the same voltage, thus measurement
will be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be
achieved through the use of loss compensating equipment, the use of formulas to calculate losses or the application of multipliers
to the metered quantities. In such cases, the metered KWH and KW values will be adjusted for billing purposes. If the Company
elects to adjust KWH and KW based on multipliers, the adjustment shall be in accordance with the following:
1. Measurements taken at the low-side of a Customer-owned transformer will be multiplied by 1.01.
2. Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98.
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Tariff L.G.S. Continued T
(Large General Service)

Monthly Billing Demand

Billing demand in KW shall be taken each month as the highest 15-minute integrated peak in Kilowatts as registered during the
month by a 15-minute integrating demand meter or indicator, or at the Companyés option as the highest registration of a thermal
type demand meter or indicator. The monthly billing demand so established shall in no event be less than 60% of the greater of
(a) the customerds contract capacity or (b) the customerds highest previously established monthly billing demand during the past
11 months.

Determination of Excess Kilovolt-Ampere (KVA) Demand

The maximum KVA demand shall be determined by the use of a multiplier equal to the reciprocal of the average power factor
recorded during the billing month, leading or lagging, applied to the metered demand. The excess KVA demand, if any, shall be
the amount by which the maximum KVA demand established during the billing period exceeds 115% of the kilowatts of metered
demand.

Load Management Time of Day Provision

Auvailable to customers who use energy storage devices with time-differentiated load characteristics approved by the Company
which consume electrical energy only during off-peak hours specified by the Company and store energy for use during on-peak
hours, and who desire to receive service under this provision for their total requirements. This provision is also available for
electric vehicle charging if separately metered.

Customers who desire to separately wire their load management load to a time-of-day meter and their general-use load to a
standard meter shall receive service for both under the appropriate provision of this tariff.

Rate (Tariff Code 251)

Service Charge $97.00 per month ) |
Energy Charge X

All kWh used during on-peak billing period 15.932A per kWh I
All kWh used during off-peak billing period 8.639A per KWh I

For the purpose of this tariff, the on-peak billing period is defined as 7:00 A.M. to 9:00 P.M. for all weekdays, Monday through
Friday. The off-peak billing period is defined as 9:00 P.M. to 7:00 A.M. for all weekdays and all hours of Saturday and Sunday.

Term of Contract

Contracts under this tariff will be made for customers requiring a average maximum monthly demand between 500 KW and
1,000 KW and be made for an initial period of not less than | (one) year and shall remain in effect thereafter until either party
shall give at least 6 months written notice to the other of the intention to terminate the contract. The Company reserves the right
to require initial contracts or periods greater than 1 (one) year. For customers with demands less than 500 KW, a contract may, at
the Companyébs option, be required.

Where new Company facilities are required, the Company reserves the right to require initial contracts for periods greater than
one year for all customers served under this tariff.

A new initial contract period will not be required for existing customers who change their contract requirements after the original
initial period unless new or additional facilities are required.

Contract Capacity
The Customer shall set forth the amount of capacity contracted for (the ficontract capacityd) in an amount up to 1,000 KW.

Contracts will be made in multiples of 25 KW. The Company is not required to supply capacity in excess of such contract
capacity except with express written consent of the Company.
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Tariff L.G.S. Continued
(Large General Service)

Special Terms and Conditions
This tariff is subject to the Companybds Terms and Conditions of Service.

This tariff is also available to Customers having other sources of energy supply but who desire to purchase standby or back-up
electric service from the Company.  Where such conditions exist the customer shall contract for the maximum amount of
demand in KW, which the Company might be required to furnish, but not less than 100 KW nor more than 1,000 KW. The
Company shall not be obligated to supply demands in excess of the contract capacity. Where service is supplied under the
provisions of this paragraph, the billing demand each month shall be the highest determined for the current and previous two
billings periods, and the minimum charge shall be as set forth under paragraph fiMinimum Chargeo above.

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps or
villages where living quarters are rented to employees and where the customer purchases power at a single point for both his
power and camp requirements.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service
under Tariff COGEN/SPP I or Il or by special agreement with the Company.
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Tariff L.G.S.-T.O.D.
(Large General Service Time of Day)

Availability of Service

Available for general service customers with average maximum demands of 100 KW or greater. Customers may continue to
qualify for service under this tariff until their 12-month average demand exceeds 1,000 KW. Availability is limited to the first
500 customers applying for service under this tariff.

Rate
Service Voltage
Secondary Primary Subtransmission  Transmission
Tariff Code 256 257 258 259
Service Charge per Month $97.00 $145.00 $750.00 $750.00 i
Demand Charge per kW $9.33 $7.91 $4.39 $4.32 RRII
Excess Reactive Charge per KVA $3.46 $3.46 $3.46 $3.46
On-Peak Energy Charge per kWh 12.648A 12.052A 11.878A 11.731A i
Off-Peak Energy Charge per kWh 6.138A 5.966A 5.916A 5.874A 1
For the purpose of this tariff, the on-peak billing period is defined as 7:00 A.M. to 9:00 P.M., for all weekdays Monday through
Friday. The off-peak billing period is defined as 9:00 P.M. to 7:00 A.M. for all weekdays and all hours of Saturday and Sunday.
Minimum Charge
Bills computed under the above rate are subject to a monthly minimum charge comprised of the sum of the service charge and the
minimum demand charge. The minimum demand charge is the product of the demand charge per KW and the monthly billing
demand.
Adjustment Clauses
The bill amount computed at the charges specified above shall be increased or decreased in accordance with the following:
Kentucky Economic Development Surcharge Sheet No. 27 T
Demand-Side Management Adjustment Clause Sheet No. 28
System Sales Clause Sheet No. 29
Fuel Adjustment Clause Sheet No. 30
Purchase Power Adjustment Sheet No. 31
Environmental Surcharge Sheet No. 32 D
Decommissioning Rider Sheet No. 33
Distribution Reliability Rider Sheet No. 34 N
Securitization Financing Rider Sheet No. 35 N
Federal Tax Change Tariff Sheet No. 36
Citybs Franchise Fee Sheet No. 37
School Tax Sheet No. 38 b
Metered Voltage
The rates set forth in this tariff are based upon the delivery and measurement of energy at the same voltage, thus measurement
will be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be
achieved through the use of loss compensating equipment, the use of formulas to calculate losses or the application of multipliers
to the metered quantities. In such cases, the metered KWH and KW values will be adjusted for billing purposes. If the Company
elects to adjust KWH and KW based on multipliers, the adjustment shall be in accordance with the following:
1. Measurements taken at the low-side of a Customer-owned transformer will be multiplied by 1.01.
2. Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98.
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Tariff L.G.S.-T.0.D. Continued
(Large General Service Time of Day)

Monthly Billing Demand

Billing demand in KW shall be taken each month as the highest 15-minute integrated peak in kilowatts as registered during the
month by a 15-minute integrating demand meter or indicator, or at the Companyds option as the highest registration of a thermal
type demand meter or indicator. The monthly billing demand so established shall in no event be less than 60% of the greater of
(a) the customerds contract capacity or (b) the customerds highest previously established monthly billing demand during the past
11 months.

Determination of Excess Kilovolt-Ampere (KVA) Demand

The maximum KVA demand shall be determined by the use of a multiplier equal to the reciprocal of the average power factor
recorded during the billing month, leading or lagging, applied to the metered demand. The excess KVA demand, if any, shall be
the amount by which the maximum KVA demand established during the billing period exceeds 115% of the kilowatts of metered
demand.

Term of Contract

Contracts under this tariff will be made for customers requiring a average maximum monthly demand between 500 KW and
1,000 KW and be made for an initial period of not less than | (one) year and shall remain in effect thereafter until either party
shall give at least 6 months written notice to the other of the intention to terminate the contract. The Company reserves the right
to require initial contracts or periods greater than 1 (one) year. For customers with demands less than 500 KW, a contract may, at
the Companyébs option, be required.

Where new Company facilities are required, the Company reserves the right to require initial contracts for periods greater than
one year for all customers served under this tariff.

A new initial contract period will not be required for existing customers who change their contract requirements after the original
initial period unless new or additional facilities are required.

Contract Capacity

The Customer shall set forth the amount of capacity contracted for (the ficontract capacity0) in an amount up to 1,000 KW.
Contracts will be made in multiples of 25 KW. The Company is not required to supply capacity in excess of such contract
capacity except with express written consent of the Company.

Special Terms and Conditions
This tariff is subject to the Companybs Terms and Conditions of Service.

This tariff is also available to Customers having other sources of energy supply but who desire to purchase standby or back-up
electric service from the Company. Where such conditions exist the customer shall contract for the maximum amount of demand
in KW, which the Company might be required to furnish, but not less than 100 KW nor more than 1,000 KW. The Company
shall not be obligated to supply demands in excess of the contract capacity. Where service is supplied under the provisions of
this paragraph, the billing demand each month shall be the highest determined for the current and previous two billings periods,
and the minimum charge shall be as set forth under paragraph fiMinimum Chargeo above.

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps or
villages where living quarters are rented to employees and where the customer purchases power at a single point for both his
power and camp requirements.

Customers with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under
Tariff COGEN/SPP | or Il or by special agreement with the Company.
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Tariff 1.G.S.
(Industrial General Service)
Availability of Service

Available for commercial and industrial customers with contract demands of at least 1,000 KW. Customers shall contract for a
definite amount of electrical capacity in kilowatts, which shall be sufficient to meet average maximum requirements.
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Rate
Service Voltage
Secondary Primary Subtransmission  Transmission
Tariff Code 356 358/370 359/371 360/372
Service Charge per Month $276.00 $276.00 $794.00 $1,353.00
Demand Charge per kW
Of monthly on-peak billing demand $26.99 $24.94 $17.36 $17.00 i
Of monthly off-peak billing demand $1.84 $1.78 $1.75 $1.73 I-RR
Energy Charge per kWh 3.156A 3.007A 2.964A 2.927A 1
Reactive Demand Charge for each kilovar of maximum leading or lagging reactive demand in
excess of 50 percent of the KW of monthly metered demandé é é é é € 6 é é € € é é $0.69/KVAR
For the purpose of this tariff, the on-peak billing period is defined as 7:00 AM to 9:00 PM for all weekdays, Monday through
Friday. The off-peak billing period is defined as 9:00 PM to 7:00 AM for all weekdays and all hours of Saturday and Sunday.
Minimum Demand Charge
The minimum demand charge shall be equal to the minimum billing demand times the following minimum demand rates:
Secondary Primary Subtransmission  Transmission
[ $2568/kw | $2368/kw | $16.12/kw | $1577/kw | RRRR
The minimum billing demand shall be the greater of 60% of the contract capacity set forth on the contract for electric service or
60% of the highest billing demand, on-peak or off-peak, recorded during the previous eleven months.
Minimum Charge
This tariff is subject to a minimum charge equal to the Service Charge plus the Minimum Demand Charge.
Adjustment Clauses
The bill amount computed at the charges specified above shall be increased or decreased in accordance with the following:
Kentucky Economic Development Surcharge Sheet No. 27 T
Demand-Side Management Adjustment Clause Sheet No. 28
System Sales Clause Sheet No. 29
Fuel Adjustment Clause Sheet No. 30
Purchase Power Adjustment Sheet No. 31
Environmental Surcharge Sheet No. 32 D
Decommissioning Rider Sheet No. 33
Distribution Reliability Rider Sheet No. 34 N
Securitization Financing Rider Sheet No. 35 N
Federal Tax Change Tariff Sheet No. 36
City6s Franchise Fee Sheet No. 37
School Tax Sheet No. 38

Continued on Sheet 8-2
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Tariff 1.G.S. Continued
(Industrial General Service)

Metered Voltage
The rates set forth in this tariff are based upon the delivery and measurement of energy at the same voltage, thus measurement

will be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be
achieved through the use of loss compensating equipment, the use of formulas to calculate losses or the application of multipliers
to the metered quantities. In such cases, the metered KWH and KV A values will be adjusted for billing purposes. If the Company
elects to adjust KWH and KW based on multipliers, the adjustment shall be in accordance with the following:

1. Measurements taken at the low-side of a Customer-owned transformer will be multiplied by 1.01.
2. Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98.

Monthly Billing Demand
The monthly on-peak and off-peak billing demands in KW shall be taken each month as the highest single 15-minute integrated
peak in KW as registered by a demand meter during the on-peak and off-peak billing periods, respectively.

The reactive demand in KVARSs shall be taken each month as the highest single 15-minute integrated peak in KVARs as
registered during the month by a demand meter or indicator.

Term of Contract

Contracts under this tariff will be made for an initial period of not less than two years and shall remain in effect thereafter until
either party shall give at least 12 monthsd written notice to the other of the intention to terminate the contract. The Company
reserves the right to require initial contracts for periods greater than two years.

A new initial contract period will not be required for existing customers who change their contract requirements after the original
initial period unless new or additional facilities are required.

Contract Capacity

The Customer shall set forth the amount of capacity contracted for (fithe contract capacity0) in an amount equal to or greater than
1,000 KW in multiplies of 100 KW. The Company is not required to supply capacity in excess of such contract capacity except
with express written consent of the Company.

Special Terms and Conditions
This tariff is subject to the Companybds Terms and Conditions of Service.

This tariff is available for resale service to mining and industrial Customers who furnish service to Customer-owned camps or
villages where living quarters are rented to employees and where the Customer purchases power at a single point for both the
power and camp requirements.

This tariff is also available to Customers having other sources of energy supp