
N AT F PUBLIC SERVICE 
COMMlSSlON 

AT 



The undersigned, KARL R. RLETZACKER, being duly sworn, deposes and says he is 
Director, Fiuidaiiieiital Analysis for Aiiierican Electric Power, that lie has personal 
knowledge of the matters set forth in the forgoing responses for wliicli he is tlie identified 
witness and that tlie information contained tlierein is true arid correct to the best of his 
infoimatioii, knowledge, aiid belief. 

STATE OF OHIO 
) CASE NO. 201 1-00401 

COUNTY OF FRANKLIN ) 

Subscribed aiid sworn to before me, a Notary Public in and before said County 
and State, by Karl R. Rletzaclter, this tlie %’ day of January 2012. 



The uiidersigiied, Lila P. Muiisey, beiiig duly sworii, deposes aiid says she is the 
Manager, Regulatory Services for Kentucky Power, that die has personal Iuiowledge of 
tlie inatters set forth in tlie forgoing respoiises for wliich she is tlie identified witiiess and 
that the inforiiiatioii contaiiied tliereiii is true and coi-rect to the best of her inforiiiation, 
luiowledge, aiid belief 

' h  Lila P. 'Muiisey 

COMMONWEALTH OF KENTUCKY 

COUNTY OF FMNKL,IN 

) 

) 
) CASE NO. 20 1 1-0040 1 

Subscribed aiid sworii to before me, a Notary Public in arid before said County 
cvld State, by Lila P. Muiisey, this 20th day of Jaiiuary 2012. 



The undersigned, TORY THOMAS, being duly swoiii, deposes and says lie is Managing 
Director, Kentucky Power Generation, Gas, Reiiewals and Planning for American 
Electric Power, that lie has personal luiowledge of tlie matters set foi-tli in tlie forgoiiig 
respoiises for which lie is the identified witness and that the inibii-riatioii coiitaiiied therein 
is tnie a id  coiTect to the best of llis iiifoiiiiation, luiowledge aiid belief. 

/ 

STATE OF OHIO 

COUNTY OF FRANKLIN 

TOBY THOMAS 

) 

) 
) CASE NO. 201 1-00401 

SLtbscribed and swoiii to before me, a Notary Public in aiid before said Couiity 
and State, by Toby Tlioiiias, thi: 

My Commission Expires: 
I 



N 

The undersigned, ROBERT L. WALTON being duly sworn, deposes and says he is 
Managing Director Projects and Controls for American Electric Power, that he has 
personal knowledge of the matters set forth in the forgoing responses for which he is the 
identified witness and that the infoimation contained therein is true and correct to the best 
of his information, knowledge and belief 

STATE OF OHIO 

COUNTY OF FRANKLIN 

) 
) CASE NO. 201 1-00401 

Subscribed and sworn to before me, a Notary Public in and before said County 
and State, by Robert L. Walton, this the ab day of January 2012. 



The undersigned, SCOTT C. WEAVER, being duly swoiii, deposes and says he is 
Managing Director Resource Planning and Operation Analysis for American Electric 
Power, that lie has personal IuiowIedge of tlie matters set foi-tli in the forgoing responses 
for which lie is the identified witness and that tlie information contained therein is true 
and coil-ect to tlie best of his infomiation, luiowledge and belief 

SCOTT C. WEAVER 

STATE OF OHIO 

COUNTY OF FRANKLIN 

) 

1 
) CASE NO. 20 1 1-0040 1 

Subscribed arid swoi-n to before me, a Notary Public iii and before said County 
and State, by Scott C. Weaver, this tlie &day of Jaiiuary 2012. 

ab of Ohio 

\ ,  . 
My Coiix~iission Expires: 

1 



The undersigned, Rank IC. Wolxdias, being duly swoiii, deposes and says he is the 
Managing Director Regulatory and Fiiiaiice for I<entucky Power, tliat lie lias personal 
luiowledge of the matters set foi-tli in Ilie forgoing responses for which he is the identified 
witiiess and that tlie infoilnation contained therein is true aiid correct to tlie best of his 
iizEorination, luiowledge, and belief 

Raiiie IC. Wolxdias 

COMMONWEAL,TH OF KENTUCKY ) 
) CASE NO. 20 1 1-0040 1 

COUNTY OF FRANICLIN ) 

Subscribed a~id sworn to before me, a Notary Public in and be€ore said County 
and State, by Rank K. Wolmhas, tlis the 2,0th day of January, 20 12. 



The undersigned, John M. McManus, being duly swoi-ii, deposes and says lie is Vice 
President Environ~iiental Services for Ainericari Electric Power, that he has personal 
knowledge o l  the matters set forth in the forgoing responses for which lie is the identikd 
witness and that the information contained therein is tiue and correct to the best of his 
iiifoi-iiiatioii, ltiiowledge and belief 

STATE OF OHIO 

COUNTY OF FRANKLIN 

) 
) CASE NO. 201 1-00401 
1 

Subscribed and sworn to be€ore me, a Notary Public in and before said County 
arid State, by John M. McManus, this the / "b  day of Jaii~ary 2012. 

?n.1 
E 

My Coinmission Expires: FhYg la 





KPSC Case No. 2011-00401 
Attorney General Initial Set of Data Requests 

No. 1 
6 o f 1  

ated January 13,2062 

Please reference the McManus testimony at page 7, lines 13 tllrougli 15, wherein the 
following statement appears regarding the final CSPAR rule. “The assurance provisions 
go into effect in 2012 based on the final rule, but EPA has proposed delaying the 
effective year to 2014.” Please update the McManus testimony if necessary as well as the 
application in general and any other testimonies to reflect changes, if any, the company 
will experience or anticipates it will experience. 

RESPONSE 

Since the filing of Company witness McMaiius’s direct testimony in this proceeding, tlie 
CSAPR has been stayed by tlie D.C. Circuit. A court decision on the future of this rule is 
expected later in 2012. While it is unlikely that CSAPR will be applicable in 2012, it is 
possible that this rule will become effective in 2013. At this time, it is u r h o w n  what 
role the assurance provision will have in any future ruling. In absence of CSAPR, the 
company must continue to adhere to the provisions of the CAIR allowance program. 

WITNESS: Jolm M McManus 





C Case NO, 2011-00401 
Attorney General I Set of Data Requests 

January 13,2012 
Item No. 2 
Page 1 o f 2  

Please reference the McManus testimony at page 9, footnote 2. Please provide the EPA state 
emission budget allowance for tlie state of Indiana. 

RESPONSE 

Please see Attachment 1 of this response for tlie EPA emission budget allowances for the State of 
Indiana per the CSAPR finalized on July 6 ,  201 I .  

WITNESS: John M McMaiius 



I<PSC Case No 201 1-00401 
Attorney General's First Set of Data Requests 

Dated January 13, 2012 
Item No 2 

Page 2 of 2 

Budget Variabil ity Limit 
2012 2014 2012 2014 

Indiana 109.726 108.424 19.751 19.516 

State 
State Assurance Level 

2012 2014 
129.477 127.94 

State Budgets, Variabil ity Limits, and Assurance Levels for  
Annual SO2 Emissions (Thousand Tons) 
; Budget Variabil ity Limit 

2014 2012 2014 2012 2014 SO2 Group 
2012 I State 

190.111 1 285.4241 161.111 51.376 29 336 8 Indiana - 

I State Budgets, Variabil ity Limits, and Assurance Levels f o r  

Budget Variabil ity Limit 
2012 2014 2012 2014 

Indiana 46.876 46.175 9.844 9 697 

State 
State Assurance Leve r  

2012 2014 
56.72 55872 





KBSC Case No. 2011-00481 

Dated ;lanuary 13,20112 
Item No. 3 
Page 1 of 1 

Attorney Genera 

Please update tlie application and all testiinoiiies to reflect tlie effect, impact, aiid 
ramificatioiis which the 201 1 proiiiulgatioii of the final version of EPA’s MACT rule will 
have upon the company. 

The MACT Rule was finalized by the 1J.S. Environmental Protection Agency (EPA) on 
December 16, 201 1 , and was renamed the Mercury Air Toxics Standards (MATS) Rule. 
AEP is in tlie process of analyzing the newly finalized ixle addressing mercury and other 
hazardous pollutants (HAPS). The final rule varies little from tlie proposed rule, and 
based on a preliiniiiary analysis, there will be little if any change in impact 011 the 
company from the rule. When a niore thorough analysis is completed, a determination 
will be made of tlie need for an update of the applicatioii aiid testimonies. 

WITNESS: Jolvi M McMaiius 





Attorney General 
Dated January 13,2012 

age 1 of1  
Item No. 4 

Y 

Please reference the McManus testimony at page 14, line 17. Wiat are the other 
ccsources7’ referenced in tlie statement. Please describe them in detail. 

TJiider the final CSAPR, tlie Company inay purchase additional allowances froin the 
market to cover its ernissioiis, assuiiiiiig otlier allowance holders are willing to sell. 
“Sources” in the market include any entity that owns CSAPR allowances, and are 
typically utility companies that are allocated allowances froin USEPA. 

: Johi M McManus 





SC Case No. 2 ~ ~ 1 - ~ Q 4 ~ ~  
t Set of Data Requests 
ated January 113,2812 

Item No. 5 
Page 1 of 1 

Attoruey Gener 

Please reference the McManus testiinoiiy at page 17. In the event the air peiiiiits as filed 
are not approved, what effect, if any, will any disapproval have on the current application 
pending before the PSC? 

In the eveiit tlie air yeiiiiit application, as filed for the Big Sandy Unit 2 FGD project is 
iiot approved, tlie Company will have to work with the Kentucky Division of Air Quality 
to mitigate all issues that prevented approval. Such disapproval may delay the project 
schedule as shown in Exhibit E W - 1  of Coinpany witiiess Walton's direct testimony, a id  
constiuction cannot cormiieiice until air pei-niit application approval is received. 

WITNESS: Jolm M McMaiius 





SC Case NO. 2011-00401 
Att~rnegr General's 

ated January 13,2012 
I[k!lm NO. 6 
Page 1 of 1 

owe 

Please refereiice the Muiisey testimony at pages 22 and 23 wliere the Company bases the monthly 
and yearly finaricial impact on a residential custoiiier's bill using an average 1,000 ltWh per 
molltll. 

a. Wliat is the actual, average residential montlily use for ICPCo's customers for tlie past five 
years? 

b. If it is different than 1,000 ltwh per month, please provide tlle increase on the average 
residential custoiner' s bill. 

a. The average residential inoiithly use for ICentucIy's customers is listed below: 

Kentucky Power Company 
Average Monthly Residential Usage 

- Year kWh 
2007 1,436 
2008 1,435 
2009 1,407 
2010 1,523 
2011 1,376 

b. Based 011 the average residential custonier's bill in 201 1, and using tlie increase as filed, the 
average residential customer's bill would increase by $41.72, or approximately 3 1.4%, in 
2016. TJsing tlie adjusted increase described in tlie Company's response to KPSC 1-20(a), tlie 
average residential custoiiier's bill would increase by $39.19, or approximately 29.5%, in 
2016. 

NESS: Lila P Nuiisey 





SC Case No. 2011-00401 
B Set of Data Requests 

January 13,2012 

Page 1 of 1 

Attorney General's 

xt@rPl No. 7 

REQUEST 

What is tlie actual, average conuiiercial monthly use for KPCo's customers for the past five 
years? 

a. How much will the average coiiviiercial custoiner's bill increase? 

Kentucky Power Company 
Average Monthly Commercial Usage 

Year kWh 
2007 4,059 
2008 4,005 
2009 4,021 
2010 4,109 
2011 3,840 

a. Rased on the average comnercial custoiner's bill in 20 1 1 , and using the increase as filed, 
the average convnercial custoiiier's bill would increase by $1 1 8.34, or approximately 
3 1.4%, in 2016. Usiiig tlie adjusted increase described in the Company's response to 
KPSC 1 -2O(a), tlie average comnercial customerk bill would increase by $1 1 1.18, or 
approxiinately 29.5%, iii 2016. 

ESS: Lila P Mtuisey 





Attorney General's 
ated January 13,2012 

Item No. 8 
Page B o f 1  

What is the actual, average industrial moiitlily use for I(PCo's customers for tlie past five 
yeass? 

a. How iiiucli will tlie average industrial customer's bill increase? 

RESPONSE 

ky Power Company 
cpmthlly Industrial Usage 

Year kdVlh 
2007 134,067 
2003 193,305 
2009 135,809 
2010 190,260 
2011 192,620 

a. Based on the average industrial customer's bill in 201 1 , and using the iiicrease as 
filed, tlie average iiidustrial customer's bill would iiicrease by $3,645.16, or 
approxiiiiately 3 1.4%, iii 2016. Using the adjusted increase described in the 
Company's response to KPSC 1 -2O(a), the average industrial custoiiier's bill would 
increase by $3,424.59, or approximately 29.5%, in 2016. 

SS: Lila P Muiisey 





Y 

UEST 

Please reference the Walton testimony at page 20 at lines 7 through 12. 

a. Provide tlie iiuinerical or percentage increase for the “escalation of labor aiid materials in 
the cost estimate.” 

b. Does KPCo inflate construction costs to address administrative coiiipaiiy oversight of the 
contract(s)? If so, by how iiiucli and does it vary by the degree of administrative work 
perfoimed by KPCo? 

SPONSE 

a. 

b. 

During the 5-year period 2006 tlxough 2010, the IHS CERA Cost Index data for FGD 
prqjects indicate an overall total escalation in costs of 28%, which equates to a 5.1% annual 
rate. It is KPCo’s opinion that Utility Industry FGDs, SCRs aiid other eiiviromnental projects 
will experience a similar “boom-bust” cycle as seen in the later part of the last decade arid 
thus, we have utilized tlie stated annual rate in our estimate. 

IQCo does not inflate construction costs to address contract administration. In tlie noma1 
course of developing and tlien refining the overall project cost estimate, each AEP support 
organization, including Contract Administration, provides a forecast of the costs required to 
execute their specific responsibilities in support of the project. 

WITNESS: Robeit L Walton 





Attorney General’s 
Dated Janata1-y 113,2012 

Page 1 of1  
Item No. 118 

Does tlie company believe that its cost estimates of coiiiplyiiig with the EPA regulatioiis / laws 
cited in tlie application are excessive, when compared with the cost estimates of other utilities 
wliich generate their electricity by coal to likewise coinply with tlie same EPA mandates? 
Describe the answer in detail. 

Although the Company is not privy to the specific costs that other utilities may actually be 
iiicuiTiiig to comply with EPA mandates, the Coiiipaiiy does not believe its cost estimates are 
excessive. The results of tlie Company’s due diligence, ecoiioiiiic evaluation, and technical 
evaluation demoiistrate that installing tlie NID system on Big Sandy Unit 2 is the lowest cost 
option. 

HTNESS: Robert L Waltoii 





SC Case No. 2011-00401 
Attorney General’s Set ofhbata Requests 

ted Jamualy 13,2012 
Itern No. 11 
Page 1 of1  

Y 

UEST 

Please reference the Weaver testimony at pages 12 through I3 as well as the testimony iii 
general. Please provide a chart or graphical depiction of tlie following, broken down by Pliase 1 
and Phase 2 of the CSAPR Rule: 

a. the estimated curtailment date(s), if aiiy, of tlie Rig Sandy units, with each unit listed 
separately, and amount of generated electricity expected to be curtailed; 

b. the amounts and expected costs of any additional power that may have to be purchased as 
a result of aiiy such curtailments; 

c. the estimated impact on the bills of average residential, commercial and iiidustrial 
customers, with each listed separately, including also the costs of any purchased power 
reflected in subpart (b), above. 

a. Please see the response to KPSC 1-8. 

WITNESS: Robert L Walton 





§C Case No. 201 1-00481 
Aittorlr~egr General 

ated January 13,2812 
Item No. 12 
Page 1 of 1 

Please reference tlie application in general as it relates to using natural gas as the 
feedstock to power ICPCo’s generators. Is the company familiar with the impact on 
natural gas prices that occurred when electric generating utilities began using natural gas 
as the feedstock for peaking units in tlie late 1980’s/early ~ O ’ S ?  If so, what happened to 
that price? 

The company is familiar with the relationsliip between natural gas price aiid natural gas 
demand described as Price Elasticity; tlie percentage change in the quantity demanded 
divided by the percentage change in price. With the developmerit of shale gas, tlie price 
elasticity o€natural gas has risen to near 1.0. This would iiiiply that a 10% increase in 
total natural gas demaiid (of‘ which electric generation is approxiinately 3O%), the 
resulting price increase would be approximately 10% ($0.40 on $4/111mblU natural gas). 
In the late 1980’s, domestic natural gas price was less elastic due to inarginal slipply that 
was generally coining from offshore Gulf of Mexico. 

SS: Scott C Weaver, ICarl R Rletzaclter 





SC Case No. 2011-00401 
Attorney GeneriaP1's Initial Set 06 

Y 

Please reference the application in general. Did KPCo consider the availability and cost 
of purchased power (wliether from tlie AEP Power Pool, or the open market) given the 
necessary upgrades that other electric generating utilities iiiust initiate in order to reach 
compliance with the EPA regulations discussed in tlie company's application? If not, why 
not? If so, please explain iii detail iiicludiiig any cost studies, analyses, etc. 

a. If the answer to the above question is 110, please explain in detail why not. 

Yes. The AEP Fundamental Analysis groupls profiling of pricing scenarios identified 
under TABLE 3 (pages 28 and 29) of Mr. Weaver's testimony did reflect the prospects 
and iniplications of emerging U.S. EPA regulatioiis including CSAPR , EGU MACT 
(now "MATS") as well as CCR and Clean Water Act 3 16(b) iuleinaltiiig. The inodeliiig 
perfoiined by this group using their proprietary tool, AuroraXMP, was perfoiined 
"liolisticallyl'; meaning it encoiiipassed zonal inarltets across tlie entire 1J.S. Eastern 
Intercoimect, plus ERCOT (Texas). Rased on direct intelligence gatliered by that group 
in terms of any publiclyamiouiiced, lion-AEP geiieratiiig unit status, assuinptions were 
tlien made by Fuiidaiiiental l ialysis arouiid a disposition approach (e.g. retireiiieiit, 
retrofitting, cui-tailnieiit) €or each and every fossil generating unit owned by other electric 
utilities aiid IPP's based on their adliereiice to the same set o€ ruleinaltiiig identified 
above. 

S: Scott C Weaver aiid Karl R Bletzaclter 





Item No. 14 
Page 1 of 1 

Does KTCo believe that the actions wliich electric generating utilities will need to initiate 
in order to achieve compliance with the new or revised EPA regulations will or may 
tlu-eaten tlie reliability of the 1-J.S. electric grid? Explain your answer in detail and provide 
any studies, analyses, etc. 

KPCo and others expressed conceiiis to USEPA during the ruleinaltiiig process for tlie 
CSAPR and MACT rules about the potential impacts of the accelerated implementation 
schedule of these rules on tlie reliability of the electricity grid. Copies of AEP's 
coimiients on both tlie CSAPR and MACT rules, and supplemental iiifoiinatioii submitted 
by AEP after the close of tlie comment period on both ides  in response to fiirtlier 
requests fi-om TJSEPA are provided. In addition, AEP relied on coimiients submitted by 
EEI and otliers, copies of wliich are also provided. Certain of the studies referenced in 
these conuiients that focus on reliability impacts and constructioii schedule tiniiiig are 
also provided. Finally, SPP, PJM, and a joint group of reliability organizations submitted 
coimnents to USEPA to address these coiiceriis. Copies of these coimiients to USEPA, 
along with other reliability related reports, are also provided in "AG 1-14 Attachment 1 
through "AG 1-14 Attaclvnent 16". The full docket for tliese iules, including all 
coiiuiients and aiialyses submitted to USEPA, can be located at regulations.gov. 

SS: Jolvi M McMaiius 

http://regulations.gov




$61 Case NO. 201 l-OO4Ol 
Attorney General Initial Set of 

Dated January 13,2032 
hill No. 15 
Page 1 of 1 

Is tlie company familiar with Kentricky PSC precedent wherein the Coiiiiiiissioii has 
refused to allow regulated utilities to iiiclude within their rate base tlie estimated rate 
impact(s) of drafi legislation and other potential legal requireinelits which the utility 
anticipates or believes will become likely at some future time ? 

a. If so, please explain wliy tlie conipany included pricing forecasts for COz in its 
inodeling for its decisioii(s) in tlie application. 

Without citation to the specific Commission decisions referenced in tlie data request, 
Kentucky Power is unable to respond with the requisite certainty to tliat poi-tion of the 
data request asking about its “familiarity with I<entucly PSC precedeiit . . . .” Tlie 
Cornpaiiy is willing to consider the applicability of any specifically identified precedent 
to its inodeling. 

a. Without regard to the Company’s faiiiiliarity with tlie refereliced precedent, it was 
appropriate for Keiituclcy Power to include pricing forecasts for CO2 in coimection 
with the modeling performed in cormection with its application. Tlie forecasting was 
dolie in connection with the Company’s efforts to deteiiniiie the least-cost alternative 
among the four alteiiiatives analyzed. Tliis process is wholly separate from, and 
independent of, those ratemalting principles (tliat the data request may or may not be 
referencing) requiring that any adjustments to test year values be luiown and 
measurable. 

SS: Ranie I< Wolmlias 





§C Case NO. 2011-00401 
Attolmuey General’s HwitiaP §et of Data Requests 

Dated January 13,2812 
HteIlra No. 86 
Page 1 o f 4  

In the iiifoiiiial conference held in this iriatter 011 January 5 ,  2012, KPCo officials provided a 
discussioii regarding tlie dry flue gas desulfiarization teclmology lcnown as the Alstoin NID. 

a. Please provide tlie names of tlie [J.S. utilities which either have or curreiitly are using tlie 
AIstom NID technology. 

b. Please discuss iii detail how the techriology has been used by any utility, by name, in the ‘T_J.S. 

c. Provide a coniprelieiisive discussioii regarding tlie due diligence, including but not limited to 
reliability, lifespaii of tlie equipiiient deployed aid O&M expeiises, the company 
conducted regarding this teclmology. Include in your discussioii the extent to wliicli I(PCo 
and AEP investigated FGD teclmology made by other manufacturers. 

d. In tlie infornial conference discussed above, KPCo stated that the Alstoiii NID teclxiology is 
used by soine European utilities. Please indicate for how long this technology has been used 
by any such utility. Provide a coinparison of expected 0 & M costs for tlie Alstoni NID 
teclmology, compared with expected 0 & M costs iiicuiTed for other dry FGD technology 
which tlie conipaiiy iiivestigated in its due diligence. Such other teclmology inay include dry 
FGD teclxiology iiistalled on generating units owned in whole or in pait or controlled by 
AEP and / or its affiliates or subsidiaries, or by otlier utilities. 

e. Conipaiiy officials stated that tlie Alstoin NID technology would have lower installed capita1 
costs. Provide tlie installed capital costs for other dry FGD technologies for which KPCO / 
AEP conducted its due diligence. 

(i) m i a t  otlier capital costs would be associated with both the Alstoin NID teclxiology, 
and other dry FGD teclxiology? Discuss in complete detail, iiicludiiig any studies, 
analyses, etc.. 

f.. Company officials stated that using tlie Alstom NID teclmology would lead to greater fuel 
savings. Provide a discussioii in this regard, and provide a model of the amouiit of file1 
savings anticipated, together with all assuniptions upon wliicli the model is based. Please 
provide the model 011 an Excel spreadsheet with all foiinulae intact. 

g. In tlie event tlie Cominission sliould approve KPCo’s request for a CPCN for the Alstoin 



SC Case No. 201 1-00401 
Attorney GeneraI9s 

Item No. 16 
Page 2 o f4  

NID technology, please state wlietlier IoPCo would continue to use tlie same or rough 
equivalent amounts of Kentucky coal that it cimeiitly uses for its Big Sandy-2 plant. 

11. If similar amounts of Kentucky coal are not used, please reconcile this to the goal of KRS 
278.183 for Kentucky utilities to use I<entucly coal. 

i. Company officials stated that tlie Alstoin NID teclmology would have a parasitic load of 
between 2% - 3%. Please state whether this would cause the company to purchase 
additional power, and if so, how much, in teiins of both amounts and expected costs. 
Additionally, please provide a coinparison of tlie parasitic load that could be expected if dry 
FGD technology from other iiiaiufacturers is used in lieu of tlie Alstoin NID. 

a. Please see tlie respoiise to Coinmission Staffs First Set of Data Requests Item No. 35(a). 

h. This tecluiology has been maiiily used to remove SO2 from the flue gas stream at coal-fired 
power plants in tlie US. 

c. Please see tlie respoiises to Comniissioii Staffs First Set of Data Requests, Item No. 30, 
Attachment 1 and Ite1ii No. 3S(b). 

d. This teclmology has been used in Europe since 1995. For O&M costs, please see the response 
to Commission Staffs First Set of Data Requests, Item No. 30. 

e. Please see tlie responses to Coiixnissioii Staffs First Set of Data Requests, Item No. 30, 
Attachment 1, page 9. 

(i) There are no other capital costs expected to be associated with the NID system or 
other dry FGD technology that were iiot included in the analysis. 

f. The attached file provides the ISPCo hiel savings for various types of FGD technology (i.e. 
Wet, Dry and NID). This analysis iiidicates that the NID 4.5 lb coal technology produces file1 
savings over tlie other FGD technologies. 

g. It is not yet Iaiowi with certainty wliether KPCo would increase or decrease its usage of 
Keiitucky coal following the retrofit of tlie NID system. KPCo does cuimitly procure low 
sulfiir coal from sources within Kentucky. After tlie retrofit, ISPCo will iiot only need to 
contiiiue to procure low sulfix coal, but will also have tlie flexibility to procure higher sulfur 
coal, of which there are sources in Kentucky. The amount of Keiitucky coal that KlsCo uses 
after tlie NID retrofit will depeiid on tlie price of coal ofrered in response to future coinpetitive 
solicitations by ICPCo for coal to supply tlie Big Sandy Plant. It can be said, however, that the 
NID technology retrofit will iiot require a decrease in the use of Kentucky coal at tlie Big 
Sandy Plant. 



SC: Case No. 2011-80401 
Attortney Geinerd’s Initial Set of Data Requests 

Dated January 13,2012 
tern No. 16 
Page 3 of4  

h. See response to pait (g). 

i. Please see the response to Conmission Staffs First Set of Data Requests, Item No. 30, 
Attachment 1, page 1 1 , which shows the required auxiliary power usage of the NID FGD as 
conipared to other FGD technologies. 

IQCo does not expect to have to purchase additional power to mitigate the parasitic load. 
However, it is envisioned that following the initial commissioning and operation o f  the DFGD 
system, KPCo would undeitalte a mlit performance test for determination o f  the post-retrofit unit 
capability in order to coiifiiin this presumption. 

TNESS: Robert L Walton 
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FGD Technology 
201 1 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 

CPW of KPCO Costs ($000) 
Period of 20 1 1-2040 
Cost Over 4.5lb NID 

Kentucky AG lnititial Data Request 
Response to 16 f. 

KPCO Fuel Cost ($000) 

Wet FGD 
206,672 
247,622 
243,457 
276,558 
283,796 
267,148 
248,964 
267,166 
31 3,527 
324,110 
332,566 
334,422 
31 5,462 
339,870 
345,586 
361,905 
360,352 
376,604 
375,452 
376,609 
393,895 
413,543 
423,370 
413,082 
428,115 
430,723 
449,052 
445,895 
461,662 
466,671 

3,505,615 

Drv EST 
206,672 
247,622 
243,457 
276,558 
283,796 
266,672 
250,479 
271,070 
31 7,759 
328,279 
337,213 
338,608 
31 8,686 
343,601 
348,880 
366,265 
364,259 
381,131 
379,103 
380,741 
396,153 
41 7,740 
42 8,406 
41 7,144 
431,767 
434,509 
453,026 
450,457 
465,701 
47 'I ,247 

3,530,173 

NID 1.7 Ib 
206,672 
247,622 
243,457 
276,558 
283,796 
295,540 
269,645 
288,327 
332,790 
343,507 
354,027 
355,614 
333,426 
361,445 
365,558 
385,392 
382,259 
401,767 
400,752 
399,426 
41 8,675 
441,951 
454,275 
440,572 
460,458 
451,867 
468,980 
464,507 
476,831 
478,741 

~- 

3,667,988 
47,487 72,045 209,859 

NID 4.5 Ib 
206,672 
247,622 
243,457 
276,558 
283,796 
262,507 
244,727 
262,824 
307,953 
31 7,948 
326,5 12 
328,279 
309,169 
332,652 
338,939 
354,723 
353,859 
369,091 
367,422 
369,839 
383,514 
404,932 
41 5,153 
405,661 
41 8,257 
420,472 
438,940 
436,034 
450,954 
456,096 

3,458,129 





W S C  Case NO. 2011-00401 
Attorney Genera19s Xnitial Set of 

Dated January 13,2012 
Item No. 17 
Page 1 sf 1 

er c Y 

Please confiriii that the expected remaining plant life of Big Sandy unit-2 is approximately 20 
years. 

NSE 

Please see the response to KPSC 1-12. 

WITNESS: Robei-t L Waltoii 





ated January 13,2012 
Item No.18 
Page 1 of 1 

owe 

Please confirm that tlie expected life of the Alstoin NID technology is approximately 30 
yeas. 

a. If tlie Conmission should approve ICPCo’s petition as filed, please state how IQCo 
would treat the Alstom NTD’s reinaiiiing yeas  of expected life, from an accounting 
and depreciation perspective. Include in your discussion whether KPCo’s ratepayers 
would or could face stranded costs for the abandoiuiieiit of the Alstoiii NID 
teclmology. Please discuss in coiiiplete detail. 

RESPONSE 

While the expected life inay approach approxiinately 30 years, the design life, as 
stipulated within tlie teclmology specification issued to tlie NID technology OEM, is 2.5 
years. 

a. Kentucky’s petition as filed seeks a 1 5-year depreciable life. The Company could be 
faced with stranded costs if the Rig Sandy TJilit 2 would need to be shut down 
prematurely before tlie ftill depreciation life is completed (whether its 15 yeas  or 
some other value). This is why the Conipaiiy asked for 15 yeas  versus expected 
reinainiiig service life to lessen the risk of stranded investineiit. 

WITNESS: Rarlie K Woldias 





]I Set of Data Requests 
ated January 13,2012 

Item. No. 19 
Page 1 of P 

UEST 

The Conipany’s petition states that residential ratepayers can expect a 3 1 % increase in tlieir ECR 
costs per month. Of this cost, please state wlietlier the projected costs of decoimnissionirig aiid 
retiring the existing precipitators is included. If not, please provide a cost estimate and a revised 
estimate of tlie impact on tlie monthly bills of tlie average residential, conxnercial and industrial 
customers over the life span of tlie project. 

The Company expects that tlie precipitator will not be required followiiig the NID teclmology 
installation, and therefore would be removed as a part of t l is  project. At this point in time, the 
costs of decoiixiiissioniiig and retiring tlie existing precipitators have not been estimated. 

WITNESS: Robert L Waltoii 





SC Case No. 2011-00401 

2012 
Item No. 20 
Page 1 of 1 

Attorney General’s uests 

Please state wlietlier other dry FGD technology is capable of securing the SO-2 
reductions mandated in KPCo’s EPA consent decree. 

RESPONSE 

Yes. 

WITNESS: Robert L Walton 





Attorney General 
ated Jarnmary 13,2012 

Item No. 211 
Page 1 of 1 

Y 

UES 

Please refereiice the McMaius testimony, p. 12, lines 14-1 6, wherein lie states “. . ..the 
extraordinarily brief coinpliance window will require KPCo to operate Big Sandy Unit 2 
in an uncontrolled fashion, but under a potentially coiistraiiied dispatch.” Please discuss 
in detail what this statement iiieaiis, especially regarding the ternis “uiicoiitrolled” arid 
“constrained dispatch.” 

a. Please state wlietlier this will raise any safety issues regarding the operation of Big 
Sandy 1-Jilit 2. 

Uiider the CSAPR, Rig Sandy Unit 2 is allocated SO2 allowarices that are significantly 
below the plant’s historic annual SO2 emissions. Tlius, in order to reinaiii in coinpliance 
under CSAPR, Kentucky Power would be required to buy additional SO2 allowances 
from the market (assuming they would be available), and/or constrain the dispatch of the 
Rig Sandy uiits @e., operate less) to eiiiit less SO2. Big Sandy IJnit 2 does not currently 
have post-combustion coiitrols for SO2 emissions, and is thus considered “~icoiitrolled” 
for this pollutant. Because the installatioii of a post-cornbustion SO2 control systeiii such 
as a scrubber takes inultiple yews to constixct, meeting a coinpliance timeliiie of 2012, 
20 13 or eveii 201 4 is physically impossible. 

Please refer to respoiises in IVSC Staff Set 1 Nos. 5 and 6 for the relative impacts. 

a. No. 

SS: Jolm M McManus 





SC Case NO. 2811 1-00401 
Attorney General’s 

Item No. 22 
Page P of2 

owe Y 

Please provide a comprehensive discussioii regarding tlie due diligence and any and all 
other reviews that KPCo may have conducted regarding the options of either: (a) 
obtaining a long-term pmAiased power arrangement with Riverside Generating Co., 
L,LC, (“Riverside”), the owner of a gas-fired 836 MW electric geiierating facility in 
Zelda, KY; or (b) pmcliasing Riverside’s facilities. 

RESPONSE 



ESS: Ranie K Woludias 



KPSC Case No. 201 1-00401 
Attorney General's First Set of Data Requests 
Dated January 13, 2012 
Item No. 22 
Attachments 1-8, Redacted 
Page 1 of 1 





Attorney General’s 

Item No. 23 
Page 1 of1  

er  Y 

UEST 

Regarding the generating facilities owied by Riverside discussed in the preceding question, 
please provide a discussion of whether Riverside’s facilities would be capable of iiieetirig 
KPCo’s base-load needs. If not, please discuss whether said facilities would require any 
retrofitting, and the natrue and cost thereof. 





§e Case No. 2011-00401 
Set of Data Requests Attorney General 
Led January 13,2012 

Item No. 2 
Page 1 of 1 

Y 

Please provide copies of all presentations made to rating ageiicies and/or iiivestiiieiit 
fiiiiis by American Electric Power (“AEP”) and/or IQCo between January 1, 2010 aiid 
the present. 

SPOWSE 

Please see the responses to Sierra Club 1-1 and KIUC I -5 iii this case. 

WITNESS: Raiiie K Wolmlias 





SC Case No. 2011-0040'11 
Set of Data Requests 

Item No. 25 
Page 1 of1 

Attorney General 

owe Y 

Please provide copies of all prospectuses for any security issuances by AEP and/or KPCo 
between January 1,2009 and the present. 

Kentucky Power has not had any issuances since January 1 , 2009, that required a 
prospectus. 111 2009, Keiitticly Power issued $130 mi1 in debt tlwough a private 
placement. 

WITNESS: Rank I< Wolllllias 





SC Case No. 2 0 ~ 1 - 0 0 ~ 0 ~  
Set of Data Requests 
led January 13,2012 

Item No. 26 
Page 1 of1 

Please provide copies of credit repoi-ts for AEP and/or KPCo between January 1, 2010 
and the present from the major credit rating agencies publislied since January 1 , 201 0. 

RFSPQNSF. 

Kentucky Power objects to the request to the extent it seeks infoiiiiatioii regarding 
America11 Electric Power, Tnc. (“MP.”) AEP is not a party to this proceeding, and is not 
a utility subject to the jurisdiction of tlie Public Service Colmnission of Kentucky. AEP 
is not obligated to assist Kentucky Power in financing tlie proposed eiiviroimieiital 
projects in Kentucky Power’s 20 1 1 Enviuoimental Compliance Plan. Without waiving 
this ob-jection, please see the Attacluiieiit 1 to this response. 

WITNESS: Rank K Wolmlias 
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Electric-Corporate 
U.S. and Canada 
Credit Analysis 

Q 

R&iR-ngS 
Current 

Security Class Rating 
IDR BBB 
Senior llnsecured BBB 
.Junior Subordinated Debentures BB+ 
Short-Term iDR/Comniercial Paper F2 

IDR - Issuer default rating. 

Outlook 
Stable 

Financial Data 
American Electric Power Co. 
($Mil.) 

LTM 
9/30/09 12/31/08 

Revenlies 13,197 14,201 
Gross Margin 8,554 8,446 
Cash from 
Operations 2,258 2,454 
Operating 
EBITDA 4,061 3,811 
Total 
Capitalization 29,345 27,5 16 
ROE (%) 10 7 13.29 
Capex/ 
Depreciation (%) 235 2 279 a 

Karen Anderson 
+1 312 368-3165 
Itaren.anderson@fitchratings corn 

Sharon Bonelli 
+ I  212 908-0581 
Sharon bonelIi@fitchratings.com 

Daniel Neama 

daniel neania@fitcliratings.com 
+ I  212 908-0561 

Applicable Cr i ter ia 
o Rating Hybrid Securities, 

Dec. 29, 2009 
0 11.5. Power and Gas Comparative 

Operating Risk (COR) Evaluation 
and Finuncial Guidelines, 
Aug. 22, 2007 
Credit Rating Guidelines for 
Regulated Ut i l i ty  Companies, 
July 3 1, 2007 

e Fitch Ratings affirmed the ratings of American Electric Power Co. (AEP) on 
Jan. 26, 2010. AEP’s ratings take into consideration the company’s ownership of 
nine electric uti l i ty subsidiaries that provide some cash flow diversity and operate 
in generally balanced regulatory environments. In addition, Fitch recognizes 
constructive financial actions taken by management, particularly the significant 
reduction of capital spending in 2009 and planned capex in 2010, as well as the 
$1.64 billion equity offering in April of 2009, which has preserved cash flow and 
liquidity at  the company in a challenging economic environment. 

o 2009 consolidated financial performance was generally consistent with Fitch’s 
expectations. AEP reported $1.36 billion of ongoing earnings, compared with 
$1.30 billion for 2008. Despite a reduction in industrial load of 15.6% and demand 
reduction in the off-system sales market, the company was able to  secure 
approximately $725 million in rate increases throughout the year, primarily from 
Ohio, Virginia, and West Virginia. This, in combination with cost controls on operating 
and maintenance expenses, allowed the company to maintain credit metrics that are 
consistent with uti l i ty parent peers in the ‘€366’ rating category, with adjusted 
EBITDA to  interest at more than 4 . 0 ~  and debt leverage, as measured by the ratio of 
debt to  EBITDA, at 3.8:~ for the year ended Dec. 31, 2009. Fitch projects that credit 
protection measures wi l l  remain at or near current levels over the next two years, 
assuming reasonable outcomes in pending rate cases, recovery of recent ice storm 
related costs, and modest load growth as the economy improves. 

Q Rating concerns primarily relate to AEP’s exposure to potential emissions 
regulations or legislation given the company’s large coal-fired generation fleet, as 
well as weak economies in several service territories, particularly Ohio, Michigan, 
and Kentucky. In addition, AEP faces some regulatory uncertainty relating t o  the 
end o f  the current electric security plans (ESP) for the Ohio utilities (Ohio Power 
Co., issuer default rating [IDR] ‘BBB’, Stable; and Columbus Southern Power Co., 
IDR ‘EBB+’, Stable) in 201 1 and other regulatory proceedings. In the near term, the 
Public Utilities Commission of Ohio (PLJCO) has yet to determine the methodology 
for the Significantly Excess Earnings Test (SEET), which requires the PUCO to 
determine i f  rate adjustments included in the ESP resulted in significantly excessive 
earnings. An adverse ruling from the PLJCO regarding earnings at the Ohio 
companies could place pressure on the ratings of AEP and i t s  operating subsidiaries. 

Key Rating Drivers 
o 

o 

o 

o 

o 

o 

Regulated operations benefit from relatively stable and predictable cash flows. 

Credit coverages consistent with the rating category and uti l i ty parent peers. 

Solid competitive operating position with ownership of low-cost, coal-fired assets. 

Balanced market structure in Ohio through year-end 201 1. 

Exposure to potential emissions regulation or legislation. 

An inability t o  recover significant environmental compliance investments and a 
deterioration of regulatory relations could negatively affect ratings. 

mailto:bonelIi@fitchratings.com
mailto:neania@fitcliratings.com
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Related Research 

Applicable Criteria (Continued) 
e Parent and Subsidiary Rating 

Linkage (Fitch’s Approach t o  Rating 
Entities Within a Corporate Group 
Structure), June 19, 2007 

e Issuer Default Ratings and 
Recovery Ratings in the Power and 
Gas Sector, Nov, 7, 2005 

Other Research 
Q Fitch Affirms Ratings for American 

Electric Power Co.; Outlook 
Stable, Jan. 26, 2010 

Q Columbus Southern Power Co. and 
Ohio Power Co. (Subsidiaries of 
American Electric Power Co }, 
Jan. 15, 2010 

.Appalachian Power Co. (A 
Subsidiary of American Electric 
Power Co.), Sept. 23, 2009 

o Kentucky Power Co. (A Subsidiary 
of American Electric Power Co.), 
Sept. 1 1 ,  2009 

e.Jelspn2ents 
Regula tory Update 
Arkansas: In November 2009, the Arkansas Public Service Commission (APSC) approved 
a $17.8 million base rate increase for Southwestern Electric Power Co. (SWEPCO, IDR 
‘BBB’; Negative Outlook), premised upon a return on equity (ROE) of 10.25%. The rate 
order also includes a separate generation rider of approximately $1 1 million annually 
related t o  the recovery o f  carrying costs, depreciation, and operations and 
maintenance (OEcM) expenses on the 508-MW natural gas.fired stall unit once it i s  
placed into service as expected in mid-2010. 

Texas: In August 2009, SWEPCO filed a rate case with the Public Util i ty Commission of 
Texas (PUCT) to  increase non-fuel base rates by approximately $75 million, including an 
ROE of 11.5%. 

West Virginia: In September 2009, the West Virginia Public Service Commission 
(WVPSC) issued an order granting a $355 million increase over a four-year phase in 
period for Appalachian Power Co. (APCo, IDR ‘BBB-’; Stable) related to  the company’s 
expanded net energy charge (ENEC). 

On Dec. 23, 2009, the Cook nuclear plant Unit 1 reached full power after completing testing 
and monitoring of the restored turbine generator system. Reactor start-up and 
reconnection to the transmission grid has also taken place. The 1,030-MW unit has been out 
of service since September 2008 when turbine vibrations damaged the turbine generator, 
support structure, and associated systems. Repair of the property damage and replacement 
of the turbine rotors and other equipment could cost up to approximately $330 million. 
Management believes that the company should recover a significant portion of these costs 
through the turbine vendor’s warranty, insurance, and regulatory mechanisms. 

AEP maintains property insurance through NEIL with a $1 million deductible. As of 
Sepl. 30, 2009, the company recorded $119 million in prepayments and other current assets 
representing recoverable amounts under the insurance policy. The company also maintains 
a separate accidental outage policy with NEIL whereby, after a 12-week deductible period, 
AEP is  entitled to  weekly payments of $3.5 million for the first 52 weeks following the 
deductible period. After the first 52 weeks, the policy pays $2.8 million per week of up  to 
an additional 110 weeks. To date, AEP has recorded $185 million in revenues. 

While AEP has announced reductions in capital spending for 2010, Fitch notes that capex 
budgets remain relatively high compared to historical levels, with $2.0 billion forecasted in 
2010 and 2011. The largest components of capex include: investments i n  distribution and 
transmission, environmental compliance costs and new generation. AEP i s  actively involved 
in several electric transmission investment initiatives, including put-suing opportunities in 
Texas, as well as areas in the Southwest, Midwest and on the East Coast. 

New Gene !mti on 
Turk Plane IJpdate: On Jan. 22, 2010, the Arkansas Pollution Control and Ecology 
Commission affirmed the air permit for Turk, which was under appeal by plant 
opponents in June 2009. To date, SWEPCO has spent $717 million on constructing the 
Turk plant, with a total projected cost of $1.6 billion. 

2 American Electric Power Co. February ’12, 2010 
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AEP New Generation Update 
(As of Sept. 30,2009) 

Company Name Location Cost ($ Mil.) Fuel Type Capacity (MW) Operatin!: Date 
AEGCo Dresden Ohio 321 Gas 580 201 3 
SWEPCo Stall Louisiana 366 Gas 500 201 0 
SWEPCo Turk Arkansas 1,633 Coal 600 2012 
APCo' Mountaineer West Virginia - Coal 629 - 

CSPCo/OPCoa Great Bend Ohio - Coal 629 - 
"The construction of the IGCC plants i s  subject to regulatory approvals 
Source: Company reports. 

0x3 ~~~~~~ Storage 
AEP has been selected to  receive funding from the U.S. Department of Energy (DOE) 
through the Clean Coal Power Initiative Round 3 to  pay part of the costs of installing a 
commercial-scale carbon dioxide (CO2) capture and storage system on i t s  Mountaineer 
coal-fired power plant in West Virginia. The company wil l receive $334 million to  assist 
with the installation of a system that wi l l  use a chilled ammonia process to  capture at 
least 90% of the CO2 from a 235-MW commercial scale portion of the plant's 1,300 MW of 
capacity. The system wil l  begin commercial operation in 2015. In September 2009, the 
init ial 20-MW demonstration capture portion of the project was placed into service, and 
in October 2009 the company started injecting C02 successfully in underground storage. 

AEP has also received DOE funds for an $87 million investment in gridSMART technology. 

Tra1s;aaGs siaan up date 
AEP i s  pursuing a significant number of capital intensive transmission projects. The 
majority of these efforts are being undertaken with uti l i ty partners in joint venture 
ownership structures to  offset business and financial risk. 

Please reference the table below for AEP's active transmission projects. 

Q Upper Midwest El-IV Development - SMART Study: In August 2009, AEP joined 
several other Midwest utilities, including American Transmission Co., Exelon Corp., 
Northwestern Energy, and MidAmerican Energy Co. to  sponsor a compi ehensive 
study of the transmission needed in the Upper Midwest t o  support renewable 
energy development and to  transport that energy to consumers in markets to the 
east. The study wi l l  provide recommendations for new transmission development in 
the Upper Midwest, including North Dakota, South Dakota, Iowa, Indiana, Ohio, 
Illinois, Minnesota, and Wisconsin. The Strategic Midwest Area Transmission Study 
(SMARTransmission Study) i s  scheduled for completion at  the end of the first 
quarter 2010. 

AEP New Transmission Projects 

Expected 
Completion 

Project Name Location Date 
Electric Transmission ERCOT (Texas) 2017 

PATH Ohio/West Virginia 2014 
Tallgrass Oklahoma 2013 

Prairie Wind Uansas 2013 
Pioneer Indiana 2015 

Source: Company reports 

Texas (ETT) 

Owners 
MidAmerican Energy Holdings (50%), 

Allegheny Energy (50%), AEP (50%) 
OGE Energy (50%), Electric 

Transmission Assets (50%) 
Westar Energy, ETA (50%) 
Duke Energy (50%), AEP (50%) 

AEP (50%) 

Total Est. 
Cost a t  

Completion Approved 
($ Mil.) ROE ( " 7 )  

3,097 9.96 
1,800 14.30 

500 12.80 
400 12.60 

1,000 12.54 

-7, American Electric Power Co. February 12, 2010 a 
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e Potomac-Appalachian Transmission Highline (PATH) Project Postponed: In 
December 2009, AEP and i t s  partner, Allegheny Energy (AYE) withdrew their 
applications for PATH in Virginia at  the request of PJM. Due to the change in load 
and demand in the PJM region, the regional transmission operator i s  reviewing i t s  
long-term transmission needs for i t s  footprint. 

iqui 
As of Dec. 31, 2009, AEP has sufficient liquidity to  meet ongoing financial needs. The 
company has approximately $3.6 billion in credit facilities, with maturities from March 
201 1 through April 2012. The revolving credit agreements contain a covenant that 
requires AE% to. maintain a debt to  
total capitalization ratio at or below 
67.5%. AS of Dec. 31, 2009, AEP has 
net available liquidity of $3.4 billion, 
including cash on hand of 
$490 million. 

The uti l i ty subsidiaries have access 
to  short-term borrowings through a 
cash pool managed by AEP, whereby 
entities with excess short-term 
liquidity lend to  affiliates with cash 
needs. External financing needs of 
this pool are sourced directly by 
the parent. 

Debt Ma-Lwrisies 
AEP's debt maturities are 
manageable with maturing debt 
expected to  be funded through a 
combination of internal cash 
generation and external f inancing as 
needed. AEP's parent maturities are 
minimal with $490 million maturing 
in 2010 and $243 million maturing 
in 2015. 

AEP Liquidity Position 
(As of Dec. 31, 2009) 

Sources and Uses 
Commercial Paper Backup: 
Revolving Credit Facility 
Revolving Credit Facility 
Revolving Credit Facility 
Total 
Cash and Cash Equivalents 
Total Liquidity Sources 
Less: AEP Commercial Paper Outstanding 
Letters of Credit issued 
Net Available Liquidity 

Source: Company reports. 

Amount 
($ Mil) Maturity 

1,500 3/11 
1,454 4/12 

627 411 1 
3,581 __ 

490 __ 
4,071 __ 
(119) 
(568) 
3,384 

______ 

__ 
- 
__ 

AEP Long-Term Debt Maturities 
($Mil, As of Sept. 30, 2009) 

2010 201 1 2012 2013 2014 
I ,908 1,018 a57 i ,847 1,060 

Source: Company reports 

Capital Structure -America? Electric Power Co. Inc. 
($ Mil As of Dec. 31, 2009) 

Short-Term Debt 
Long-Term Debt 
Total Debt 
Total Hybrid Equity and Minority Interest 
Common Equity 
Total  Capital 
Total Debt/Total Capital (%) 
Total Hybrid Equity and Minority 

Interest/Total Capital (a) 
Common EquitylTotal Capital (%) 

Source: Company reports 

126 
15,518 
15,644 

46 
13,140 

28,830 
54.3 

0.2 
45.6 

American Electric Power Co. Febi-uaiy l2 ,  2010 
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F inancial  Summary - American Electric Power Co., Inc. 
($ Mil., Fiscal Year-End Dec. 31, 2010) 

Year End 

Fundamental Ratios (x) 
FFO/lnterest Expense 
CFOIlnterest Expense 
Debt/FFO 
Operating EBIT/lnterest Expense 
Operating EBlTDA/ Interest Expense 
DebUOperating EBITDA 
Common Dividend Payout (%) 
Internal CashlCapex (%) 
Capex/Depreciation (%) 

Prof i tab i l i ty  
Adjusted Revenues 
Net Revenues 
Operating and Maintenance Expense 
Operating EBITDA 
Depreciation and Amortization Expense 
Operating EBlT 
Gross Interest Expense 
Net Income for Common 
Operating and Maintenance Expense 9; of Net Revenues 
Operating EBlT % of Net Revenues 

Cash F low 
Cash Flow from Operations 
Change i n  Working Capital 
FllfldS from Operations 
Dividends 
Capital Expenditures 
Free Cash Flow 
Net Ot.her Investment Cash Flow 
Net Change in  Debt 
Net Equity Proceeds 

Capital St ructure 
Short-Term Debt 
Long-Term Debt 
Total Debt 
Total Hybrid Equity and Minority Interest 
Common Equity 
Total Capital 
Total Debt/Total Capital (X) 
Total Hybrid Equity and Minority Interest/Total Capital (%) 
Common Equity/Total Capital (%) 

LTM 
9/30/09 

4.2 
3.3 
5.2 
2.7 
4.2 
4.0 

96.3 
45.5 

235.2 

2008 2007 

3.9 4.1 
3.7 3.9 
6.3 5.9 
2.7 2.8 
4.2 4.6 
4.4 4.0 

47.8 - 

47.1 46.1 
279.8 254.9 

2006 

4.6 
4.7 
4.7 
2.9 
4.8 
3.5 

58.9 
251.1 

- 

8,554 
3,779 
4,061 
1,423 
2,638 

965 
1,271 
44.2 
30.8 

2,258 

3,093 
(835) 

(736) 
(3,347) 
(1,825) 

77 
191 

1,759 

352 
15,883 
16,235 

46 
13,064 

29,345 
55.3 
0.2 

44.5 

8,446 
3,925 
3,811 
1,358 
2,453 

904 
1,380 
46.5 
29.0 

2,454 

2,661 
(207) 

(666) 
(3,800) 
(2,072) 

40 
2,169 

159 

1.976 

13,197 14,201 13,141 12,500 
7,827 
3,639 
3,505 
1,405 
2,100 

726 
1,002 
46.5 
26.8 

14;801 
16,777 

46 
10,693 

27,516 
61 .O 

0.2 
38.9 

8,174 
3,867 
3,604 
1,395 
2,209 

779 
1,089 
47.3 
27.0 

2,273 
(163) 
2,436 
(633) 

3,556) 
1,916) 
(202) 
1,835 

144 

660 
13,756 

14,416 
46 

10,079 
24,541 

58.7 
0.2 

41.1 

2005 

2.9 
3.6 
9.0 
2.6 
4.4 
4.0 

53.0 
189.7 

- 

12,022 
7,487 
3,649 
3,130 
1,267 
1,863 

714 
814 

48.7 
24.9 

2,673 1,833 
61 442 

2,612 1,391 
(594) (560) 

3,528) (2,404) 

(122) 55 
1,420 (91) 

99 (25) 

1,449) (1,131) 

18 
12,324 
12,342 

46 
9,412 

21,800 
56.6 
0.2 

43.2 

10 
12,520 
12,530 

46 
9,088 

21,664 
57.8 
0.2 

41.9 

Note: Numbers are adjusted to exclude interest, principal payments and amortization on utility tariff bonds. LTM - Latest 12 months. Operating EBIT - Operating income 
before total reported state and federal income tax expense. Operating EBITDA - Operating income before total reported state and federal income tax expense plus 
depreciation and amortization expense. Note: Numbers may not add due to rounding. 
Source: Company reports and Fitch Ratings. 
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ADDITION, RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCYS PUBLIC WEB 
SITE AT WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE 
AT ALL TIMES. FITCHS CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTERES, AFFILIATE FIREWALL, COMPLIANCE, 
AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS 
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Copyright o 2010 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries. One State Street Plaza, NY, NY 10004.Telephone: 1- 
800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part i s  prohibited except 
by permission. A l l  rights reserved. All of the information contained herein is based on information obtained from issuers, 
other obligon, undenuriten, and other sources which Fitch believes to  be reliable. Fit.ch does not audit or verify the truth 
or accuracy of any such information. As a result, the information in  this report is provided “as is” without any 
representation or warranty of any Ikind. A Fitch rating is an opinion as to the creditworthiness of a security. The rating does 
iiot address the risk of loss due to risks other than credit risk, unless such iisk i s  specifically mentioned. Fitch i s  not engaged 
in the offer or sale of any security. A report providing a Fitch rating is  neither a prospectus nor a substitute for the 
infomation assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the 
securities. Ratings may be changed, suspended, or withdrawn at anytime for any reazon in the sole discretion of Fitch. 
Fitch does not provide investment advice of any sort. Ratings are not a recommendation to b y ,  sell, or hold any security. 
Ratings do not comment on the adequacy of market price, the suitability of any security for a paiticular investor, or the tax- 
exempt nature or taxability of payments made in respect to any security. Fitch receives fees from issuers, insurers, 
guarantors, other obligon, and underwriten for rating securities. Such fees generally vary from USD1,000 to  USD750,000 
(or the applicable currency Equivalent) per issue. In certain cases, Fitch wil l rate all or a number of issues issued by a 
particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are 
expected to vary from lJSD10,000 to USD1,500,000 (or the applicable currency equivalent). The assignment, publication, or 
dissemination of a rating by Fitch shall not constitute a consent by Fitch to use i ts  name as an expeit in connection with any 
registration statement filed under the United States securities laws, the Financial Sem’ces and Markets Act of 2000 of Great 
Britain, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and 
distribution, Fitch research may be available to electronic subscriben up to three days earlier than to print subscriben. 
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Utilities, Power, and Gas 
U.S. and Canada 

Rathgs  
Current 

Security Class Rating 
I DR BBB 
Senior Unsecured Debt BBB 
Junior Subordinated Debentures BB+ 
Short-Term IDR/Cornrnercial Paper F2 

IDR - Issuer default rating 

Rath1g Ra-tion 
o Rating Affirmation: Fitch affirmed the ratings of American Electric Power Co., Inc. 

(AEP) on Feb. 28, 2011. 

Stable Credit Profile: AEP’s ratings are supported by regulatoiy and geographic 
diversification via ownership of nine rated electric uti l i ty subsidiaries. Additionally, 
the company has generally balanced regulatory environments, a solid competitive 
position with a fleet of low-cost coal-fired assets, and a relatively low-risk strategy 
of investing in transmission assets. 

o 

Stable 

Fia1ancid Data 
American Electric Power Co. 
($ Mil.) 

1213 I /  10 1213 1/09 
Revenues 14,427 13,489 
Gross Margin 9,151 8,714 

erations 2,881 3,550 

Total Debt 16,868 16,214 
Total Capitalization 30,551 29,415 

%rids from 

,x?rating EBITDA 4,131 4,198 

Capex/Dkpreciation 
(% 157.1 191.2 

Karen Anderson 
+1 312 368-3165 
karen.andersonOfitchratings.com 

Sharon Bonelli 
+1 212 908-0581 
sliaron.bonelLiOfitcliratings.com 

Eelated Researclla 

Applicable Criteria 
o Corporate Rating Methodology, 

Aug. 16, 2010 
o Parent and Subsidiary Rating 

Linkage, .July 14, 2010 
o Utilities Sector Notching and 

Recovery Ratings, March 16, 2010 
o 11.5. Power and Gas Comparative 

Operating Risk (COR) Evaluation and 
Financial Guidelines, Aug. 22, 2007 

o Credit Ratin2 Guidelines for Replated 
Utility Companies, July 31, 2037 

o Consistent Credit Metrics: Consolidated credit metrics are consistent with Fitch’s 
‘BBB’ issuer default rating (IDR) guidelines. AEP’s recent financial performance has 
been bolstered by base rate increases in Kentucky and West Virginia, favorable 
weather across the company’s service territories, effective cost-control measures, 
and continued improvement i n  the economy, particularly in the industrial sector. 
AEP’s ratios of EBITDA to interest and funds from operations to  interest were 4 . 4 ~  
and 4.30x, respectively, for the year ended Dec. 31, 2010. Consolidated leverage, 
as measured by the ratio of debt to EBITDA, was 4 . 1 ~  for the same time period. AEP 
has modest levels of parent debt. 

Fitch forecasts AEP’s consolidated credit metrics wil l  remain at or near current 
levels through 2014. This analysis takes into account previously received and 
planned rate increases, normalized weather, and continued economic recovery. 

Credit Concerns: Fitch i s  primarily concerned about AEP’s exposure t o  emissions 
regulations and legislation, given the company’s large coal-fired generation fleet. 
Additional concerns include regulatory uncertainty in Ohio regarding the pending 
electric security plan (ESP) filing at AEP Ohio (Columbus Southern Power [CSP], IDR 
‘BBB+’/Stable and Ohio Power Co. [OPC], IDR ‘BBB’/Positive) and increased 
customer switching in CSP’s commercial sector. Additional concerns include ongoing 
permitting litigation and merchant price risk issues surrounding Southwestern 
Electric Power Co.’s (SWEPCO, IDR ‘BBB’/Stable) Turk coal plant construction 
project. The uncertainty related to  the termination o f  the AEP East power pool i s  of 
additional concern. 

o Environmental Legislation: Fitch notes that Ohio Senate B i l l  221, which was 
enacted in May 2008, specifically provides Ohio electric utilities with the ability to 
recover carbon-related environmental costs, which reduces exposure to carbon in 
this state. However, several AEP jurisdictions, including Arkansas, Louisiana, and 
Oklahoma, have no automatic environmental cost recovery clause or law in place. 

o 

o 

K,ey R,&k~gs Dyixerm 
o Diversity of regulatory jurisdictions. 

o Conservative ut i l i ty management strategy. 

o Low parent-level debt. 

o 

o 

Consolidated credit metrics consistent with ‘BBB’ guidelines. 

Issues at the Turk coal plan[. 

http://karen.andersonOfitchratings.com
http://sliaron.bonelLiOfitcliratings.com
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o 

o ESP filing in Ohio. 

D 

Exposure to emissions regulations and legislation. 

Uncertainty surrounding termination of AEP East power pool. 

KeceElt Deve~OpHxlel’EiLB 
I urk LitiigaHoKl c_ 

AEP i s  in the midst of ongoing litigation related to Turk’s air and water permits. Fitch i s  
mostly concerned about the wetlands permit. The Sierra Club, the Audubon Society, 
and other parties have filed complaints with the Federal District Court, the U.S. Army 
Corps of Engineers, and the U.S. Department of the Interior, among others, and 
received a temporary restraining order and preliminary court injunction to  stop the 
construction of Turk. The 8th Circuit Court issued a temporary injunction against Turk, 
which was lifted and then reinstated in December 2010. The complaints are specifically 
directed toward the water intake and river crossing associated with the transmission 
lines. 

SWEPCO i s  reviewing alternatives to assuage these complaints and lift the injunction. 
On March 30, 2011, SWEPCO and the city of Hope, AR, signed a short-term agreement 
to  provide start-up water during the construction of Turk. This agreement does not 
violate the federal court’s preliminary injunction mentioned above. However, by 
drawing water from the Hope facility, SWEPCO can maintain i t s  current construction 
schedule. The agreement expires on Dec. 31, 2012, and the water supplied wi l l  allow 
the plant to  perform start-up and testing activities but will not support full operations 
once the unit i s  completed. (Please refer to the full rating report on SWEPCO, dated 
April 27, 201 1, for further details on Turk.) 

EKectric S e ~ ~ ~ i - t y  Pian in Ohio 
On Jan. 27, 2011, AEP Ohio fi led a petition with the Public Utilities Commission of Ohio 
(PUCO) to  establish a new ESP for the period of Jan. 1, 2012-May 31, 2014. In addition, 
the companies filed a $93.8 million joint distribution rate case in February of this year. 
The PUCO i s  expected t o  rule on the ESP and distribution case no later than the fourth 
quarter of this year. 

An additional issue that has recently arisen in Ohio i s  the increased customer switching 
in CSP’s southern commercial jurisdiction. This amount was, i n  total, about. 3% in 2010 
and i s  expected to  grow t o  17% in 201 1. This equates to  approximately G% of AEP Ohio’s 
total load and 1.5% of total AEP load. However, the higher shopping Levels, coupled 
with the three-year ESP plans, could place pressure on the operating efficiencies of the 
Ohio utilities over the longer term. 

AEP East Power Pool 
On Jan. 4, 201 1, Appalachian Power Co. (APCo) made a filing with the Virginia State 
Corporation Commission (VSCC) that detailed the AEP East pool members’ (Appalachian 
Power CO. [APCo], IDR ‘BBB-’/Stable; Indiana Michigan Power Co. [IEtM], IDR 
‘BBB-’/Stable; Kentucky Power Co. [KPC], IDR ‘BBB-’/Stable; CSP; and OPC) intent to  
terminate the interconnection agreement. The pool members now have a three-year 
time frame in which to  work out a settlement and new arrangement. The decision to  
evaluate the pool was initially raised by regulatory concerns, particularly from Virginia, 
that the current pool arrangement resulted in a lack of transparency. A t  this time, 
Fitch believes it i s  unlikely -the new arrangements to replace the current pool wil l  have 
material credit rating impacts. Fitch wil l  continue to  monitor developments. 

2 American Electric Power Co., Inc. April 27, 201 1 
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Bonus Depreciation 
AEP expects to  generate about $1 . I  billion of cash through accelerated depreciation 
during the 201 1-2013 period. Management has not specified how it intends to  use the 
cash but has indicated it is  reviewing several options, including reducing parent-level 
debt and/or funding pension expense and a lawsuit settlement. Fitch recognizes the 
temporary nature of bonus depreciation cash flows and normalizes cash flows for bonus 
depreciation tax deferrals in i t s  analysis. 

Traie~missioi~ IJp 
AEP continues to  view transmission investments as significant growth opportunities both 
within and outside of the company’s traditional service territories. Currently, the 
strategy i s  based on three major platforms: Electric Transmission Texas (EPT), AEP 
Transmission Co. (AEP Pransco), and several joint-venture projects. In Fitch’s view, the 
transmission projects are positive to  the credit profile of AEP because of the low-risk 
nature of the business and the above-average Federal Energy Regulatory Commission 
(FERC) incentive ROES. 

Em 
ETT i s  a joint-venture company with MidAmerican Energy Holdings Co. (MEHC, IDR 
‘BBB+’/Stable) that was established to fund, own, and operate electric transmission 
assets in the Electricity Reliability Council of Texas (ERCOT). ETT’s current rate base i s  
$412 million. This i s  expected t o  grow as follows: $473 million in 2011, $778 million in 
2012, and $1.35 billion in 2013, when the first Competitive Renewable Energy Zone 
(CREZ) projects come online. 

ETT’s assigned CREZ projects are estimated to  cost a total of approximately $1 .I billion, 
including seven double-circuit 345-kV transmission lines (around $750 million), eight 
major 345-kV stations, and several series compensation installations (about 
$350 million). The Public Utilities Commission of Texas certificate of convenience and 
necessity (CCN) proceedings are currently underway. ETT received CCN approval on 
three CREZ lines, and one more i s  expected during the first half of 2011. There are 
additional projects in the pipeline of approximately $1.6 billion, with around 822 miles 
of lines and 28 substations with in-service dates through 2017. 

b‘EP TI“E!lXCQ 
In September 20’10, AEP Transco fi led a formula rate settkment with the FERC, 
requesting an ROE of 11.49% in the Pennsylvania New Jersey Maryland Interconnection 
(PJM) and 11.2% in the Southwest Power Pool. AEP Transco’s application for public 
uti l i ty status was approved by the PUCO in December 2010. No filings were required in 
Oklahoma and Michigan. Additional AEP Transco applications are on f i le in West Virginia, 
Indiana, and Kentucky. Currently, the company has $50 million invested i n  the three 
states with baseline capital spending targets of $160 million in 201 1 and $350 million in 
201 2. 

Major projects identified include a substation in Ohio (at a cost of $250 million) and 
line extensions in the other states. The company wil l  pursue regulatory approvals in 
other states in 201 I ,  including Arkansas, Louisiana, West Virginia, Virginia, Indiana, and 
Kentucky. Fitch expects capital spending wi l l  increase commensurately in these states 
for 2012 and beyond as these approvals are received. 

American Electric Power Co., Inc. April 27, 201 1 3 
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Transmission Joint Ventures 

Estimated 
Completion 

Project Name Partners Route Total Cost AEP Share Date FERC Incentives Update 
Applications have 

Cash return on CWIP; been withdrawn 

following PJM 
14.3% ROE; recovery for PATH 
of al l  prudent costs 
incurred prior to  announcement 

Potomac-Appalachian Allegheny Energy, 275 miles development; that the project 
Transmission Highline Inc. from WV recovery of had been 
(PATH) ('BBB-'/ Stable) to  MD $2.1 billion $700 million June 2015 abandonment costs. suspended. 

Project was 

12.8% ROE; recovery SPP Priority 
of all  prudent costs 
incurred prior to  2010. Siting 
construction; permit 

Cash return on CWIP; approved as an 

Project in April 

Prairie Wind Transmission MEHC, Westar 110 miles in  recovery of application filed 

MISO has included 
Cash return on CWIP; Pioneer in  i t s  

12.54% ROE; recovery proposed Extra 
of al l  prudent costs High Voltage 
incurred prior to  plan. Project i s  
construction; s t i l l  waiting to  

Pioneer Transmission Duke milesin IN $ 1  billion $500 million 2016 (Est.) abandonment costs. PJM approval. 

Energy, Inc. KS $225 million $56 million 2013-2014 abandonment costs. in  February 2011. ( P W  

Up to 240 Up t o  up  to  recovery of receive MIS0 and 

AEP, Electric 
Transmission 420 miles i n  Parties plan t o  file wi th  
America, IL, OH, the FERC i n  first-half MOU executed in  

RlTELine Project Exelon Corp. and IN $1.6 billion $327 million 2018 201 1. October 2010. 

AEP - American Electric Power Co., Inc. FERC - Federal Energy Regulatory Commission. CWIP - Construction work in progress. MEHC - MidAmerican Energy Holdings C,o. 
SPP - Southwest Power Pool. MIS0 -Midwest independent System Operator. MOU -Memorandum of understanding. 
Source: Company reports. 

New Pa-ojects 
RlTELiree Pi-ojecir 
AEP, MEHC, and Exelon Corp. executed a memorandum of understanding (MOU) in 
October 2010 for the development of the Reliability Interregional Transmission 
Extension Line (RITELine) project. The proposed 765-Id/ transmission line extends 
approximately 420 miles between Illinois and Indiana. The total project cost i s  
currently estimated to  be $1.6 billion. 

AEP and MidAmerican Energy Co. (MEC, a subsidiary o f  MEHC) executed an MOU in 
October 2010 for the development of a new MEC project, a proposed 765-kV line that 
extends approximately 180 miles between Iowa and Illinois. The estimated project cost 
i s  currently $650 million. 

~~~~~~~~~~~ Deb.t ,!$&la&Q.Te 

AEP has a sufficient short-term liquidity position, with approximately $2.5 billion of net 
available liquidity as o f  Dec. 31, 2010, including $294 million of cash on hand. The 
company has credit facilities totaling $3.4 billion, of which two $'I .5 billion credit 
facilities support i t s  commercial paper program. The revolving c:redit agreements 
contain a covenant that requires AEP to maintain a debt t o  total capitalization at or 
below 67.5% and expire in April 2012 and June 2013. In March 2011, AEP extinguished 

4, American Electric Power Co., Inc. April 27, 20'1 1 
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AEP Debt Structure 
($Mil., as of Dec. 31, 2010) 

i t s  $478 million credit facility 
supporting i t s  variable-rate demand 
notes. 

Amount %of Total 
4.4 Consolidated debt maturities over the 

Long-Term Debt 15,522 50.8 next several years are considered 
Total Debt 16,868 55.2 manageable and are as follows: $616 
Preferred Slock 61 o.2 million in 201 I ,  $540 million in 2012, 
Total Capitalization 30,551 and $1.3 billion in 2013. The next 

parent-only maturity i s  in 201 5, when 
$243 million of senior notes becomes 
due. Fitch expects maturing debt to  

Short-Term Debt 1,346 

Common Equity 13,622 44 6 

Source: Company reports. 

be funded through a mix of internal cash generation and external refinancings. 

AEP’s 201 1 capital-spending budget i s  approximately $2.6 billion, with $2.9 billion 
projected in 201 2. Major projects and investments include transmission projects and 
environmental compliance. Capitalexpenditure financing i s  anticipated t o  be met 
through a combination of internatly generated cash and externaI debt issuances. 

American Electric Power Co., Inc. April 27, 201 1 5 
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Financial Summary - American Electric Power Co., Inc. 
($ Mil., Fiscal Years Ended Dec. 31) 

2010 2009 2008 2007 2006 
Fundamental Ratios fxl . ,  
FFO/lnterest Expense 4.0 4.9 3.9 4.1 4..6 
CFO/lnterest Expense 3.6 3.5 3.7 3.9 4.7 
FFO/Debt (X) 17.1 21 "9 15.9 16.9 21.2 

Operating EBITDA/lnterest Expense 4.4 4.6 4.2 4.7 4.9 
Operating EBITDAR/(lnterest Expense + Rent) 4.0 4.2 3.9 4.3 4.4 
Debt/Operating EBITDA 4.1 3.9 4.4 4.0 3.5 
Common Dividend Payout (%) 68.0 55.9 47.8 __ - 

Operating EBIT/lnterest Expense 2.8 2.9 2.7 2.8 2.9 

Internal CashlCapital Expenditures (X) 71 "9 56.5 47.1 46.1 58.9 
Capital Expeiiditures/Depreciation (X) 157.1 191.2 279.8 254.9 251.1 

Prof i tab i l i ty  
Adjusted Revenues 14,180 13,245 14,201 13,141 12,500 
Net Revenues 9,151 8,714 8,446 8,174 7,827 
Operating and Maintenance Expense 4,274 3,825 3,925 3, 867 3,639 
Operating EBITDA 4,131 4,198 3,834 3,626 3,525 
Depreciation and Amortization Expense 1,493 1,460 1 ,358 1,395 1,405 
Operating EBIT 2,611 2,7i 3 2,453 2,209 2,100 
Gross Interest Expense 949 921 904 779 726 
Net Income for Common 1,211 1,357 1,380 1,089 1 ,002 
Operating and Maintenance Expense L of Net Revenues 46.7 43.9 46.5 47.3 46.5 
Operating EBlT 9; of Net Revenues 28.5 31.1 29.0 27.0 26.8 

Cash Flow 
Cash Flow from Operations 2,514 2,338 2,454 2,273 2,673 
Change in  Working Capital (367) (1,212) (207) (163) 61 
Funds from Operations 2,881 3,550 2,661 2,436 2,612 
Dividends (827) (761) (666) (633) (594) 
Capital Expenditures (2,345) (2,792) (3,800 ) (3,556) (3,528) 
Free Cash Flow (658) (1,215) (2,012) (1,916) (1,449) 
Net Other Investment Cash Flow (1  19) (24) 40 (202) (122) 
Net Change in Debt 402 (442) 2,169 1,835 1,420 
Net Equity Proceeds 93 1,728 159 144 99 

Capital St ructure 
Short-Term Debt 1,346 126 1,976 660 1s 
Long-Tei m Debt 15,522 16,088 14,786 13,741 12,309 
Total Debt 16,868 16,214 16,762 14,401 12,327 
Total Hybrid Equity and Minority Interest 61 61 61 61 61 
Common Equity 13,622 13,140 10,693 10,079 9,412 

Total DebUTotal Capital (%) 55.2 55.1 60.9 58.7 56.5 
Total Hybrid Equity and Minority Interest/Total Capital (%) 0.2 0.2 0.2 0.2 0.3 
Common Equity/Total Capital (X) 44.6 44.7 38.9 41.1 43.2 
Operating EBlT - Operating income before total reported state and federal income tax expense. Operating EBITDA - Operating income before total reported state and 
federal income tax expense plus depreciation and amortization expense. Notes: 1 Numbers may not add due to rounding. 2. Numbers are adjusted to exclude interest, 
principal payments, and amortization on utility tariff bonds. 
Source: Company reports and Fitch Ratings. 

Total Capital  30,551 29,415 27,516 24,541 21,800 

6 American Electric Power Co., Inc. April 27, 201 I 
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with the sale of the securities. Ratings may be changed or withdrawn at anytime for any reason in the sole discretion of 
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IC 
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Columbus, Ohio, United States 

Business Profile 

American Electric Power Company, Inc. (AEP) is a large poitfolio of iiidividual electric 
utility companies that serve approximately 5 million retail customers across 1 1 states. ’ In 
addition, AEP owns a sizeable barge and coal-handling business, an eiieigy trading operation 
and a small wholesale generation company, which aie not regulated. 

Roughly 90% o f M P ’ s  consolidated fiiiaiicials are associated with its rateregdated electric 
utility operations. These operations are primarily conducted through nine separate utility 
companies, of which seven are vertically integiated. Two utilities enjoy monopolistic electric 
transmission aid distribution (T&D) only sei-vice territories in Texas. 

AEP owns 01- leases roughly 39 GW ofelectiic generation capacity, much of i t  fileled by coal. 
These generating assets are diversified by geographic region and regdatoiy jurisdiction. 
Approximately 57% of this generation capacity (about 34 GW) is associated with vertically- 
integrated electric utilities, and roughly one-third (12 Gw is associated with the Ohio-based 
regulated utilities. Ohio is currently under on-going legislative intervention and market 
restructuring and these assets could be viewed as quasi-regulated or quasi-uiireplated.2 
Roughly 13% (5 is clearly non-regulated, although the capacity is essentially f ~ ~ I l y  
subscribed by affiliate utilities, through AEP Generating Company. 

We consider MP’s utility rate base and power-generation assets as extieniely important and 
critical for tlie local infrastructure, repiesentiiig a broad swath of the United States extending 
from tlie upper mid-west region to south Texas. These assets face some uncertainty due to 
increasingly stringent eiivironmeiital niaiidates now being developed at both state and 
Federal levels, which increases the risk of a major dispute regarding the illtention or legal 
interpretation with these new policies. 

This Credit Analysis pro,,vides an  in-depili 
discussion of credit iarine(s) for h i e i i c a n  
Electric Povicr Conipaiiy, lnc and should be 
r e d  in coiljuiiciion <wiili I4oody’s r r m t  
i m e i i i  Credit Opiiiioii and rating informatioii 
avzi lable on Moodv’s website. ’ Arltnnsns, Indiana, Kentucky, Louisiml, Miciiigan, Ohio, Oltlahomn, Tc~inessee, Tesns, Virginia aiid West 

Virginia. 
Foi more inrorination about rcgulntoiy changes undei way i n  Ohio, read our Spccial Comment, “Investor- 
Owied Elecriic Ut i l i t ies  in  Ohio,” Februwy 2009. 

’ 
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AEP is considered a good proxy credit for the [J.S. vertically integrated electric utility sector and is 
viewed as being well-positioned in the Baa2 ratings category at this time, p'imarily due to our 
expectation that REP will continue to generate cash flow that represents over 15% of its total debt. 
Sector wide challenges are applicable to AEP over the longer-term horizon and we incorporate a view 
that AEP has some time to implement coiporate finance policies that support an iiivestrnent grade 
rating. 

Rating Drivers 

Recent deterioi atioii in financial credit metrics appears to have been reversed - more quickly than 
we origiiially viewed as possible. 

Incoiporated into our Baa2. iatiiig and stable rating outloolc is an expectation diat AEP will 
maintain key cash flow to debt metrics comfortably within the mid-teen's range over the near to 
iiitermediate term horizon. 

Electric utility revenues and cash flow is diversified geographically and by state regulatory 
authoiities-a credit positive-but a majority of opeiations focus on traditional, vertically 
integiated electric utility activities. As a result, AEP does not enjoy the same diversity of 
operations as some of its peers, such as MidArnericaii or Dominion Resources. 

Regulatory support in all jurisdictioiis viewed positively. In our opinion, MP's iiumerous 
regulatory jurisdictions allow timely recovery of prudently incurred costs aiid investments-a 
critical element to both eainiiigs growth and credit-rating stability. 

Capital investment plans are primal ily ceiitereti ~ ipon  rate-base additions-generally viewed as a 
long-term credit positive-and recent cutbacks in iiivestmeiit plans are viewed more as a short- 
term delay or deferral. 

Significant coal-fired generating fleet raises risk profile because of the prospect for more stringent 
eiiviioiimeiital mandates-especially regarding COZ emissions. 

Liquidity profile appears adequate at this time, but sizable maturities in 2,010 aiid 201 I including 
a near-term expiration of crucial credit facilities, requires maintaining good access to capital 
markets. 

Corporate governance issues are modestly elevated with peiidiiig retirement of long-time CEO; 
internal and exteinal search underway. 
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Regulated Electric and Gas Utilities Rating Factors-AEP and Peers: 

FACTOR 2: 
FACTOR1: RETURNS 

REGULATORY /COST FACTOR 3: 
FRAMEVJORK RECOVERY DIVERSIFICATIOI\I FACTOR 4: FINANCIALSTRENGTH 

3 YEAR 3YEAR 3YEAR 
AVERAGE 3 YEAR AVERAGE AVERAGE 

RATE ADJ E FUEL/ CFO PRE- AVERAGE CFO PRE- ADJ. 
VdC i- CFO PRE- \NC - DEBTlCAP 

RATING RATING DIFF. REG. SUPPORT MECHANISMS POSITION DIVERSE LIQUIDITY INTEREST DEBT /AD/ DEBT DEBTlRAV 

G E N  ERATl COST 
CURRENT INDICATED NOTCH RECOVERY MARI<ET ON INTEREST/ VJClADJ DIVIDENDS OR 

AEP Baa2 Baa2 Baa Baa A B Baa Baa Baa Baa Ba 

Southern A3 A3 A A A Ba A Baa Baa Baa Baa 

MidAmerican Baal Baal A Baa A A A Baa Baa Baa Ba 

Xcel Baal Baal Baa A A A Baa Baa Baa Baa Baa 

Dominion Baa2 Baal -1 Baa A A A Baa Baa Ba Ba Baa 
~ 

Duke Baa2 A3 -2 Baa A A Ba Baa A A A A 

Proeress Baa2 Baal -1 Baa A A Baa Baa Baa Baa Baa Ba 

Entergv Baa3 Baal -2 Baa Baa A A Baa A Baa Baa Baa 

FirstEnergy Baa3 Baa2 -1 Baa Baa A Baa Baa Baa Baa Baa Ba 
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FIGURE 7 

Simplified Organization Chart 
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Rating Rationale 

Diverzity in Reguiat'iory jvrisdictioris and Sei vice Tm-i'ccIry 

N?P is a laige poitfolio of individual electiic utility cornpaiies that sei-ve apposiniately 5 inillion ietail 
cmtoineis across 11 states. In addition, &I' owns a sizeable baige and coal-handling business, .vvliicli is 
not-iegdated, along with an eiicigy tiading operation and a small wholesale generation company. 

About 90% of &P's coiisolidated financials are associated with rate-regulated electric utility 
operations. These operations are priinatily conducted tliiougli nine separate utility companies, of 
which seven are vertically integrated. 

Two vertically integrated utilities (Columbus Southern a d  Ohio Power) are located in Ohio, where 
legislative intervention associated with the traditional electric frameworlt continlies to evolve. We 
incorpoiate a view that Ohio's intenwition efforts will continue, with the nest iouncl of restructuring 
in the 201 1 - 2012 tiiiiehame. These resriucturing efforts began over a deade  ago, and have been 
viewed as being reasoilably constructive to the long-term credit quality for die utilities in that state. 
We incorpoiate a view that additional restructuring activity will dso be reasonably constructive and 
that an adverse, contentious environineiit will not materialize in Ohio over the nest few years. 
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Reference is made to oui Regulated Electiic and Gas rating methodology, published in August 2009. 
In tlie map below, we Iiigliliglit tlie states wlieie AEP maintains utility opeiations and how we score 
the Regulatoiy and Political Eiiviionineiits (Factor 1 of the ratings methodology). We note that Texas 
is cioss-hatched between the A and Baa rating categoiies. This range ieflects the differences we see 
bet-ween the pule T&L> and tlie veitically integrated utilities in that State. 

AEP's largest utility (ianlred by rate base) is Appalachian Powei (APCO, Baa2 senior urisecurecl/ 
stable outlook). APCO's service teiriroiy is split iouglily evenly between Virginia and West Virginia. 
Today, we considel tlie Viiginia iegulatoiy and political crivironment as being mole suppoi tive to 
long-term credit quality tlim die West ViIginia jurisdiction. Nevei tlieless, these assessiiieiits arc 
subject to change, and we observe rliat Viiginia iecently expeiienced some legislative intervention that 
negatively impacts APCO and that West Viiginia appeals to be ielatively supportive of its local coal- 
sectoi industiy exposuie. 

Two of' AEP's utilities enjoy monopolistic electric transmission and distribution (T&D) only seivice 
territoiies in Texas (AEP Texas Cential and AEP Texas North, botli rated Baa2 senior unsecured / 
stable outloolcs). The over-all business and operating risk pofile of 'Texas-based T&D utilities are 
viewed as being significantly lower than the business and operating risk profiles of vertically integrated 
electric Luilities. 

We note that Texas T&D utilities do not enjoy Fcdcral Eiiergy Regdatoiy Commission (FERC) 
incentive rate-rnalcing stiuctues. Howevei, we also note that the Texas-iegulatory environment 
provides iiuineIous flexible late-making provisions which s e n e  to reduce regulatoiy lag. 
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AEP Subsidiary Contribution 
GENERATION PRODUCTION"' ' 

RATING BASE' ($Ml"i) AVERAGE) CUSTOIVIERS M W ' '  AVG 
RATE ROE (WEIGHTED # OF CAPACITY (TWH)  YEAR 

~~ 

American Electi ic Power Baa2 16,400 10 9% 5,125,000 38,988 184 6 

Columbus Southern Power Company'" ' A3 1,560 12 4% 749,000 3,611 14 8 

Ohio Power Company' I '  Baal 2,180 12 8% 712,000 8,498 52 8 
_ _ _ ~ ~  

Public Service Company of Oklahoma Baal 1,467 10 5% 527,000 4,465 14 8 

0 1  761,000 AEP Texas Central Baa2 1,566 10 0% 

AEP Texas North Baa2 530 10 0% 185,000 647 2.26 

Appalachian Power Coinpany Baa2 4,080 10.3% 6,238 31 9 962,000 

Indiana Michigan Power Company Baa2 2,268 10 8 %  4,453 31.1 582,000 

Kentucky Power Company Baa2 858 10 5% 176,000 1,060 6.9 

Southwestern Electric Power Company Baa3 1,891 10 4 %  471,000 4,799 19.8 

Source: AEP 

"Rate base reflects amounts in the last  filed rate cases 

'Nominal capacity; AEP total generation capacity also includes AEP Generating Co, 43 5% interest in OVEC and Wind PPA 

* '  "Production includes generation from only AEP-owned assets 

High Concentration in Carbon Fuel Reimins a Major Credit Restraint 

AH' owns or leases iouglily 39 GW of electric genelation capacity, much of i i  fiielled by coal. These 
generating assets are diversified by geogiapliic region aiid regulaioiy jurisdiction and app1oxinxttely 
87% of this generation capacity (about 34 GW) is associated with vertically-integiated electiic utilities. 

lioughly one-child (12 GW) is associated with tlie Ohio-based legdated utilities, cuirently undei on- 
going legislative intervention and inaiket restiucturing noted previously, aiid ~ouglily 13% (5 GW) is 
considered non-iegulated, although the capacity is essentially fully subscribed by affiliate utilities, 
through AEP Geneiating Company. 

With respect to increasingly stringent environmental regulations, including carbon dioxide emissions, 
we incorporate a view that some form of legislation or regidation is forthcoming, but we have very 
little claiity on tlie timing. Today, we incorporate a view that legislation will be more flexible and 
potentially credit Giendly than pure regulations, largely due to tlie ability of special interests to 
influence tlie diafting of the legislation. We also believe tlie actual financial statement impacts 
associated with such legislation will take several years to fiilly develop after being enacted. Finally, we 
incorporate a view that the vast inajoiity of costs associated with such legislation/regulatioiis are lildy 
to be recovered through the regulatory rate-setting process. 

Our views iegarding incieasingly stringent environmental regulations are subject to change, as 
aclditional facts or developinelits emerge. 
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FIGURE 3 
Carbon Fuel as % of Output 
YE 2009 
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In 2.009, AEP's consolidated financial credit inet i ia  showed a marked improvemelit over the prior 2- 
years. This improvement, wliich occurred inuch faster than we originally thought possible, is 
primarily related to an aggressive cost reduction program and near-term capital investment reductions. 
In addition, AH? issued roughly $1.6 billion of new coininon equity in 2009, the proceeds of which 
were largely illvested into its various utility subsidiaries. 

The ability to maintain l e y  cash flow to debt related credit metria in the mid-teen's range was a 
primary driver behind oui ieceiit rating action - wlien we changed AEP's iating outlook to stable from 
negative. 

CFO pre W/C / Debt 

2007 2008 2009 

Baa2 American Electric Power Company 14% 13% 18% 

A3 Columbus Southern Power Company 22% 22% 24% 

B a a l  Ohio Power Company 17% 13% 20% 

Baal Public Service Company of Oklahoma 6% 21% 21 % 

Baa2 AEP Texas Central Company 2% 10% 10% 

Baa2 AEP Texas North Company 20% 21% 12% 

Baa2 Appalachian Power Company 10% 10% 15% 

Baa2 Indiana Michigan Power Company 20% 18% 25% 

Baa2 Kentuckv IPower Company 16% 9% 18% 
~ ~~ 

Baa3 Southwestern Electric Power 15% 19% 13% 
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Parent Company Peer Croup CEO pre WIC I Debt 

CFO PRE W I C  I DEBT 

UNSEC. RATII\IC OUTLOOK 5YR AVC 3YRAVC 2009 

Southern Company A3 Negative 19% 17% 15% 

MidAmerican. Baal Stable 19% 17% 17% 

Xcel Enerev Inc Baal Stable 19% 17% 20% 

American Electric Power Baa2 Stable 13% 14% 18% 

Dominion Baa2 Stable 20% 20% 18% 

Duke Baa2 Stable 16% 17% 23% 

Progress Baa2 Stable 16% 17% 17% 

Entergy Baa3 Stable 15% 15% 22% 

FirstEnergy Baa3 Stable 15% 13% 16% 

SOURCE: Moody's FM 

FIGURE 4 

"Parent Company Peer Group (3  Year Average) 

CFO pre WIC I Debt 

Li q CI icEi ty I" rcfi l e  

As of December 3 1, 2,009, AEP had three separate credit facilities totaling $3.6 billion; LWO of which 
aie $1.5 billion five year credit facilities expiring in March 2,011 aiid April 2,012. Tliese facilities 
contain a debt to capitalization limit of67.5%. A_EP asseits that it remains in coinpliance. There is a 
$750 million letter of credit cai~acily (prior to final Bank of America litigation judgment, $600 million 
after) on each facility ($1.5 billion in  total, $1.2 billion after Bank ofAmerica resolution), a $500 
million accordion feature for each facility (for a total accoidioii of $1 .O billion) aiicl a onc-year 
extension option. 
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There are no material adverse change restrictions on drawings, no litigation repiesentation provision at 
die time of borrowing and a definition adjustment to exclude oiie of AEP’s subsidiaries, AEP Texas 
Central, as a “significant subsidiary” to prevent cross-acceleration in the event of a default. AEP also 
has a $627 million credit facility, expiring April 201 1, that can be utilized for letter of credit or draws 
aiid has covenant restrictions similar to tlie piimary 5-year facilities. 

AEP has approximately $1.7 billion of long term debt due in 2010 (of wliich $700 inillion will mature 
for remainder of 2,010) aiid $600 million due in 2,011. In the next two yeais, We estimate that AEP 
will spend approximately $2.5 billion in capital expenditures and approsimately $800 millioii in 
dividends annually. As of year end 2009, AEP’s credit facilities had approximately $11 9 million 
utilized in suppoit of cominercial paper outstanding aiid roughly $568 million of LC’s posted, leaving 
approximately $2.9 billion of capacity available. Combined with $490 million of cash, total liquidiy 
amounted to $3.4billiori. 

For year 2009, AEP generated approximately $2.7 billioii in cash from operations, made 
approximately $3.3 billion capital iiivestments and paid roughly $761 million in dividends, resulting 
in roughly $1.4 billion of negative fi-ee cash flow. 

Liquidity Profile 2009 ($Million) 

AVAILABLE CREDIT FACILITIES / 

CASH MONEY POOL 

American Electric Power Company $490 0 $2,894.0 

AEP Texas Central ComDanv $180.2 $200.0 

AEP Texas North Company $0 2 $250 0 

Appalachian Power Company $ 2.0 $370.5 

Columbus Southern Power Company $1.1 $326.0 

Indiana Michigan Power Company $ 0.8 $500.0 

Kentucky Power Company $ 0 5  $250.0 

Ohio Power Company $2 0 $600.0 
~~ 

Public Service Company of Oltlahorna $0 8 $ 3 0 0 . 0  

Southwestern Electric Power $1.7 $350.0 

Subsidiary Rating Summary 

kqqmlaciiian ~ o w e r  (Baa2 Si-. Unsecured / %table 0u”iook) 

APCo‘s Baa2 senior unsecured rating reflects a ielatively low-iisli vertically integrated electric utility 
compiiiiy operating in states with regulatoiy authorities that are geiierally viewed as being leasonably 
supportive to long term credit quality. APCo is diversified benveen its Virginia and West Virginia 
jurisdictions and benefits fiom some consolidated financial advantages of being part of tlie AEP 
system. FLirtliermoie, as its major spending program winds down over the next few years, we expect 
APCO’s financial profile and balance sheet to strengthen. 

Moody’s note that State of Virginia lawinalters recently siispeiided APCO’s interim late increase due 
to coiiceriis of economic difficulties. The inteiventioii represents an industiy-wick phenomenon that, 
if mateiialized, C O L I J ~  result in an ovei-all shift of regulatory suppoitiveness within the entire rate- 
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regulated utilities sector. A400dy’s will continue to follow and evaluate tlie situation across the 
country. Nevertheless, on tlie positive side, Moody’s observe that tlie ineasure in Virginia also requires 
the Virginia State Corpo~~t ion  Commission (SCC) to issue a decision on the company’s base rate case 
by July 15. For base cases filed after January 1, 2.010, SCC is required to issue a decision within nine 
months. 

Selected Financial Data -Appalachian Power 

COMPANY 2003 2004 2005 2006 2007 200s 2009 

Total Debt 2,039 2,250 2,548 2,866 3,342 3,665 4,165 

CFO I Debt 23% 18% 9 %  15% 11% 6% -1 % 

CFO pre WIC I Debt 24% 19% 11% 13% 10% 10% 15% 

FFO I Debt 20% 18% 14% 13% 11% 13% 18% 

RCF I Debt 17% 16% 10% 12% 9 %  10% 15% 

Cklurnbus Souttaeria Power (A3 Sr. U;nsccc!red i Stable O~!tk~ok)  

CSPCo’s A3 senior unsecured rating primarily reflects the relatively stable iegulatoty eiiviroiiiiient and 
reasonable recovery mechanisms provided by tlie Ohio Electric Securiy Plan (ESP) through 201 1 and 
its strong cash flow generation. CSPCo is expected to continue producing financial credit metrics in a 
range that positions tlie credit well within tlie A3 rating categoiy.. The rating also consideis the 
prospects for incieasingly stringent environriieiital mandates, including the prospect for new 
regulations associated with carbon dioxide emissions. 

We incorporate a view that CSPCo will iiiaintain key cash flow to debt ielated financial inetrics 
comfortably above tlie 20% range. Cash flow to debt inetrics of roughly 25% will keep CSPCo well 
positioned in the A.3 ratings category. Should CSPCo’s metrics fall closer to tlie 2,O%, negative rating 
actions are more lilcely. 

Selected Financial Data - Colunibus Southern Power 

COMPANY 2003 2004 2005 2006 2007 2008 2009 

Total Debt 1,005 1,202 1,409 1,397 1,722 1,996 2,101 

CFO I Debt 29% 28% 13% 28% 28% 22% 19% 

CFO Dre WIC I Debt 32% 25% 18% 25% 22% 22% 23% 

FFO I Debt 31% 26% 24% 26% 26% 22% 27% 

RCF 1 Debt 15% 15% 10% 18% 14% 16% 16% 
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Ohio Powei- (Baal 5r. IJnseciti.ed / Stabte Outlook) 

OPCo's Baal senior unsecured rating and stable outloolc ieflect the ielatively stable regdatoiy 
environment and reasonable recovery mechanisms provided by the approved Electric Security Plan 
(ESP) through 201 1" The rating also takes into consideration the company's historical and projected 
financial profile in comparison to its peers, the severely impacted economic conditions in the service 
teiritory that OI'Co operates within and its ownership by American Electric Power. 

OPCo's cash flow to debt metrics are expected to reinaiii in the high-teen's range for the near to 
inteimediate term horizon. OPCo is much lager than its affiliate, CSPCo, and is more exposed to 
reduced industrial volumes due to economic pressures. 

Selected Financial Data - Ohio Power 

COMPANY 2003 2004 2005 2006 2007 2008 2009 

Total Debt 2,443 2,327 2,496 2,755 3,192 3,522 3,783 

CFO / Debt 17% 24% 16% 21% 18% 13% 8% 

CFO pre W/C / Debt 23% 23% 19% 18% 17% 13% 20% 

FFO / Debt 23% 23% 22% 17% 19% 15% 20% 

RCF I Debi 16% 15% 18% 18% 17% 13% 18% 

Indiana Miciiigan Power- (baa2 Sr. Lfnsccurecf / Stable C)utLaol:] 

I&M's Baa2 senior unsecured iating reflects the geneidly supportive iegdatory jurisdictions in both 
Indiana and Micliigan, a material credit positive" In addition, the rating consideis the strong histoiical 
financial metrics foi I&M's rating category 

Tlie rating had been modestly constiained by I&lvf's sizeable capital investment prograiii and 
managing the outage at its DC Cook nuclear facility. Over time, as I&M demonstrates its ability to 
successfully manage and operate its large nuclear plant, aiid assuming the ltey cash flow to debt metrics 
remain in the high-teen's iange for a sustainable period of time, cliis utility is the inox liltely U P  
subsidiary to justi+ a ratings upgrade. 

Selected Financial Data - Indiana Michigan Power 

COMPANY 2003 2004 2005 2006 2007 2008 2009 

Total Debt 2,408 2,210 2,608 2,653 2,603 3,111 3,167 

CFO / Debt 13% 28% 18% 19% 20% 19% 16% 

CFO ore W/C / Debt 17% 24% 22% 18% 20% 18% 25% 

FFO / Debt 17% 22% 20% 16% 19% 17% 24% 

RCF / Debt 15% 20% 19% 16% 18% 15% 22% 

[<crituck>~ POWCI* ( R Z ~ * I  Sr. U!lseci.fred / S'i3bf.e CIU~COO[:) 

ICYl'Co's Baa2. issuer inring primarily reflects the reasonably constructive relationship with the IQSC 
while constrained by its ielatively large capital investment program and its single carbon fuel source. 
Although the company has temporarily delayed some of the investment program in 2009 aiid 20 10, 
we expect the p~ogrnm to resume to its full force in the next few years. 
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However, we expect increasing up-stream dividends over tlie next few years and free cash flow could 
return to a negative position over tlie intermediate and long term horizon. While we generally view 
investinents in rate base positively, we would be concerned if IcrPCo's spending plaiis result in a 
persistent negative free cash flow positioii that is primarily funded with inteinal or external debt. 
Should this situation materialize, IW'Co's financial profile could become stressed given its Baa2- 
rating category. 

Additionally, we consider tlie potential for significant eiivironnieiital legislation, especially related to 
carboii dioxide eiiiissioiis, as a material risk aKecting KYPCo's 100% coal-fired generating assets. 
Moody's iiicoiporates a view that tlie timing of compliance requirements within any potential new 
legislation niay be many years in the future and that tlie costs associated with any new legislation 
regarding emissions will generally be iecovered through rates (either through existing fuel clause pass- 
through meclianisms or other incremental rare riders). 

Selected Financial Data -Kentucky Power 

COMPANY 2003 2004 2005 200G 2007 2008 2009 

Total Debt 523 575 558 542 534 665 634 

CFO I Debt 12% 17% 14% 19% 18% 7% 11% 

CFO pre WIC I Debt '1 9% 16% 14% 16% 16% 9% 18% 
-~ - 

FFO I Debt 18% 15% 14% 16% 16% 11% 18% 

RCF I Debt 16% 12% 14% 13% 14% 7% 15% 

Sorrthwestei-ii Eleciric Power { E a 3  Sr. Unsecured I' Stabke O~itkool:) 

SWEPCO's Baa3 senior uiisecured rating reflects tlie longer-term prospects of: being a relatively 
diversified, vertically integrated electric utility coiiipany with generally supportive political / regulatoiy 
environments. In addition, SWEPCO is benefited by its relationship with its parent, Mil', with respect 
to its liquidity needs. Over tlie longe~,-term, we view SWEPCO as an investment grade utility company. 

Nevertheless, SWEPCO's current risk profile is extremely high, largely due to its pursuit of building a 
new, 600-MW coal-fired generating facility in Hempstead, Arltatisas. The project is facing numerous 
legal challenges, which is not that unusual for projects of this type. It is unusual, in OLW opinion, for a 
utility to be as far dong with construction given the ainount of legal uncertainty that remain unresolved. 

While a non-investment grade rating is iiot out of tlie question, at this time we incorporate a view that 
SW-EPCO has the ability to revise its corporate and finance strategies and pursue other mitigation 
alternatives that are designed to protect agaiiisr unexpectedly adverse events, especially with respect to its 
liquidity needs. 

Selected Financial Data - Southwestern Electric Power 
COMPANY 2003 2004 2005 2006 2007 2008 2009 

Total Debt 946 1,026 945 958 1,434 1,862 1,974 

CFO I Debt 27% 23% 22% 23% 12% 11% 20% 

CFO pre WIC I Debt 29% 22% 24% 22% 15% 19% 13% 

FFO / Debt 22% 23% 22% 22% 14% 78% 12% 

RCF I Debt 22% 16% 18% 17% 15% 19% 13% 
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I?nblic Service Company 0.T C~klahoma (Baal Sir. [ 4 m ~ c t ! r ~ d  / Stabie Ori!~bol:j 

The Baal senior uiisecuied iating primarily considers the relatively strong financial profile of PSO. 
Prospectively, the rating incorporates a view that PSO ~vil l  maintain a financial piofile that positions 
the coinpany well within its existing rating categoiy. The rating also considers the supportive 
regulatoiy environinent in Oldahoma, and we continue to view the OCC as being a long-term credit 
positive for PSO. Thc rating considers the inaterial recessionaiy pressures currently being experienced 
in Oidahonia and the prospects for increasingly stringenr environmental mandates, including the 
prospect for new regulations associated with carbon dioxide emissions. 

Selected Financial Data - Public Service Company of Oklahoma 
COMPANY 2003 zoo4 200s 2006 2007 2009 2009 

Total Debt 601 750 763 8 4 4  1,093 1,086 1,158 

CFO I Debt 28% 17% 11% 21% 11% 14% 26% 

CFO pre WIC I Debt 29% 16% 23% 13% 6% 20% 21% 

FFO I Debt 28% 20% 26% 12% 9% 21% 21% 

RCF I Debt 24% 11% 18% 13% 6% 20% 19% 

AEF Texas Central ( B a 2  Sr. Unsecured t' Stable O~rtbol:) 

AEP TCC's Baa2 senior unsecured rating is wealdy positioned within its rating category, pi imarily 
due to the very weak cash flows in relation to its total adjusted debt (both on an  absolute basis and 
in ielation to its peer comparables). Nevertheless, n lower rating is not justified at this time, in part 
due to the expectation that AEP TCC's financial profile will show a steady, albeit modest, 
improvement over time and in part due to the relatively low business and operating environment 
provided by the PTJCT. AEP TCC (and its affiliate, hEP TNC) are not viewed as core strategic 
holdings for the paient, AEP, in our opinion. As a result, we believe these Texas T&D properties 
could be consideled potential divestiture candidates. 

Selected Financial Data - AEP Texas Central 
COMPANY 2003 2004 2005 2006 2007 2008 2009 

Total Debt 2,362 1,995 1,982 3,061 2,990 2,973 2,883 

CFO / Debt 15% 15% -3% 7% 2% 5% 72% 

CFO pre WIC I Debt 11% 8 %  5% 3% 2% 10% 10% 

FFO I Debt 13% 7% 5% 5% 4% 13% 10% 

RCF I Debt 6% 0% -3% -16% 2 Yo 9% 9% 

Moody's views ilEP TNC as being ielatively \vel1 positioned within the Gaa2 scnior unsecured ratings 
category. The company, a small, relatively lower-iisk transmission and distribution utility company, 
benefits fiorn the Texas deregulation initiative piimaiily due to the absence of fuel commodity and 
other piovidei of last resort (POLR) obligations. In addition, AH? T N C  benefits fiorn the regulatory 
ovcisight provided by the PUCT, which is viewed as being ielatively supportive to long tcrni ucdit 
quality for the Texas T & D  sector. M.1' TNC's historical key financial ciedit rnetrics ~voulcl otherwise 
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indicate a higher ratings categoiy than B a d ,  but we incorporate a view that the merrics, primarily the 
cash flow to debt related metiics, will decline over the next few years cowards the mid-tcen's range 
from the previous 20% level. The mid-teen cash flow inetrics ale expected to i,emain in that range for 
the foreseeable future, which positions M P  TNC in the Baa2 lacings ategoiy. The residual ownership 
interest in the Oldaunion geiierating facility, which is unique among the rest of the Texas TSrD sector, 
is not viewed as a inaterid ratings constraint. 

Selected Financial Data - AEP Texas North 
COMPANY 2003 2004 2005 2005 2007 200s 2009 

Total Debt 386 355 297 299 328 433 492 

CFO / Debt 20% 28% 42% 21% 13% 16% 16% 

CFO pre W/C / Debt 27% 24% 34% 17% 20% 21% 12% 

FFO / Debt 23% 29% 28% 21% 22% 21% 11% 

RCF / Debt 25% 24% 25% 12% 16% 13% 5% 
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P. p pe rid ix- Key F i i ia i-i ci a Ls 

American ELectric Power ($ Millions, as adjusted or otherwise stated) 
~ ___ 

2005 2006 2007 2008 2009 

Current Assets $4,461 $4,124 $3,533 $4,425 $5,387 

Current Liabilities $6,185 $6,213 $5,893 $7,171 $6,181 

CA - CL ($1,724) ($2,089) ($2,360) ($2,746) ($794) 

CFO $2,585 $2,911 $2,639 $2,684 $2,727 

Change in w/c $361 $41 ($95) ($350) ($1,193) 

CFO-w/c $2,224 $2,870 $2,734 $3,034 $3,920 

Change in other A&L $46 ($6)  $29 $376 ($48) 

FFO $2,270 $2,864. $2,763 $3,410 $3,872 

Dividends $553 $591 $633 $669 $761 

CFO-wlc-dividends $1,671 $2,279 $2,101 $2,365 $3,159 

CapEx 
__ 

$2,649 $3,727 $3,852 $4,238 $3,194 

($617) ($1,407) ($1,846) ($2223) ($1,228) FCF 

As Rpt STD 
~ 

$526 $554 $1,167 $2,626 $757 

As Rpt Gross Debt $12,226 $13,698 $14,994 $15,983 $17,498 

As Rpt Total Debt $12,752 $14,252 $16,161 $18,609 $18,255 

$1,500 $1,909 $2,448 ($354) Change in Debt 

$87 $1,140 $1,298 Pension Adjustment $204 $82 

Lease Adjustment $2,307 $2,526 $2,712 $2,886 $2,700 

Other Adiustment $- $- $- $- $- 

Total Adjustments 
- 

$2,511 $2,608 $2,799 $4,026 $3,998 

Total Adj Debt $15,263 $16,860 $18,960 $22,635 $22,253 

(CFO-wlc) / Debt 14 6% 170% 1 4 4 %  13 4% 17 6% 

(CFO-W/C -t Int)/lnt 3 6 x  3 9x 3 5x 3 3x 4 ox 

(CFO-w/c-div) / Debt 11 0% 13 5% 11 1% 10 4% 14 2% 

FFO / Debt 14 9% 170% 1 4 6 %  15 1% 17.4% 
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Appalachian Power ($ Millions, as adjusted or otherwise stated) 

2005 2006 2007 2008 2009 

$970 5'1,298 Current Assets $784 $720 $642 

Current Liabilities $1,101 $1,242 $1,295 $1,366 $1,509 

CA - CL ($317) ($522) ($653) ($397) ($211) 

CFO $226 $438 $357 $212 ($26) 

Change in w/c $25 ($159) ($666) $75 ($44) 

CFO-W~C $270 $364 $332 $371 $640 

Change in other A&L $80  ($2) $24 $114 $99 

FFO $350 $362 $356 $484 $739 

Dividends $ 6  $11 $26 $1 $21 

CFO-w/c-dividends $264 $353 $306 $370 $619 

CapEx $599 $888 $759 $713 $560 

FCF ($379) ($460) ($428) ($502) ($606) 

As Rpt STD $194 $35 $275 $195 $230 

As Rpt Gross Debt $2,151 $2,599 $2,847 $3,175 $3,477 

As Rot Total Debt $2.346 $2,634 $3,123 $3.369 $3,707 

Change in Debt $288 $489 $247 $337 

Pension Adjustment $34  $14 $'15 $19 $166 

Lease Adjustment $92 $116 $121 $145 $148 

Other Adjustment $77 $102 $ 8 4  $131 $144 

Total Adjustments $203 $232 $219 $295 $458 

$2,548 $2,866 $3,342 $3,665 $4,165 Total Adj Debt 

(CFO-w/c) / Debt 10 6% 12 7% 9 9% 10 1% 15 4% 

(CFO-w/c + Int)/lnt 3 2x 3 4x 2 9x 2 Gx 3 8x 

(CFO-w/c-div) / Debt 10.4% 12 3% 9 2% I O  1% 14 9% 

FFO / Debt 13 7% 12 6% 10 6% 13 2% 17 7% 
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- ~ I _ _  

Columbus Southern Power ($ Millions, as adjusted or otherwise stated) 

2005 2006 2007 2008 2000 

Current Assets $460 $43 1 $433 $479 $490 

Current Liabilities $587 $628 $871 $816 $980 

($127) ($196) ($437) ($337) ($491) CA - CL 

CFO $190 $398 $474 $432 $400 

Change in w lc  

C F 0- W/C $250 $345 $385 $435 $494 

Change in other A&L $85 $17 $56 $9 $69 

FFO $335 $362 $441 $444 $562 

Dividends $114 $90 $150 $123 $150 

CFO-wlc-dividends $136 $255 $235 $312 $344 

CapEx $172 $306 $352 $464 $329 

FCF ($96) $2 ($28) ($154) ($79) 

As Rpt STD $18 $1 $95 $75 $24 

As Rpt Gross Debt $1,197 $1,197 $1,298 $1,444 $1,536 

As Rpt Total Debt $1,215 $1,198 $1,393 $1,518 51,561 

Change in Debt ($17) $195 $125 $42 

Pension Adjustment $10 $4 $4 $56 $83 

Lease Adjustment $60 $52 $191 $277 $288 

Other Adjustment $124 $143 $133 $145 $169 

Total Adiustments $195 $199 $328 $477 $540 

Total Adj Debt $1,409 $1,397 $1,722 $1,996 $2,101 

(CFO-wlc) / Debt 177% 247% 224% 21 8% 235% 

(CFO-wlc -I- Int)/lnt 4 7x 5 G x  5 lx 4 7x 5 lx 

(CFO-wlc-div) I Debt 9 6% 18 2% 13 7% 15 7% 16 4% 

FFO / Debt 238% 259% 25 6% 223% 268% 
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Indiana Michigan Power ($ Millions, as adjusted or otherwise stated) 

2005 2006 2007 2008 2009 

Current Assets $600 $597 $531 $645 $1,001 

Current Liabilities $1,117 $789 $892 $1,259 $770 

CA - CL ($517) ($192) ($361) ($614) $232 

CFO $462 $505 $512 $576 $500 
~ 

Change in w/c $23 ($282) ($104) $34 ($2) 

CFO-W/C $565 $471 $514 $553 $782 

FFO $511 $433 $483 $528 $764 

Dividends $62 $40 $40 $75 $98 

CFO-w/c-dividends $503 $431 $474 $478 $684 

CapEx $416 $478 $434 $640 $585 

FCF ($16) ($13) $38 ($139) ($183) 

As Rpt STD $94 $91 $45 $476 $- 

As Rpt Gross Debt $1,445 $1,571 $1,611 $1,421 $2,103 

As Rot Total Debt $1.539 $1,662 $1,656 $1,897 $2.103 

Change in Debt $124 ($6) $242 $206 

Pension Adjustment $44 $- $19 $245 $144 

Lease Adjustment $915 $888 $819 $850 $782 

Other Adjustment $111 $103 $109 $118 $138 

$947 $1,213 $1,064 

Total Adj Debt $2,608 $2,653 $2,603 $3,111 $3,167 

Total Adjustments $1,070 $990 

(CFO-w/c) / Debt 21 7% 17 8% 19 7% 17 8% 24 7% 

(CFO-w/c + Int)/lnt 6 1x 4 9x 5 IX 4 4x 5 6x 

(CFO-w/c-div) / Debt 19 3% 16 2% 18 2% 15 4% 21 6% 

FFO / Debt 19 6% 16 3% 18 6% 17 0% 24 1% 
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I_ 

i<entucky Power ($ Millions, as adjusted or otherwise stated) 

2005 2006 2007 2008 2009 

Current Assets $165 $146 $121 $161 $179 

Current Liabilities $228 $534 $228 $333 $183 

CA - CL ($63) ($389) ($107) ($172) ($4) 

CFO $75 $104 $99 $49 $72 

Change in w/c ($3) $19 $14 ($9) ($40) 

CFO-w/c $78 $85 $85 $58 $112 

Change in other A&L $0 $1 $3 $14 $4 

FFO 579 $86 $88 $72 $115 

Dividends $3 $15 $12 $14 $20 

CFO-w/c-dividends $76 $70 $73 $44 $92 

CapEx $59 $80 $71 $132 $66 

As Rpt STD $6 $31 $1 9 $131 $0 

As Rpt Cross Debt $487 $447 $448 $419 $549 

As Rpt Total Debt $493 $478 $468 $550 $549 

Change in Debt ($15) ($10) $82 ($1) 

Pension Adiustment $7 $- $3 $39 $27 

Lease Adjustment $20 $20 $22 $20 $16 

Other Adjustment $39 $44 $41 $56 $41 

Total Adjustments $65 $64 $66 $115 $85 

Total Adj Debt $558 $542 $534. $665 $634 

(CFO-wlc) / Debt 14 0% 15.6% 15 8% 8 8% 17 6% 

fCF0-w/c -1- Int)/lnt 3 4x 3 8x 3 6x 2 4x 3 9x 

(CFO-w/c-div) / Debt 13 6% 12 9% 13 6% 6 7% 14 5% 

FFO I Debt 
~ 

14 1% 15 9% 16 4% 10 9% 18 2% 
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- 
Ohio Power ($ Millions, as adjus<d or otherwise stated) 

2005 200G 2007 2008 2009 

Current Assets $825 $681 $638 $803 $1,550 

Current Liabilities $1,252 $1,179 $1,019 $1,217 $1,537 

CA - CL $13 ($426) ($498) ($38'1) ($414) 

CFO $409 $585 $579 $463 $310 

Change in w/c ($67) $99 $33 $15 ($462) 

CFO-W/C $476 $486 $547 $448 $772 

Change in other A&L $85 ($18) $46 $78 ($27) 

FFO $561 $467 $592 $526 $744 

Dividends $30 $0 $- $1 $97 

CFO-w/c-dividends $446 $486 $547 $446 $675 

CapEx $708 $978 $918 $704 $430 

($329) ($392) ($339) ($242) ($217) FCF 

As Rpt STD $10 $1 $1 $- $- 

$2,200 $2,402 $2,850 $3,039 $3,243 As Rpt Gross Debt 

As Rpt Total Debt $2,210 $2,403 $2,850 $3,039 $3,243 

Change in Debt $193 $447 $189 $203 

Pension Adiustment $22 $9 $10 $125 $157 

Lease Adjustment 
~~ 

$124 $187 $797 $203 $206 

Other Adiustment $139 $157 $135 $155 $178 

Total Adiustments $286 $352 $341 $483 $540 

Total Adj Debt $2,496 $2,755 $3,192 $3,522 $3,783 

(CFO-w/c) / Debt 19 1% 17.6% 17 1% 12.7% 204% 

(cFo-w/c + Int)/lnt 4 6 x  4 1x 4"Ox 3 x  5 ox 
(CFO-wlc-div) / Debt 17 9% 17 6% 17 1% 12 7% 17 8% 

FFO / Debt 22 5% 17 0% 18 6% 14 9% 19 7% 
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Public Service Power- Company of Oklahoma ($ Millions, as adjusted or otherwise stated) 

2005 2006 2007 2006 2009 

Current Assets $500 $497 $466 $417 $360 

Current Liabilities $663 $649 $539 $666 $401 

CA - CL ($163) ($152) ($74) ($249) ($41) 

CFO $86 $175 $124 $147 $307 

Change in w/c ($91) $67 $57 ($75) $58 

CFO-w/c $177 $108 $67 $222 $248 

Change in other A&L $18 ($2) $31 $1 ($8) 

FFO $195 $105 $98 $223 $240 

Dividends $37 $ -  $- $- $32 

CFO-vdc-dividends $140 $108 $67 $222 $2 16 

CapEx $139 $246 $316 $292 $180 

As Rpt STD $- $- $- $- $- 

As Rpt Gross Debt $571 $670 $918 $885 $968 

As Rpt Total Debt $571 $670 $918 $885 $968 

Change in Debt $99 $248 ($33) $83 

Pension Adjustment $1 $- $1 $ 8  $67 

Lease Adjustment $39 $50 $60 $52 $44 

Other Adiustment $152 $125 $115 $141 $79 

Total Adjustments $192 $174 $175 $201 $190 

$844 $1.093 $1,086 $1,158 Total Adi Debt $763 

(CFO-w/c) / Debt 23 2% 12.7% 6.1% 20 5% 21.4% 

(CFO-w/c + Int)/lnt 5 3x 3 2x 2"lX 3.5x 4 Gx 

(CFO-wlc-div) / Debt 18 4% 12 7% 6.1% 20 5% 18 7% 

FFO / Debt 25 6% 12 5% 9.0% 2 0 5 %  20 7% 
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- 
Southwestern ELecjric Power ($ Millions, as adjusted or otherwise stated) 

2005 2006 2007 2008 2009 

Current Assets $415 $557 $440 $548 $461 

Current Liabilities $496 $926 $507 $579 $623 

CFO $206 $219 $178 $206 $386 

$122 ($32) ($154) Change in w/c ($18) $12 

CFO-V~/C $224 $207 $210 $360 $264 

FFO $21 1 $206 $208 $341 $237 

Dividends $55 $40 $- $5 $3 

CFO-w/c-dividends $169 $167 $210 $355 $260 
___ 

CapEx $166 $335 $510 $685 $584 

FCF ($15) ($156) ($332) ($484) ($201) 

As Rpt STD $100 $120 $95 $112 $124 

$729 $1,197 $1,591 $1,623 

$849 $1,292 $1,703 $1,747 

As Rpt Gross Debt $745 

As Rpt Total Debt $845 

Change in Debt $ 4 $443 $412 $44 

Pension Adjustment $7 $3 $3 $38 $72 

Lease Adjustment $89 $102 $135 $116 $151 

Other Adjustment $5 $5 $5 $5 $5 

Total Adjustments $100 $109 $142 $158 $227 

$958 $1,434 $1,862 $1,974 Total Adj Debt $945 

(CFO-vdc) / Debt 23 7% 21 6% 14 6% 79 4% 13 4% 

(CFO-w/c + Int)/lnt 4 7x 4 2x 3 5x 3 8x 3 . 2 ~  

(CFO-wlc-div) / Debt 17 9% 17 4% 14 6% 19 1% 13 2% 

FFO / Debt 22 4% 21 5% 14 5% 1% 3% 12 0% 
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AEP Texas Central ($ Millions, as adjusted or otherwisestated) 

2005 2006 2007 2008 2009 

Current Assets $378 $583 $500 $385 $447 

Current Liabilities $533 $303 $397 $500 $373 

575 $102 ($116) CA - CL ($155) $280 

CFO ($58) $229 $48 $138 $354 

Change in w/c ($155) $145 ($1) ($146) $64 

CFO-W/C $97 $84 $49 $284 $290 

Change in other A&L $2 $73 $63 $67 ($7) 

FFO $99 $157 $112 $351 $283 

Dividends $150 $585 $3 $30 $36 

CFO-vdc-dividends ($53) ($502) $45 $253 $254 

CapEx $183 $275 $228 $273 $180 

FCF ($390) ($631) ($183) ($165) $137 

As Rpt STD $82 $- $ -  $107 $- 

As Rpt Gross Debt $1,853 $3,016 $2,938 $2,794 $2,758 

As Rpt Total Debt $1,936 $3,016 $2,938 $2,902 $2,758 

($78) ($36) ($144) Change in Debt $1,080 

~ 

Pension Adjustment $4 $2 $2 $23 $82 

Lease Adjustment $37 $44 $51 $48 $43 

Other Adiustment $6 $0 $0 $0 $0 

Total Adjustments $47 $46 $53 $71 $125 

Total Adj Debt $1,982 $3,061 $2,990 $2,973 $2,883 

(CFO-w/c\ / Debt 4 9% 2 7% 1.6% 9 5% 10 1% 

(CFO-w/c i tnt)/lnt 19x 1 Gx 13x 2.Gx 2 . 8 ~  

(CFO-wlc-div) / Debt -27% -164% 1 5% 8 5% 8 8% 

I-FO / Debt 5 0% 5 1% 3 7% 11 8% 9 8% 
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I - 
AEP Texas North ($ Millions, as adjusted or otherwise stated) 

2005 200G 2007 200s 2009 

Current Assets $165 $72 $79 $101 $93 

Current Liabilities $155 $95 $127 $139 $175 

CA - CL $10 ($23) ($47) ($37) ($83) 

CFO $126 $63 $42 $71 $78 

Change in w/c $24 $13 ($23) ($18) $20 

CFO-W/C $102 $50 $65 $90 $58 

Change in other A&L ($20) $14 $8 $3 ($4) 

FFO $82 $64 $73 $93 $54 

Dividends $29 $13 $14 $35 $32 
~~~ 

CFO-w/c-dividends $73 $37 $51 $55 $26 

As Rpt STD $- $- $34 $29 $76 

As Rpt Gross Debt $277 $277 $269 $369 $370 

As Rpt Total Debt $277 $277 $302 $398 $446 

Change in Debt $0 $25 $95 $49 

Pension Adjustment $2 $- $1 $11 $25 

Lease Adiustment $15 $20 $23 $22 $19 

Other Adjustment $2 $2 $2 $2 $2 

Total Adjustments $20 $22 $26 $35 $46 

Total Adj Debt $297 $299 $328 $433 $492 

(CFO-wlc) 1 Debt 34 4% 16 7% 199% 207% 11 8% 

(CFO-wlc 3- Int)/lnt 5 8x 3 6x 4 5x 4 5x 3 3x 

fCFO-w/c-divl / Debt 24 6% 12.4% 156% 1260% 5 3% 

27.7% 214% 222% 21 4% 11.1% 
-_-I__ 

FFO / Debt -- 
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FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR 
SECURITIES. CREDIT RATINGS DO NOT COMMENT O N  THE SUITABILITY OF A N  INVESTMENT FOR ANY PARTICULAR 
INVESTOR. MIS ISSUES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR 
WILL MAKE ITS O W N  STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, 
IHOLDING, OR SALE. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT INOT LIMITED TO, COPYRIGHT LAW, AND 
NONE OF SUCH INFORMATION MAY BE COPIED OR OTIIERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, 
TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE. IN 
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S 
PRIOR WRIWTEN CONSENT Al l  information contained lierein is  obtained by MOODY'S from sources believed by i t  t o  be accurate 
and reliable Because of the possibility of human or mechanical error as well as other factors, however, a l l  information contained 
herein is provided "AS IS" without warranty of any kind Under no circumstances sliall MOODY'S liave any liability to  any person or 
entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or 
other circumstance or contingency within or outside the control of MOODY'S or any of its directors, officers, employees or agents in 
connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or deliveiy of any 
such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including 
without limitation, lost profits), even i f  MOODY'S is  advised in advance of the possibility of such damages, resulting from the use of 
or inability to  use, any such information The ratings, financial reporting analysis, projections, and other observations, i f  any, 
constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not 
statements of fact or recommendations to  purchase, sel l  or hold any securities Each user of the information contained herein must 
make its own study and evaluation of each security it may consider purchasing, holding or selling N O  WARRANTY, EXPRESS OR 
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE 
OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER 
WHATSOEVER 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most issuers of debt 
sccurities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MIS 
have, prior to  assignment of any rating, agreed to  pay to MIS for appraisal and rating services rendered by it fees ranging from $1.500 
to  approximately $2,500,000 MCO and MIS also maintain policies and procedures to  address the independence of MIS's ratings and 
rating processes. Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between 
entities who hold ratings from MIS and liave also publicly reported to  tlie SEC an ownership interest in  MCO of more than 5% is 
posted annually at www.moodvs.com under the heading "Shareholder Relations - Corporate Governance - Director and 
Shareholder Affiliation Policy " 

Any publication into Australia of this Document is by Moody's affiliate Moody's Investors Service Pty Limited ABN 61 003 399 657. 
which Iiolds Australian Financial Seivices License no 3369G9 This document is intended to  be provided only to wholesale clients 
(witliin the meaning of section 7616 of the Corporations Act 2001) By continuing t o  access this Document from within Australia, 
you represent to  Moody's and its affiliates that you are, or are accessing the Document as a representative of, a wholesale client and 
i l la t  neither you nor the entity Y O ~ J  represent will directly or indirectly disseminate this Document or its contents to  retail clients 
(within tlie meaning of section 7G1G of the Corporations Act 2001) 

CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MIS DEFINES CREDIT RISK AS THE 
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Credit Opinion: American EIecteic P o w e r  Company, Enc. 

Gfabai Credi'i Reseercl i  - 29 Jun 2011 

Columbus, Ohio, United States 

Ratings 

Category 
Outlook 
Sr Unsec Bank Credit Facility 
Senior Unsecured 
Jr Subordinate 
Cominercial Paper 
MP Capital Trust I 
Outlook 
Pref" Shelf 
PEP Capital Trust I1 
Outlook 
Pref. Shelf 
PEP Capital Trust 111 
Outlook 
Pref Shelf 
Pppalachian Power Company 
Outlook 
Issuer Rating 
Senior Unsecured 
Pref. Stock 

Contacts 

Analyst 
William HunteilNew York 
William L. HesslNevd York 

Key Indicators 

[ l ] h r i c a n  Efeciric Pover Cori-yany Inc. 

(CFO Pre-W/C + Interest) / Interest Expense 
(CFO Pre-WiC) I Debt 
(CFO Pre-W/C - Dividends) / Debt 
Debt / Book Capitalization 

Moody's Rating 
Stable 
Baa2 
Baa2 
Baa3 

P-2 

Stable 
(P)Baa3 

Stable 
(P)Baa3 

Stable 
(P)Baa3 

Stable 
Baa2 
Baa2 

Ba 1 

Phone 
212.553.1761 
2 12 553.3837 

LTM 3/3'1/2011 2010 2009 200s 
4.1:: 3.9:: 4ox 3.4:t 
18% 17% 18% 13% 
14% 13% "140/0 10% 
50% 50% 53% 58% 

[ l ]  All ratios calculated in accordance with the Global Regulated Electric Utilities Rating Msthodology using Moody's standard adjustments. 

Note For definiifo17s of Moody's most common ratio ferms please see the accompanying Use! k Guide 

Opinion 

Rating Drivers 

Holding company for primarily rate-regulated utilities operating in diversified regulatoiy environments that provide a strong foundation to 
investment grade credit rating 

Neatlterin liquidity profile appears adequate 

Recent improvement to financials appear to be stabilized with mid-to high teens range cash ~ O V J  nietrics 

Material exposure to coal-fired generation requires sonie I epositioning of generation fleet 

Ohio still a net credit positive with market restructuring in its second decade 
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Corporate Profile 

American Electric Power Company, liic. (AEP, Baa2 senior unsecured / stable outlook) is a large electric utility holding company with rate- 
regulated utilities operating in 11 states. AEP owns approximately 37,000 Mw of generating assets, primarily coal fired. AEP is headquartered in 
Columbus, Ohio. 

Recent Deve!opmnts 

On Nnrcli 3, 201 1, Moody's changed the rating outlookfoi CSPCo to negative from stable due to the pioposed merger with its affiliate, Ohio 
Power, as combined metrics are more consistent with Ohio Power's ratings category of Baal. In terms of timing of any ratings action, Moody's 
would expect to move CSPCo to a review for possible downgrade once the proposed transaction's procedural schedule is established and 
testimony is filed, and for any downgrade to occur once the necessary merger approvals are attained. We currently expect the merger to be 
completed by year-end 2011. On June 9, 20 11, AEP announced an initial plan to comply with proposed clean air regulations by (i) reducing coal- 
fired capacity by 7,000 MW, with 6,000 MW of retirements and 1,000 MW of refueling to natural gas, (ii) building 1,200 MW of new natural gas 
capacity and (iii) installing emissions reduction equipment on 10,000 MW of coal-fired plants (all numbers are approximate). The cost would be 
$6-8 billion over the remainder of the decade, and AEP is advocating a delayed implementation of regulation, citing the impact on jobs. Moody's 
expects the plan will be subject to continued negotiation with rate-makers and politicians, but in our opinion, the costs of environmental 
compliance will largely be recoverable in iates in regulated jurisdictions. 

AEP's Baa2 senior unsecured rating considers the diversity associated with owning and operating nine rate-regulated electric utilities across 11 
states. The rating also considers the consolidated financial profile of AEP, which does not maintain a material amount of parent holding 
company debt, a credit positive. Over the past two years, AEP's consolidated financial metrics support the Baa2 i-ating, with the ratio of cash 
flow from operations adjusted for changes in working capital (CFO pre-w/c) to debt averaging roughly 17% and debt to capitalization near 51%. 
The Baa2 rating also considers the increasing challenges associated with managing a large fleet of coal-fired generation assets (whose 
operating costs are expected to rise) and service territories experiencing sluggish recoveries from the 200812009 recession. 

DEATALED RATING CONSIDERATIONS 

- DlVERSrrY OF RATE REGULATED CASH FLOWS 

AEP's businesses and assets are well diversified, although they are concentrated within the electric utility sector. AEP's utility subsidiaries are 
located in 11 different states, and are therefore regulated by 11 different regulatory authorities (the largest ranked by rate base being Texas, 
West Virginia. Virginia, Indiana and Ohio). These jurisdictions translate into good diversity in revenues (by state and operating utility), cash 
flows, assets, debt outstanding, customers and generation capacity" From a credit perspective, Moody's views AEP's size and diversity as a 
meaningful credit strengths, providing a the parent company a degree of insulation froni any unexpected adverse event or other negative 
development occurring at one of its companies or with one of its state service territoiies. 

- GENERALLY SUPPORTWE REGULATORY JURISDICTIONS 

AEP is exposed to 11 different state regulatory commissions that Moody's generally views favorably due to reasonably transparent rulemaking 
procedures and good suite of recovery mechanisms. We observe that most of these commissions are appointed (Louisiana and Oklahoma are 
elected); that a majority of the states did not pursue a legislatively inandated form of deregulation (with the exception of Ohio, Texas, Virginia 
and Michigan - although the two latter states have more recently pursued re-regulation), that fuel /purchased Ipower costs trackeis are allowed 
in some fashion in all states (except for Ohio, which is subject to a rate cap with a deferral mechanism) and that inost have appioval authorities 
over securities issuances and M&Achange of control (except Ivlichigan). As a portfolio, these regulatory commissions are viewed as 
maintaining a relatively constructive relationship with tlie utilities they regulate and are considered a benefit to AEP's over-all business and risk 
profile. 

- MAINTAINING FINANCIAL PROFILE I<EY TO MAINTAINING RATINGS 

The vast majority of AEP's revenues, earnings, cash flows and assets are related to its numerous rate-regulated electric utility subsidiaries, 
which we view, in general, as having a relatively low over-all business and operating risk profile. We would be concerned if AEP finds it 
increasingly difficult to inaintain its consolidated CFO pre-w/c to debt credit nietrics at a level that remains comfortably within tlie mid-teens 
range. For years ended 2010 and 2009, AEP reported a ratio of CFO pre-w/c to debt of roughly 17%, up from the approximate 14% range 
produced in 2008 and 2007. 

Prospectively, we expect AEP to continue to exhibit stability in its financial profile, despite still lingei ing recessionary pressures being 
experienced in many of its service territories and rising costs associated with its generation fleet We incorporate a view that AEP will continue 
to produce a ratio of CFO pie-vdc to debt near 17% (15% excluding the impact of bonus depreciation) over the near to intermediate term 
horizon. 

- LARGE CAPITALEEXPENDITURE PROGRAM 

Over the next few years, AEP is expecting to invest approximately $10 billion into its infrastructure, including sizeable investments in 
transmission and environniental compliance. We view investments in i-egulated rate-base positively for the credit profile, and we incorporate a 
view that most regulators will provide [meaningful and timely recovery for prudently incurred investments. Nevertheless, we remain cautious as 
to the scale and scope of capital expenditure plans of this size, due to the negative free cash flow that will be incurred over the next few years 
and the potential regulatoiy overhang associated with the ultimate impact on end-use customer rates. In our opinion, utilities that are embarking 
on a capital investment progi-am of this size should also be redoubling their efforts to bolster their balance sheet and cash flow credit metrics, in 
an effort to create enough financial strength to weather potentially distressful environments related to uncertain economic conditions, volatility in 
commodity markets, regulatoiy changes or any other unanticipated developments. 

- COAL GENERATING ASSETS REPRESENT SIGNIFICAWLY LONGER-TERM VULNERABILITY 

We believe tlie likelihood lor incremental environmental legislation and increasingly stringent mandates as representing a inaterial risk affecting 
E P ' s  coal-fired generating assets and overall corporate strategy. However, Moody's incorporates a view that the timing of compliance 
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requirements with any inew laws or proposals will be incurred over inany years and that tlne costs associated with any new legislation regarding 
emissions will generally be recovered through rates (either through existing fuel clause pass-through mechanisms or other incremental rate 
riders). As a result, recent EPArules and proposals are not viewed as a material credit negative over the near-term horizon Nonetheless, 
eventual plant closures will require replacement capacity and/or additional transmission capacity for imported power. 

- OHIO REGUlATORY ENWRONMENTANET CREDK POSITIVE 

Ohio is both a unique state from a regulatoiy perspective and very important to AEP. The state pursued deregulation to a point and permitted 
some stranded cost recovery, but also allowed utilities to remain vertically integrated and pursued a form of quasi regulation via an ongoing 
requirement for Electric Security Plan (ESPs, which can vary considerablyfrorn utility to utility). Although AEP's (distribution-only) rate base in 
Ohio is its fifth largest at approximately $1 9 billion, the combined assets of its Ohio operating companies, at over $13 billion, are tlne largest 
within the AEP system. 

Despite the continuing uncertainty associated with a decade old restructuring initiative, we continue to view the Ohio regulatory environment as 
a relatively supportive and transparent jurisdiction. The PUCO provides a good suite of recovery mechanisms and flexible, company-specific 
restructuring frameworks for the utilities in the state, a credit positive. We consider Ohio Lo be a quasi-regulated environment, similar to Texas, 
but we note that tlne Ohio inodel is untested with respect to plant abandonments. We do not view the current round of market restructuring as a 
credit negative due to our view that tlne matter will be resolved, at a minimum, in a credit neutral basis. 

Our positive views of the Ohio regulatory environment are based in part on the existing regulatory framework. For example, AEP's current ESP 
(expiring 12/31/2011) provides near term clarity for cost and investment recovery and allows companies to maintain reasonably good cash 
flows and financial profiles, in our opinion. Ohio provides fuel pass-through mechanisms, which specifically permit the recoverability of potential 
future carbon costs, a credit positive. In addition, special riders allow for recovery of other costs and investments such as transmission costs, 
future carrying cost of environmental investments incurred from 2001 through 2008. gridsinart programs and provider-of-last-resort (POLR) 
expenses, althougli some of these costs are being re-evaluated by tlne PlICO due to an Ohio Supreme Couit remand. 

Liquidity 

AEP's liquidity is good. As of Nfrcln 3 I, 201 1, AEP had syndicated credit facilities totaling $2 954 billion, expiring in April 2012 and June 2013 
These facilities contain an adjusted debt to capitalization limit of 67.5%, and AEP reports that it remains in compliance, with an adjusted ratio of 
53% at March 3 1, 20 11 I There is a combined $1 "35 billion of letter of credit sub-limits under tlne facilities, a $500 million accordion feature for 
each facility (for a total accordion of $1.0 billion). There are no material adverse change or material litigation restrictions on drawings. Default 
provisions exclude payment defaults and insolvency/bankruptcy of subsidiaries that are not significant subsidiaries per tlne SEC definition (AEP 
Texas Central is also elfeclively excluded as a significant subsidiary due to a definitional adjustment) 

For year 2010, AEP generated approximately $3.2 billion in Melody's-adjusted cash from operations, made approximately $2.5 billion in capital 
investments and paid roughly $824 million in dividends, resulting in roughly $220 million of negative free cash flow 

Including securitization bonds, AEP has approximately $600 million of long-term debt due in 2011, $630 million due in 2012 and $1.9 billion due 
in 2013. Over the next two years, we estimate that AEP will spend approximately $2.9 billion annually in capital expenditures and approximately 
$850 million in dividends annually. At March 31, 201 1, AEP's credit facilities had approxiinately$813 million utilized in support of commercial 
paper outstanding and $125 million of LCs posted, leaving approximately $2.1 billion of capacity available. Combined with $625 million of cash, 
total liquidity amounted to roughly $2.7 billion. 

Strudural Considerations 

M e r  considering the ratings for a number of AEP's utility operating subsidiaries, several of which are also rated in the Baa2 ratings category, 
there could be some structural subordination pressure for AEP to defend its Baa2 senior unsecured rating, at least over the longer-term 
horizon. However, we see good diversify and a low-risk business profile among its numerous operating utility subsidiaries, which should 
continue to mitigate this potential issue. Adowngrade of Columbus Southern Power would not be considered as material enough to change our 
views regarding AEP's Baa2 rating at this time. Nevertheless, rating upgrades at certain other subsidiaries, including Appalachian Power and 
Indiana-Michigan Power (both rated Baa2 senior unsecured) would materially benefit tlne credit positioning of AEP 

Rating Outlook 

The stable rating outlook reflects the good CI edit profiles of AEP's d i m  se portfolio of electric utility operating subsidiaries. We believe AEP will 
continue to demonstrate a reasonably conservative approach towards its financial policies, leading to continued improvements in its cash flow 
generation in relation to debt. Astronger balance sheet is viewed as a material credit positive for AEP, as it Inelps mitigate numerous challenges 
over the longer-term horizon. These challenges include managing a diverse group of service territories which are all still experiencing some 
severe post economic recessionary pressures, along with a sizeable coal-fired generating fleet (including one plant in advanced sfages of 
construction) and a single nuclear generating plant 

Wnat Could Change the Rating - Up 

Ratings upgrades appear unlikely over the near term, primarily due to the rating positions of AEP's numerous subsidiary operating utilities. 
Wlnile tlne diversification of these numei ous subsidiaries benefits the over-all credit profile, we observe that a majority of the utilify subsidiaries 
appear to be well positioned within the Baa 1 and Baa2 rating categories. Nevertheless, if AEP were successful in producing a stronger set of 
l ey  financial credit inetrics. including a ratio of CFO pre-wlc to debt inear 20% on a sustainable basis, ratings could be upgraded. The recent 
pel-fornnance of achieving almost 18 % in 2009 and 17% in 2010 (15% aftel. adjusting for bonus depreciation) has been noted. 

V14iat Could Change the Rating "Down 

AEP's ratings could be downgraded based on the structural subordination risks associated with the ratings of its subsidiaries, particularly its 
laiger subsidiaries in Virginia and Ohio. In addition, the ratings could be downgraded if AEP were to pioduce financial metrics that appear too 
weak for its existing rating categoiy, including a ratio of CFO prewlc to debt in tlne low teens range. The ratings could also be downgraded if 
AEP were to experience material set-backs with its various reguletoiy piroceedings, or if a mo-e contentious regulatoiy / political relationship 
materialized or if its capital investment piogi am were financed aggressively with debt, which in tuin would likefy impact its consolidated cash 
flow generation financial metrics. 
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Fador 1: Regulatory Framework (25%) 
a) Regulatory Framework 
Factor 2: .&ilityTo Recover Costs And Earn Returns (25%) 
a) Ability To Recover Costs And Earn Returns 
Factor 3: Diversification (10%) 
a) Market Position (5%) 
b) Generation and Fuel Diversity (5%) 
Factor 4: Financial Strength, L iqu id i t yhd  C<ey Financial Metrics (40%) 
a) Liquidity ( IOo/,) 
b) CFO pre-WC + InteresV Interest (3 Year Avg) (7.5%) 
c) CFO pre-WC I Debt (3 Year Avg) (7 5%) 
d) CFO pre-WC - Dividends I Debt (3 Year Avg) (7.5%) 
e) DebVCapitalization (3 Year Avg) (7.5%) 
Rating: 
a) Indicated Rating from Grid 
b) Actual Rating Assigned 

Rating Factors 

Aaixrican Electric Power Company, lnc. 

Measure 

3 8x 
16 1% 
12.6% 
53.6% 

Current 
12/31 /2010 

Regulated Electric and Gas Utilities Industry [ 1][2] 

;con 
Baa 

Baa 

A 
B 

Baa 
Baa 
Baa 
Baa 
Baa 

Baa2 
Baa2 

- 

____ 

__ 

- 

_. 

month 
orward V iew 
As of June 

2011 
Measure 

3 0 - 4 0 ~  
14 - 18% 
10- 13% 
45 - 50% 

* THIS REPRESENTS MOODYS FORWARD VIEW; NOT THE VIEW OF THE 
ISSUER; AND UNLESS NOTED INTHE TEXT DOES NOT INCORPORATE 
SIGNIFICANT ACQUlSrrlONS OR DIVESTITURES 

[i] All ratios are calculated using Moody's Standard Adjustments. 121 As of 12/31/201O(L); Source: Moody's Financial Mstrics 

IVIOODYh 
IN V E 5 TO R5 SERVICE 

0 201 1 Moody's hvestors Sew'ce, Inc. andlor its licensors and affiliates (collectively, ''MOODYS). All righis reserved 

CREDIT RNUINGS ARE MOODY'S INVESTORS SERVICE, BNC.'S r M W )  CURRENT OPINEONS OF THE 

SECURITIES. MIS DEFINES CREDIT RISK.& THE RiSK THBT AN ENTITY MAY NOT MEET ITS 
CONTWTUAL., FlNRNClAL OBLIGNIONS AS THEY COME DUE PS\ID ANY ESTIMAIIED FINANQAL LOSS 
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT RnDRESS MY OTHER RISK, lNCLUDlNG BUT 
NOT LlMlTED TO: LlQlJlDlTY RISK, MARKET VALUE RISK, OR PRICE VOLAiiILITY. CREDIT RATINGS ARE 
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RNINGS DO NOT CONSTlTlJTE 
INKSTMENT OR FIN/WCIIIC/X)VICE, /rND CREDIT RATINGS ARE NOT RECOMMENDATlONS TO 
PURCHBSE, SELL, OR HOLD PARTICUU? SECURITIES. CREDlT M-lNGS DO NOT COMMENT ON THE 
SUITA3ILITY OFPN INVESTMENT FOR ANY PARTECUUX INVESTOR. MIS ISSUES ITS CREDIT WTiNGS 
WTC-I THE EXPECTATION PdD UNDERSTANDING THAT EACH BNVESTOR WfLL MAKE ITS OWN STUDY 
M I D  EVALUATI;OiN OF E K l l  SECURlTY T H N  IS lJNDER CONSIDERATION FOR PURCHASE, i-iOLDlNG, OR 
SALE. 

R E W I V E  FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORNATION MAY BE COPIED OR OTHERWISE REPRODUCED, 
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR 
MANNER OR BYANY MEANS WHATSOEVER, BYANY PERSON WITHOUT MOODYS PRIOR WRITTEN 
CONSENT All information contained lierein is obtained by MOODYS from sources believed by it to be accurate and 
reliable. Because of the possibilily of liuman or mechanical error as well as oilier factors, however, all information 
contained herein is provided "AS IS" without warranty of any Itind. MOODYS adopts all necessary measures so that 
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be 
reliable, including, when appropriate, independent third-party soul ces. However, MOODYS is not an auditor and 
cannot in every instance independently verify or validate ihformation received in the rating Iprocess. Under no 
circumstances shall MOODYS liave any liability to any peison or entity for (a) any loss or damage in whole or in pait 
caused by, resulting from, or relaling to, any error (negligent or otherwise) or other circumstance or contingency witllin 
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or outside the control of MOODYS or any of its directors, ofrlcers, employees or agents in connection with tlie 
procurement, collection, Compilation, analysis, interpretation, communication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever 
(including without limitation, lost profits), even if MOODYS is advised in advance of the possibilityof such damages, 
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, 
and other observations, if any, constituting part of the information contained herein are, and must be construed solely 
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. 
Each user of the information contained herein must make its own study and evaluation of each security it may 
consider purchasing, holding or selling NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY 
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FKNESS FOR ANY P A R T I C U M  PURPOSE OF ANY 
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODYS INANY FORMOR 
MANNER WHATSOEVER. 

MIS, a wholly-owned credit iating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stoclc rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating 
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies 
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain 
affiliations that may exist between directors of K O  and rated entities, and between entities who hold ratings from MIS 
and have also publicly reported to the SEC an ownership interest in MCO of inore than 5%, is posted annually at 
www.moodvs.com under the heading "Shareholder Relations - Corporate Governance - Dii ector and Shareholder 
Affiliation Policy." 

Any publication into Australia of this document is by MOODYS affiliate, Moody's Investors Service Pty Limited AE3N 61 
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided 
only to "wholesale clients'' within the meaning of section 76 1G of the Corporations Act 2001. By continuing to access 
this document from within Australia, you iepresent to MOODYS that you are, or are accessing the document as a 
representative of, a "wholesale clienf' and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations 
Act 2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1. 2010 by Moody's Japan K I<. ("MJKIC) 
are MJKl<'s current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like 
securities. In such a case, "MIS" in the foregoing statements shall be deemed to be replaced with "MJKIC. MKi< is a 
wholly-owned credit rating agency subsidiaiy of Moody's Group Japan G.K., which is wholly owned by Moody's 
Overseas Holdings Inc., a wholly-owned subsidiary of K O .  

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on tlie equity securities 
of the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to 
make any investment decision based on this credit rating. If in doubt you should contact your financial or other 
professional adviser. 
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Security Class RaLing 
issuer Default Rating (IDR) BBB- 
Senior Unsecured Debt BBB 
Commercial Paper/Short-Term IDR F2 

I<entucky Power Co. 
($ Mil.) 

LTM 
6/30/10 12/31/09 

Revenues 610 633 
Gross Margin 212 221 

Operations 65 54 
7perating EBITDA 104 120 

otal Debt 553 549 
iotal Capitalization 977 98 1 
Capex/Depreciation (%) 94.2 123.1 

Cash Flow from 

Karen Anderson 
+ I  312 368-3165 
1taren.andersonOfitchratings corn 

Sliaron Bonelli 
+ I  212 908-0581 
sharon. bonel(iOfitchratings.com 

0 

Rating Ra-Gox1d-e 
o Fitch affirmed the ratings of Kentucky Power Co. (KPC) on Sept. 9, 2010. The Rating 

Outlook for the company remains Stable. KPC’s ratings are supported by the 
company’s stable uti l i ty operations and relatively constructive regulatory 
environment and affiliation with parent American Electric Power Co. (AEP; Fitch 
issuer default rating of ‘BBB’, with a Stable Outlook). While the uti l i ty i s  able to  
participate in the AEP power pool and AEP money pool, given AEP’s highly 
centralized treasury and electric operations, any deterioration in the credit quality 
of the parent company could impair the ratings of KPC. Recent financial 
performance was negatively affected by lower retail and wholesale revenues, 
resulting in credit metrics that are currently below average for the ‘BBB-’ 
category. Fitch Ratings expects financial performance to  improve following KPC’s 
recent $64 million rate increase, resulling in projected ratios of EBITDA to interest 
of more than 4 . 0 ~  and FFO t o  interest to remain approximately 3 . 5 ~  over the next 
several years. 

The primary rating concerns facing KPC relate to i t s  exposure to  a struggling local 
economy, particularly the industrial sector, which comprises 28% of revenues as 
well as stricter environmental legislation. Fitch expects adequate recovery of 
additional environmental costs through the company’s environmental cost 
compliance (ECC) surcharge. Recovery delays or disallowances of environmental 
costs could place downward pressure on ratings. 

o 

Key Ra-thxgs Drivers 
o Stable uti l i ty operations. 

o Generally balanced regulatory environment in Kentucky. 

Related Researdn o Affiliation with parent, AEP. 

Applicable Cr i ter ia 
0 Corporate Rating Methodology o Exposure to  stricter environmental legislation. 

Aug. 16, 20iO 
o Parent and Subsidiary Rating Linkage Li,qaiaLy a~xd ~ Q q ~ g $ ~ p ~  

(Fitch‘s Approach to Rating Entities 
within the Corporate Group KPC’s liquidity position is  solid with more than $245 million of  available capacity under 
Structure), July 14, 2010 the AEP money pool. Total AEP available liquidity of approximately $2.9 billion as of June 
Utilities Notching and Recovery 30, 2010, including $838 million of cash on hand. AEP’s credit facilities are comprised of a 

$1.454 billion facility that matures in April 2012, a $1.5 billion facility that. matui-es in 
Ratings, Morch 16, 2010 

o U.S. Power and Gas Comparative 
Operating Risk (COR) Evaluation and .June 2013, and a $478 million facility that matures in April 201 1. The credit agreements 
Financial Guidelines, Aug. 22, 2007 contain a covenant that requires AEP to  maintain debt to total capitalization at or below 

Regulated Utility Componies, July 3 1 ,  
2007 KPC’s capital spending budget through 201 ‘1 i s  projec:ted t o  average approximately 
Other Research $60 million per year. However, in 2007, the U.S. District Court approved the AEP 

System’s consent decree with the EPA, the U.S. Department of Justice, the states, and 0 Ainerican Electric Power Co., 
Feb. 12, 20iO 

the special interest groups that KPC’s Big Sandy coal plant wi l l  be scrubbed by 2015. As 
such, KPC’s capital spending i s  expected to increase starting in 2013 .for this project. 
Funding wi l l  be met through a combination of internal cash and external debt. 

o Impact of recession on local economy, in particular the industrial customers. 

o Credit Rating Guidelines for 67.5%. KPC’s next scheduled maturity of $20 million i s  due in 201 5. 

~ ~ ~ - ~ , G . ~ e l l a ~ ~ ~ . ~ ~ ~ ~ ~ ~ ~  lg@ZI!”& cj?lm-&hei? 8, 263x0 
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Financial Summary - Kentucky Power CO, 
($ Mil., Fiscal Years-End Dec. 31) 

6/30/10 LTM 2009 2008 2007 2006 

Fundamental Ratios 
FFO/lnterest Expense (x) 3.4 4.2 2.7 3.8 3.8 
CFO/lnterest Expense (x) 2.7 2.6 2.7 4.1 4.6 
FFO/Debt (%) 16.6 19.9 11.3 18.0 17.4 
Operating EBIT/lnterest Expense (x) 1.4 2.0 1.8 2.5 2.7 
Operating EBITDA/lnterest Expense (x) 2.7 3.5 3.1 4.1 4.2 
Debt/Operating EBITDA (x) 5.3 4.6 4.9 3.8 3.8 
Common Dividend Payout (X) 145.5 79.2 56.0 37.5 42.9 

Capex/Depreciation (%) 94.2 123.1 270.8 144.7 169.6 

Profi tabi l i ty 
Adjusted Revenues 610 633 666 588 585 
Net Revenues 21 2 221 234 237 232 
Operating and Maintenance Expense 96 89 1 1 1  103 96 
Operating EBITDA 104 120 113 122 127 
Operating EBlT 52 68 65 75 81 
Gross Interest Expense 38 34 37 30 30 
Net Income for Common 11 24 25 32 35 
Operating and Maintenance Expense % of Net Revenues 45.3 40.3 47.4 43.5 41.4 
Operating EBlT % of Net Revenues 24.5 30.8 27.8 31.6 34.9 

Cash Flow 
Cash Flow from Operations 65 54 62 93 107 

- 9 24 
62 84 83 

Change i n  Working Capital (27) (55) 
Funds from Operations 92 109 
Dividends (16) (19) (14) (12) (15) 
Capital Expenditures (49) (64) (130) (68) (78) 
Free Cash Flow __ (29) 
Net Other investment Cash Flow 

(17) Net Change i n  Debt (2) (2) 
Net Equity Proceeds __ 30 

Capital Structure 
Short-Term Debt 4 - 131 19 31 
Long-Term Debt 549 549 419 448 447 
Total Debt 553 519 550 467 478 
Total Hybrid Equity and Minority Interest 

Total Capital 977 98 1 948 854 848 

Total Hybrid Equity and Minority Interest/Total Capital (X) - __ 

Internal Cash/Capex (%) 100.0 54.7 36.9 119.1 117.9 

13 14 
- __ 

(82) 
- __ - 

- 
81 (14) 
- __ 

__ - __ __ __ 
Common Equity 424 432 398 3 87 370 

Total Debt/Total Capital (%) 56.6 56.0 58.0 54.7 56.4 

Common Equity/Total Capital (X) 43.4 44.0 42.0 45.3 43.6 

Operating EBlT - Operating income before total reported state and federal income tax expense. Operating EBITDA - Operating income before total reported state and 
federal income tax expense plus depreciation and amortization expense. Note: Numbers may not add due to rounding. 
Source: Company reports, Fitch Ratings. 

__ __ - 
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1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is  prohibited 
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continuously evaluating and updating. Therefore, ratings are the collective work product of Fitch and no individual, or group 
of individuals, is solely responsible for a rating. The rating does not address the risk of loss due to risks other than credit risk, 
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stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating is neither a prospectus 
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Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to b y ,  sell, or lhold any 
security. Ratings do not comment on the adequacy of market price, the suitability of any security for a particular investor, 
or the tax-exempt nature or taxability of payments made in respect to any security. Fitch receives fees from issuers, 
insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from lJS$I ,000 to 
lJS$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued 
by a particular issuer, or insured or guaranteee by a particular insurer or guarantor, for a single annual fee. Such fees are 
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dissemination of a rating by Fitch shall not constitute a consent by Fitch to use i ts name as an expeit in connection with any 
registration statement filed under the United Stat.= securities lam, the Financial Services and Markets Act of 2000 of Great 
M a i n ,  or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and 
distribution, Fitch research may be available to electronic subscribers up to three days earlier than to print subscribers. 
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U.S. and Canada 

Security Class Rating 
IDR BBB- 
Senior Unsecured Debt BBB 
Short-Term IDR F2 

IDR - issuer default rating 

Kentucky Power Company 
($Mil.) 

12/3 I/ 10 1213 1/09 
Revenues 684 633 

Funds from 
Operations 89 109 

e otal Debt 549 549 
Total Capitalization 995 981 
Capex/Depreciation 
(% 101 9 123.1 

Gross Margin 268 22 1 

)perating EBITDA 141 120 

Karen Anderson 
+1 312 368-3165 
karen anderson@fitcllratings.com 

Sharon Bonelli 
+1 212 908-0581 
shai on.boiielli@fitciiratings.conl 

Related Research 

Applicable Criteria 
o Corporate Rating Akthodology, 

o Parent and Subsidioy Rating Linkage, 

o Util it ies Sector Notching and 
Recovery Ratings, March 16, 2010 

o Credit Rating Guidelines for Regulated 
Utility Companies, July31, 2007 

o US. Power and Gas Comparative 
Operating Risk (COR) Evaluation and 

Au3. 16, 2010 

July 14, 2010 

i%JallCial Guidehes, A u ~ .  22, 2ff07 

Ratk3g F@~oEade 
Rating Affirmation: Fitch affirmed the ratings of Kentuc:ky Power Co. (KPC) on 
Feb. 28, 201 1. The Rating Outlook for the company remains Stable. 

o Consistent bu t  Pressured Credit Metrics: KPC’s credit metrics are currently 
consistent with Fitch’s ‘BBB-’ issuer default rating (IDR) guidelines. However, they 
wil l  be pressured by debt-funded capital spending. The company posted ratios of 
EBITDA t o  interest and funds from operations interest coverage at 3 . 8 ~  and 3.4x, 
respectively, for the year ended Dec. 31, 2010. Fitch expects future earnings to  
benefit from the $64 million rate increase received in June 2010, resulting in 
projected EBITDA to  interest coverage of approximately 4 . 0 ~ .  

Environmental Compliance: KPC plans to  add a scrubber to  the Big Sandy unit 2 
coal plant by 2015 per parent American Electric Power Co., Inc.’s (AEP, IDR ‘BBB’/ 
Stable) agreement with the Environmental Protection Agency (EPA). Currently, the 
estimated cost of the project i s  approximately $650 million, the financing of which 
wi l l  be met through a combination of internal cash and external debt. Fitch’s 
ratings assume adequate recovery of this and additional environmental compliance 
costs through the environmental cost compliance (ECC) surcharge. The ECC. i s  not 
an automatic passthrough. However, it allows the company to  request annual 
recovery of environmental costs outside of a fu l l  rate case. Recovely delays or 
disallowances of environmental costs could place downward pressure on ratings. 

o Higher Capital Expenditures: Fitch projects KPC’s capital-spending plan to  
approximate $90 million for 20’11, a level higher than previous years. The higher 
than typical capital expenditures wil l  result in higher debt levels. Consequently, 
Fitch anticipates the ut i l i ty to post funds from operations (FFO) t o  interest 
coverage and debt to  EBITDA of less than 3 . 0 ~  and approximately 4.0):, 
respectively, over the next several years. 

Credit Concerns: Fitch i s  also concerned about KPC’s exposure to  a s t i l l  struggling 
local economy, wherein the unemployment rate remains above the national 
average. Additionally, the industrial sector composes 36% of the utility’s revenues. 
There i s  also potential the company may use capital expenditures to comply with 
stricter environmental regulations or change the generation mix t o  reduce 
emissions, particularly since KPC’s generation i s  exclusively coal-fired. 

AEP East Power Pool: The recent decision to  terminate the AEP East power pool 
within the next three years i s  a source of uncertainty for KPC, particularly since the 
company i s  currently short capacity and dependent on the power pool. A t  this time, 
Fitch believes it i s  unliltely the new arrangements to  replace the current pool wi l l  
have a material credit impact. Fitch wi l l  continue to  monitor developments. 

o 

o 

Q 

.- 0 1Q-y - _  R.,&jhngs ]LpJ:Tvem 
o Stable ut i l i ty operations. 

o 

o Affiliation with parent AEP. 

Generally balanced regulatory environment in Kentucky. 
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o 

o Exposure to  emissions regulation. 

Exposure to  struggling local economy. 

High capital spending wil l  increase leverage. 

Reeer2t Develospnhelnts 
Proposed AEP East Power POOS -rerrnination 
On Jan. 4, 201 1, KPC affiliate, Appalachian Power Co. (APCo, IDR ‘BBB-’/Stable) made 
a filing with the Virginia State Commerce Commission (VSCC) that detailed AEP East 
pool members’ (Indiana Michigan Power Co., KPC, Columbus Southern Power Co., and 
Ohio Power Co.) intent to  terminate the interconnection agreement. The pool members 
now have a three-year time frame in which to work out a settlement. The decision to 
evaluate the pool was initially raised by regulatory concerns, particularly from Virginia, 
that the current pool arrangement resulted in a lack of transparency. 

Base R&ce case 
In June 2010, the Kentucky Public Service Commission (KPUC) authorized a 
$63.66 inillion base rate increase for KPC. The increase was premised upon a 10.5% ROE 
and the recovery of $23 million of deferred storm restoration expenses over five years. 
KPC initiaily filed for a $124 million base rate increase, based on an 1 I .75% ROE. 

LiOl~&@ a-kd Debt StKWch1rt.e 
KPC has access to  short-term liquidity through credit facilities at AEP. As of Dec. 31, 
201 1, AEP had approximately $2.5 billion of net available liquidity, including 
$294 million of cash on hand. AEP has credit facilities totaling $3.4 billion, of which two 

t<PC Debt Structure 
($ MiL, as of Dec. 31, 20i0) 

Amount 56 of Total 
Short-Tei m Debt 0 0.0 
Long-Term Debt 
Total Debt 
Preferred Stock 
Common Equity 
Total Capitalization 

Source: Company reports 

549 55.2 
549 55.2 

0 0.0 
446 44.8 
995 100.0 

$1.5 billion credit facilities support 
the company’s commercial paper 
program. The revolving credit 
agreements contain a covenant that 
requires AEP to maintain a debt-to- 
total  capitalization ratio at or below 
67.5%. The facility matures in April 
2012 and June 2013. In March 2011, 
AEP extinguished i t s  $478 million 
credit facility supporting i t s  variable- 
rate demand notes. 

AEP’s commercial paper program i s  
used to meet to  the short-term 

borrowings of i t s  subsidiaries. The uti l i ty subsidiaries participate in a cash pool 
managed by AEP, whereby entities with excess short-term liquidity lend to  affiliates 
with cash needs. E terna l  financing needs of this pool are sourced directly by the 
parent. As of April 1, 201 1, KPC had no outstanding loans from the uti l i ty money pool. 
The company has a short-term borrowing limi-t of $250 million. KPC’s next scheduled 
debt maturity i s  in 20’1 5 when $20 million comes due. Fitch expects the company to  pay 
down the 201 5 maturity with internal cash. 

2 Kentucky Power Co. April 27, 201 1 
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Financial Summary - Kentucky 
($ Mil., Fiscal Years Ended Dec. 31) 

Fundamental Ratios e:) 
FFO/lnterest Expense 
CFO/lnteresl: Expense 
FFOlDebt (%) 
Operating EBIT/lnterest Expense 
Operating EBlTDAllnterest Expense 
Operating EBITDAR/ (Interest Expense + Rent) 
Debt/Operating EBITDA 
Common Dividend Payout (%) 
Internal Cash/Capital Expenditures (X) 
Capital Expenditures/Depreciation (%) 

Profi tabi l i ty 
Adjusted Revenues 
Net Revenues 
Operating and Maintenance Expense 
Operating EBITDA 
Depreciation and Amortization Expense 
Operating EBIT 
Gross Interest Expense 
Net Income for Common 
Operating and Maintenance Expense % of Net Revenues 
Operating EBIT X of Net Revenues 

Cash F low 
Cash Flow from Operations 
Change in  Working Capital 
Funds from Operations 
Dividends 
Capital Expenditures 
Free Cash Flow 
Net Other Investment Cash Flow 
Net Change i n  Debt 
Net Equity Proceeds 

Capital Structure 
Short-Term Debt 
Long-Term Debt 
Total Debt 
Total Hybrid Equity and Minority Interest 
Common Equity 
Total Capital 
Total DebtlTotal Capital (%) 

2010 2009 2008 2007 2006 

3.4 
4.9 

16.2 
2.4 
3.8 
3.8 
3.9 

60.0 
225.9 
101.9 

684 
268 
116 
141 
53 
88 
37 
35 

43.3 
32.8 

143 
54 
89 

(21) 
(54) 

68 
(67) 

(2) 
- 

- 
549 
549 

446 
995 
55.2 

- 

Total Hybrid Equity and Minority Inteiest/Total Capital (X) - 
Common Equily/Total Capital (%) 44.8 

4.2 
2.6 

19.9 
2.0 
3.5 
3.5 
4.6 

79.2 
54.7 

123.1 

633 
221 
89 

120 
52 
68 
34 
24 

40.3 
30.8 

54 
(55) 
109 
(19) 
(64) 
(29) 

(2) 
- 

30 

__ 
549 
549 

432 
981 
56.0 

44.0 

__ 

- 

2.7 
2.7 

11.3 
1.8 
3.1 
3.1 
4.9 

56.0 
36.9 

270.8 

666 
234 
1 1 1  
113 
48 
65 
37 
25 

47.4 
27.8 

62 

62 
__ 

(14) 

(82) 

81 

(1 30) 

__ 

- 

131 
419 
550 

398 
948 
58.0 

42.0 

__ 

- 

3.8 
4" 1 

18.0 
2.5 
4" 1 
4" 1 
3.8 

37.5 
119.1 
144.7 

588 
237 
103 
122 
47 
75 
30 
32 

43.5 
31.6 

93 
9 

84 
(12) 
(68) 

(14) 

13 
__ 

__ 

19 
448 
467 

3 87 
854 
54.7 

45.3 

- 

- 

Operating EBlT - Operating income before total reported state and federal income tax expense. Operating EBITDA - Operating income before total reported state and 
federal income tax expense plus depreciation and amortization expense. Note: Numbers inay not add due to rounding. 
Source: Company reports and Fitch Ratings. 

3.8 
4.6 

17.4 
2.7 
4.2 
4.2 
3.8 

42.9 
117.9 
169.6 

585 
232 

96 
127 
46 
81 
30 
35 

41.4 
34.9 

1 07 
24 
83 

(15) 
(78) 

(17) 

14 
- 

__ 

31 
447 
478 

370 
848 
56.4 

43.6 

- 

__ 
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US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitcli wll rate all or a number of issues issued 
by a particular issuer, or insured or guaranteed by a paiticular insurer or guarantor, for a single annual fee. Such fees are 
expected to vary from US$l0,000 to US$1,500,000 (or the applicable currency equivalent). The assignnient, publication, or 
dissemination of a rating by Fitch shall not constitute a consent by Fitch to use i ts name as an expert in connc4ion with any 
rqistration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of Great 
Britain, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and 
distribution, Fitch research [nay be available to electronic subscribers up to three days earlier than to  print subscribers. 

4. Kentucky Power Co. Apri l  27, 201 I 

http://WWV!.FITCHRATINGS.COM
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Ashland, Kentucky, Clnited States 

Ratings 

Gategory M00diy”s Rating 
Outlook Stable 
issuer Rating Baa2 
Senior Unsecured Baa2 
Parent: Bmericapn Electric PQWW Conripany, Inc. 
Outlook Negative 
Sr Unsec Bank Credit Facility Baa2 
Senior Unsecured Baa2 
Jr Subordinate Baa3 
Commercial Paper P-2 

Contacts 

bmiyst 
James HempsteadlNew York 
William L. Hess/New York 

Key Indicators 

[IIKenteacky PQWW Company 

(CFO Pre-W/C + Interest) / Interest Expense 
(CFO PI e-W/C) / Debt 
(CFO Pre-W/C - Dividends) / Debt 
Debt / Book Capitalization 

Phone 
212.553.4318 
2 12.553.3837 

LITM33Q09 2008 2007 2006 
2 . 6 ~  2 . 5 ~  3 . 6 ~  3 . 8 ~  

12.4-% 9.6% ’i5.8% 35.6% 
9.1% 7.5% ’13.6% 12.9% 

46.f% 50.3% 46.0% 477.0% 

[ l ]  All ratios calculated in accordance with tile Regulated Electric and Gas [Jtilities Rating Methodology using Moody’s 
standard adjustments 

Note: For definitions of Moody’s most COI~IJ~OII ratio terms please see the accoinpanyhg User’s Guide 

Rating Drivers 

Constructive I egulatoiy environment viewed positively 

Key financial metrics are weak 

Sizeable capital expenditures could pressure rating 
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100% coal generation modestly constrains rating and requires prudent management of increasingly stringent 
environmental mandates 

Acute economic recessionary pressures only somewhat mitigated with business plan 

Corporate Profile 

Kentucky Power Company (KYPCo, Baa2 senior unsecured) is a vertically integrated electric utility company and is a 
wholly owned subsidiary of American Electric Power Company (AEP, Baa2 senior unsecured). KYPCo's 
approximately $1 billion rate base is under the jurisdiction of the Kentucky Public Service Commission (KY PSC). 
I<YPCo owns approximately 1 GW of 100% coal fired generating capacity. 

On Dec. 29, 2009, KYPCo filed with the KYPSC for a $123.6 million (24.3%) electric rate increase premised upon an 
11.75% ROE on a year-end rate base valued at $1.012 billion for a test year ended Sept. 30, 2009. Afinal PSC 
decision is expected in October 201 0. 

In August 2009, KYPCo filed with KYPSC seeking authorization to defer approximately $1 0 niillion of incremental 
storm restoration expenses for review and recovery in the next base rate proceeding. The requested deferral of the 
$10 million is in additional to the annual $2 million of storm-related operation and maintenance expense included in 
current base rates. 

SUMMMV RfmNG PrnlONkE 

KYPCo's Baa2 issuer rating primarily reflects the reasonably constructive relationship with the KPSC, and the 
potential rating constraints as a result of its current capital spending plan, single fuel source and the economic stress 
within the region it operates. 

DETfiJL.ED WT1NG CONSlDEWT1ONS 

CONSTRUCTIVE REGULATORY ENVlRONMENT ACREDIT POSITIVE 

Moody's views the regulatory environment in Kentucky as reasonably supportive to long-term credit stability, a material 
credit positive. KYPCo is primarily regulated by the Kentucky Public Seivice Commission (KYPSC) which we 
consider a constructive jurisdiction. KYPCo has a rate base of approximately $1 billion and an authorized return on 
equity of 10.5%, which was established in March 2006. KYPCo currently has a monthlyfuel clause tracker (a credit 
positive), and environmental surcharge rider, among other recoveiy mechanisms (Le", demand side management and 
system sales riders). Prospectively, we expect the on-going rate case will likely to be resolved in a way that is positive 
to its credit quality. 

MAINTAINING STABLE FINANCIAL CREDK METRICS KEY TO RATING 

KYPCo's key financial credit metrics are weak for its Baa2 senior unsecured rating category. For the last 5 year, 3 
year and twelve month period ended September 2009, KYPCo's ratio of cash from operations pre working capital 
adjustments (CFO pre-w/c) to debt averaged about 14.2%, 13.7% and 12.4%, respectively. The ratio of CFO pre-w/c 
interest covet-age averaged 3.4x, 3.3:: and 2.6x, respectively for the same periods. We obseive that several winter 
storms occurred in 2009 increasing operation and maintenance expenses. 

CAPITAL EXPENDITURE PROGRAM COULD PRESSlJRE RATINGS OVER THE LONG TERM 

KYPCo's cumulative long-term capital investment program is large given its size. Although the company has 
temporarily delayed some of the investment programs in 2009 and likely in 2010, we expect the program to resume to 
its full force in the next few years. KYPCo received approximately $30 million in equity contributions from its parent 
AEP in April 2009. However, we expect increasing up-stream dividends in the inext few years and free cash flow will 
return to negative over the intermediate and long term horizon. While we generally view investments in rate base 
positively, we would be concerned if KYPCo's spending plans I-esult in a persistent negative flee cash flow position 
that will be primarily funded with internal or external debt. Should this situation materialize, KYPCo's financial profile 
could become stressed given its BaaZrating categoiy. 

ACUTE ECONOMIC RECESSIONARY PRESSURES REPRESENT A RISK GIVEN LARGE INDUSTRIAL LOADS 

The State of I<entuclv is considered to be in a deep protracted recession, in pait due to its heavy exposure to the 
automotive manufacturing industry. Approximately 50% of KYPCo's volume sales in 2008 were industrial. Anong the 
top 10 industrial customers, KYPCo's second largest customer has a primaiy presence in automotive industiy. The 
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other 9 are mostly involved in coal refining and mining which is less cyclical, but also facing pressures. 

100% COAL GENERATING ASSETS WLENERABLE TO SlGNlOFlCANT ENVIRONMENTAL LEGISLATION 

We observe the potential for significant environmental legislation, especially related to carbon dioxide emissions, as a 
material risk affecting KYPCo's 100% coal-fired generating assets. Moody's incorporates a view that the timing of 
compliance requirements within any potential new legislation may be many years in the future and that the costs 
associated with any new legislation regarding emissions will generally be recovered through rates (either through 
existing fuel clause pass-through mechanisms or other incremental rate riders). 

Liquidity 

KYPCo participates in the AEP Utility bhney Pool, which provides access to the parent company's liquidity up to $250 
million. As of September 30, 2009, there were no borrowings under the inoney pool by KYPCo. 

As of September 30, 2009, AEP had three separate credit facilities totaling $3.6 billion; two of which are $1.5 billion 
five year credit facilities - expiring in March 201 1 and April 2012. These facilities contain a debt to capitalization limit of 
67.5%. AEP asserts that it remains in compliance. There is a $750 million letter of credit capacity (prior to final Bank 
of America litigation judgment, $600 million after) on each facility ($1.5 billion in total, $1.2 billion after Bank of America 
resolution), a $500 million accordion feature for each facility (for a total accordion of $1 "0 billion) and a one-yeai- 
extension option. 

There are no inaterial adverse change restrictions on drawings, no litigation representation provision at the time of 
borrowing and a definition adjustment to exclude one of AEP's subsidiaries, AEP Texas Central, as a "significant 
subsidiaty" to prevent cross-acceleration in the event of a default. AEP also has a $627 million credit facility, expiring 
April 201 1, that can be utilized for letter of credit or draws and has covenant restrictions similar to the primary 5-year 
facilities. 

AEP has approximately $1.7 billion of long term debt that will mature in 2010. We estimate that AEP will spend 
approximately $2.5 billion in capital expenditures and approximately $800 million in dividends over the next twelve 
months. As of September 30, 2009, AEP's credit facilities had approximately $347 million utilized in support of 
commercial paper outstanding and roughly $470million of LC's posted, leaving approximately $2.8 billion of capacity 
available. Combined with $877 million of cash, total liquidity amounted to $3.6 billion. 

Over the twelve months ended September 2009, KYPCo generated approximately $36 million of cash from 
operations, invested approximately $90 million in capital expenditures, made a $20 million upstream dividend payment 
and received $30 equity contribution from its parent, AEP, i-esulting in approximately $44 million of negative free cash 
flow. KYPCo has no significant debt maturities until September 2017. 

Rating Outlook 

The stable rating outlook for KYPCo is primarily based on our expectation that the company will continue to maintain a 
reasonably constructive relationship with the KYPSC, be prudent in meeting its infrastructure spending plans, attain 
reasonably good recovery on a timely basis and improve its ley financial credit inetrics that justify the rating. 

Wnat Couisd Change the Rating .= Up 

Rating upgrades appear unlikely over the near to intermediate term horizon, primarily due to our expectation that 
KYCo's financial profile will not be in a position to exhibit the improvements necessary to justify a Baal-rating 
category. This is partly due to our understanding of KYCo's longer term capital investment and financing plans. 
However, KYCo could be considered for a ratings upgrade if it were to achieve key financial credit metrics, including a 
ratio of CFO pre w/c plus interest divided by interest of approximately 5x and CFO pre w/c to debt of approximately 
20% on a sustainable basis. 

Wnat CouM Change the Rating - Down 

Ratings could be dowingraded if the regulatoiy environment took a more adversarial tone, its capital expenditure 
program requires substantial amount of debt financing or if the key financial credit metrics exhibit a prolonged 
deterioration. These metrics would include a ratio of CFO pre w/c plus interest divided by interest of below 3.0:: or 
CFO pre w/c to debt closer to the low-teens. 
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Regulated EIedric and Gas Utilities 
Factor 1: Regulatory Framwork (25%) 
Factor 2: Ability to Recover Costs and Earn Returns 
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CREDIT MTUNGS W E  MIIS'S CURRENT QPlNIONS OF THE REWTIE FUTURE CREDIT REM OF 

AS THE RlSK THAT AN ENTlTY PVlM NOT MEET ITS CONTWTUN,  FINANCiA OBL.IIGATIIQNS AS THEY 
COME DUE AND F4V ESTIMATED FINMCIPL LOSS PN THE EVENT OF DEFNLT. CREDIT RATINGS DO 
NOT ADDRESS ANY OTHER RISK, 1NCE.UDlNG BUT NOT LIMITED TO: LIQUIDITY RBSK, MARKET VKUE 
RISK, OR PRICE WBLA3XJW. CREDIT RATINGS ARE NOT STKiWAENTS OF CURRENT OR NIISHQREGbL 
FACT. CREDK RATINGS PQ NOT CONSTiTUTE IINESTMENT OR F ~ N ~ C ~ ~ - ~ ~ C E ,  bND CREDIT 
PATlNGS I"aE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PPRTICUM SECURBTIES. 
CREDIT RATINGS DO NOT COMMENT ON THE S U ~ T ~ ~ L ~ ~ Y O F  AN lNESTNIENT FQRMY PBRTVICUim 
INVESTOR. Mi§ ISSUES iTS CREDIT RATINGS WlTH THE EXPECTATION NQ UNDERSTPWNNG TE-IN 
EACH INVESTOR WLL MAKE ITS O W  STUDVDVVD EVXUATION OF EACH SECURITYTMAT IS UNDER 
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0 Copyright 2010, Moody's Investors Service, Inc. andlor its licensors including Moody's Assurance Company, Inc 
(together, "MOODYS"). All rights reserved 

ALL. INFORWATIOI\I COI\lTA!idED I-IEREIN IS PROTECTED BY COPYRIGI-IT LAW AldD IUONE OF SUCI-I 
lidFOEMA110i\! IbiAY BE COPIED OR OTI-IERWISE REPRODUCED, REPACKAGED, FURTHER TRAI\!Sl\4lTTED, 
TRAI\ISFERRED, DISSEMll\lATED, REDISTRIBIJTED OR RESOL.D, OR STORED FOR SUBSEOUENT LJSE FOR 
ANYSUCI-I PURPOSE, IN WHOLE OR lhl PART, li\l ANY FORbl OR MAI\!IdER OR GYAi\JY [\IiEAI\!S Wl-IATSOEVER, 
BYAI\IY PERSOi\l WITliOUT ivi0ODV'S PRIOR WRlTTElq COi\lSEl\l'I- All informalion coniained lierein is obtaiinecl by 
iviOODYS from sources lselieved by it io be accurate and I eliable. Because of the possibility of Iiuiiian or mechanical 
error as well as other facto1 s ,  however, sctcli information is provided "as is" vt/iihoui warranty of any ltind and 
MOODY'S, in pal-iicular, iiiakes no represenia'lion or wan-aniy, express or implied, as to tile accuracy, timeliness, 
completeness, inei~cli~iiiabiliiy 01. fii'iness for any pat-"tcular jsurpose of any such iiiforriiation Under no circumstances 
shall MOODY'S have any lialsiliiy to any person 01 entity for (a) any loss or damage in whole or iii ipari caused by, 
resulting from, or relaiing to. any error (negligent or oilieiwise) or oilier circumsiance 01- coniingency wiiliin or outside 
ilie conirol of iviOODY"' or any of its dil-ec;iol-s: officers, employees oi ageills in connection witti iiie procuremc:n-i, 
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any dir-ecl, inciii-ect; special, coiisecji.iential, conipensaioiy or incidental damages wliaisoever (incliicling \uKliout 
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limitation, lost profits): even if iviOODY'S is advised in advance of the Iposs y of such damages, I esulting from tlie 
use of 0 1  inabilily to use, any such information. The ciedil- ratings and iinaiicial reporting analysis observations, if any. 
constituting part of the inforination coiitaiiied herein are, and niust 17s cnnstr-ued solely as, staternelits of opinion and 
not sialeinents of fact or recommendalions to purchase, sell or hold any securities. NO WARRANTY, EXPRESS OR 
IMPLIED, AS PO 'THE FCCURACV, TlbiELINESS, CORliPLETEI\IESS, MlERCI-IN\ITAEIL.ITY OR Fri"I\IESS FOR ANY 
PARTICULAR PIJRPOSE OF ANY SUCI-I RATING OR O'PI-iER OPINION OR INFORlWTlQI\I IS GIVEN OR IWDE BY 
MOODY3 IN ANY FORM OR WVIJER VVHAISOEVER. Each rating or other opiriioii most be weiylied sole$/ as one 
factor in any illvestment decision made by or on behalf of any user of the information cariiained herein, arid each such 
user must accordingly make its own study and evaluation of each security and of each issuer and guarantor of, and 
each providei- of credit support for, each secui ity that it imay coiisider purchasing, liolding or selling. 

Iv130D'fS hereby discloses that most issuers of clebi securities (including corporaie and municipal lionds, 
debentures, iiotes and coinniercial paper) and preferred stock rated by MOODYS hsve, prior to assignment of any 
rating, agreed to [pay to MOODYS for appraisal aiicl I-ating services l-eiidei ed by ii fees raiiging froiii $: 1,500 io 
approximately $2,400,000. Mc)ody's Corporation (MCO) and its wholly-owiied credit rating agency subsidiary, Moody's 
Investors Service (MIS), also maintain Ipolicies and procedures to address the independence of i\/ilS's ratings aiid 
rating processes. Information regarding cei?ain affiliations tliai tmay exist Ibetween directors of MCO and rated et itilies 
arid Isetween entities who hold ratings fi-om MIS aiid have also publicly reported io tlie SEC an ownership interest in 
MCO of more than 5%, is posted annually on Mioody's website at www.moodvs.com undei ilie heading "Shareholdel- 
Relatioiis - Coi-poraie Goveniaiice - Direcior and Shal-eliolclei- Affiliation Policy." 

http://www.moodvs.com


AG's First Set of Data Requests 
Dated January 13,2012 
Item No 26 
Attachment 1 
Page 57 of 91 

INVESTORS SERVl CE 

Credit Opinion: Kentucky Power Company 

Global Cred i t  Research 

Ashland, Kentucky, United States 

3.0 Jan 2011 

Ratings 

Category Moodqs Rating 
Outlook Stable 
Issuer Rating Baa2 
Senior Unsecured Baa2 
Parent: Anerican Electric Power C o q a n y ,  Inc. 
Outlook Stable 
Sr Unsec Bank Credit Facility Baa2 
Senior Unsecuied Baa2 
.Jr Subordinate Baa3 
Commercial Paper P-2 

Contacts 

Analyst 
James HenipsteadlNew York 
William L. HesslNew York 

Key lnd iwtors  

[ I]Kentuc!y Power C o w a n y  

(CFO Pre-W/C + Interest) / Interest Expense 
(CFO Pre-W/C) I Debt 
(CFO Pre-W/C - Dividends) I Debt 
Debt / Book Capitalization 

Phone 

2 12 553.3837 
212.553 4318 

LTM33Q10 2009 2008 2007 
3 . 0 ~  3 . 9 ~  2 . 4 ~  3.6~ 

j2.T0h 17.6% 8.8% 15.8% 
9.4Oh 14.50/0 6.7% 13.6% 
45.9% 46.3% 50.3% 46.0% 

[ l ]  All ratios calculated in accordance with the Regulated Electric and Gas Utilities Rating Vethodology using Moody's standard adjustments 

Nofe, For definitions of Moody's most common ratio terms please see fhe accompanying User's Guide. 

Opinion 

Rating Drivers 

Constructive regulatory environment viewed positively 

Key financial inetrics are weak but expected to stabilize 

100% coal generation constrains rating and requires prudent inanagement of increasingly stringent environmental mandates 

Recessionary pressures relieved by recoveiy in coal industry 

Corporate Profile 

Kentucky Power Company (I<YPCo, Baa2 senior unsecured) is a vertically integrated electric utility company and is a vgholly owned subsidiary 
of American Electric Power Company (AEP, Baa2 senior unsecured). I<YPCo's approximately $1 billion rate base is under the jurisdiction of the 
Kentucky Public Service Coinmission (I<Y PSC). I W C o  owns approximately 1.1 GW of 100% coal tired generating capacity. 

Recent Deve lopmnts  

In June 2010, I<YPSC issued an order approving IcIpCo's $64 million late case settlement agreement which also include $23 million of 
deferred storm restoration expenses over five years. The residential per-kilowatt-hour ciiarge will increase fiom 7.19 cents to 8.59 cents. This 
order concluded a base rate case filed in December, 2009 when I<MlCo requested a $123 6 million (24 3%) electric rate increase premised 
upon an 11.75% ROE on a year-end rate base valued at $1.012 billion foi a test year ended Sept. 30, 2009. New rates became effective July 
2010 
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SIJRIIWIMY RPTlNG RAilONALE 

KYPCo's Baa2 issuer rating primarily reflects the reasonably constructive relationship with tlhe I<PSC, and tlhe potential rating constraints as a 
result of its coal-dependent generation profile and relatively weak financial nietrics. The ratings also considers the signs of recoveiy for 
KYPCo's primaiy industrial customer group amid the economic stress within the region it operates. 

DEiNLED RATING CQNSIDERWTIONS 

CONSTRUCTIVE REGULATORY ENVlRONMENT ACREDIT POSKIVE 

Moody's views tlhe regulatory environment in Kentucky as reasonably supportive to long-term credit stability, a material credit positive. KYPCo is 
primarily regulated by the Kentucky Public Service Commission (KYPSC) which we consider a constructive jurisdiction. KYPCo has a rate 
base of approximately $1 billion and an authorized return on equity of 10.5%, which was established in June 2010. KYPCo currently has a 
monthly fuel clause tracker, and environmental surcharge rider, among other recovery nheclhanisms (Le", demand side management and 
system sales riders). 

MAINTAINING STABLE FINANCIAL CREDIT METRICS KEY TO RATING 

KYPCo's key financial credit metrics are somewhat weak for its Baa2 senior unsecured rating category. For the last 5 year, 3 year and twelve 
month period ended September 2010, I<YPCo's ratio of cash from operations pre working capital adjustments (CFO pre-w/c) to debt averaged 
about 14.4%, 14.1% and 12.7%, respectively. The ratio of CFO pre-w/c interest coverage averaged 3.4x, 3 . 3 ~  and 3.0x, respectively for the 
same periods. In the near to intermediate term, we expect the financial inetrics to stabilize or slightly improve as a result of the return of the 
industrial load (discussed below) and reduced capital spending. 

CAPITAL EXPENDITURE PROGRAM COULD PRESSURE RATINGS OVER THE LONG TERM 

I W C o ' s  cumulative long-term capital investment program is large given its size. Although the company has temporarily delayed some of the 
investment programs in 2009, 2010 and likely 2011, we expect tlie program to resume to its full force in the next few years. KYPCo received 
approximately $30 million in equity contributions from its parent AEP in April 2009. However, we expect increasing up-stream dividends in the 
next few yeai-s and free cash flow to retuiii to negative over the intermediate and long term horizon. While we generally view investments in rate 
base positively, we would be concerned if KYPCo's spending plans result in a persistent negative free cash flow position that will be primarily 
funded with internal or external debt. Should this situation materialize, KYPCo's financial profile could become stressed given its Baa2-rating 
category 

INDllSTRVVLOAD EXPECTED TO BENEFIT FROM COAL INDUSTRY RECOVERY 

Among KYPCo's top ten industrial customers, 6 are involved in coal mining and production. According to Moody's coal industry outlook ieport, 
strong coal demand in Asia draw on U S. supplies and [maintain reasonable profit margin for US. coal producers, offsetting subdued U.S. 
demand. We expect the recovery in the coal industry to stablize in the next several years thereby likely improving KYPCo's financial results. 

100% COAL GENERATING ASSETS VULENERABLE TO SIGNIFICANT ENVIRONMENTAL MANDATES 

We observe the potential for significant environmental regulations or legislation, especially related to carbon dioxide emissions, as a material 
risk affecting KYPCo's 100% coal-fired genelating assets. The timing of compliance requirements could be expedited by the EPA's rule malting 
process. Nevertheless, in the near to intermediate term, we expect the costs associated with any new rule-making regaiding emissions to 
generally be recovered through rates (either through existing fuel clause pass-through mechanisms or other incremental rate riders). 

Liquidity 

KYPCo participates in tlhe AEP Utility Money Pool, which provides access to tlhe parent company's liquidity 

AEP lhas two separate credit facilities that total approximately $3.0 billion. One is a $1.5 billion facility expiring June 2013 (entered in June 2010) 
replacing the original $1.5 billion expiring in March 2011, The other is an amended $1.454 billion facility expiring in April 2012. These facilities 
contain a debt to capitalization limit of 67.5%. AEP assei-ts that it remains in compliance. There is a $600 million and $750 million letter of credit 
capacity on the 20 13 facility and tlie 2012 facility, respectively, and a $500 million accordion feature and a one-year extension option on each 
facility. There are no material adverse change restrictions on drawings, no litigation representation provision at the time of borrowing and a 
definition adjustment to exclude one of AEP's subsidiaries, AEP Texas Central, as a "significant subsidiary" to prevent cross-acceleration in the 
event of a default. On June 28,2010, AEP reduced its separate three year $627 million LC facility to $478 million due in April 201 1 which has 
similar terms as the two primaiy facilities mentioned above. In total, AEP has committed credit facilities of $3.432billion. 

As of September 30, 2010, tlhe credit facilities had $713 million utilized in supporting issued commercial paper and roughly $602 million of Lc's 
posted, leaving approximately $2.2 billion of capacity available. Combined with $1 billion of cash on hand, total Iiquldity amounted to $3.2billion 

AEP has approximately $616 million and $565 million of long term debt that will inature in 201 1 and 20 12 respectively. E P  has announced that 
it will spend approximately $2.6 billion in capital expenditures in 2011 and $2.9 billion in 2012. We estimate that approximately $800 to $900 
million in dividends per year will be distributed in the next two years. 

KYPCo lhas access to up  to $250 million in tlie AEP Ulility Money Pool As of September 30, 2010, there were no borrowings under tlhe money 

Over the twelve months ended September 2010, KYPCo generated approximately $130 million of cash from operations, invested approximately 
$53 million in capital expenditures, made $21 inillion upstream dividend payment, resulting in approximately $56 million of positive free cash 
flow, I W C o  has no debt maturities until September 2017 when $325 million senior notes are due. We expect KYPCo to remain cash flow 
positive in 2011 as the capital expenditure continues to be modest. 

Rating Outlook 

The stable rating outlook for l W C o  is [primarily based on our expectation that tlhe company will continue to maintain a reasonably constructive 

[pool by I<YPCo 
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relationship with the KYPSC, be prudent in meeting its infrastructure spending plans, aitain reasonably good recoveiy on a timely basis and 
improve its key financial credit metrics that justify the rating. 

vviiat Could Change the Rating - Up 

Rating upgrades appear unlikely over the near to intermediate term horizon, primarily due to our expectation that KYCo's financial profile will not 
be in a position to exhibit the inipiovements necessary to justify a Baa 1-rating categoiy. This is partly due to our understanding of KYCo's longer 
teim capital investment and financing plans. However, KYCo could be considered for a ratings upgrade if it were to achieve key financial credit 
metrics, including a ratio of CFO pre wlc plus interest divided by interest of approximately 5x and CFO pre WIG to debt of approximately 20% on 
a sustainable basis. 

Wnat Could Change the Rating - Down 

Ratings could be downgraded if the regulatory environment took a more adversarial tone, its capital expenditure program requires substantial 
amount of debt financing or if the Ikeyfinancial credit metrics exhibit a prolonged deterioration. These metrics would include a ratio of CFO pre 
wlc plus interest divided by interest of below 3 . 0 ~  or CFO pre WIG to debt closer to the low-teens over an extended period. 

Rating Factors 

Kentucky Powsr Coiripany 

Regulated Electric and Gas Utilities 
Factor 1: Regulatory Framwork  (25%) 
Factor 2: Ability to Recover Costs and Earn Returns 

Factor 3: Diversification (10%) 
a) Market Position (5%) 
b) Generation and Fuel Diversity (5%) 
Factor 4: Financial Strangth, Liquidity & Financial 

Metrics (40%) 
3) Liquidity (10%) 
J) CFO pre-WC f Interest I Interest (7.5%) (3yrAvg) 
2 )  CFO pre-WC I Debt (7.5%) (3yrAvg) 
3) CFO pre-WC - Dividends /Debt (7.5%) (3yrAvg) 
5) Debt / Capitalization or Debt I RAV (7.5%) (3yr 

(25%) 

Rating: 
a) Grid Implied Senior Unsecured Rating 
b) Actual Senior Unsecured Rating 

0 20 11 Woody's Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODYS). All rights reserved. 
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INVESTMENT OR FINPb\lClN ADVICE, AND CREDIT RATINGS A4E NOT RECOMMENDATIONS TO 
PURCHASE, SELL, OR HOLD PbRTICUu?6p SECURITIES. CREDlT RNINGS DO NOT COMMENT ON THE 
SU1TABILITY OF INESTMENT FOR ANY PbRT!CUUF? INVESTOR. MIS ISSUES ITS CREDIT RATINGS 
VWTf-1 THE EXPECTATION M D  UNDERSTANDING THAT EACH INVESTOR WLL MAKE ITS OW1 STUDY 
AND EVPLUPXION OF EPCH SECURITYTHPT IS IJNDER CONSIDEWION FOR PURCHDSE, HOLDING, OR 

R E M I V E  FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 

Srw. 

ALL INFORMATION CONTAlNED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, 
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDlSTRiBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR 
MANNER OR BYANY MEANS WHATSOEVER, BYANY PERSON WITHOUT MOODYS PRIOR WRITTEN 
CONSENT. All information contained lierein is obtained by MOODYS from sources believed by it to be accurate and 
ieliable. Because of the possibility of human or mechanical error as well as other factois, however, all information 
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contained herein is provided "AS Is" without warranty of any kind. MOODY'S adopts all necessary measures so that 
the information it uses in assigning a credit rating is of sufficient qualityand from sources Moody's considers to be 
ieliable, including, when appropriate, independent third-party sources. However, MOODYS is not an auditor and 
cannot in every instance independently verify or validate information received in the rating process. Under no 
circumstances shail MOODY'S have any liabilify to any person or entity for (a) any loss or damage in whole or in part 
caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within 
or outside the control of MOODYS or any of its directors, officers, ennployees or agents in connection with tlne 
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever 
(including without limitation, lost profits), even if MOODYS is advised in advance of tlne possibility of such damages, 
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, 
and other observations, if any, constituting pait of the information contained herein are, and must be construed solely 
as, statements of opinion and not statements of fact or recommendations to purchase, sell 01' hold any securities. 
Each user of the information contained herein must make its own study and evaluation of each security it may 
consider purchasing, holding oi'selling. NO W M R W ,  EXPRESS OR IMPLIED, AS TO THE ACCURACY, 
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FKNESS FOR ANY PARTICULAR PURPOSE OF ANY 
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S INANYFORMOR 
MANNER WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most 
issue= of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating 
sewices rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies 
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain 
affiliations that may exist between directors of NtO and rated entities, and between entities who hold ratings rrom MIS 
and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at 
www.moodvs.com under the heading "Shareholder Relations -Corporate Governance - Director and Shareholdel 
Affiliation Policy." 

Any publication into Australia of this document is by MOODYS affiliate, Moody's Investors Service Pty Limited ABN G1 
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be piovided 
only to '~ l io lesale clients" within the meaning of section 7G1G of the Corporations Act 2001 I By continuing to access 
this document from within Australia, you represent to MOODYS that you are, or are accessing the document as a 
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within tlne meaning of section 761G of the Corporations 
Act 200'1. 

Notwithstanding the foregoing, credit ratings assigned on and affer October 1, 2010 by Voody's Japan K.K. ("MJKK) 
are MJKlCs cuiient opinions of the relative future credit risk of entities, ciedit commitments, or debt or debt-like 
securities. In such a case, "MIS in the foregoing statements shall be deemed to be replaced with "MJKIC. MJKK is a 
wholly-owned credit rating agency subsidiary of Woody's Group Japan G.I<.. which is wholly owned by Moody's 
Overseas Holdings Inc., a wholly-owned subsidiary of K O .  

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities 
of the issuer or any form of security that is available to ietail investors. It would be dangerous for retail investors to 
make any investment decision based on this credit rating. If in doubt you should contact your financial or other 
professional adviser. 

http://www.moodvs.com
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jRatiod!e 
The ratiiigs on Aiiiericaii Electric Power Co. Inc, (AEP) reflect its consolidated credit profile chat includes regulated 
and non-regulated operations. Tlie company's busiiiess risk profile is considered excellent and its financial risk 
profile is considered aggressive. Columbus, Ohio-based AEP has $1 8.7 billion of outstanding debt includiog junior 
:1:i.i I:! t-1 (ti in n teil 1-1 ores; n 11 cl m i i  ~j ic ized cf e b I 

Tlie excellent business profile primarily reflects AEP's status as a large public utility holding coiiipany that (xws 
regulated electric utility subsidiaries operating in 11 states in the Midi~es t  and Southwest. The company opemtes as 

low-risk transinissioii and distribution wires-only businesses in regions of Texas; fully integrated regulated utilities 
in places such as Iudiaiia aiicl West Virginia; ancl, higher-risk hybrid utilities in Ohio. Although a portion OF 
generation assets reside outside rate base, iiiost of the coiisoliclated geiierating capacity is uncler stabilizing 
q p l a t o r y  oversight. The coiiipaiiy's gemrating and transmission facilities are iiitei-coiiiiected, a t id  their operations 
are coorclinated as an  integrated electric utility system. 

Electric utility operations are slightly above average, characterized by competitive rates, good reliakility, a strong 
collection of IO\V-COS~,  coal-fired gciieration in the eastern part of the sysmii, aiid mostly supportive I egulatory 
relatioiisliips. Service territories vai:y wiclely, ranging from iiiaiidactiiring and rural areas with lower gxo~vth 
ecoiioiiiies, to higher-growth, service-otientecl economies like Col~iiiib~is, Ohio, that are iiiore s~able .  Tlie diversity i i i  

maikets and in regulation somewhat elevates credit quality, bu t  managing the comj~les  variety of regulatory 
envixoniiients can be challenging and requires constant vigilance. This is evident in  Arlransas where tlic company is 
building tlic Turk coal unit and  continues to have multiple legal challeiiges arouiitl the coi1sti:uction of the unit. Over 
the longer: term, with roiighly 2.5,000 M\SI of coal-fired generation, material compliance costs related to multiple 
forthcomiiig aiicl peiiclirig eiiiissioiis riilcs could presswe creclir- quality. Althotigh the iiiajority of the geiieration 
portfolio is coal based, there are 9,000 MW of iiatural gas aiid 2,200 MW of nuclear generation too. 

The company's unregulated operations consist mostly of a large portfolio of doiiiestic unregulated electric geiieratiiig 
plaiir:~, mainly in Ohio, that priiuarily serve AEP's uetail utility ctistoiiiers aiid continue to tcmain quasi-regulatecl. 
AEP's long track record of solid operating per!krmance is cspecred to continue a n d  improve Liiirler the unregulated 
busiiiess operntions. Stricter eiivironiiien~~il l aws  a n d  regulation s ill place financial s t i e s  and erocle the fleet's 
competitiveness, but a re  not expected to coiiipletely eliiiiiiiate the advaiitages of AEP's coal-fii:ed plants. AEP Iias 
iiiclicatetl t h a t  it  may ultimately retire a significant amount of coal-fired assets aiicl 1,72,.S hLW of coal-fired units in 
the eastciii system were placed in a n  exteiicleci startup mode. i\lthougii AEP's Ohio-based generation accounts for 
only fi mockst portion of the coiiipaiiy's credit piofile, aiiy strategic move that quickly leads to a grcalei- 1 eliance on 
wholesale mar lx i -  prices to generate cash and earnings from that  fleet would iiiciwsc 1)usiness risk t h a t  could 
ultiiiiately weaken credit quality without stronger Iiiiaiicial iiieasuLcs. 

7 

' I  ' 
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Sllirtii ioiy: Al/.?ei'icn/i Electric I'otuei. CO. Iiic. 

environiiieiital-coiiipli~iiice progIanis for stricter airquality standards and for new geiieratioii a d  transmission. The 
clevated spending Icvels could result in negative free cash (:low for scoera! years, and will lilrely require vigilant cost 
recovery to maintain operating cash flow, For 12 months ended Sept. 30, 2010, funds from operations (FFO) to 
total debt. was about 15%, total debt to total capital w a s  arouiid 61%, aiid debt to EBITDA T V ~ S  5s. The ratios are 
in line for the rfiting. FFO interest coverage was .3.5x, net: cash flow (FPO post dividends) to capital espendituim 
exceeded 1x aiid the divicleiicl payout ratio w a s  62%. Adjustments reflect capital ancl operating leases, and 
pension-related items, inter~nediate equity treatment of the junior subordinated notes, aiid securitiz.ed debt. Givcn 
AEP's business risks, sustaiiiable hanc ia l  espectations arc f o r  debt leveragc to be under 60% and FFO to debt to 
approach 2.0% i n  order to comfortably maintain tlie cLirreiit ratings. 

Short-zerm cseclit factors 
AEP's short-term rating is 'A-2.'. Liquidity is 'adequate' under Standard &< Poor's liquidity iiietlioclology, which 
categoiizes liquidity in five standard descriptors, and this snppoi ts AEP's 'BBB' issuer credit rating. Projected sources 
of liquidity, mainly operating cash flow and available bank lines, exceed projected Lises largely lor necessary capital 
expenditures, debr: mattuities, and coliinion dividends, by more than  1 . 2 ~ .  Furtliei.more, AEP has tlie ability to 
absorb high-impact, losv-probability events with limitecl need for refinancing; flexibility to lower capital spending; 
sound bank relatioiisliips; solid standing in credit iiiarkets, aiid geiierally prudent risk nianagcment. As of Sept. 30, 
2010, the coinpaiiy had cash of $1~4 billion a i d  62% availability under its $3.4 billion of credit facilities alter 
escluding outstandiiig commercial paper and letters of credil. %ese facilities consist of a $1.1.5 billion expiring 
Api,il 2012, $1.5 billion expiring June  201 3, and  $475 millioii espiring Apiil 201 1. The compruiy cwmit ly  
maintains liquidity that more tl1;in adcqu:itely addresses potential collatecal calls under a stressed scenario conipiised 
of a negative credit evelit aiicl a n  adverse inoveiiieiit in coiiiiiiodiqr prices. Long-term debt maturities are manageable 
in 2011 ($616 million) aiid 2012 ($565 nii l l ioi i )  but, in 2.01.3, there may be refinancing risk with $1.64 billion 
m a tiir ing . 

outnook 
The stable outloolc 401: AEP and its subsidiaries assiinies timely recovery of rate base iiivestiiieiits lor environmental 
ci,nipliance, sys~eiii reliability, and coiitinuecl srrategic emphasis on r-egular.ed operations. Adaiiitaining die 
company's balance sheet and  other key ctedit measiu:es will be necessary for coiitinuecl ratings stability. Our base 
forecast includes adjusted FFO to total clebt of a t  least IS%, debt to BBlTDA under Ss, and debt leverage to total 
capital of iic) iiiorc than 60%,, all coiisisten~ with o u r  espectatious for the 'EBB' rating. We could revise the outloolc 
to iiegative and subsequently lower ratings if financial i i i easum do  not remain a ~ -  our expectod levels on n sustained 
basis because consrructioii projecis m e  iiot conipfetecl 011 tiiiic aiicl buclgct, a series of' liarmf~11 regulatory decisioiis 
impecle the company's recovery of capital expenditures and other costs, or the coiiipaiiy fmicls itself in a less 
creclinvoithy iiiaiiiier. %'e coulcl revise the outlook to positive and ratings could subsequenily be raised widi gieatei 
ccrtainty iegnicliiig Imsiness risks and fin;incid ~i ic :~s~ires  exceed oiic base line forecast, iiicluding FFO to  total debt 
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Copyright 0 2010 by Slaiidaril& Poor's Financial Services LLC ( S a p ) ,  a subsidiary of The McGraw-Hill Companies, Inc P.il lights resented 

No content (iiicludiiig raiiiigs, credit-related siialyses aiid data, iiiodel, soflware or other application or oulpiil iherefroni) or any part thereof (Content) may be modified, 
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without l l ie prior wrilten permission of S&P 'The Coiiieiit 
sliall not be used for any unlavdul or unauthorized purposes S&P, its affiliates, and any third-party providm, as well as their directors, officers, sliareliolders, employees or 
agenls (collcclivcly S&P Parties) do not guarantee the accuracy, completeness, timeliness or availabiliiy of  il ie Content S&P Parties are not iespoiisiblc for any errors or 
oinissions, regardless of the cause, for the restilts obtaiiied froiii the use of tlie Conteiit, or for l l ie secuiity or iiiainlenance of any data inpui by llie user The Content is  
provided oii an "as is" basis S&P PARJIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED \A/ARRAi\JTIES, INCLUDING, BUT NOT LIMITED TO, ANY WAllRANTIES OF 
IVlEllCHANTABILIPI OR FITNESS FOR A PARTICUMR I'URI'OSE OR USE. FREEDOM I'ROlvl BUGS. SOFlWARE EHIiORS f lR  DEFECTS, TI-IAT THE CONTENT'S FUNClIONIi~G 
WILI. RE UNINTERRUPTED fll3 TI-IAT THE CONTENT WILL OPERATE WIT14 ANY S O W A R E  OR IiAROVIIARE CONFIGURATION In no eveni sliall S&P Pariics be liable to any 
jiarty for any direct, indirect, incitlental. exeiiiplary, coiiipensatov{, puiiilive, special or consequeniial damages, costs, expenses, legal fees, 01 losses (iiicluding, witliout 
limitation. lost income or lost profits and oppoilunity costs] in connection witli any use of [lie Coiitciit eveii if aiivisctl of tlic possiliility of such damages 

Credit-related analyses, includirig ratings, and slaienienls in the Content are slalernenis of opinion as of l l ie d a b  they are expressed and nut slaicinsnis of hi or 
reconiiiicii[latioiis to pt~rcliase, liolrl, or sell aiiy securities or to inalte aiiy iiivesiinciit tlccisioiis. S&P assumes no obligation to update the Content following publication in any 
foini or format The Content should not be relied on and is not a subslitute for the skill, judgiiieiit aiid experience of i l ie user. its illaliagcrnent, eniployees. advisors and/or 
clients wlien makiiig investment and oilier business decisions. S&P's opinions and analyses (lo i iot atldrei;s tile suiiability of any security. S&P does not  act as a fitluciary or 
an invoslmcrit advisor. Wliilo S&P has obtained information from sources il believes i o  be reliable, S&P does not pciforrn a i i  audit and uiidertalm 110 duty of due diligence oi 

indepentlent verification of aiiy iiifar mation i t  receives 

S&P keeps certain activities of its business units separate froni each oilier in order to pieseive [lie iiirlepeiirleiice 81x1 ohjectivily of their respective activities As a restilt, 
ccrtaiii Iiusiiioss uriiis o f  S&P i i iay have iriforinalioii Lliat is not availalilc to other S&P business iiniis S&P /has establislied policies aiid 1iioceiiures to maintain ilie 
confidcniialily of ccriairi iioii-pulilic iiiforinalioii rccciiicd in i:onncction wiili each analyiical ~piocess. 

S W  may receive compensaiion lor iis ratings and certain credit-relaled analyses, iiormally firom issuers oi uiitler\witeis of securities 01 from obligcvs S&lJ rcseiws [lie riglit 
to disseminate its opinions and analyses. S&P's public ia!ings and anal\fsrsas are made availalile on its Web sites, o/ww staridar~laiitl~ioors corn (free of charge), aiid 
wm!  iatiiigstlirect coin aii t l  l w w  yIohalcrctiii~~orlaI coin (subscrililion). iiiid [nay be rlisiributed through oilier miaiis, including via SP;P Ipulilicaiioiis arid ihird-pariy 
redisiriliutois Additional informaiion about our ratings fees is available a i  ~"IW siaiidariiaiidlJoors coin/usralinysii:es 



AG's First Set of Data Requests 

Primary Credit Nnakysi: 
Garrit Jepsen, CFA, New Yorl: [ I )  212-438-2529, garrit_jepsen@stanrlardandpoors coin 

Major Rating Factors 

R ntioiialc 

Outlook 

Related Criteria Aiicl Research 



AG's First Set of Data Requests 
Dated January 13, 2012 
Item No 26 
Attachment 1 
Page 67 of 91 

hdajo1* R&1g Fip6tOj!=S 

Strengths. 
0 Steady utility operating cash flow; 
0 Part of a large, diverse regulated electric utility operation; and 
0 Parent's low-cost generation asset portfolio. 

BBB/Stable/-- 

Vealmesses: 
0 Parent's inai4cetiiig operations, though small, detract honi credit profile; 
o Parent expostire to pending environiiiental regulations could pressui:e financial measures; and 
0 Aggressive consolidated dcbt leverage. 

Ratioruale 
The ratiiigs on I<entucky Poivcr Co. Lire based on tlie coiisolidatecl cxdi t  profile o f  its pareiic Aniericaii Electi,ic 
I'ower Co. Inc. (AEP), which includes regulated and unregulatcd operiitions. TCentiicky Power's husiiiess risk profile 
is considered as 'escelleiit aiicl its finnncial risk profile as 'aggressive'. Kentucky Power is a vertically-integrated 
fully-regulated clectric utility that serves eastern IGxtucIcy. It participates in the AEP Power Pool, sharing the 
reventics and costs of pool sales to utilities and power marketers, and also sells clirectly at wholesale to 
municipalities. Oper'ations are integluted with the AEP East system. Columbus, Ohio-based AEP has $1 5.7 billion ol: 
outstanding debt o f  wvhich #entucky Power compriscs $5 50 million. 

AEP has an 'excellent' business risk pLofile that  priiiiatily reflects its status 3s a largc ptiblic utility holcliiig compaiiy 
that owns regulated electik utility subsicliaries opeiating in 11 states in the Midwest aiad Southwest. The company 
operates as low-risk transmission and distribution mires-only businesses in regions of Tcsas; fully iiitegrarcd 
regulated titilities in p1ai;cs such as Indiana aucl West Virginia; and, h igh- r i sk  hybrid utilities in Ohio. Although a 

poi tion of generation assets reside outsicte rate base, most of the coiasolitlatecl geiieming c:ipacity is under stabiliziiig 
tegulatory oversight. The conipany's generating and traiisinissioii facilities are intei.connected, am1 their. operatioris 
are coordinatcd as an integrntecl electric utility system. 

Electi.ic tilility operations are slightly above average, characterized by competitivc rates, good reliability, a strong 
collection of low-cost, coal-fired generation ill the eastern p t  of tlic system, and iiiostly siipporeive regulatoiy 
relationships. Service t e i  i.itories vary widely, raiigiiig from iiian~ifacturing aiid rural areas with lower growth 
ecoiioiiiies, to  higher-gtowth, service-oriented economies like C ~ ~ L I I ~ ~ ~ I L I S ,  Ohio, that are iiiore stal3lc. The diversity i n  
iiiarkets and in regulation soiiiewliat elevates a d i e  q~mlitj; but managing die complex vaticty of  regtilatruy 
ciivii~oiinients can be challcrigiiig and requires constant vigilance. 'Ihis is evident in  Arkansas where the company is 
builcliiig the ?iirli coal univ a n c l  continues to have multiplc legal challenges uouiicl the coiistruction of die unit. Over 
thc longer r e m ,  with i.oLiglily 25,000 MIYr (if co:~l-firecl generation, inaterial c:oiiipliaiicc costs related to iiiultil~k 
forthcoming 311cI pending emissions rules could pressure credit clmility. A l t l ~ ~ ~ g h  the majority of the genei:ation 
poitfolio is coal based, there are 9,000 i V I W  of iiattirxl gas r ~ i i c l  2,2.1)0 MW of iiuclear genei-ation too. 

The company's unregulatecl o~~erat ions consist mostly of: a large portfolio of domestic iinr-egulnted elcctric geueroting 
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plants, mainly i n  Ohio, that primarily serve AEP's retail utility custonlers and continue to remain quasi-regulated. 
AEP's loiig track record of solid opeuating perforinance is expected to coiitinue aiid iniprove under the uiuegulated 
business operations. Stricter eiivironiiieiital laws a n d  regulation will place financial stress and erode the fleet's 
coiiipetiti\reness, but- are not espectecl to completely eliminate die advantages of AEP's coal-fired plants. AEP 1 ~ i s  
indicated that it may ultiiiiatcly retire a sigiiificaiit amount of coal-fired assets and 1,925 MY7 of coal-fired units in 
the eastern system were placed in a n  extended s t a i  tup mode. Although AEP's Ohio-based generation accotints for 
only a modest portion of the company's creclit profile, a n y  strategic iiiove that  quickly leads to a greater reliance on 
wholesale market prices to geiierate cash  a n d  earnings from that fleet would increase business risk that coulcl 
ultiiiiately wealteii credit quality without stronger financial measures. 

Kentucky Po\ver's financial risk profile rei-lects AEP's consolidated financial risk pi-ofile, .ivhicli is considered as 
'aggressive'. This iiicludes a large capital spencliiig progra~ii and fiiiaiicial ineasures inline for the i,ating. The 
company's considerable capital expenditures are iieedcrl to fiind its enviloiimenral-compliance p rogram for stricter 
air-quality standards and for new genei atioii and transmission. The elevated speiidiiig levels coulcl result in negative 
free cash flow fox several years, aiid will lilcely require vigilant cost recovery t o  maintain operating cash flow. For 1 2  
months ended Sept. 30, 2010, funds fioin operations (FFO) to total debt was about %S%, total debt- to total capital 
was around 61%, a n d  debt to EBITDA was SX. 'The ratios are in line for tlie rating. FFO iiitercst cowlage was 3.Ss, 
net cash Ilow (FFO post clivicleiids) t o  capital espenditures exceeded Ix anel the dividend payout ratio \ius 62%. 
Adjustments reflect capital aiict opetating leases, ancl pension-related items, inteimecliate equity treatment of the 
junior subordinated notes, aiid securitized clebt. Given AEP's business iislcs, sustainable financial eqectations are 
for clebt leverage to be tinder 60% and FFO to c l e b ~  to approach 20% iii order to comfortably maintain the c~ii-rznt 
ratings. 

Slior~-cemi credit Eaciors 
The conipaiiy's liquidity is dependent 011 and inanaged by its parent AEP. We coiisidcr AEP's liquidity as 'adequate' 
under Standard IY Pooi.'s liquidity methodology, which categorizes liquidity in  five staiiclard descriptors, ;iiicl this 
supports AEP's 'BBB' issuer creclit rating. Projected somc.es of liq~iidit-y, mainly operating cash Flow a n d  available 
bank lines, esceecl projected uses largely for necessary capital expenclitLires, debt maturities, aiicl coiiiiiioii clividencls, 
by more than  1.2s. FLirtlieriiiore, AEP has the ability to absorb high-impnct, l o ~ ~ - ~ ~ r ~ ~ b a I i i l i t y  events with liiiiitecl 
need €or refinancing; flexibility to lower capital spending; sound hank  i~elacionships; solid standing in credit markets, 
a i d  generally pruclcnt- risk inanageinent. As C J ~  Sept. 30, 20 LO, tlie coiiipi1y hac1 cash of $1.4 billion and  62%" 
availability Liiicler its $3.4 billioii of credit facilities alter csclticling outstnniliug comiiiei-cia1 p a p  and letters of 
r.reclit. T h e  facilities consist of a $1.4.5 billion expiriug i\piil 201 2, $1.5 billion expiring J~iiie 2013, aiicl  $4.78 
million expiring April  2.01 1. The company currently maintaiiis liquidity t h a ~  more tliaii nclequately addresses 
potential collatcral calls tiiitler a sti,esscd scciiario coiiiprisecl of :I negative creclit event and ail acl\?erse movement in 
coiiinioclity prices. Long-term debt niat~ii ities are inanageable in 2011 ($616 million) and 2012 ($.76.5 million) but, 
iii 2013, there inay be iefinaiicing risk w i h  $1.64 billion maturing. 

0 lj[i&3 Q k 
-rile stable outlook foi AEP aiid its subsidiaries assLiiiies timely iecovwy of tatc base iiivcstiiieiics tor euvironiiieiital 
compliance, system reliability, and conlinueci stiategic eriipliasis on regtilatec-l opeiacioiis. h4aintainiiig the 

company's balance sheet a n d  other key ci:eclic ineastires will be neccssaiy hi continuccl iatings stability. Oiir base 
forecast includes adjusted IK l  to total debt of ;it least IS?,, tlcht to EBITDA uiidel- 5r, a n c l  clebt levelage to  total 
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capital of 110 inore than 6074, all coiisisteiit n7itl1 our expectations for thc 'EBB' rating. We could iwise tile outlook 
to negative and subsequently lower Iatiiigs if finaiicial iiieasiires do not remain a t  our expectcd levels on a sustained 
basis bccausc construction projects are not completed on tiinc aiid buclget, n series of harmful i:egulatory decisions 
impede tile company's recoveiy of capital espenditiii.es aiid other costs, or the coiiipaiiy furids itself in a less 
cr~eclit-woi thy manner. We coulci revisc the outlook to positise and ratings could subsequently be raised with greatcr 
certaiiitj/ regarding business risks and financial ineaswes exceed our base line foi.ec:ist., includii~g FFO to total debt 
in excess of 2.OY0, dc-11~ to EBITDA helonr 3x, a i d  debt to total capital uiickr 5.5%. 

Industry Secior: Energy 

Wmerkcan Electiic Power Uuke Energy 
CO. lnc. Corp. Southern G O .  Progress Eiicrgy Inc. Xcel Energy Inc. 

Ratinq as o f  Dee 8,ZOiO BBB/Stable/A-2 A-/Stable/A9 /\/Slable/A- 1 BBBt/Nega I ive/A9 A-/S t able/A-2 

--Average of past three iiscal yeais-- 

(Mil. $1 ___.- 

RevEiiues 13,566 2 12,886 0 14,996 9 9,401 7 10,293 3 

Net iiicoine irorii cant OIICI 1,291 3 1,288 0 1,562 4 767.3 635 7 

I'unds f iom operations (FFO) 3,051 8 4,105.3 3,552 5 2,014 5 1,893 7 

Capital sxpenditures 3,609 5 4,024.6 3,902 7 2,402 3 1,932.2 

Cash and short-lemi 711 3 1,231 3 421 0 387 0 136 0 
investinants 
Debl 19,403 3 1 6,429 5 19,610 3 13,590 0 10,265 3 

Pieferred stock 135 5 0.0 743 7 182 3 105.8 

Equity 11,439 5 21,472 3 14,259.7 9,067.0 7,035 2 
Debt ~ n c l  equity 30,842 B 37,901 8 33,870 0 22,657.0 1'7,300 4 

Adjmted ratios 
EBIT interest c o w a g e  (i;) 24 3 3  3 3  2 4  2 5  

FFO iiit. cov, (XI 3 4  5.7 4.3 3 4  3 9  

FFO/dEbt (%) 15.7 25.0 18.1 148 18.4 

Discretionary cash flow/tlebt 19 2) (9 8) (9 8) (1 0.0) (4 8 )  
("/I 
blst cash r low / capex ( % I  65.4- 73 1 58.0 55 0 77 3 

Total debt/tlebl plus equity (%) 62 9 A3 3 51 9 GO 0 59 3 

Return on coii i i i ioi i equity (%) 10 9 4 9  i o  9 7 3  8 1  

Coii inioii dividend payout iatio 52 8 89 4 65 5 85 9 65 6 
iun adi I (%) 

- 

.-Fuily adjusted (including ~iostIetircmcn~ obligations] 
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'Table 2. 
. . . . .. - . . . . . . 

Indusby Sector: Electric 
--Fiscal year ended Dec. 31-- 

2U09 2008 2007 200F 2005 
Ratirig history BBB/S table/-- B BB/S table/-- BBB/S t a bl e/-- BBB/S table/-- BBB/S ta ble/-- 

Revenues 632 5 GG5 G 588 0 585 9 531 3 

Net iiiconie from coiitinuing operations 23 9 24 5 32 5 35 0 20 a 
Funds from operatioiis (FFO) 1 1 O G  62 0 85 G 83 O 57 9 

Capital exrmditures 63 G 129 5 71 3 79 0 59 0 
Cash and short-term investnients 0 5  O G  0 7  0 7  0 5  
Debt GO7 2 GI7 8 519 4 530 2 5L2 9 

Preferred stock 0 0  0 0  00 0 0  0 0  

Eouitv 431 8 398 o 387 0 369 7 347 8 
Debt and enuitv 1,039 0 1,0158 9OG 4 899 9 890.7 

Adjers'ierl rziios 
EBlT interest coverage (XI 1 9  1 7  2 4  26 2 0  
FFO int cov ( x i  40 2 4  3 6  3 5  2 7  

~ 

FFD/debt (761 10 2 10 0 1G 5 157 10 7 

Oiscietionary c a d i  flow/debt (%] (4 51 (13 31 2 2  2 5  (0 4 
Net Cash Flow / Capex (%) 143 3 37 1 103 2 8G 1 93 9 

Debt/tleRt arid cquiry (%I  58 4 GO B 57 3 58 9 GO 9 

Return oil coininoii equity 1%) 5 6  5G 8 3 9 5  G O  
_. 

Common dividend liayout ratio (uii-ad) ) (%) 81 5 57 1 37 0 42 8 12 0 

"Fully adjusted 

Table 3. 

--Fiscal year ended Dec. 31,2009-- 

Keniticky Power Co. regoded aniorinls 

Oliorating O(iarating Operating Gash flow Cash flow 
tncoi11o income incanic Ititcrest ~irOnl Trom Capital 

Ue1l.i (lielore R&h) (before D&fi)  ( a h  D8A) eicpetise opei'ations operatious cirpentlitrrres 
Reported 549 7. I108 1188 GG 8 33 0 54 0 54 8 G4 0 

Standard 81 Poor's adjtrstnienls 
Trade receivables 41 0 .. 2.1 
sold or securitized 
Oiieratinri leases 7 3  2.0 0 5  0 5  0 5  1 5  1 5  _ _  

._ ._ 

__ 

.. _ _  _ _  Accrued interest riot 7 5  
inclutletl iii iepor-ted 
rlelit 

Capiializecl interest -. 0 4  (0 4) (0 4) (0 41 
Asset ieiircnient 2 3  0 3  0.3 0 3  0 3  (0 21 (0 21 ._ 

.- 

obligaiioiis 
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- labie3. 

nonoperating income 
(exoenses) 

- Reclassification of .- ._ ._ _ _  _. till 9 -. 

working-capital cash 
f low changes 

Total adiustinents 56 0 2 3  0 8  1.4 3 3  0 9  55 8 (0 41 

Standard 21 Poor's adjusted anrourits 

Operating Cash flow 
iiicorne Interest from Furitis from Cap ita I 

Debt (Fiefore D8A) EBliTDA EBIT expense opevations operations eirpeiirlitures 
Adjusted 607 2 121.1 119.6 68.2 37 1 55 7 110.6 63.6 

'Kentucky Power Co reported aniouiits sl iowii  are taken from [lie company's fiiiaiicial slaleineiils liul niiylil inclutlc arljustnienis niadc by data providers or 
rcclassificeliotis made Iiy Staiidard & POOr'S analysis Please note lliat lwo reporled aiiioiinis (operaling iricocne bciore D&A arid cash flo!?r lroni operalions) are used lo 
derive iiiore t l iai i  one Standard & Poor's-adjusted amount (operating income before D&A aiid EBITDA, aiid cash flow froiii operations and funds froiii opcralioiis, 
respectively) Consequently, the first section in some tables may feature dujilicate descriplions and amounis 

I(enfueky Power CO. 
Corporate Credit Rating 

Senior tinsecured (4 Issues! 
B B B/S ta 11 I e/-- 
BBB 

eo~porafe  Cierlit Racings t.lisCoiy 
07-Mar-2003 BB!3/Stable/-- 

24-Jan-2003 BBB?/WaicIi Neg/-- 
BBB-I/Stalile/- 23-May-2002 

Business Risk Piofile Excellent 

--- - .____ . __ - - __ - - . - - __ - 

P-irmncial Risk Profile 

Relaieil Entities 
AEP Texas North Co 

issuei Credit Rating 

Prefeired Stock (2 Issues) 

Seiiioi Uiisecured (1 Issue) 

Senior Unsecured ( 1  Issue) 
American Electuic Power Co. Inc. 

Issuer Ciedit Raliiig 

Conimercial Paper 

Lncal Curieiicy 

Junior Suliordinaled (1 Issue) 
Senioi [Jnsecuied (1 Issue) 
Appalachian Power Co. 

Issiier Credit Rating 

Senioi Secured (2 Issues) 
Senioi- Secuietl(1 Issue) 

Seiiior Uiisecurerl ( I  Issue) 
Seiiioi Unsecured (18 Issues) 

. . . ... . I Aggressive . .- .... . . .- 

B BB/S table/A-2 

A-2 
60 1, 
BBB 
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CoEunihus 3 Soutlicrn Ohio Electric CO. 
Issuer Ciedit Rating BBB/Stable/-- 

Calrrrnhr1s Southern Power  co. 
Issuer Credit Rating BBB/Stable/-- 
Prefei-red Stock ( 1  Issue) BE+ 
Seiiioi Unsecuied (E Issues) BBB 
Senior i l i isecured (2 Issues) BBB/Negative 

Indiana t\llicliigan Power Co. 
Issuer Ciedit Rating BBB/StaBle/-- 

Senior Ilnsecured (12 Issues) BBB 

Ohio Power  Co. 
Issue1 Credit Rating 

Senior Unsecured (18 Issues) BBB 

Public Seivice Co. of QltEalioma 
Issuer Credit Rating BBB/Stable/-- 

Senior Unsecuietl(1 Issire) A/Developing 

RGS (AEECQ) funding Corp. 
Issuer Credit Rating BBB/Stable/-- 

KGS (f&LW) Funding Corp. 
Issuer Credit Rating 

TUilless oilicp/s;isc nolctl, all retiiigs in this iepoi-t are global scale ratings Staritlard ti Poor's credit raiiiigs o i l  tile globs1 scale are corriparablo across countries Standard 
& IJooT's credit ratii:gs o i l  a national scale are relative to obligors or obligations witliiri iliat specific county 

Subordinated ( 1  Issue) BBB- 

B B B/S la b I e/-- 

Subordinated ( 1  Issue) BBB- 

Preferred Stock (4 Issues) B Bi- 

Senior Unsecured (G Issues] BBB 

Senior Uiisecured (2 Issues) BBB- 

B B B/St a 111 e/- ~ 

Senior Unsecured (2 Issues) BBB- 
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Copyright 0 2010 by Standard & Poor's Financial Services LLC ( S U I ,  a subsidiary oTTIie McGraw-liill Companies, Inc All rights reseivetl 

iilo content (iiicludiiig ratiiigs, credit-related analyses and data, model. software 01 other application or output tlicierrom) or any /pa11 thereof (Content) may be modified, 
reverse engineered. reproduced or distributed iii aiiy foriii Iby any means, or stored in a database or retiieval system, without the prior written permission of SGIP. Tlie Content 
sliall not be used for aiiy uiilawful oi unauthorized purposes S&P, its affiliates, and any third-pariy providers, as well as tlieii rlirectors, officers, shareliolders, employees or 
agcnis (collectively S W  Parties) do not guarantee the accuracy, completeness. tiiiieliness or availabilily of the Conteiit. S&P Parties are iiot respoiisible for any errors or 
oinissioiis, regardless of the cause, for the results obtained from the use of the Content, or for the security or mainienarice of any data input by tlia tiser. Tie Content is 
provided oi i  a i i  "as is" lbasis S&P PARTIES DlSCUJfvl ANY AND ALL EXPRESS OR IMPLIED V&WMiIITIES, INCI.UOING, BUT NOT UiviIrED TO, ANY WARRANTIES OF 
II/IERCIHANTAHILIN OR FITNESS FOR A I'ARTICUIAR PUHI'OSE OR USE. FREEOOM FROM BUGS. SOFTWARE ERRORS 013 IIEFECTS. THAT THE CONTENT'S I:IJNCTIOI\IING 
Will. BE UI\IIi\JTERRUPTED OR THATTHE CONTENT WILL OPERATE WITH ANY SOIWARE OR I-IARUWARE CONFIGURATION. In no eveiit sliall S&P Parties be liable to ally 
iiarty for aiiy direct. indirect, incidental, exemplary, compensatory, punitive. special or coiisequciitial damages, costs, expenses, legal fees, or Iosscs (inchcling, witliout 
liniitation, lost inconie or lost profits and opportunity costs] in coiiiiection with any use of the Content eveii if advised o f  [lie ~iossibiliiy of such daiiiages. 

Credit-related analyses. including ratings, and statements iii the Conteiit are slateinenis of opiiiioii as o f  the date they are expressed aiid not statenleiits of fact or 
iecoiniiieiirlations to purcliase, liold. or sell any securities or to make aiiy investment decisions SCVP assiiines no obligation to update the Coiiicnt followiiig liublica~iun in aiiy 
forni or format The Content slionld iiot be relied oil aiirl is iiot a substilute for the skill, judgment aiid experieiice of ilie user, its iiiaiiagenient, eniployees, arlvisurs and/or 
clients wlieri  making irivestmeiit ai i t l  other licrsiiiess tlecisioris S&P's opiriions and analyses do not adrliess the siiilabilily of any sccurity S&P does 110i act as a fiduciary or 
an investment advisor While S&P l ias obtained information fl oin sources it helieses to lie reliable. S&P does not pel forni ail audit and undertakes 110 duty of due rliligeiice or 
iiirlepentlent verification uf any iiiforiiiatioii ii receives 

SBP keeps cei taiii activities of its busiiiess iiiiits separate froin each otlicr in order to presew the iiirle~ienrleiice ai i t l  olijectivily of their respective activities. As a result, 
certain biJSilieSS rinks of S&P moy have i r i~oi i~ ia~ioi i  that is not availalile io oilier S U  business uniis S&P has establisharl policies aiitl prriceclures to maintain tlie 
confidcntialiiy of certain non-piuhlic information received iii connection with each aiinlylical process 

S&P may receive c~ni~ ie i i~at ion for its iat i i igs aiirl ceitaiii credit-related analyses. iiormally from issuers or underwriters of sccuriiies 01- froin olilig~rs S&p reseri'cs tile right 
io disseminate its opinions aiirl analyses SDP's piililic iat i i igs aiitl aiialyscs are made available on its Web sites, wvw slaiidartlaiitllpoors coni (free o i  cliarye), ai i t l  

vw\v ratiiiysdirect coni and ~~~. i~~~~~glol ia lcredi tportal .com isuhscription). and niay lie tlistriliutcd through other iiieaiis, including via Ski' Ibublicniioiis nlid iliird-party 
redistiibiitors Acltlitional inforination sbout iiur iatiiigs fees is available a i  \ ~ W N  staiidardandpoors soiii/tisiatiiysfecs. 

S t a n c l a d  2 Poou's I Research I D e c ~ m b e i  IG, 20'10 

I 
8 
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$&jos Rating Factoris 
s rr cngth s : 
o Mostly steady operating cash flow f r o m  regulated utilities; 
o Large and divcrsc customer base; 
0 Geographic diversity; and 
o Low-cost generation fleet. 

BBB/Stable/A-2 

'iv / eCicuesses: * 1 
o Exposure to eiiviroiiiiieiital regulations coultl pIessure f'iiiancial measures; 
0 Marlteting operations wealcen creditworthiness; and 
o hicreased unregulated generation iiiay pressure business pvofile. 

Standard & Poor's Ratings Services' ratings on hiiiericaii E1ecti:ic Power Co. Iiic. (AEP) reflect its consolidated credit 
pxofile, which iricludes regulated and unregulated operations. V e  consider the company's business risk proiile 
excellent aiicl its financial risk profile aggressive. (For more on business risk a d  fiiiaiicial risk, see "Business 
RisldFinancial Risk Matrix Expanded, " published on May 27, 2009, on RatingsDircct.) 

The excellent business profile priniarily reflects AEP's status as a large pii blic utility liolding coiiipany that owns 
regulated electric utility sabsicliaries operatiiig in 11 stntes in the Midwest ancl Southwest. The company operates 
low-rislc transmission aiicl clistribution wires-only businesses in Tesas; fully integ1:ated i,egulated utilities in states 
such as Indiana and West Virginia; a d  higher-risk hybrid utilities iii Ohio. Although a portion of' geiieratioii assets 
are outside tlie rate base, most of the consolidated generating capacity is under stabilizing regulatory oversight. The 
coiiipaiiy's geiieraririg and transmission facilities are  interconnected, aiicl its operatioils a ie  coorcliiiatecl as an 
iiiregratecl electi.ii: utilicy systeiii. 

Electric utility operations are slightly above average, characterized by competitive rates, good reliability, a strong 
cxllectioii of low-cost, coal-fired geiiemtioii in tlie eastern par t  of the systeiii, aiirl mostly supportive regulatory 
relationships. Service territories vary wiclely, ranging from manufact~iriiig and  r t~ ra l  areas with lower-glow Lh 
ecoiioniies to higher-giowtli, service-orientetl ecoiioiiiies, like in the Colmnbus, Ohio, metropolitaii a i  ea, that. are 
~i iorc  stable. Tlic clivcrsity in niai!ccts aiid in regulation soiiicwhat clcvatcs credit qudity, but iiiaiiagiiig the complex 
variety of iegulatory eiiviroiiineiits caii be challeiigiiig a d  requires co i i s~a i i~  vigilance. 'This is eviclciit in i\i.lc-ansas, 
whcic t!ic company i:; continuiiig t o  build the Tuik coal unit wliilc multiple legal challenges a re  pencling, including 
litigation in connection with die unit's witel. intake. Over the longer tern, with roughly 2.5,000 megawatts (MW) o f  
coaI-,fircd generation, inclurling hosc  in Ohio, inatcrial complimcc costs relatcd t o  IiuiiicrmIs envirouiiien~al rules 
could presst1i.e credit qutility. Tn addition LO tliese con1 ;issets, Lhere at'e 9,000 MW of gas gelieration and  2,200 M W  
of nucleal: 

Standnrcl i;c: Poor's I Eesearcla I Decembcr 14. 20'1'1 2 
iQ Standard & Poor's All righis resenwl 1\19 reprinl or dissamiclaiion .wi:hoyt Standard ?, Poor's permission See Ti:riiis of UseiDiscloilner oil !lie las! I;a(je ! / " I . ,  
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iliizei icniz Electiic Power Co 1116. 

record of solid operating perforniance in its uiiregulated busiiiess operations to contiiiue. Stricter environmental 
regdatioii will place fiiiancial stress on tlie company and erode the fleet's competitiveness, but we don't expert these 
pressures to completely eliiiiinate the advantages of AElI's coal fleet. AEP lias iitdicated that it  will retire 5,109 MIV 
oi: coal-fired assets and retrofit p a i t  of the ilcct with pollution control equipment. Although AEP's Ohio-based 
geiieratioii accounts for oiily a portion of the coiiipatiy's creclir. profile, absent more robusi fiiiaiicial nieawrcs, a 
strategic shift to a greater reliance on  wholesale mui lcet prices to generate cash would iiictease business I islc aiid 

itclji ~,~~r;jl;eri c,t-tdit ~ j t~ i+ l i t :< ,  

lye consider AEP's financial risk profile to be aggressive. This assessment reflects financial measures that  are in line 
with the rating, along with large capital expenditures. The company's coiisiderable capital speiidiiig is mostly for 
environmental coiiipliaiice programs and for new generation and transmission. The elevated spending levels and 
dividelid payments cnulcl result in negative discretionary cash flow for several years, and  will iequire vigilant cost 
1 ecovel-y to maintain cash flow iiieasures. For the 12 months ended Sept. i o ,  201 1, f~iiitls f~oiii operations (FFO) to 
total debt was 21%, total debt to total capital was around 5S%,  a n d  tlebt to EBITDA w~is  4 . 3 ~ .  The ratios are in 
line w i t h  the rating. Discretiomry cash flow is positivc and net cash flrnv (FFO after dividends) to capital 
expenditutes exceeded 1.30%. FFO interest coverage m a s  4 . 5 ~  a n d  the dividend payout ratio was a manageable 
.5S %. Rdjustiiieiits inclucSe capital and operating leases, pension-related items, intermediate equity treatment of thc 

junior subordinated notes, and secuiitized debt. 

Liquidity 
The s1ioi.t-term rating on AEP is '14-2.'. V e  consider AEP's liquidity adequate under S t a n c h  cl Csr. Poor's liquidity 
methodology. (We categorize liquidity in five standard descriptors, See "L,iquidity Desci:iptors For Global Corporate 
Tssuecs," published on Sept. 28, 201 1.) We base our liquidity assessment on the following factors and assumptions: 

0 \/e espect AEP's iiqtiiclity sources over the next '12 iiionths, iiicludiiig cash, FFO, and credit iacility avzilability, 
to exceed uses by 1.2s. Uses include necessary capital spending, working capiral> debt maturities, and sliarelioldei: 
clistributions. 

o Debt maturities are iiiaiiageable over the next 12 months. 
o We believe liquidity sources would escced uses even if EBITDA dccliriccl 1.5%. 
0 In O L I ~  assessment, AEl' lias good relationships with its balks, and has a good stancling in tlie credit iiiai Irets, 

having sriccessfully issued debt c1u1,ing the recent credit crisis. 

In our aiiaipsis of liquidity over  tlie next 12 months, w e  assuiiie $7.2 billion of liyuidiry sowces, coiisistiiig of FFO 
and ci.edit facility miilaL~ility. \%'e estimite liquidity uses of $4..9 billion for capitnl spending, niatuiiiig debt, 
worl< iiig cn p i 1'21 I ,  a ncl s liar diol der d is 1 1 i  h i t  ion s. 

AEP's credit agceenients include n fiiiaiicial coveiimt iwquiring thnc debt  to total capitalizncioii be 110 greatcr I-lian 
67.5%. A s  of Sept. 30, 2.011, the company \vas in compliance with die covenant at 50.3%. 

11 e b t ma 1: I: r it i es a re in a 11 age a 11 I e th r o ti g h 2 0 'I G . Escl ti d i n g ani o 1: ti z i ii g A EP Tesa s C;e i i  t r a I sew r it i z a t i on 1x1 i i  d s, ti; 6 9 0 
niillioii is due in 2012,, SI:C billion in 201.3, $1 billion in 201~1, $I..? billion in 2.OI.S, aiitl $.SO0 million in 20 1.6. IVe 
expect that the company will ref inance n ninjority of the inattiring debt-. 
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0 .J_F,& 8 [c 

Tile stable oiitloolc for the ratings on AEP and its subsidiaries assuiiies tiiiiely recovery of rate base investiiients for 
environinental compliance, system reliabilit)r, aiirl continued strategic emphasis on regulated operations. Our base 
forecast includes adjusted FFO to total debt of a t  least Is%, debt LO EEITUA under Sx, and debt leverage to total 
capital of no mol-e than 60%, all of which are consistent with our expectations for the 'BEE' rating. We could lower 
the ratings if iiriancial iiieasLircs fall sho t r  of our base forecast 011 a sustained basis to  adjusted FFO to tot31 debt 
l~clow 3 2%) debt to EBITDA over .S.Z.x, and debr leverage over 62%.  \Ve could raise the ratings i f  there is greater 
certainty Legarcling busiriess risks aiict if fiiiaiicial measures esceed our baseline forecast, iiicluding FFO to total debt 
in excess of 20%, debt to EBITDA below 4x, and debt  to total capital under SS%. 

ReBaPed Criee1cise A-nd R-esearcla 
o Liquidity Descliptors Foir Global Corporate Issuers, Sept. 28, 2011 
o Business RisldFinancial liisk Matrix Expanded, May 2.7, 2,009 
o Ratios Aiid Adjustirients, April 1.5, 2"009 
0 Analytical Methodology, April 1.5, 2.005 

Table 1 

Industry Sec'lor: Energy _I 

American Eiecfric Power Dslte Energy 
@O. IRC. Gorp. Southern Go. Progress Energy Inc. Xcel Eiic-rgy inc. 
BBE/Stable/A-Z A-/S ia b I e/A-2 

--Average of past threc f iscal years- 

Rating as of Dec 14, 201 1 A/St a 11 I e/A- 1 B B 13 t/V\'a tcli Po s/A-2 A-/Sta 111 e/A-2 

(Mil, $) 
Revenues 13,871 7 13,403 3 15,645 G 9,747 3 10,385 6 
EBITDA 4,190 0 4,474 4 4,921 6 3,089.4 2,524 8 

Net  income from cont opei 1,3147 1,2197 1,664 9 823 0 694 4 

Funds from o~ieratioiis (FFO) 3,256 9 3,985 8 3,955 5 2,218 9 2,004 8 

Capital expenditures 3,182 0 4,530 2 4,191 1 2,547 3 2,052 6 
Free oneratiiici cadi llow (568 1 )  (519 7) (596 I )  (459 7)  I67 7) 

~ 

Dividends paid 762 G 1,232 7 1,602 0 724 3 422 9 

Discretionaiy cash i l ow  (1,330 7) ( 1,7132 4) (1,998 8) (1 , I  84 0) (490 5T 
Cash aiirl slioit-teim 767 0 1.4163 498 9 505 3 155 5 
investinelits 
Debt 20,743 2 10,503 2 2 1,358 2 14,7113 8 10,963 4 

Pieierietl s~ock 187 8 0 0  747 0 182 5 252 5 
Eniiitv 12,672 8 21,89G7 15,532 3 9,574 2 7,696 0 

18,659 _ _ _ ~  
Debt ant1 equity 33,AlG 0 40,399 9 36,890 6 24,293 0 

Atljnsietl ratios 
EBITDA iiiar[iii1 1%) 30 7 33 4 31 5 31 7 26 3 

EBlT i i i lerest coverage (e) 2 5  3 2  3 3  2 5  2 7  

8.0 Return nn capital 1%) 
. 

8.8 
.- .. 7 7  G O  133 

. . . . . - - -  
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FFU iiit cov (X) 3 5  51 d 5  3 4  4.1 
Fru/debt ( 9 6 )  157 21 5 185 15 1 18 3 

Net cash flow/capex (%) 78.4 60.0 GO 9 58.7 77 1 

Debt/EBITCJA (x) 5 0  4.1 4 3  4 8  4 3  

Total debt/rleht plus equity 1%) 62 1 45 8 57.9 GO 6 58 8 
Return oil capital ( % I  7 7  G8 8 3  0 8  8.0 

Return oii cominon equity 1%) 9 9  4 3  10.4 7 4  0.2 

Cominoii dividend payout ratio 
(un-adj 1 (%) 

56 0 99 7 86 4 04 I 64 2 

Enrios'riy Sector: Energy 
--Fiscal year ended Dec. 31- 

2010 2009 2008 2007 2006 
Rating liistoiy BBB/S table/A-2 BBB/S table/A-2 B BB/S t a lhle/A-2 B BD/Stab le/A-2 BBB/Srable/A4 

(Mi!. $) 
Reveiiues 14,176 4 13,241 8 14,197 0 13,259 7 12,502 9 

EBITDA 4,293 6 4,373.0 3,903 3 3,095.0 3,G09 0 
N e t  income from continuing opeiations 1,214.0 1,362 0 1,368 0 1,1440 992 0 

runds fiom operations (Fro) 3,322 9 3,668 7 2,779 0 2,707 7 2,820 1 

Capital expcntiiiuies 2,383 0 2.989 3 4,173 G 3,665 5 3,545 3 

Dividends paid 839 3 773 3 675 3 628 5 591 0 
U e lit 20,631 2 20,787 1 20,011 3 1G,611 4 14,375 2 
Prefeiied stock 187 5 108 0 180 0 30 5 G1 0 
Equity 13,809 5 13,328 0 10,881 0 10.709 5 9,473 a 
Debt and equity 34,440 7 341  15 1 31 ,692 3 26.720 9 23,048 2 

EBlT interest covertige (x) 2 5  26 2 4  2 3  2 5  

FFU lilt cov (x) 3 6  3B  3 1  37. 3 7  

FFO/debt I %) I6 1 I7 G I3 4 I G  3 19 G 

Discietioiiary cash ilow/tlebi- (%) (1 3) ( E  3) ( I 1  6) (105) (8 91 
Iilet cash flow/capex [YO) 1042 9G 9 50.4 5G 7 62 9 
Uebt/rJebt and equity (96)  59 9 GO 9 65 7 62 2 GO 0 
Return 011 capital (%) 7 2  7 3  8 0  3 0  0 2  

Returii on coimnoii eriuiiv I % )  8 1  I O  2 12 0 10 F 9 5  

Coiiiinoii divirlciitl jiayuiit iat io (ui-adj 1 (%) 68 0 55 ,I 48 4 55 1 59 G 
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Talile 3 

--Fiscal year ended Rec. 31,2010-- 

American Electric Power Go. Inc. reported amounts 

Cash flow Casiiilow 
Sliarckolrlers' Oaerathrn Merest From from Divideeds Gaaital 

Debt equity Revenues EBITRA 'income expeose opeiations operations paid mpen&res 
Repoiled 18,157 0 13,682 0 14,427 0 4,304 0 2,663 0 999 0 2,662 0 2,662 0 827 0 2,436 0 

Standard 8: POOI'S adjustmenis 
Trade 
receivables 
sold or 
securitized 
Operating 1,963.9 -I 122 1 1221 1221 197 9 1979 -- .. 

leases 

_. ._ _ _  ._ _ _  .. _ _  _ _  00 -- 

lnteirnediaie (157 5) 1575 -- _- _ _  (13 8 )  13 e 13 8 138 -- 
hybrids 
repoited as 
debt 

Interriiediate 30 0 (30 0) -- -- _ _  1 5  ( 1  5) ( 1  5) (15) -- 
liybrids 
ieported as 
equity 
Postretirement 7,043 5 -- _ _  150  150 - 341 3 341 3 - _ _  
beiiefit 
obliqatioiis 
Capitalized -- -_  _- 
interest 

53 0 (53 0) (53 0) -- (53 0) 

Share-based -- .. _. _ _  _ _  _ _  28 1 -- 
compensation 
expense 
Securitized (1 ,E47 0) - -  (250G) (2506) ( I O Z G )  (1026) (ld80) (1480) - _ _  
utility rost 
recovery 

Asset 304 2 _. -- 750  750 750  (56 G I  (56 G) .. ." 

retirement 
obligations 
Reclassificiition _ _  
of nonoperating 
iiicoiiie 
(expenses) 

Reclassificalion _ _  _ _  _ _  ._ 367 0 -_  
o f  
v~loi  Iting-capital 
cash flow 
clianqcs 

.- -_ _ _  ._ _ _  _ _  __ 197 0 

~ _ _  -. _ _  .. _ _  .- -_ _ _  851 1 - Debt - Ollisr 

lii t ei est 
exjieiisc - O h  

adiusiinents 

~- 
- ._ _ _  .. .. _ _  -- 31 7 _ _  

Total 2,474 2 1275 (2506) (104) 3065 iGG9 293 9 GGO 9 123 (53 0) 
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;Iriici~can Elcctt I C  Power Co. h i c ~  

Talile 3 

. .. . 

Standard & Poor's adjusted amouiiIs 

Gash Ilow Funds 
hierast  lro1sn from Dividends Ea pita! 

Oebl Equity Revenues EBITDA EBlT eitpcnse operations operations paid e~rpentliftires 
Adjusted 20,631 2 13,809 5 14,175.4 4,293 G 2,969 5 1,165 9 2,955 9 3,322 9 839 3 2,383 0 

American Electric Power Go. lnc. 
Corporate Credit Rating 

Cornnieicial Paper 
Local Currency 

BBB/Stahle/A-2 

A-2 

Junior Siiboidinated (1 Issue) BO+ 

Senior Unsecured (1 Issue) 

Goi porate Credit Ratings f-fislory 
07-Mar2003 BEB/Stable/A-2 

24-Jan-2003 BBB+/Watch I\leg/A-Z 

23-May-2002 

Business Risk Pboiile 

_. - - -- - -- - 
BBB __ - _- __ - - . - - _____I-____-_ - - -  - 

- 
BBBi/Stable/A-2 

Excellent 

- - __ - __ __ - - - - - 

__ - - .  - . ____ ___ - - - - - - 

- - Aggressive 
. ._ _ _  - - _ _  -- Finailcia! Risk Profile 

Sefafcrl Eniii ies 

AEP Texas Central Go. 

__-_I___ - - - -- 

Issuer Credit Rating 

Pieferi-ed Stock (2 Issues) 

Senior Secured (1 Issue) 
Senior Unsecured (G  Issues) 
Senior Unsecured ( 1  Issue) 

AEP Texas Noifh Co. 

Issuer Ciedit Rating 

Senior Unsecured [ I  Issue) 

Senior Unsecuied ( 1  Issue) 

Issuer Credit Rating 

Senior Unsecuied (18 Issues) 
Sciiior Unsecurcrl(1 Issue) 

CoIumOus Sau~heria Power Co. 
Issuer Credit Rating 

Senior Unsecured (8 Issues) 

Senior Uiisecured (2 Issues) 

Indiana Michigan Power Co. 

lssuei Ciedit Rating 
Senior Unsecured [ I 1  Issues) 

/\.ppCllachiall POWCF GO. 

BBB/Steble/-- 

BBB/Developing 

BBB 

BBB/Developing 

BBi- 

B B B/S ta tile/-- 
RBB 

BBB/Developiiig 

BBB/Stahle/-- 

BBB 

BBB/Developiiig 

BBB/Stable/-- 

BBB 

lBBB/l\legaiive 

BB B/S table/- 

BOB 
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Aiiiei?miniz E1ecZi.k Power CO. Inc. 

Kentuclqr Power Go. 

Issuer Credit Raiirig 
Senior Unsecured (2 Issues) BBB 

Ohio Power Go. 
Issuer Credit Rating 
Senior Unsecured (13 Issues) BBB 

Public Sciwice eo. or’ Oklahoma 
Issuer Credit Rating BBB/Stable/-- 

Senior lJnsecurerl(5 Issues) BBB 

Senioi Unsecured (‘I Issue) BBB/Ue\reloping 

RGS (REGGO) Funding GoIp” 
Issuer Credit Rating 

BBB/Stable/-- 

BBB/Stalile/-- 

I’referred Stoclc (2 Issues) BBi- 

B BB/S ta b I e/- - 
Senior Unsecuied (2 Issues) BBB- 

RGS (Ig:M) Fllllding Gorp. 
lssiier Credit Rating 

‘Unless otl,enp,lise iloierj, all t-aiings in this repoii are global scale tatings Siatidard 2y Poor‘s credit ratings on [lie global scale ale comparable across couiltrius. Standsrd 
EC 1’001‘s i:rerlit ratings on a national scale are relative to obligois or obli!gaiiolis witliiii hat  specific counlry 

B BB/Stsbl e/-- 
Senior Uiisecured (2 Issues) BBB- 
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Copyright Q 201 1 by Stanrlard & Poor's Finaiicial Sei-vices LLC [S&P), a subsidiary of The iVlcGraw-l-lill Companies, liic All rights reservcd 

N o  content (including ratings, credit-related analyses and data, model, soflware or other application or output tlieiefioni] or any part thereof (Coritciit) may be modified, 
reverse engineered, reproduced or rlistributed iii any form by any means, or stored in a database or retrieval system, witliout the prior written periiiissioii of S&P. Tlie Content 
shall not be uscd for any unlawful or uiiautliorized Iitir(ioses. S&P, i ts alfiliates, atid any third-party providers, as well as their directors. officers, sliareliolders. eniplayoes or 
ageiits (collectively S&P I'arties) do iiot guarantee tlie accuracy, completeness, timeliness or availaliility of the Content S&P Pariies are noi responsible for any errors or 
omissions, regardless of the cause, for the results obtained from tlie use of the Content, or for tile security or maiiitenance of any daia input liy [lie user The Content is 
provided on an "as is" Iiasis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT Lli\ill'EO TO, ANY WARRANTIES OF 
II4ERCHANTABILITY O R  FITNESS FOR A PARTICULAR I'URPOSE OR USE. FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, TI-IAT TIiE C O N  IENT'S FUNCTIOi\IING 
WILL EE !ININi ElillUPl EO OH TI-IAT THE CONTENT WILL OPEliATE \UI TI-1 ANY SOFTN'ARE OR I%4RU\WARE CONFICiURATION. 11) 110 c \ m i  shall S&P Parties be liable to ally 
party for any direct, indirect, incidental, e>:eniplaiy, compensatoiy, punitive, special or coiisequeiitial rlaniayes. costs, expciises. legal ices. or losses (including. withoLrt 
limitation, lost income or lost profits aiitl opportunity costs) in coniiection with any USE of the Content even if advised of ike possibility of such damages 

Credit-related analyses. iiiclurliiiy ratiiigs, aiitl stalenieiits iii the Conleiit are statements of opiiiioii as of tlic date h c y  are expressed and not stateiiieiits of  fact (11 

recommendations to purchase, liold, or sell any securities or to make any iiivestmeni decisions S&P assumes no obligatioii to update tlic Coiitcilt following publication iii any 
form or format The Content should not be relied oi i  aiiil is not a substitute for the sltill, judgment and experience of tlie user, its iiianagemenr. eiiiployees. advisors and/oi- 
clicnls wlien making invcslment and otlier business decisions S&P's opiiiions and analyses do not address the suitaliiliiy of any security S&I1 does iiot act as a fiduciary or 
a n  investrneirt ailvisor Wliile S&lJ l ias oblaiiied information fi-oni sources i t  iiclieves to be reliable, S&P docs iiot pcrlorrn an  audit and undertakes 110 duty of dire tliiigurir:c or 
independeiit verificatioii of any information i t  receives 

S&P keeps certain activities o i  its busiricss unils separatc iroin cadi oilier in ordcr to preserve the independence and objectivity ofilieir iespeciive activiiics. As 2 resiilt, 
certain liusiiiess tiiiits of S&P may l i a w  iiifoimation that is iiot availalile to oilier S&P litisiiicss units. S&P has cstalilislictl  policies and procedures to maiiitaiii 1/1c 
cuiifitieritialiiy of certain iioii-public iiiformatioii received in coiiiiectioii with each aiialytical process 

S&P may receive compensation ior iis ratiiigs sild wrtaiii credit-related analyses, riormally from issuers or undenvritcrs of securities or froin obligors S&P rescI\fes tiie riglit 
to disseminate its opinions and analyses S&P's ~iublic ratings aiicl aiialyses Iirc made a?,ailable 011 its \Neb sites, wvw stanclardandpoois coin (flee of cliargc). tin!! 
VVVAY ratiiigsdircct coin ai i r l  vww globalcrediipoital coni (subscriptioii). ant1 may Ibe distriliutetl tlirouyli oilier liieaiis, iiicluding via S&P publications and tliiid-pslty 
iedistributois Additional iiiforinntion about our ratings fees is available at vmw staiidaidaiitJjioors com/usratiiigsiees 

3 
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Major Ratisag Factors 
Strengths: 
0 Steady utility operating cash flow; 
0 Part of a electric utility company that is geographically diverse and has a 

large cmtoiiier base; and 
o Low-cost generation fleet. 

BBB/Stable/-- 

-wca1mcsscs: 
o Financial measures could be pressured honi exposwe to eiiviioninental regulations; 
0 iularli.eting operations wealten creditwortliiness; a n d  
o Increased uiiregulated generation iiiay pressure business profile. 

Standard & Poor’s Ratings Services’ ratings oii ICentucky Power Co. are based oil the coiisolidated credit profile of 
parent Aiiiericaii Electric Power Co. Inc. (AEP), wliicli includes regulated a d  unregulaiecl operations. \Ve consicler 
ICentuclcy I’oiver’s business risk pwfile excellent and  financial risk p i ~ ~ f i l e  aggressive. I t  is a vertically integi-ated, 
fully regulated electric utility h a t  serves eastern Kentucky. The utility participates in the AEP Power Pool, sharing 
tlie revenues aiicl costs of pool sales to utilities aiid power marketel-s, and also sells directly a t  wholesale tu 

municipalities and electric cooperatives. Operations arc integrated with thc AEP East system. We consider AEP’s 
business risk profile excellent and its financial risk profile aggressive. (For more oii business risk aiid fiiiaiicial L+&, 
see “Business Rislc/Financial Risk Matrix Espanded,” published on May 2.7, 2,009, on RatingsDirect.) 

The excellent consoliclatecl biisiiiess profile priniarily reflects AEP‘s statiis as a large public utility lioldiiig company 
that o~viis regulated electric utility subsidiaries operating in 11 states in the R4iclwest aiid Southwest. The company 
operates lo\si-risli transmission and distribution wires-only businesses in Texas; h l ly  integrated regulated utilities i n  
states such :is liicliaiin aiicl \Vest Virginia; aiicl higher-risk hybrid utilities in Ohio. Although a portion of generation 
assets lire outsicle the rate base, most of the consolidated generating capacity is under stalilizing regulatory 
oversight. ‘ lhe company’s generating a d  traiisiiiissioii facilities are intercoiiiiected, and its operations are 
coordinated as an intcgiatcd electric utility ~ ~ 7 ~ t c n i .  

Electric utility operations ace slightly above average, characterized by comperitive rates, good reliability, a strong 
collection of IOIV-COS~, coal-fircd geiicration in the cnstcrii p a ~ ‘ t  of the system, a i d  mostly suppoitive regulatory 
i.eIationships, Service territories vary videly, i anging froiii manufactLii,ing a n d  r i ~ i a l  areas with lo~vei-growth 
ecoiioiiiies to higlier-growth, service-orientecl ecoiioinies, like the Columbus, Oliio, metropolitan ~irea, that ai:e nioi e 
SiAIJle. The ciivei.sity in mai l e t s  a n d  iii regulation soniewliat elevntes credit quality, but managing tile complex 
vaiiety of i-egiilaoory eiirriroiiinents can be challenging aiicl recliiires coi!s~aiit vigilance. This is evidenr in Arlcansas, 
where thc coinpany is coiitiiiiiiiig tu  build tlie T ~ i k  coal unit while multiple Icgnl cliallei~gcs B I C  picling, inclucliiig 
litigation iii coiiiiection with the unit’s water intalte. Over i-he longer term, wiih roughly 2 S , O O O  meganmts (MW) of 

coal-fired gciiemtioii, iiiclucliiig those in Ohio, iiiaterial compliance costs 1.c1;itccI to  nL1meLouS cnviLoiiinental d e s  
conlcI ~iressurc credit quality. I n  addition t o  tlicsc coal assets, thcrc are 9,Df)O M‘iX of gas geiieratioii and 2,2,OO MW 
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Ke77tuc/zy Poiuer Co. 

.- I he company's unregulatecl operations consist mostly of a large portfolio of quasi-regulated electric generating 
plants, mainly in Ohio, that have been priiiiarily serving AEP's retail utility customers. We expect AEP's long track 
record of solid operating performance in its unregulated business operations to continue. Strictei enviroiimental 
regulation will place financial stress on the coiiipany aiicl erode the flect's competitiveness, but we don't expect these 
pressures to conipletelp eliminate the advancagcs of AEP's coal fleet. AEI' has iiidicatecl that it will retire 5,109 klW 
of coal-fired assets and reti ofit p i ' t  of the fleer with pollution control equipiiient. Although AEP's Ohio-based 
generation acc(mits for only a poi tion of the company's credit profile, absent more robust l-iiiancial measures, a 
stmtegic shift to a greater reliance on .vvholesale iiiarltet prices to generate cash would increase business risk and 
ct.jttlcl i i l t i r n : ~ t t f ~  \ ~ e : i l ~ u  credi~ 

Keiituclcy I'o~ver's financial rislc pi:ofile reflects AEP's coiisoliclatecl financial risk profile, .ivliicli we consider 
aggressive. This assessment reflects fiiiaiicial iiieasLixs that are in line wit11 the rating, along with large capital 
espenditui,es. The company's coiisideralile capital spending is iiiostly for eiiviroiiiiiental coinpliance prograiiis and 
for new generation aiid transmission. The e h a t e d  sl~ending levels and dividend payiieiits co~ilrl rcsult in negative 
discretionaiy cash flow for several yeais, and will itquire vigilant cost recovery to maintain cash Flow measures. For 
the 12 months ended Sept'. 30, 2.011, funds from operations (FFO) to total clebt was 21%, total debt to total capital 
was arouiid 5 S % ,  and debt to EBITDA was 4 . 3 ~ .  The ratios are in liiie with die rating. Discietionary cash flow is 
positive and  net cash CIoix7 (FFO after dividends) to capital expenditures exceecled 130%. FFO interest covcrage -\vas 
4.Sx and tlie dividend payout ratio was a iiiaiiageahle S8%.  Adjustments include capital and operating leases, 
pension-relatcd items, inteimediate equity treatment of the juiiior suborclinated iiotcs, and securitized debt. 

Liquidity 
'Hie conipaiiy's liquidity delJends on and is managed by parent REP. LVe coiisider AEP's liquidity aclequate under 
Standard & Poor's liquidity methodology. (We categorize liquidity i n  five standard descriptors. See "L,iquiclity 
Descriptors For C;lobal Coiporate TssLiei-s," publishecl 011 Sept. 28, 201 :l.) We base o ~ i r  liquidity assessiiieiit on the 
following fnctoi s and assurnptions: 

o We expect AE,P's liquidity sources over the next 12 months, including cash, FFO, and credit facility availability, 
to exceed uses by '1.2~. Uses include necessary capital speiiding, ivorking capital, debt maturities, a d  shareholder 
distribu tioiis. 

o Debt maturities ale managcable over the next .I 2 months. 
o We believe liquidity sources would esceecl uses even if EBITDA declined 1 ?%. 
o I11 o ~ i r  assessmelit, AEP lias good relationships with its brinks, aiid lias a gootl standing i n  the credit markets, 

having successf~illy issued d e b t  during tlie recent credit crisis. 

Iii our analysis of liquidity over tlic iicst 12 mouths, we assiime $7.2, billion of liquidity SOLI~CCS, consisting of FFO 
and crcclit facility availa1,ility. We estimate liquidity LWS of $4.9 hillion for capital speiiding, maturing debt, 
worlting capital, and shareholder distributions. 

AEP's credit ngrccmcnts iiiclucle a financial covenant requiring that  clebt to total capitalization be no grcater than 

67.5%. As of Sept. 30, 20'1 l., the conipaiiy was in coiiipliaiicc with die coiwinnt a t  50.3%. 

Deb? iiiacurities are iiianageable through 2,016. Excluding :iinoi tizing AEP Teras Central sccui,itizaiion boiicls, $690 
million is dtie in 20 12, !$ I .4 billion in 201.3, ,$1 billion in 2014, $I..; hillion in 2.01.5, aiicl  $500 million i n  LO t6. We 



AG's Firs! Set of Data Requesrs 
Dated January 13, 2012 
Item No 26 
Attachment 1 
Page 86 of 91 

cspect that the company will refinance ;I majority of the maturiiig dcht 

'The stalde outlook for the ratings on AEP and  its subsidiaries assumes tiniely recovery of rate base iii~es~iiieiits for 
cnvironrnentd compliance, system reliability, and coiitinuecl strategic ciiipliasis oii iegulrited operations. Ou i  base 
forecast iiicludzs adjusted EFO to total deht of a t  least 15%,  debt to EEITDA Lincler Sx, a n d  debt  leiwage to total  

capital of 110 more tliaii GO%, all of which are coiisistciit with o u r  cxpectations f o r  the 'BBR' ratiiig. Wc could lower 
the ratings if fiiiaiicial iiieasures fall short of our lme  forecast on a sustained basis to adjusted FFO to total debt 
below 12%, debt to EBITDA over S.2s, and debt leverage over G2%. We could raisc thc ratings if there is grcater 
certainty regarcliiig biisiness risks aiicl i f  fiiiancial measures exceed o ~ i r  baseline foorecasl, iiicludiiig FFO to total cleht 

in excess of 2076, debt to EBITDA below 4x, and debt to total capital iiiicler 5.5%. 

R&4"tei[ q=,iter-a h . d  Reseaj:L.l-,%.a 
0 L.iquidity Descriptors For Global Corporate Issuers, Sept. 2 3 ,  2011 
0 Business RisIdFiIiaiicial Risk Matrix Expanded, May 2.7, 2009 
0 Ratios And Adjustmcnts, Api:il 'IS, 2008 
0 Analy~ical Methodology, April 1.5, ZOOS 

Indostiy Sector: Eiieigy 

Aniericm Electric Power Duke Energy 
co. Inc. cosp. Southein eo. Piogress Eiier'gy Inc. )kel Eneigy Inc. 

BBB/Stahle/A-2 A-/StaIile/A-2 A/Slabte//bl BBB+/Waicli Pos/A-2 A-/Stable/P,-Z Raring as oT Dec. '14,201 1 
--Average of past t i m e  iiscal ycois- 

13,871 7 13,403 3 15,645 6 9,747 3 10,305 6 Revenues 

EBITDA 4,190 0 4,474.4 4,921 G 3,089 4 2,524 8 
Net iiicoine iiom coiit oper 1,3147 1,2197 1 ,GG4 9 823 0 694 4 

Fuiids from oiieiatioiis (FFOI 3,256 9 3,985 B 3,955 5 2.210 9 2,004 8 

- 

~- 

Capital expendilures 3,182 0 4,530 2 4,191 . I 2,547.3 2,052 6 

Free operating cash f low (568. 1 ) (549 7) (596 'I) (459 7) (67 71 

Dividends paid 762 6 1,232 7 1,402.8 724 3 1122 9 

Discretionary cash f low (1,330 7) (1,782 A) (1,998 8) (1.184 0) (490 5) 
Cash and sliort-tcmi 
iiives trnen ts 

767 0 1,416 3 498 9 50!i 3 155 1 

Debt 20,743 2 18,503 2 2 1,358 2 14.7 I8 8 10,963 4 

Piefeiied stock 187 a o n  74t 0 182 5 252 5 
Eqlli\y 12,672 8 21 ,896 7 15,532 3 9,574 2 7,696 0 

Debt arid equity 33,416 0 40,399 9 36,890 6 24,293 0 18.659 4 
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Table 1 

EBIT interest coveraqe (x) 2 5  3 2  3 3  2 5  2 7  

Retuin on capital ( % I  1 7  G8 8 3  8 8  8 0  
Fro Int cov (xi  3 5  5 1  a 5  3.4 4 1  

FFfl/debt (Sb) 15 7 21 5 18 5 15 1 18 3 

Net cash flow/capex (Yo) 78 4 GO 8 G0.9 58 7 77 1 
flebt/EBITDA (x) 5 0  4 1  4 3  4 8  4 3  

Total debt/debt plus equity (XI 62 i 45 8 57 9 GO G 58 8 

Retuin on canital / % I  7 7  G 8  8 3  8 8  80 
Return oi l  commoii equity (76) 9 9  4 3  1 0 A  7 4  82 
Comrnoii dividend payout ratio 
( u n - a d j ) ( % )  

56 8 99 7 EG 4 84 1 64 2 

Tafile 2 

IndusCtV Sector: Eleciiic 
--Fisca! year ended Dec. 51.- 

2010 2009 m e  2001 2006 

(Mil. S) 
Revenues 683 7 632 5 665 G 588 0 585 9 

EBITDA 142 2 1196 1127 122 G 1285 

Net iiicoriie i ioni  continuing opcratioiis 35 3 23 9 24 5 32 5 35 0 

Funds froii i  operations (FFO) 93 9 ll0G 62 0 85 G 83.0 

Capiial expenciitui 12s 53 5 63 G 129 5 71 3 79.0 

Dividends paid 21 0 19 5 140 12 0 150 
Debt 590 9 607 2 ~ 1 7  8 519 4 3 0  2 
Prefeiierl stock 00 00 0 0  0 0  0 0  

Equity 446 2 431 8 398 0 387 0 369 7 

Debt aiid equily 1,037. I 1,039 0 1,015G 906 4 899 9 

Atijuslerl iaiios 
EBITDA margin (YO) 20 8 I0 9 1 G  9 20 8 21 9 
EBlT inkiest  coveiagc ( x )  2 4  18  1 7  2 4  2 G  
FFO iiit cov. (x) 3 4 4 0 2 4 3 6  3 5  

15 9 18 2 10 0 1 G  5 157 ~ - - _ _ _ _  FFfl/deb t ( % I  
Discretionaiy cash flow/debi (YO) 12 5 (4 5) (156) 2 2  1 5  
Net cash ilow/capex (%) 136 4 In3 3 37 1 103 2 8G 1 

Debt/debt aiid equity (7'01 57 0 58 4 GO 8 57 3 58 9 
Retuin on capiial(%) 6 7  5 2  5 6  G8 7 3  

Rettirii on roiiiiiioii emit!/ / % I  7 7  5G 5 6  84 9 5  

5 



AG's First Set of Data Requests 
Dated January 13, 2012 
Item No 26 
Attachment 1 
Page 88 of 91 

l~cnir /c lzy  Poiuer Co. 

Table 2 
- . . . _ _  .. .. ._ , . . . . 

L . .  
- .- ___ . .. .. . 

Corninon dividend riavout ratio (on-adi (%I  59 5 81 "5 57.1 37.0 42 8 

- Fiscal year ended Dec. 3'i,2010-- 

Keniueky Power Eo. ieporled amounts 

Cash flow @ash ilow 
Shareholders' Operaliiiy Inferesi fioiia i'ioni Dividends Gagiial 

Debt equify Revenues EEiS DA inconic e~rpensc operations operations paid eirpenditures 
Reoorted 550 7 446 2 683.7 141.7 889 3 6 6  143 G 143 G 21 0 54 I 

Standard 8t Poor's adjustments 
Trade 
receivaliles sold 
or seciiritized 

.. _ _  _. _ _  00 _" 

.. _ _  Operating 3 2  _- _ _  04 0 4  0.4 1.1 1 1  
leases 

.. _ _  Postietirenient 26 G -- (0  1) (0 1 )  _ _  4 4  4 4  
benefit 
obligations 

.~ 0 6  (0  6 )  (0 61 Capitalized _ _  
interest 

Asset 27 .. ._ 0 3  0 3  0 3  (0 4) (0 41 
ietiienient 
obligations 

Reclassification - -  i o  
of nonoperating 
income 
Iexrmses) 

(0 G) _ _  _ _  .. 

- 
._ .. 

_ _  _ _  .. _ _  

I- 154 1) Reclassification -- _ _  ._ 

of 
WOI king-capital 
cash f low 
changes 

Oelit - Acciued 7 G 
interest not 
included iii 
repoited debt 

._ _ _  _ _  .. _ _  _ _  _. 

Total QO 2 00 00 0 5  15 1 2  4 (49 7 )  0 0  (0 6) 
adjustments 

Standaid 81 t300~'s adjusled amounts 

Gash ;low 
in'rci est f rom Furids horn Divirlenris CapiZal 

Ucbl Equiiy Revciiircs EBITDA EBIT expense opeiaIioas opeialioas p i t i  oqiendiiutes 
Atliusled 590 9 4462 6837 In22  904 377 148 0 93 9 21 0 53 5 

Kenlucky Powei Co. 

Coiporate Cietl it Raiiiig OER/Stable/- 
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IZeiiti!cky Potuci Co. 

Corporate Crcrlii Ratings Mistoiy 
07-Mar-2003 BBB/Stable/ - 
24-Jan-2003 BBB-I/Watcli Neg/ - 

23-May-2002 

Business Risk Frotile Excellent 

Financial Risk Pkoliile 

Rclaierl EliFiEics 

AEP Texas NoriR Go. 
Issuer Credit Raring BBB/Steble/-- 
Senior Unsecured ( I  Issue) BBB 
Seiiior Uiisecured ( I  Issue) BBB/Developing 

BBBt/Stable/-- - - - -  - - - -.- - 

- -  - 
- . - Aggressive 

- - - - - __ - . - -- _ _  - -  - - -  

American Electric Power Ce. Inc. 

Issuer Credit Rating 

Cornrnercial Papei 

1 oca1 Currency 
Junior Subordinated ( 1  Issue) 
Senioi Unsecured ( I  Issue) 
I i p p l a c i i i a n  Power Go. 

Issue1 Credit Rating 

Senior Unsecured (18 Issues) 
Senior Uiisecured(1 Issue) 
Coirrmhus Southern Power Co. 

Issuer Credit Rating 

Senior Unsecuied (8 Issues) 

Senior Unsecuretl(2 Issues) 
Iridiana Mich igan Power GO. 

Issuer Credit Rating 

Senior Uiisecured ( ' I  1 Issues) 
Ohio Power Go. 
Issuer Credit Raling 

Senior Unsecuied (13 Issues) 

BBBIStableIA-2 

A-2 

Be4 
BBB 

BBB/Stable/-- 

BBB 
BBB/Developing 

BBB/Stable/-- 

EBB 
BBBlNegative 

BBB/Stable/-- 

BBB 

BBE/Stable/-- 

BBB 

Public Servicc Go. of Qftlahoma 
l w e i  Credit Rating BBB/Stable/-- 

Senior Unsecuied (5 Issues) 1388 
Senior. Unseciirerl ('I Issue) BBB/Developing 

Issuei Credit Rating BBB/Siable/-- 

RGS (IZdVI) F!rildincj Corp. 
Issiier Credit Fating BBB/Siable/-- 

;-Unless oiliely,(ise noted. all ratiiigs iii this rcpori arc glolial scale ratings Standard & IPooi's credit iatiiigs 011 11ie glol)al scale ;ire camparslile across couiilrics Slaiidarrl 
& 1 h ~ ' s  cietiit ratings 011 a iiatioiial scale are r e l a h z  to oiitigors or olilig~tions williiii that specilic counlry 

Pieferied Stock (2 Issues) B Bi- 

RGS (AEGGO) Furldlrlg Gorp. 

Senior Uiisecuied (2 Issues) BBB- 

Seiiioi Uiisecuied (2 Issues) e m -  
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Copyright 0 201 1 by Standard & Paors Financial Services LLC (S&P). a subsidiaiy o l  Tile McGravJ-Hill Coinpaiiies, Iiic All riglits rescnul 

No content (includiiig ratings, credit-relaietl analyses and data. model, software or otliei applicatioii 01 output tlierefroni) or any [pari thereof (Conieiii) may be moditied, 
reverse engiiieereil, reproduced or distributed in any form by any means, or stored iii a database or retrieval system, without [lie prior wiitteii permission of S&P. The Content 
sliall iiot be used for any unlawful or uiiautliorized purposes. S&P, its affiliates, aiid any lliird-party providers, as well as their directors, officers, shareliolrlers. employees or 
agents (collectively S&P Parties) do iiot yuaraiitee tlie accuriicy, complelciiess, tirneliiiess or availability of i l io Content S&P Parties are no t  responsible for any errors or 
omissions, regardless of the cause, for the results obtained froni tlie use of tlie Content, or for the securily or niainteiiaiice of any data iiipiii Iby Llic user. The Content is 
provided on a i l  "as is' /basis S&P PARTIES OISCLAIR/l ANY AND ALL EXPRESS 01.1 IMPLIED LVAI?RAI\Il IES, II\ICLUOII\IG, BUT NOT ILlbIlTEU TO. ANY WARRANTIES OF 
MEliCHANTABlLlTY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEI-ECTS. Ti-lL\TTliE CON I ENT'S FUNCTIONII\IG 
WILL BE UNINTERRUPTED OR TI-IATTliE CONTENT WILL OPERATE WITH AMY SOFTWARE OR IiARD\NARE CDNRGURATION. 111 no event dial1 S&P Parties be liable to aiiy 
partyfor any direct, iridircct, incirleiital. exemplary, compensatory, lpuiiitive, special or coiiserluential damages. costs, cx~~c~iscs. legal Ices, or losses [iiicluding, witliout 
limitatioii, lost incoina or lost profits and oppoilunity costs) in connection with any use of the Content eveii if advised of l l i e  possil~ilily of such damages 

Credit-relaid analyses, including ratings, and statements in the Content are slaiements of opinion as of tlie date they are expressed and no1 staieriieiits of fact or 
recommendaiions io purchase, Iiolrl. or sell any securities or to inake ally iilvesliiieiit tlecisioiis S&P assuines 110 oliliyation io uptliilc the Conient following publicatioii iii aiyj 

form or format. The Content sliould not be relied oii and is riot a substiiute fai [lie skill, judgment and expeiieiice of the user, its niaiiageiiieiit, eriiployccs, advisors and/or 
clieiits wlieii riiaking investment and othei business decisions S&P's opiiiioiis ai id analyses do not acldress the suitability of any securily S&P rloes i io l  act as a fiduciary or 
an investment advisor While SCVP lias olihiiicd inforination from sources it believes to be reliable, S&P tloes not perform an audit and undertakes 110 duty of  due tliligimc nr 
indelieiident verificaiioii of aiiy inforiiiatioii i t  receives 

S&.P keeps certaiii activities of its business units separate fiom each o t l w  in order to preseive the independence and olijectivity of their respectivi: activities As a result, 
certain busiiiess units of  S&P niay liave iriloriiiatiuii that is iiot wdable to oilier S5P liusiiiess units. S&P Iias estel~lislied pulicies and proceduies to inaiiitaiii [lie 
confideiitiality of certain lion-public iiifoimaiioii rcr:ci!icd iii conneciioii witli eacli analytical process 

S&p riiay receive compensation for its ratiiius and certain credit-related analyses, iiornially froni issuers or unrleiwritzrs oi securities or froiii uliligurs S&P resews the riglit 
to tlisseiiiiiiaie its opinions aiid analyses S&P's public ratings aiid analysEs a le  made available oi l  its \!\/eb sites, VAW staiiclardaiidpoors coiii (frCc of cliargc). aiirl 
\rLww ratingsdirect coni and WW glol~alcretlit~~ortil con) (subscriptioii). iiiitl may IJO distribulcd ilirougli other nicaiis, including via S&P puldicaiions and iliird~l~arty 
redistribiutois htlditioiial iiiforination about 0111- ratings fees is availalile at iww staiitlartlaiirl~~oors coin/crsiatiiiysfeas. 





SC Case No. 2071 1-00401 
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Attorney General’s 

er Y 

Please provide tlie corporate credit and boiid ratings assigiied to AEP and/or IWCo siiice 
the year 2005 by S&Py Moody’s, aiid Filch. For any change in the credit and/or bond 
rating, please provide a copy of tlie associated report. 

SPONSE 

Kentucky Power objects to the request to tlie extent it seelts iirfoi-riiatioii regardiiig 
American Electric Power, Iiic. (“AEP.”) AEP is not a party to this proceeding, and is not 
a utility subject to the jurisdiction of the Public Seivice Coimnissiori of Kentucky. AEP 
is not obligated to assist ICeiituclcy Power in financing the proposed environnieiital 
projects in ICentucky Power’s 20 1 1 Eiiviromiiental Coiiipliaiice Plan. Without waiving 
this objection, please see the following: 

Moodys 
2005 Baa2 
2006 Baa2 
2007 Baa2 
2008 Baa2 
2009 Baa2 
2010 Baa2 
2011 Baa2 

AEP 
SBP 
BBB 
BBB 
BBB 
BBB 
BBB 
BBB 
BBB 

Fitch 
BBB 
BBB 
BBB 
BBB 
BBB 
BBB 
BBB 

Moodys 
Baa2 
Baa2 
Baa2 
Baa2 
Baa2 
Baa2 
Baa2 

Kentucky 
Power 
S&P 
BBB 
BBB 
BBB 
BBB 
BBB 
BBB 
BBB 

Fitch 
BBB 
BBB 
BBB 
BBB 
BBB 
BBB 
BBB 

ESS: Rank IC Wohnlias 





ttorraey General’s 
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tue Y 

Please provide a copy of: (1) the documents detailing the revenue requirement associated with 
ICPCo’s Eiiviromnental Coinpliance Plan (“ECP”). The suimiiary should include the annual 
amounts of eligible plant, depreciation, ECP rate base, rate of retuiii, operating expenses, the 
composite tax rate and adjustment factor, a id  overall revenue requirements; (2) tlie summary‘ 
components of the annual rate of retum, including the capital stmchire, debt cost rates, and 
equity cost rate; (3) the s u n a r y  coiiiponents of the annual coinposite tax rate; and (4) the data 
and work papers in (l), (2), and (3) in both hard copy and electronic (Microsoft Excel) foiinats, 
with all data and formulas intact. 

Usiiig the adjusted average increase of 29.49% described in tlie Company’s response to IQSC 1 - 
20(a), Attachment 1 , the following Exhibits LPM- 1 though 14 with workpapers are attached. 

Please see enclosed CD for tlie excel file with foimulas iiitact and unprotected. 

WITNESS: Lila P Munsey 



Line 
NO. 

(1) 

1 
2 
3 
4 
5 

6 
7 
8 
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Description 
(2) 

in-Service Date: Second Quarter of 2016 

Total Capital Environmental Costs 
Preliminary Scrubber Analysis 2004-2006 
Capital Costs Not Associated with CAA 
Capital Booked in Last Base Case 
KPCo's Net: In-Service investment (L1 + L2 - L3 - L4) 

Annual Operation Expense 
Annual Maintenance Expense 
Total Operation R Maintenance Expense 

$ 940,300,067 
$ 15,212,425 
$ - 
$ 
$ 955,512,492 

$ 46,067,000 
- $ 2,600,000 
$ 48,667,000 

Revised Exhibit LPM-1 



Line 
No. 
(1) 

1 

2 

3 

4 

5 

6 

7 
8 
9 
10 

I 1  

12 
13 

14 
15 

16 

Kentucky Power Company 
~ o ~ l ~ t ~ o n  Control Environmentd Facilities 

AnnuaP Revenur 
Associated with 

Description 
(2) 

Return on Rate Base 

Utility Plant Installed Net (Exhibit LPM-1, L5) 

Less: Accumulated Depreciation 

Less: Accumulated Deferred Income Taxes 

Net Utility Plant ( L l -  L2 - L3) 

KPSC Case No. 201 1-00401 
AG's First Set of Data Requests 

Dated January 13,2012 
Item No 28 

Attachment 1 
Page 2 of 15 

Capital Costs of 
KY Retail 
Revenues 

(3) 

$ 95531 2,492 

$ 63,732,683 

$ 23,505,607 

$ 868,274,202 

Annual Weighted Average Cost of Capital (Exhibit LPM-3, L5, C8) 10.69% 

Annual Return on Rate Base (L4 X L5) $ 92,818,512 

Qperatinq Expenses 

Annual Depreciation (L2) 
Annual Property Tax Expense (Exhibit LPM-4, L5) 
Annual Non-Fuel OBM Expense (Exhibit LPM-1, L8) 
Total Operating Expenses (L7 + L8 f L9) 

$ 63,732,683 
$ 1,337,670 
$ 48,667,000 
$ 113,737,353 

Total Revenue Requirement Associated with BS Env. Facilities (L6 -t LIO) $ 206,555,865 

Annual Revenue Allocation Factor (Exhibit LPM-5, L15, C3 or C6) 78.91% 
Subtotal (L11 >( L12) $ 162,993,233 

KY Jurisdiction Revenue Allocation Factor (Exhibit LPM-5, L14, C3) 
Total KY Retail Revenue Requirement (L13 X L14) $ 162,993,233 

KY Jurisdiction 12-month Revenue (Exhibit LPM-5, L l 3 ,  C3) $ 569,593,245 
17 Percent Change (L15 / L l 6 )  28.62% 

Revised Exhibit LPM-2 



Kentucky Power Company 
Pollution Control Environmental Facilities 

Weighted Cost of Capital Calculations for August 2011 

Gross 
Capita I Costof WACC Revenue WACC 

Line Balance as of Capital Capital Net Conversion Pre 
No. Description April 30, 2010 Structure Rates ofTax Factor Tax 
(1) (2) (3) (4) (5) (6) (7) (8) 

1 Long-term Debt $ 550,000,000 51 941% 648% 337% 3 37% 
2 Short-term Debt $ 0000% 083% 000% 0 00% 
3 AIR Financing $ 43,588,933 4 116% 122% 005% 0 05% 
4 Common Equity $ 465,314,088 43 943% 10.50% ' 4.61% 15762 7.27% 
5 Total $1,058,903,021 100 000% 8 03% 10 69% 

' 
' Weighted Average Cost of Capital (WACC) ROR on Common Equity per Case No 2010-00020. 

WACC Balances As of 4/30/2010 based on Case No 2010-00318, dated September 7,2010 
Gross Revenue Conversion Factor Calculations per Order in Case No 2010-00318 

1 OPERATING REVENUE 100 0000 
2 UNCOLLECTIBLE ACCOUNTS EXPENSE (0 24%) 0 2400 
3 Kentucky Public Service Commission Assessment (0 15%) 0.1500 

4 STATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 99 6100 
5 STATE INCOME TAX EXPENSE, NET OF 199 DEDUCTION (SEE BELOW) 5.6384 

6 FEDERAL TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 93 9716 
7 199 DEDUCTION PHASE-IN 5.6372 

8 FEDERAL TAXABLE PRODUCTION INCOME 88.3344 
9 FEDERAL INCOME TAX EXPENSE AFTER 199 DEDUCTION (35%) 30.9171 

10 AFTER-TAX PRODUCTION INCOME 57.4173 

11 
12 AFTER-TAX PRODUCTION INCOME 
13 199 DEDIJCTION PHASE-IN 

GROSS-UP FACTOR FOR PRODUCTION INCOME" 

14 UNCOLLECTIBLE ACCOUNTS EXPENSE 
15 Kentucky Public Service Commission Assessment (0.15%) 

57 4173 
5 6372 
0 2400 
0.1500 

16 TOTAL GROSS-UP FACTOR FOR PRODUCTION INCOME (ROUNDED) 63.4445 

17 BLENDED FEDERAL AND STATE TAX RATE 
18 FEDERAL (LINE 9) 
19 STATE (LINE 5) 
20 BLENDED TAX RATE 

21 GROSS REVENUE CONVERSION FACTOR (100 / Line 16) 

STATE INCOME TAX CALCULATION" 
1 PRE-TAX PRODUCTION INCOME 
2 
3 

COLLECTIBLE ACCOUNTS EXPENSE (0 24%) 
Kentucky Public Service Commission Assessment (0.15%) 

30.91 71 
5.6384 

36.5555 

1.5762 

100.0000 
0 2400 
0.1500 

4 STATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 99 6100 
5 LESS STATE 199 DEDUCTION 5.6372 

6 STATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 93 9728 
7 STATE INCOME TAX RATE 6.0000 

KPSC Case No 201 1-00401 
AG's First Set of Data Requests 

Dated January 13, 20 12 
Item No 28 

Attachment 1 
Page 3 of 15 

8 STATE INCOME TAX EXPENSE (LINE 6 X LINE 7) 

Revised Exhibit LPM-3 

5.6384 
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tucky Power Company 

Associated with Big Sandy Plant Pollution CosntroP Facilities 

Desa: r i pt io 
(2) 

installed 
Costs 

(3) 

1 DFGD Installed Capital at BS#2 (LPM-2, L1,  C3) $ 955,512,492 

2 Less: Accumulated Depreciation (LPM-2, L2, C3) $ 63,732,683 

3 Net Plant Investment Assessed Value (L1 - L2) $ 891,779,809 
4 Property Tax Rate 0.15% 
5 Increase in Property Tax (L3 X L4) $ 1,337,670 

Revised Exhibit LPM-4 
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Line 
- No. Description 

(1) (2)  
Priman/ Capacitv Investment Rate: 
Steam Production Plant asof 12-mo ended 12/31/10 
Steam Capacity as of 12-mo ended 12/31/10 

Carrying Charge (16 44% / 12 months) 

1 
2 
3 Average Cost of Investment 
4 
5 Primary Capacity Investment Rate 

KPSC Case No. 201 1-00401 
AG's First Set of Data Requests 

Dated January $ 3 , 2 0 1 2  
Item No. 28 

Attachment I 
Page 8 of 15 

Kentucky Power Company 
Pollution Control Environmental Facilities 

AEP System Pool 
Capacity Rate Calculations for 
Surplus Member Companies 

August 2011 

Monthlv Fixed Operatinq Rate: 
Steam Plant Operation Expense (less: fuel) 

Subtotal - Fixed Operating Expense 

6 
7 112 Maintenance Expense 
8 
9 Steam Capability 
10 Fixed Operating Rate 

11 Capacity Rate 

Calculate AEP Pool Averaqe Capacitv Rate: 
12 Surplus Capacity 
13 Member's Percent of Pool's Total Surplus 
14 Surplus Member's Capacity Rate 
15 Surpl Memb CAP Rate Recv From Deficit Memb 
16 AEP Pool's Average Capacity Rate 

Formula 

(3) 

L1 I L 2  

L3 x L4 

Units I&;NI opco 

(4) (5) (6) 

($1 4,040,461,038 6,654,950,782 
(kW) 5,414,000 8,440,000 

WkW) $746 30 $788 50 
($/kWIMonth) 0.0 137 0.0137 

$10 22 $10 80 

(9 18,440,310 17,311,512 
(8) 6 , l  17,393 5,856,913 

L6 f L7 ($1 24,557,703 23,168,425 
L2 (kW) 5,414,000 8,440,000 

L8 I L9 WkW) $4 54 $2 75 

L5 f L10 WkW) $= $13.55 

Exhibit LPM-7, C7, L3 or L4 (kW) 108,900 2,368.700 
(%) 4 40% 95 60% 

L l  1 W k W )  $14 76 $13 55 
L13 X L14 WkW) $065 $W 

WkW) $E 

Revised Exhibit LPM-8 
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Kentucky Power Company 
Pol8aakion Control ~ n v ~ ~ o ~ ~ e f l ~ a ~  Facilities 

Rockport ~ f l v i ~ o ~ m e ~ ~ a ~  ~ ~ ~ ~ ~ a ~ ~ e  Calculations 
Revenue Req u1 i re me nt 

Cost Component Formulla 

(3) 

1 
2 Less: Accumulated Depreciation L1 X 3.52% 
3 Less: Accumulated Deferred Income Tax L1 X 1.3% 
4 Total Rate Base L1 - L2 - L3 

Rockport #I & #2 Activated Carbon Injection (ACI) Exhibit LPM-6, L6, C5 

5 
6 Monthly Weighted Average Cost of Capital L5112 
7 Monthly Return on Rate Base L4 X L6 

Weighted Average Cost of Capital for Aug. 201 1 Exhibit LPM-3, L5, C8 

(4) 

$23,405,482 
$823,873 
$304,271 

$22,277,338 

10.69% 
0.8908% 

$198,447 

L7 4- L9 $267,103 

15% 

L10 x L11 $40,065 

100% - Exhibit LPM-6, L6, C7 

"0 

Qperatinq Expenses 

8 Monthly Depreciation Expense 
9 Total Operating Expense 

10 Total Revenue Requirement Associated with 
Rockport ACI 

11 KPCo's Percentage of Rockport's upgrades 

12 KPCo's Portion of Rockport's upgrades 

13 Annualize 

14 AnnuaQized Revenue R e ~ u ~ r e ~ e ~ t  

L 2 l 1 2  $68,656 
$68,656 

L12 X L13 

Revised Exhibit LPM-'12 



Line 
- NO. 

(1) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

IO 

11 

12 

73 

14 

15 

16 

17 

18 

19 

Kentucky Power Company 
Pollution Control Environmental Facilities 
New Environmental Costs Associated with 

Allowance Inventory 

Description 

(2) 

Estimated Monthly CSAPR SO2 Allowance Inventory 

Estimated Monthly CSAPR NOx Allowance Inventory 

Estimated Monthly CSAPR SO2 Consumption Expense 

Estimated Monthly CSAPR NOx Consumption Expense 

Net Monthly Expenses (Consumption less Gains) 

Cash Working Capital Allowance (in accordance with ES FORM 3 13) 

Total Rate Base 

Annual Weighted Average Cost of Capital 

Return of Rate Base 

Estimated Monthly CSAPR SO2 Consumption Expense 

Estimated Monthly CSAPR NOx Consumption Expense 

Total Operating Expenses 

Total Revenue Requirement 

Annual Revenue Allocation Factor 

Subtotal 

I<Y Jurisdiction Revenue Allocation Factor 

Total KY Retail Revenue Requirement 

KY Jurisdiction 12- non nth Revenue 

Percent Change 

KPSC Case No 201 1-00401 
AG's First Set of Data Requests 

Dated January 13, 2012 
Item No. 28 

Attachment 1 
Page 13 of 15 

KY Retail 
Formula Rev Requirement 

(3) (4) 

KllJC 1-20 $ 425,976 

KllJC 1-20 $ 2,053 

L l l  I 1 2  $ 517,667 

L12 / 12 55 (54.167) 

L3 f L4 $ 463,500 

L5 I 8  $ 57,938 

L1 f L2 f L6 $ 485,967 

Exhibit LPM-3, L5, C8 10.69% 

L7 X L8 $ 51,950 

Wohnhas testimony $ 6,212,000 

Wohnhas testimony $ (650.000) 

L10 f L11 $ 5,562,000 

L9 f L12 $ 5,613,950 

Exhibit LPM-5, L15, C3 78.91% 

L13 X L14 $ 4,429,968 

98.9 1 % Exhibit LPM-5, L14, C3 

L15 X L16 $ 4,381,681 

Exhibit LPM-5, L13, C3 $ 569,593,245 

L17 I L18 0.77% 

Revised Exhibit LPM-13 



L ine  
- NO. 

(1) 

1 
2 
3 

4 

5 
6 
7 
8 

9 

10 

11 
12 
13 

Kentucky Power Company 
Pol lu t ion Cont ro l  Environmental  Faci l i t ies 

New Environmental  Costs  
Effect o n  Resident ia l  Customers 

Descr ip t ion  

(2) 

Annual Effect of New Environmental Pool Capacity Charges 
KPCo's Share of Rockport 
Total Environmental Cost 

KPCo's Average Retail Allocation for 12 months ended August 201 1 

Net Annual Impact on the Kentucky Retail Customers 
KY Retail Allowances 
KY Retail Revenue Requirement for Big Sandy Environmental Additions 
Total Environmental Projects in this Filing 

Billed Revenues for 12 months ended August 201 1 

Percent Increase 

Monthly Effect on a Residential Customers 
Annualize 
Annua l  Ef fect  o n  a Residential Customers 

Formula 

(3) 

Exhibit LPM-9, L14 
Exhibit LPM-12, L14 

L1 + L2 

Exhibit LPM-5, L 15, C3 

L3 x L4 
Exhibit LPM-13, L17, C4 
Exhibit LPM-2, L15, C3 

L5 3- L6 + L7 

Exhibit LPM-5, L13, C3 

L8 I L9 

Usage in IcWh: 

KPSC Case No 201 1-00401 
A G s  First Set of Data Requests 

Dated January 13 ,2012 
Item Na 28 

Attachment 1 
Page 14 of 15 

Annual  Percent 
Amoun t  Increase 

(5) (6) 

$306,612 
$480.780 
$787,392 

78.9 1 % 

$621,331 0 10% 
$4,381,681 0 77% 

$162,993.233 28.62% 
$1 67,996,245 29.49% 

$569.593.245 

29 49% 

1,000 
$ 28 88 

12 
L i l  x L12 $ 346.56 

Revised Exhibit LPM-14 



Kentucky Power Company 
New Environmental Costs 

Effect on Residential Customer 

KPSC Case No 20 1 1-00401 
AG's First Set of Data Requests 

Dated January 13,2012 
Item No. 28 

Attachment 1 
Page 15 of 15 

Rate - Now Approved Increase Increase - 
Service Charge ($/customer) $800 $ 8 0 0  $ 8 0 0  

Fuel Adjustment Charge for August 201 1 ($/kWh) ($0 0006513) $ (0 65) $ (0 65) 
Capacity Charge ($/kWh) $000097 $ 0 9 7  $ 0 9 7  
Demand-side Management ($/kWh) $0000774 $ 0 7 7  $ 0 7 7  
Home Energy Assistance Program ($/customer) $ 0 1 5  $ 0 1 5  

Subtotal 1 $ 95 14 $ 95 14 
Environmental Surchage for August 201 1 (Subtotal 1 x rate) 29277% $ 2 7 9  $ 3354 $ 3075 

Subtotal 2 $ 9 7 9 3  $ 12868 

Energy Usage ($/kWh) $00859 $ 8590 $ 8590 

$ 30.75 $ 36900 

$ 28.88 $ 34656 

Monthly Annual 
Rate - Now Approved Increase Increase - 

Service Charge ($/customer) $800 $ 8 0 0  $ 8 0 0  
Energy Usage ($/kWh) $00859 $ 11820 $ 11820 

Capacity Charge ($/kWh) $000097 $ 1 3 3  $ 133  
Demand-side Management (SlkWh) $0000774 $ 1 0 7  $ 107 
Home Energy Assistance Program ($/customer) $ 0 1 5 $  0 1 5  

Subtotal 1 $ 12785 $ 12785 
Enwonmental Surchage for August 201 1 (Subtotal 1 x rate) 29277% $ 3 7 4  $ 4506 $ 41 32 

$ 131 59 $ 17291 

Fuel Adjustment Charge for August 20 1 1 ($/kWh) ($0 0006513) $ (0 90) $ (0 90) 

Environmental Surchage for Aug 

Monthly effect on a Residential Customer $ 38.81 $ 46572 
Subtotal 2 

Pool Capital in $Ms 

Revised Workpaper LPM-14 





er Y 

Please provide the brealtdowri in tlie expected retuni on pension plan assets for AEP 
and/or KPCo. Specifically, please provide tlie expected retuiii on different assets classes 
(bonds, US stocks, interiiatioiial stocks, etc) used in deteiiiiitiing the expected return on 
plan assets. Please provide all associated source docuineiits and work papers. 

The source of tlie information was from the 2010 10K (provided as an attaclxneiit in 
response to AG 1-3 1) since the 20 1 1 version has not yet been released. Page 3 1 of 20 10 
10-I< is the sousce document. 

The pension plan assets had an assumed rate of return of 7.75% for 2011. 
breakdown by asset class for the total pension portfolio is as follows: 

The 

Marketable Equities 9.00% 
Real Estate 7.60% 
Fixed Incoiiie 5.75% 
Private Equity 10.50% 
Cash and Equivalents 3.00% 

It should be noted that the retunis assiinied are for large portfolios consistiiig of many 
securities. Assumptions used for any specific security or any given company would have 
a different risk profile than the portfolio and, tlius, would have a different expected 
retusn. 

The portfolio of marketable equities consists of stocks from firms with different capital 
sizes in many different industries aiid niarltets, both domestic and intewational. 
Fixed income assumption is for a portfolio of long duration bonds corisistiiig of a mixture 
of US Treasury securities, US goveiiment backed Ageiicy securities, and cosporate 
bonds. Cash and equivalents is assumed to be US Treasury securities, high-grade 
coimnercial paper, short-duration corporate securities, bank notes, aiid other types of 
liigli-qual ity liquid ins truineiits. 

TNESS: Rank K Wohdias 





SC Case NO. 2011-88401 
Attormey General’s 

ated January 13,2012 
Item No. 30 
Page 1 of 4 

Please provide tlie KPCo’s authorized and eai-ned return on cormiion equity over the past 
five yeas. Please show the figures used in calculating the eaiiied return 011 comiioii 
equity for each year, including all adjustments to net income a d o r  coinnioii equity. 
Please provide copies of all associated work papers and source documents. Please 
provide copies of the source documents, work papers, and data in both hard copy and 
electronic (Microsoft Excel) foiiiiats, with all data and foiinulas intact. 

Please see Attachments 1 and 2 l o  this response. Excel files with foiiiiulas intact are on 
the eiiclosed CD. 

WITNESS: Ranie K Woluhas 
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SC Case No. 2011-00401 

Dated January 13,26)12 
Item No. 31 
Page 1 of1 

Attorney Ge~ieral’s Hlnitial Set of 

UEST 

Please provide copies of the financial statements (balance sheet, income statement, 
statement of casli flows, and the notes l o  the financial statements) for AEP and/or KPCo 
for the past two years. Please provide copies of the financial statements in both hard 
copy and electronic (Microsoft Excel) formats, with all data and foimiulas intact. 

Kentucky Power objects to the request to the extent it seeks infoilnation regarding 
American Electric Power, Inc. (“AEP.”) AEP is not a party to this proceeding, and is iiot 
a utility subject to the jurisdiction of the Public Seivice Coinmission of Kentucky. AEP 
is not obligated to assist Kentucky Power in financing the proposed environmental 
projects in ICentucIy Power’s 20 1 1 Environnieiital Compliance Plan. Without waiving 
this objection, please see the files on the enclosed CD. For tlie 4thQ 2009 and the 1stQ 
and 211dQ of 2010, the Conipany’s electroiiic foimat was in Microsoft Word. 

WITNESS: Ranie I<. Wolmlias 





SC Case No. 20111-00401 
Att~rney General’s Initial Set of 

Dated January 13,2012 
Item No. 3% 
Page 1 of 19 

UEST 

Please provide: (1) all data, work papers, and source documents, and calculations used in 
developing KPCo’s capital structure used in determination of an overall rate of retulli in 
tlie ECP; (2) all details, including calculations, related to all adjustinelits made to tlie 
December 3 1 , 20 10 capital structure; and (3) tlie data and work papers in (1) and (2) in 
both l iad copy and electronic (Microsoft Excel) formats, with all data and foiinulas 
intact. 

KPCo used the capital structure and rate of return in the ECP that was approved by the 
KPSC in tlie last Eiivironniental Surcharge review, Case No. 2010-003 18, dated 
Septeinber 7,20 10. 

Kentucky Power’s calculated weighted average cost of capital for eiivirom~iental 
surcharge purposes was 8.03%. Please refer to Page 2 of 19 of the attaclment for support 
of the calculatioii. 

Tlie return on cornnion equity of 10.50% was used as ordered in Case No. 2009-003 16, as 
noted on Page 18 of 19 of the attaclment. 

Please see enclosed CD for the excel file with formulas intact and unprotected. 

ESS: Lila P Munsey 



1 Long Term Debt 
2 Short Term Debt 
3 Accts Receivable Financing 
4 Common Equity 

5 Total 

KPST, Case No. 201 1-00401 
Attorney General's Initial Data Requests 
Dated January 13, 2012 
Item No 32 
Page 2 of 19 

Weighted 
Percent Cost Average 

Capital Total Rate Percent 
Of  Percentage Cost 

(3) (4) (5 )  (6)=(4)x(5) 

$550,000,000 a 51.941 % 6.48% 3.37yo 
0.00% 

$43,588,933 4.. 1 16% 1.22% 0.05% 
$465,314,088 a 43.943% 10.50% 4.61 % 

$0 a 0.000% 0.83% b 

$1,058,903,021 '100.000% 8.03% 

a Book balance as of 4/30/2010 
b Average borrowing costs for the 12 Months Ended April 30, 2010 
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Kentucky Power Company 
Schedule of Short Term Debt 

Twelve Months Ended April 30, 2010 

Notes Payable 
Outstanding 

at the 
End of the Month 

(4) 

Line 
No. 
(1) 

Year 
(3) 

168,665,181 2009 1 

6,049,93 1 2 June 

July 

2009 

0 3 2009 

0 4 August 2009 

0 5 September 2009 

0 6 0ct.o ber 2009 

0 7 November 2009 

2009 

2010 

2010 

2010 

2010 

0 8 December 

0 9 January 

February 0 10 

0 11 March 

April 0 12 
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Day 
of 

Week Date 

511 I2009 
51212 00 9 
5/3/2009 
51412009 
51512009 
5/6/2009 
5/7/2009 
5/8/2009 
5/9/2009 

511 012009 
511 112009 
511 212009 
511 312009 
511 412009 
511 512009 
511 612009 
511 712009 
511 812009 
511 912009 
512012009 
512 112009 
512212009 
512312009 
512412 0 09 
512512009 
512612009 
512712009 
512812009 

Friday 512912009 
Saturday 513012009 

Sunday 513112009 
611 I2009 
61212009 
6/3/2009 
6/4/2009 
6/5/2009 
6/6/2009 
6/7/2009 
61812009 
6/9/2009 

611 012009 
611 112009 
611 212009 
611 312009 
611412009 
61 1 512009 
611 612009 
611 712009 
611 812009 
611 912009 
612 012 0 09 

Kentucky Power Company 
Short Term Debt Balance and Cost Calculation 

Twelve Months Ended April 30, 2010 

S-T 
Borrowed 
Balance 

(1 55,984,273.05) 
(1 55,989,506.24) 
(1 55,994,739.60) 
(1 57,192,293.41) 
(1 56,890,929.77) 
(1 57,429,225.18) 
(152,178,468.84) 
(1 62,118,16 1.66) 
(162,123,600.63) 
(162,129,039.78) 
(1 60,547,553.48) 
(1 58,800,954.65) 
(1 57,525,2 13.22) 
(158,593,159.72) 
(159,811,435.33) 
(1 59,815,097.67) 
(159,818,760.10) 
(157,281,849.90) 
(1 54,505,031.35) 
(150,315,503.17) 
(1 59,564,334.43) 
(1 60,576,859.47) 
(1 60,580,427.24) 
(160,583,995. IO) 
( I  60,587,563.04) 
(I  59,772,212.25) 
(I 65,632,260.62) 
( I  67,238,928.87) 
(168,665,181.33) 
(1 68,668,778.1 9) 
(168,672,375.13) 
(1 70,855,376.38) 
(I 69,394,397.39) 
(170,601,883.64) 
(l64,I  13,400.87) 
(1 63,560,314.02) 
(163,563,557.61) 
(163,566,801 “26) 
(1 74,108,041 “92) 
(1 72,153,241 ”34) 
(1 70,174,541 “58) 
(1 69,067,023.14) 
(167,91 1,054.47) 
(1 67,914,36 1.01) 
(1 67,917,667.61) 
(1 66,905,836.38) 
(166,894,057.18) 
(1 60,317,012.73) 

(35,268,928.72) 
(35,149,583.35) 
(35,358,038.04) 

Borrowed 
interest 

Rate 

1.21% 
1.21% 
1.21% 
1.21% 
1.21% 
1.21% 
1.21% 
1.21% 
1.21% 
1.21% 
1.21% 
0.92% 
0.92% 
0.83% 
0.83% 
0.83% 
0.83% 
0.83% 
0.83% 
0.83% 
0.83% 
0.80% 
0.80% 
0.80% 
0.80% 

0.76% 
0.76% 
0.77% 
0.77% 
0.77% 
0.74% 
0.74% 
0.71 % 
0.72% 
0.71% 
0.71% 
0.71% 
0.70% 
0.71% 
0.71% 
0.70% 
0.71% 
0.71% 
0.71% 
0.66% 
0.65% 
0 65% 
0.68% 
0.69% 
0 69% 

0.76% 

Weighted Average 
Borrowed 

Interest Rate 

0.022319% 
0.022320% 
0.022321 % 
0.022492% 
0.022449% 
0.022526% 
0.021774% 
0.0231 97% 
0.023197% 
0.0231 98% 
0.022972% 
0.017285% 
0.01 71 46% 
0.015500% 
0.015620% 
0.015620% 
0.015620% 
0.015372% 
0.01 51 01 % 
0.01469 1 % 
0.01 5595% 
0.015216% 
0.01521 7% 
0.0 1521 7% 
0.0 1521 7% 
0.014301% 
0.014885% 
0.0 1 5 1 24% 
0.015340% 
0.01 5341 % 
0.015341% 
0.0 14885% 
0.014758% 
0.014400% 
0.013909% 

0.013834% 
0.013834% 
0.014467% 
0.014497% 
0.0 14274% 
0.0 14 1 00% 
0.01 41 02% 
0.014102% 
0.0141 03% 
0.0 1305 1 % 
0.012861 % 
0.01 2397% 
0.002839% 
0.002866% 
0.002883% 

0.013834% 



Day 
O f  

Week Date 

612112009 
612212009 
612312009 
612412009 
612 512 0 09 
612612009 
612712009 
612812009 
612912009 

Tuesday 6i3012009 
711 I2009 
7/2/2009 
7/3/2009 
7/4/2009 
7/5/20 0 9 
7/6/2009 
7/7/2009 
7/8/2009 
71912009 

i l l  012009 
711 1 I2009 
711 212009 
711 312009 

i l l  512009 
711 612009 
i l l  712009 
711 812009 
711 912009 
712012009 
712 112009 
712212009 
712312009 
712412009 
712 5/20 0 9 
712612009 
712712009 
712812009 
712912009 
713012009 

Friday 713Il2009 
811 I2009 
8/2/20 0 9 
81312009 
8/4/2009 
8/5/2009 
8/6/2009 
8/7/2009 
8/8/2009 
81912009 

811 012009 

711 4,12009 

KPSC Case No. 20 11-00401 
Attorney General’s Initial Data Requests 
Dated January 13, 2012 
Item No 32 
Page 6 of 19 

Kentucky Power Company 
Short Term Debt Balance and Cost Calculation 

Twelve Months Ended April 30,2010 

s -T 
Borrowed 
Balance 

(35,358,714.05) 
(31,529,878.1 1) 
(35,257,272.96) 
(34,480,625.60) 

(6,123,350.60) 
(6,467,090.36) 
(6,467,219.85) 
(6,467,349.34) 
(5,948,156.76) 
(6,049,931.46) 
(5,929,044.05) 
(5,659,741.28) 
(5,802,435.33) 
(5,802,547.74) 
(5,802,660.1 5) 
(7,504,296.51) 
(5,301,210.47) 
(8,141,841 “22) 
(9,740,706.42) 
(7,643,029.75) 
(7,643,180.37) 
(7,643,331 .OO) 
(6,389,928.06) 

(477,708.1 3) 

(1,580,038.90) 
(844,103 60) 
(844,118.40) 
(844,133.20) 

(5,216,279.15) 

(5 14,732.02) 
(2,995,268.22) 
(2,995,320.12) 
(2,995,372.02) 
(4,626,757 56) 
(4,501,719.24) 
(2,107,619.43) 

Borrowed 
Interest 

Rate 

0.69% 
0.70% 
0.70% 
0.71% 
0.72% 
0.72% 
0.72% 
0.72% 
0.72% 
0.72% 
0.72% 
0.70% 
0.70% 
0.70% 
0.70% 
0..70% 
0.70% 
0.70% 
0.71% 
0.71% 
0.71% 
0.71% 
0.71 yo 
0.72% 
0.63% 
0.64% 
0.63% 
0.63% 
0.63% 
0 62% 

0.63% 

0.62% 
0.62% 
0.60% 

0.61% 

0.62% 

0 61% 

(4,035,990.53) 0 62% 

Weighted Average 
Borrowed 

Interest Rate 

0.002883% 
0.002632% 
0.002935% 
0.00291 7% 
0.000520% 
0.000552% 
0.000552% 
0.000552% 
0.000508% 
0.00051 7% 
0.000504% 
0.000468% 
0.000479% 
0.0 00479% 
0.000479% 
0.000622% 
0..000439% 
0.000676% 
0.000814% 
0.000642% 
0.000642% 
0.000642% 
0.000537% 
0.000041% 
0.000000% 
0.0001 19% 
0.000063% 
0.000063% 
0.000063% 
0.000384% 
0.000000% 
0.000000% 
0.000038% 
0.000221% 
0.000221% 
0.000221 % 
0.000327% 
0.000326% 
0.0001 53% 
0.000000% 
0.000000% 
0.000000% 
0..000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000297% 
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QaY 
of 

Week Date 

811 112009 
811212009 
811 312009 
811 412009 
811 512009 
811 612009 
811 712009 

8t1~12009 
811 812009 

812012009 
8121l2009 
812212009 
812312009 
812412009 
812512 0 09 
812612009 
812 712 0 09 
8/28/2009 
812 9/20 09 
813012009 

Monday 8/31/2009 
9l112009 
9/2/20 0 9 
91312009 
9/4/20 0 9 
91512009 
91612 00 9 
9/7/2009 
91812009 
91912009 

911 012009 
911 112009 
911 212009 
911 312009 
9114l2009 
911 512009 
911 612009 
911 712009 
911 812009 
911 912009 
912 012 009 
912 112009 
912212 0 0 9 
9/23/20 09 
9/24/2009 
912512009 
912612009 
912712009 

9/29/2009 
Wednesday 9l3012009 

912a12009 

Kentucky Power Company 
Short Term Debt Balance and Cost Calculation 

Twelve Months Ended April 30,2010 

s -T Borrowed Weighted Average 
Eorrowed interest Borrowed 
Balance Rate interest Rate 

(2,093,013.12) 0.62% 0.000154% 

o.aaoooo% 
a.oooooo% 

(926,592.74) 0.62% 0.000068% 
0.000000% 

0.000000% 
0.000000% 
0.000000% 
0.000000% 

0~000000% 
0.000000% 
0.000000% 
0.000000% 

0.000000% 
0.000000% 
0.000000% 

0.000000% 
0.000000% 

0.000000% 
0”000000% 
0.000000% 
0.000000% 

0.000000% 
0.000000x 
0.000000% 
0.000000% 
0.000000% 
0.000000% 

0.000000% 
0.000000% 
0.000000% 
0 000000% 

0.000000% 
0.000000% 

0.000000% 
0.000000% 

(1,436,766.12) 0 27% 0.000045% 

o.oaoooo% 

a.oooooo% 

0.000000% 

o.oaoooo% 

o.oaoooo% 

o.oaoooo% 

o.aomoo% 

o.ooooao% 

(2,091,727 48) 0.31% 0 . 0 0 0 ~ 7 6 ~ ~  
(2,091,745.2’7) 0.31% 0.1100076% 
(2,091,763.05) 0.31% 0.000076% 

0.000000% 
0.000000% 
0.000000% 



Date 

1011 12009 
10/2/2009 

10/4/2009 
10/5/2009 
10/6/2009 
10/7/2009 
1 0/812009 
10/9/2009 

1011 012009 
1011 1/2009 
1011212009 
1011 312009 
1011 412009 
1011 512009 
10/16/2009 
1011 712009 
1011 812009 
loll 912009 
10/20/2009 
10/21 12009 
10/22/2009 
10123/2009 
10/24/2009 
10/25/2009 
10126/2009 
10127/2009 
10/28/2009 
10/29/2009 

Friday 10/30/2009 

1 1 /I 12009 
1 1 /2/2009 
7 1/3/2009 
1 11412009 
1 115/2009 
11/6/2009 
11/7/2009 
1 1/8/2009 
1 1 /9/2009 

1 1 /I 012009 
1111 112009 
1 111 212009 
1 1 I1 312009 
1111412009 

1 111 612009 
1 1 I1 712009 
1 111 812009 
11/19/2009 
11/2012009 

I 0/3/2aog 

Saturday 10/31/2009 

'I i / i w a o g  

KPSC Case No 20 1 1-0040 1 
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Kentucky Power Company 
Short Term Debt Balance and Cost Calculation 

Twelve Months Ended April 30, 2010 

S -T Borrowed Weighted Average 
Borrowed Interest Borrowed 
Balance Rate Interest Rate 

(1,477,483.62) 0.28% 

(7,081,693.65) 0.25% 

(1,228,065.87) 0.20% 

0.000000% 
0.000000% 
0.000000% 
o.ooooao% 
0.ooao49% 
0.000000% 
0.000209% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 

0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 

o.oooaoo~o 

o.oooaoo% 
o.oaoooo% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.00000Q% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0 000000% 
0.000000% 
0.000000% 
O.000000% 
0.000000% 
0.000007% 



Bay 
Of 

Week Date 

11/21/2009 
11/22/2009 
11/23/2009 
11/24/2009 
1 1 /25/2009 
1 1 /26/2009 
1 1 /27/2009 
11/28/2009 
11/29/2009 

Monday 11/30/2009 
1211 12009 
12/2/2009 
12/3/2009 
12/4/2009 
12/5/2009 
12/6/2009 
12/7/2009 
12/8/2009 
12/9/2009 
1211 012009 
1211 112009 
1211 212009 

12/14/2009 
1211 512009 
1211 612009 
1211 712009 
1211 812009 
1211 912009 
12/20/2009 
12/21/2009 
12/22/2009 
12/23/2009 
12/24/2009 
12/25/2009 
12/26/2009 
12/27/2009 
12/28/2009 
12/29/2009 
12/30/2009 

Thursday 12/39/2009 
1 I I I20 1 0 
1/2/20 1 0 
1/3/20 1 0 
1/4/20 1 0 
1/5/20 1 0 
1/6/20 1 0 
1 /7/2Q 1 0 
1/8/2010 
1/9/20 1 0 
1 /I 0/2010 

1211 312009 

KPSC Case No 20 1 1-0040 1 
Attorney General's Initial Data Requests 
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Kentucky Power Company 
Short Term Debt Balance and Cost Calculation 

Twelve Months Ended April 30,2010 

S -T 5orrowed Weighted Average 
Bo rrowed Interest Borrowed 
Balance Rate Interest Rate 

(1,771,470.22) 
(1,771,479.22) 
(1,771,488.22) 

(250,061 "40) 
(1,367,337.73) 
(2,190,054.42) 
(2,190,067.68) 
(2,190,080 94) 
(2,190,094.20) 

(1,159,134.70) 

(485,336 84) 
(485,339 69) 
(485,342.55) 
(485,345.40) 
(497,293.1 8) 

(3,077,420.39) 
(5,361,441 55) 

0.18% 
0.18% 
0.18% 
0.2 1 % 
0.21% 
0.21% 
0 22% 
0.22% 
0.22% 
0.22% 

0.21% 
0.2 1 % 
0 21% 
0.21% 
0.18% 
0.1 9% 
0.16% 

(4,228,072.74) 0.20% 0.000007% 
(1,228,079.60) 0.20% 0.000007% 

0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 

0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 

0.000000% 

0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.00001 0% 
0.000010% 
0.000010% 
0 000007% 
0.000002% 
0.000009% 
0.000014% 
0.00001 4% 
0.000014% 
0.000014% 
0.000000% 
0.000000% 
0.000000% 
0.000003% 
0 000003% 
0.000003% 
0.000003% 
0.000003% 
0.00001 8% 
0.000026% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 

o.oooaoo% 

o.oaoooo% 

o"ooooao% 



Day 
Of 

Week Date 

111 1/2010 
1/12/2010 
1 /I 31201 0 
1 /I 41201 0 
1 /I 51201 0 
1 /I 6/20 1 0 
1 /I 71201 0 
111 81201 0 
1 /I 91201 0 
I /20/20 10 
1 121 120 10 
1/22/20 10 
1/23/2010 
1/24/20 10 
1/25/20 10 
1 126120 10 
1/27/20 10 
1 /28/2010 

Friday 1/29/2010 
1/30/2010 
1 13 1 I201 0 
211 120 10 
2121201 0 
2/3/2010 
2/4/20 1 0 
2/5/20 1 0 
2/6/20 1 0 
2/7/2010 
2/8/20 1 0 
2/9/2010 

211 0120 10 
211 1/2010 
211 21201 0 
211 31201 0 
2/14/2010 
211 5/20 10 
211 6/20 10 
211 7/20 10 
2/18/2010 
211 91201 0 
2/20/2010 
2/21 I201 0 
2/22/2010 
2/23/2010 
2/24/20 10 
2/25/2010 

Friday 2/26/2010 
2/27/2010 
2/28/2010 
3/1/2010 
3/2/2010 

KPSC Case No. 201 1-00401 
Attorney General's Initial Data Requests 
Dated January 13, 2012 
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Kentucky Power Company 
Short Term Debt Balance and Cost Calculation 

Twelve Months Ended April 30,2010 

s -7- 
Borrowed 
Ealance 

(1 1,883,473.94) 
(1 1,419,024.83) 

(9,707,792.90) 
(6,808,713.60) 
(6,397,257.56) 
(6,397,282.29) 
(6,397,307.02) 
(6,397,331.75) 

(3,722,401 5 9 )  
(3,759,311.75) 
(1,994,728.69) 

(1,994,746.21) 
(988,701.47) 

(1,994,737.45) 

(2,214,719.03) 
(805,285.95) 
(805,289.62) 
(805,293.30) 
(428,347.46) 
(680,235.63) 

(4,213,807.73) 
(2,547,693.73) 
(1,854,505 35) 
(1,854,514.23) 
(I  ,854,523.1 1) 
(9,807,778.43) 
(7,084,567.21) 
(5,257,465.72) 
(5,218,293.36) 

(700,582.98) 
(700,586.14) 
(700,589.29) 
(700,592.45) 

(1,310,4.32.30) 
(1,310,438.21) 
(1,310,444.. 12) 

(4,261,405.22) 
(2,984,115.84) 
(2,984,144.32) 
(2,984,172 80) 
(3,025,500.39) 
(1,464.,631 97) 

Borrowed 
Interest 

Rate 

0.14% 
0.13% 
0.14% 
0.13% 
0.14% 
0.14% 
0.14% 
0.14% 

0.17% 
0.17% 
0.16% 
0.16% 
0.16% 
0.15% 

0.14% 
0.16% 
0.16% 
0.16% 
0.18% 
0.18% 
0.17% 
0.15% 
0.17% 
0.17% 
0.17% 
0.16% 
0.16% 
0.16% 
0.16% 
0.16% 
0.16% 
0.16% 
0.16% 

0.16% 
0.16% 
0.16% 

0 18% 
0.34% 
0 34% 
0.34% 
0.34% 
0.34% 

Weighted Average 
Borrowed 

Interest Rate 

0.000048% 
0.000046% 
0.000039% 
0.000027% 
0.000027% 
0.000027% 
0.000027% 
0.000027% 
0.000000% 
0.00001 9% 
0.00001 9% 
0.000009% 
0.000009% 
0.000009% 
0.000004% 
0.000000% 
0.000000% 
0.00001 0% 
0.000004% 
0.000004% 
0.000004% 
0.000002% 
0.000004% 
0.000022% 
0.000012% 
0.00001 0% 
0.00001 0% 
0.00001 0% 
0.000048% 
0.000033% 
0.000025% 
0.000025% 
0.000003% 
0.000003% 
0.000003% 
0.000003% 
0.000000% 
0"000000% 
0.000000% 
0.000006% 
0.000006% 
0.000006% 
0~000000% 

0.000000% 
0.000023% 
0 00003 1 % 
0.000031% 
O.OO003 I % 
0.000031 % 
0.0000 15% 

o.oooaoo% 



Day 
Of 

Week Date 

3/3/20 1 0 
3/4/2010 
3/5/2010 
3/6/20 1 0 
3/7/20 1 0 
3/8/2010 
3/9/20 1 0 

311 0120 10 
311 1/2010 
3/12/2010 
311 3/20 10 
311 4/20 10 
311 51201 0 
311 6/20 1 0 
3/17/2010 
311 81201 0 
311 91201 0 
3/20/20 1 0 
312 1 120 1 0 
3/22/2010 
3/23/2010 
3/24/20 1 0 
3/25/20 10 
3/26/2010 
3/27/20 10 
31281201 0 
3/29/20 10 
3/30/2010 

Wednesday 3/31/2010 
4/1/2010 
4/2/20 1 0 
4/3/2010 
4/4/2010 
4/5/20 1 0 
4/6/2010 
4/7/20 1 0 
4/8/2010 
4/9/20 1 0 

411 01201 0 
411 1 120 10 
411 2/20 1 0 
411 31201 0 
411 4/20 1 0 
411 5/20 1 0 
411 6/20 10 
411 7/2010 
411 8/20 10 
411 9/20 1 0 
4/20/20 10 
412 1 I201 0 
4/22/20 10 
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Kentucky Power Company 
.§hart Term Debt Balance and Cost Calculation 

Twelve Months Ended April 30,2010 

S -T Borrowed Weighted Average 
Borrowed Interest Borrowed 
Balance Rate Interest Rate 

(1,891,591.87) 0.09% 

(69,238.00) 0.13% 
(857,840.76) 0.12% 

(1,529,870.38) 0.1 1% 
(285,013.90) 0.12% 
(285,014.86) 0.12% 
(285,015.82) 0.12% 

(1,965,701.90) 0.35% 
(529,098.82) 0.34% 

(1,965,631 "57) 0.35% 
(1,965,650.42) 0 35% 
(1,965,669.27) 0.35% 
( I  ,017,014.80) 0.14% 

(292,942.63) 0.13% 

(2,587,701 61) 0.19% 

(3,386,774.1 1) 0.34% 0.000035% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000005% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000003% 
0.000000% 
0.000005% 
0.00000 1 % 

o.oooooloh 
0.000000% 

0.000000% 
0.000000% 
0.000000% 
o.ooo0oox 
0.000000% 
0.000000% 

0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000020% 
0.000005% 
0.000000% 
0.000000% 

0.000020% 
0.000020% 
0.000004% 
0.00000 1 % 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.000000% 
0.00001 5% 

O.o00001% 

0.000000% 

o.oooooo% 

0.000020% 



Day 
of 

Week Date 

4/23/20 10 
4/24/20 10 
4/25/2010 
4/26/2010 
4127120 10 
4/28/2010 
4/29/20 10 

Friday 413012010 

Sum Total 
All Daily 
Balances 

KPSC Case No 201 1-00401 
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Kentucky Power Company 
Short Term Debt Balance and Cost Calculation 

Twelve Months Ended April 30,2010 

s -T Borrowed Weighted Average 
Borrowed Interest Borrowed 
Balance Rate Interest Rate 

(2,955,369.58) 0.2 1 % 0.00001 8% 
(2,955,386.50) 0.21% 0.00001 8% 
(2,955,403.43) 0.21% 0.00001 8% 
(2,445,023.08) 0.21% 0.00001 5% 

(246,774.76) 0.14% 0.000001 % 
0.000000% 
o.ooooao% 
0.000000% 

($8,440,983,819.62) 

Divided By 
Nuinher of 

Days in Year 365 

Average 
Daily 

Balance ($23,125,983.07) 

Sum Total 
Weighted Average 

Borrowed 
0.8300% Interest Rate 
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Kentucky Power Company 
Accounts Receivable Financing 

Thirteen Months Ending April 30, 2010 

KP -Actual Carrying Cost Incurred AEP Credit -Internal Cost Incurred 
Previous 
Month's 
Average KPCo Actual Cost of 

Daily Days Total Actual Capital as a % 
Daily AEP Credit - Internal AIR Cost of Qutstandi Discount Carrying Cost of Total AIR 

B a I a n c e 
AIR 

(a) (b) (c) = (a) x (b) (d) ( e )  (0 (9) = (e) x (0 (h) = (d) x (9) (i) = (h) (a) 
Balance Cost of Capital cost  Factored Capital ng  Factor Incurred Date 

0 001265 1,642 57 
0001285 2.651 98 
0001285 2.701 53 

0001504 2,561 43 
0001504 2,960 04 
0001464 1,496 84 
0001464 1.655 91 
0 001464 2 290 85 
0 000000 0 00 
0 000000 0 00 
0 001464 2.164 82 
0001464 1.71965 
0 001464 2 557 17 

0 000065 
0 000185 
0 000000 
0 000000 
0 000058 
0 000037 
0 000056 
0 000043 
0 000054 
0 000000 
0 000000 
0 000000 
0 000038 
0 000057 
0 000061 
0 000050 
0 000000 
0 000000 
0 000042 
0 000046 
0 000062 
0 00004 1 
0 000039 
0 000041 
0 000000 
0 000000 
0 000042 
0 0001 03 
0 000087 
0 000067 
0 000068 
0 000000 
0 000000 
0 000074 
0000159 
0 000034 
0 000053 
0 000040 
0 000000 
0 000000 
0 000048 
0 000031 
0 000039 
0 000044 
0 000035 
0 000000 
0 000000 
0 000025 
0 000033 
0 000032 
0 000029 
0 000046 
0 000000 
0 000000 
0 000000 
0 000028 
0 000045 
0 000071 
0 000071 
0 000000 
0 000000 
0 000073 
0 000074 
0000182 
0 000044 
0 000052 
0 000000 
0 000000 
0 000075 
0 000045 
0 000057 
0 000047 
0 000054 
0 000000 
0 000000 
0 000057 
0 000065 
0 000038 
0 000043 
0 000059 
0 000000 
0 000000 
0 000057 
0 000047 
0 000068 
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Kentucky Power Company 
Accounts Receivable Financing 

Thirteen Months Ending April 30, 2010 

AEP Credit ~ internal Cost Incurred KP -Actual Carrying Cost incurred 
Previous 
Month's 
Average KPCo Actual Cost of 

Daily Days Total Actual Capital as a % 
AIR Daily AEP Credit - Internal AIR Cost of Outstandi Discount Carrying Cost of Total AIR 

Date Balance Cost of Capital cost Factored Capital ng Factor Incurred Balance 
(a) (h) (C) = (a) x (b) ( 4  ( e )  (0 (9) = (e) x (0 (h) = (d) x (9) (1) = (h) I (a) 

0 001464 2,321 92 
0 001464 4.455_80 
0 000000 0 00 
0 000000 0 00 
0 001464 2,372 92 
0 001 464 5,20202 
0001464 2,904 31 
0 001464 
0 000000 0 00 
0 000000 0 00 
0 000000 0 00 
0 001464 3.455 25 
0001464, 2.187 62 

0001025 2.037 9_5 
0001025 1.745 06 
0 000000 0 00 
0 000000 0 00 
0 001025 1,461 41 
0 001025 2,241 01 
0 001025 2,257 99 
0 001025 1,799 66 
0 001025 1,544 31 
0 000000 0 00 

11 ,I 8'J 29 

0 001025 2,281-JO 

0 000000 000 
0 001025 1,77338 
0001025 1,579 07 
0 001025 1.464 67 
0 001025 1,404 10 
0 000000 0 00 
0 000000 0 00 
0 001025 1,639 GO 
0 001025 1,651 86 
0001025 2,867 21 
0 000996 3,052 81 
0 000996 2,467 74 
0 000996 2,408 Op 
0 000000 0 00 
0 000000 0 00 
0 000996 l,GO> 88 
0 0009%' 3,899 67 
0 000996 1,728 52 
0 000996 7,568 87 
0001011 1,452 37 
0 000000 0 00 
0 000000 0 00 
0001011 1,575 31 
0 00101 1 1,314 04 
0 000982 1.576'55 
0 000982 1,763 93 
0 000982 1.686 83 
0 000000 0 00 
0 000000 0 00 
0 000982 1,278 26 
0 000982 1,692 07 
0 000982, 1,280 83 
0 000982 1,12387 
0 000982 1,094 54 
0 000000 0 00 
0 000000 0 00 
0 000982 1,344 57 
0 000982 1,16323 
0 000953 3,017 68 
0 000953 1,779 23 
0 000953 2,961 48 
0 000000 0 00 
0 000000 0 00 
0 000953 1,962 17 
0 000953 1,18369 
0 000953 7,269 36 
0 000953 2 354 95 
0 000953 1622 17 
0 000000 0 00 
0 000000 0 00 
0 000000 0 00 
0 001090 1,307 90 
0 001090 1.667 96 
0 001090 1.164 49 
0 001090 1.966 92 
0 000000 0 00 
0 000000 0 00 
0 001090 1.786 16 
0001090 1,782 03 
0 001090 1,055 24 
0 001090 1,388 13 

0 000061 
0 000112 
0 000000 
0 000000 
0 000059 
0000123 
0 000067 
0 000226 
0 000000 
0 000000 
0 000000 
0 000069 
0 000045 
0 000047 
0 00004 1 
0 000036 
0 000000 
0 000000 
0 000030 
0 000051 
0 000051 
0 00004 1 
0 000036 
0 000000 
0 000000 
0 000042 
0 000039 
0 000036 
0 000035 
0 000000 
0 000000 
0 000040 
0 000040 
0 000067 
0 000069 
0 000055 
0 000052 
0 000000 
0 000000 
0 000035 
0 000082 
0 000036 
0 000140 
0 000027 
0 000000 
0 000000 
0 000029 
0 000024 
0 000030 
0 000037 
0 000036 
0 000000 
0 000000 
0 000028 
0 000037 
0 000030 
0 000027 
0 000027 
0 000000 
0 000000 
0 000033 
0 000029 
0 000071 
0 000042 
0 000067 
0 000000 
0 000000 
0 000044 
0 000027 
0 000 145 
0 000046 
0 000032 
0 000000 
0 000000 
0 000000 
0 000026 
0 000034 
0 000024 
0 000041 
0 000000 
0 000000 
0 000038 
0 000038 
0 000023 
0 000035 
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Kentuclcy Power Company 
Accounts Receivable Financing 

Thirteen Months Ending April 30,2010 

I<P -Actual Carrying Cost Incurred AEP Credit - Internal Cost Incurred 
Previous 
Month's 
Average KPCo Actual Cost of 

Daily Days Total Actual Capital as a % 
Daily AEP Credit - Internal AIR Cost of Outstandi Discount Carrying Cost of Total AIR AIR 

(a) (b) (c) = (a) x (b) (d) (e) (0 (9) = (e) x (0 (11) = (d) x (9) (i) = (h) (a) 
Balance Cost of Capital cost Factored Capital ng Factor Incurred Balance Date 

11/02/2009 
11/03/2009 
11/04/2009 
11/05/2009 
11/06/2009 
11/07/2009 
11/08/2009 
11/09/2009 
11/10/2009 
11/11/2009 
1 1 /12/2009 
11/13/2009 
11/14/2009 
11/15/2009 
11/16/2009 
11/17/2009 
11/18/2009 
11/19/2009 
11/20/2009 
11/21/2009 
11/22/2009 
11/23/2009 
11/24/2009 
11/25/2009 
11/26/2009 
11/27/2009 
11/28/2009 
11/29/2009 
11/30/2009 
1 2 0  1/2009 
12/02/2009 
12/03/2009 
12/04/2009 
12/05/2009 
12/06/2009 
12/07/2009 
12/08/2009 
12/09/2009 
12/10/2009 
12/11/2009 

1 489,426 81 0 000031 
1,476,660 55 0 000031 
1 593,750 73 0 000031 
1,355.926 67 0 000031 
1,339,011 85 0000031 

000 0000031 
000 0000031 

1 465,800 89 0 000031 
1,401,524 29 0 000031 
1,075.353 31 0000031 
1,170,787 39 0 000031 

000 0000031 
000 0000031 

1,373,039 98 0 000031 
1,240,360 46 0 000031 
1,514,34524 0000031 
4,246 934 02 0 00003 

000 000003 
000 000003 
000 000003 
000 000003 

2 057,156 58 0 00003 
1,123,580 96 000003 
5,650,441 89 0 00003 
2,626,341 84 0 00003 

000 000003 
000  000003 

1 927,663 61 0 00003 
1,178,674 80 0 00003 
1 238,458 10 0 00003 
1,384,383 48 0 00003 
1,121,36947 000003 
1 272,352 28 0 00003 

29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 
29 13 

0 001090 1,089 24 

0 000000 0 00 
0 001090 746 44 

0001057 1,11345 
0 001057 1,242 02 
0 001057 2,533 41 
0 000000 0 00 
0 000000 0 00 
0 00 1057 1,45930 
0 001057 1.81585 
0001057 1.5T-77 
0001057 2228 9G 
0 001057 2.665 83 

0 000000 0 00 
0001057 1,587 35 
0001057 1,282.07 
0 001 160 6.363 61 
0 001 160 1,527_55 

0 000000 0 00 
0 000000 0 00 
0001160 1 , 5 6  20 
0 001 160 1,967 86 
0 001 160 1.816 83 
0 001 160 1,51586 
0 001 160 1,651-32 
0 000000 0 00 
0 000000 0 00 
0 001 160 1,517 Ll 
0 001 160 1,412 91 
0 001 160 1.471 04 
0 001 160 2.161 32 
0 001 160 2,026 55 
0 000000 0 00 

0 001160 3.093 08 

0 001 124 3L<22 52 
0 001 I24 1.745 12 
0 001 I24 2,308 94 
0 000000 0 00 
0 000000 0 00 
0 001 124 2,120 17 
0001124 5.812 07 
0 001 124 2,124 20 
0 001 124 1,996 55 
0 000903 1,154 82 
0 000000 0 00 
0 000000 0 00 

0 000000 0.00 

0 001090 1.0~7_80 

0 000000 . OO! 

0001160 . 2,22345 

0 000000 0 00 

0 001 160 2,095 97 

0 000903 1,344 95 
0 000903 1,333 42 
0 000903 1,439 16 
0 000903 1,224 40 
0 000903 1.2[)9 13 
0 000000 0 00 
0 000000 0 00 
0 000903 1,323 62 
0 000903 1,265 58 
0 000903 971 04 
0 000903 1,057 22 
0 000000 0 00 
0 000000 0 00 
0 000903 1,239 86 
0 000903 1,120 05 
0 000903 1.367 45 
0 000874 3,711 82 
0 000000 0 00 
0 000000 0 00 
0 000000 0 00 
0 000000 0 00 
0 000874 1,797 95 
0 000874 982 01 

29 13 0000874 4,938 49 
29 13 0000874 2,297 17 
29 13 0000000 0 00 
29 13 0000000 0 00 
3565 0001070 2,062 GO 
29 13 0000874 1030 16 
3565 0001070 1,325 15 
3565 0001070 1,481 29 
3565 0001070 119987 
3565 0001070 1.361 42 

0 000028 
0 000000 
0 000000 
0 000020 
0 000030 
0 000031 
0 000034 
0 000068 
0 000000 
0 000000 
0 000039 
0 000049 
0 000042 
0 000056 
0 000068 
0 000000 
0 000000 
0 000041 
0 000034 
0000153 
0 000037 
0 000053 
0 000000 
0 000000 
0 000038 
0 000048 
0 000045 
0 000037 
0 00004 1 
0 000000 
0 000000 
0 000037 
0 000036 
0 000043 
0 000062 
0 000057 
0 000000 
0 000000 
0 000083 
0 000056 
0 000088 
0 000044 
0 000057 
0 000000 
0 000000 
0 000052 
0 000132 
0 000048 
0 000044 
0 000026 
0 000000 
0 000000 
0 000030 
0 000030 
0 000033 
0 000028 
0 000028 
0 000000 
0 000000 
0 000030 
0 000032 
0 000026 
0 000029 
0 000000 
0 000000 
0 000033 
0 000030 
0 000037 
0 000093 
0 000000 
0 000000 
0 000000 
0 000000 
0 000044 
0 000024 
0 000 1 10 
0 000050 
0 000000 
0 000000 
0 000045 
0 000023 
0 000029 
0 000033 
0 000027 
0 000031 
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Kentucky Power Company 
Accounts Receivable Financing 

Thirteen Months Ending April 30, 2010 

AEP Credit - Internal Cost Incurred KP ~ Actual Carrying Cost Incurred 
Previous 
Month's 
Average KPCO Actual Cost of 

Daily Days Total Actual Capital as a % 
AIR Dally AEP Credit ~ Internal AIR Cost of Outstandi Discount Carrying Cost of Total AIR 

Date Balance Cost of Capital cost Factored Capital ng Factor Incurred Balance 
(a) (4  (f) (9) = (e) x (f) (h) = ( 4  x (9) (i) = (h) (a) 

12/12/2009 
12/13/2009 
12/14/2009 
12/15/2009 
12/ 16/2009 
12/ 17/2009 
12/18/2009 
12/19/2009 
12/20/2009 
12/21/2009 
12/22/2009 
12/23/2009 
12/24/2009 
12/25/2009 
12/26/2009 
12/27/2009 
12/28/2009 
12/29/2009 
12/30/2009 
12/31/2009 
01/01/2010 
0 1 /02/20 IO 
01 /03/2010 
01/04/2010 
0 1 /05/20 10 
01/06/2010 
0 1/07/2010 
01/08/2010 
01/09/2010 
01/10/2010 
01/11/20 IO 
0 1/12/2010 
0 1/13/20 10 
01/14/2010 
0 1/15/2010 
01/16/2010 
0 1 / 17/20 10 
01/18/2010 
01/19/2010 
0 1 /20/20 10 
01/21/2010 
01/22/20 10 
0 1 /23/2010 
01/24/2010 
0 1 /25/2010 
0 1/26/20 IO 
0 1 /27/20 10 
01/28/20 10 
0 1/29/20 10 
01/30/2010 
01/31/2010 
02/01/2010 
02/02/20 10 
02/03/2010 
02/04/2010 
02/05/20 IO 
02/06/2010 
02/07/2010 
02/08/2010 
02/09/2010 
02/10/2010 
0 2 1  1/2010 
02/12/2010 
02/13/2010 
02/ 14/2010 
02/15/2010 
02/16/2010 
02/1 7/2010 
02/18/2010 
02/19/20 10 
02/20/2010 
02/21/2010 
02/22/2010 
02/23/2010 
02/24/2010 
02/25/2010 
02/26/2010 
02/27/20 10 
02/28/2010 
03/01/2010 
03/02/2010 
03/03/20 10 
03/04/2010 
03/05/2010 
03/06/2010 

0 00 
0 00 

1769,079 07 
1,884,367 10 
1,048,835 54 
1,379,650 33 

0 00 
0 00 

1,064,326 03 
1,340,560 83 

857.046 15 
184,523 06 

0 00 
0 00 
0 00 
0 00 

1,872,142 22 
2,546,84722 
3,685,135 09 
2,734,835 17 

0 00 
0 00 
0 00 

1,909,482 86 
5,539.096 23 
2,504,333 93 
1,736,168 15 
2,046,255 69 
2,921,12303 
2,439,843 70 

0 00 
0 00 

1,987,109 56 
2,254.131 97 

0 00 
0 00 

2 51 1,281 89 
2,660,867 94 
2,324,923 83 
1,472,420 43 
1,809,490 51 
2,028,991 74 
1,450,371 36 

0 00 
0 00 

1,850,139 98 
2,047,548 49 
2,869,904 58 
3,496,661 21 

0 00 
0 00 

3,059,419 64 
6,531,797 26 
1,854,554 98 
2,227,885 62 
1,850,255 31 
2,471,246 95 
1,856,184 30 

0 00 
0 00 

1.938.342 86 
2,604,325 54 
1,960,348 32 

0 00 
0 00 

2,437,487 79 
2,598,439 59 
1,520,040 28 
1.887.156 49 
1770,731 96 
1,538,852 66 
1,486,051 97 

0 00 
0 00 

1,664.327 00 
2,240,919 71 

0 00 
0 00 

4,288,707 35 
2,980,503 76 
4,327,106 27 
6,409.911 35 
1,544.383 99 
2.188.35248 
1 760.54 1 34 

0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 

0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 

0 000029 
0 000029 
0 000029 
0 000029 
0 000029 
0 000029 
0 000029 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 

o 00003 

35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
35 65 
33 61 
33 G I  
33 61 
3361 
33 61 
33 61 
33 61 
33 81 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
33 61 
3361 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
26 47 
28 47 
28 47 
28 47 
28 47 
26 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 47 
28 23 
28 23 

0 000000 000 
0 000000 0 00 
0 001070 1.892 91 
0001070 2,016-27 
0001070 1,122 25 
0 001070 1.47623 
0 000000 0 00 
0 000000 0 00 
0 001070 1,13883 
0001070 1.434 40 
0 00 1070 917 04 
0 001 070 197 44 

0 00 0 000000 

0 000000 0 00 

0001070 2,725 13 

0 000000 0 OD 

0 000000 0 00 

0 001070 2,003_!9 

0001070 3,243 09 
0 001070 2,92gz7 

- ._ 

0000000 0 00 
0 000000 0 00 
0 000000 0 00 
0 001070 2,0(3 15 
0 001070 5.926 83 
0 001 070 2.679 64 
0001070 1.857 70 
0001008 2,062 63 
0001008 2,944 49 
0001008 2,4_59__36 
0 000000 0 00 

0 001008 2,003 01 
o ooooao 0 00 

0001008 2.27217 
0 000000 0 00 
0 000000 0 00 
0001008 2,53137 
0001008 2,682 15 
0001008 2,343 52 
OOOlOO8 1,484 20 
0001008 1,823 97 
0001008 2,045 22 
0001008 1,461 97 
0 000000 0 00 
0 000000 0 00 
0001008 1,864 94 
0 000975 1,996 36 
0 000975 2,798 16 
0 000975 3,409 24 
0 000000, 0 00 
0 000000 0 00 
0 000975 2,982 93 
0 000975 6.358 50 
0001008 1.869 39 
0001008 2,245 71 
0 000854 1.580 12 
0 000854 2,11044 
0 000854 1,585 18 
0 000000 0 00 
0 000000 0 00 
0 000854 1.655 34 
0 000854 2,224 09 
0 000854 1,674 14 
0 000000 0 00 
0 000000 0 00 
0 000854 2.08! 62 
0 000854 2,219 07 
0 000854 1.298 11 
0 000854 1,611 63 
0 000854 1,512 21 
0 000854 1,314 18 
0 000854 1,269 10 
0 000000 0 00 
0 000000 0 00 
0 000854 1,421 34 
0 000854 1,91375 
0 000000 0 00 
0 000000 0 00 
0 000854 3,662 56 
0 000854 2,545 35 
0 000854 3,695 35 
0 000854 5.474 06 
0 000854 1,31890 
0 000847 1.853 53 
0 000847 1.491 18 

0 000000 
0 000000 
0 000043 
0 000050 
0 000028 
0 000037 
0 000000 
0 000000 
0 000029 
0 000036 
0 000024 
0 000006 
0 000000 
0 000000 
0 000000 
0 000000 
0 000055 
0 000073 
0000100 
0 000072 
0 000000 
0 000000 
0 000000 
0 000049 
0 000 133 
0 000060 
0 000043 
0 OD0047 
0 000065 
0 000054 
0 000000 
0 000000 
0 000044 
0 000049 
0 000000 
0 000000 
0 000054 
0 000057 
0 000054 
0 000034 
0 000043 
0 000047 
0 000035 
0 000000 
0 000000 
0 000044 
0 000047 
0 000064 
0 000075 
0 000000 
0 000000 
0 000064 
0 000125 
0 000037 
0 000044 
0 000031 
0 000041 
0 000032 
0 000000 
0 000000 
0 000034 
0 000044 
0 000036 
0 000000 
0 000000 
0 000045 
0 000048 
0 000029 
0 000036 
0 000034 
0 000030 
0 000030 
0 000000 
0 000000 
0 000033 
0 000045 
0 000000 
0 000000 
0 000078 
0 000058 
0 000076 
0 000105 
0 000026 
0 000036 
0 000030 
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Kentucky Power Company 
Accounts Receivable Financing 

Thirteen Months Ending April 30, 2010 

AEP Credit - Internal Cost Incurred KP - Actual Carrying Cost Incurred 
Previous 
Month's 
Average KPCo Actual Cost of 

Daily Days Total Actual Capital as a % 
AIR Daily AEP Credit - Internal AIR Cost of Qutstandi Discount Canying Cost of Total AIR 

Date Balance Cost of Capital cost Factored Capital ng Factor Incurred Balance 
(a) (b) (c) = (4 x (b) (d) (e) (0 (9) = (e) x (f) (h) = (d) x (9) (i) = (h) I (a )  

03/07/2010 
03/08/2010 
03/09/20 10 
03/10/20 10 
03/11/20 10 
03/12/2010 
0311 3/2010 
03/14/2010 
03/15/2010 
03/16/2010 
03/17/2010 
03/18/2010 
03/19/2010 
03/20/2010 
03/21 120 10 
03/22/2010 
03/23/2010 
03/24/20 10 
03/25/2010 
03/26/20 10 
03/27/2010 
03/28/20 10 
03/29/20 10 
03/30/20 10 
0313 1 /20 10 
04/01/2010 
04/02/2010 
04/03/20 10 
04/04/2010 
04/05/2010 
04/06/20 10 
04/07/2010 
04/08/20 10 
04/09/2010 
0411 0120 10 
04/11/2010 
0411 2/20 10 
04/13/2010 
04/14/2010 
04/15/2010 
04/16/20 10 
04/17/20 10 
04/18/2010 
0411 9/20 10 
04/20/2010 
04/2 1/2010 
04/22/2010 
04/23/2010 
04/24/20 10 
04/25/2010 
04/26/2010 
04/27/2010 
04/28/2010 
04/29/2010 
04/30/2010 

49,456,583 67 0 00003 1,48320 
51,772,914 77 0 00003 1,553 1 9  
51.772.914 77 0 00003 1,55319 
49,772,468 70 o-oE% 1,493 17 
49,524,473 06 000003 1.485 L3 
44,039,862 22 0 000_03 !.32_1 20 
44 039.862 22 0 00003 1.321 20 
44.039.862 22 0 oogo~ ~- 1,321 ?O 
43,863,835 17 . ._ 0 00003 1,31592 
44,135,959 16 000003 1,3?4_ E, 
44,155,449 99 _ _  0 00003 1.3_24_66 
43 31 1,808 32 0 00003 1,29935 
43,31 1,808 32 __ 0 00003 1,299 35 
43,619,308 73 - 0 00003 -.__ 1.30858 
43,311,808 32 0 00003 1,299 35 

40,366,286 59 0 E0203 12!0_99 
40,205,792 42 0 00003 __ __ 
40.004.526 12 o_ 0 0 ~ 0 ~  1,2001_4 
40,504,042 37 0 0 0 ~ 0 ~  --_ 1,215 12 

- -  

44,389,830 37 0 00003 1,?31 69 

1206 17 

40,504,042 37 opogm? 1,215 12 
40,504,042 37 ._. 0 00003 1,215 12 
41,635,442 76 0_0_00_03 1.249g6 
43,564,832 41 0_00003 1,30694 

43,384.597 91 0 00003 _1.3>1 24 
43,384,597 91 0 00003 1.301_5_4 
43,384.597 911 0 00003 1.30154 

47,908.124 63 0 ooo_q3 1,431 24 
1.370 69 

44,503,17641 - 0 00003 1,535-1 0 
44.656.999 24 0_00003 1,339 71 
43,962,669 70 0 00003 1,318_88 
43,962,669 70 OOg0_03 1,318 88 
43,962,669 70 0 00003 1,31888 
43,533,918 00 0 00003 3326 02 

42,315,883 45 0!00?3 1 1.311 79 
42,498,168 21 _ _  0 0000_31 1,31744 
37,878,435 69 O_OOP_031 1JJt23 
37,308.441 49 ____ 0 000031 1.156 56 
37,655,234 15 0 OL0_03_1 I 1,16731 
37,878,435 69 0 000031 127423 
37,678,435 59 0 0000~ 1 1.17423 
36,752,536 00 0 ooo~gl '  1,13933 

34,969,308 47 0 000031 1,084 05 
34,969,308 47 0 00003_1 1 . I 3 4  05 
34.969.308 47 00_00031 1.084 05 
34,553,992 91 0 Og00~1 1,071 17, 
34,526.036 23 0 000031 1,070 31 
35,621,399 24 0 00003 1 1,10426 
78,209,601 66 0 000031 1,164 50 
37,462 251 09 0 000031 1,161 33 

43,752,291 61 op000_3 1.312_5_7 

43,384.597 911 . 0 00003 .. 1,502 

45,689,816 45 OE000? . - .-- 

42,671,106 33 0 00003 1,280 13 

35,168.494 40 0 000031 1 ,azo 22 

576,139 24 

2,641,252 72 
0 00 
0 00 

2,063,400 35 
1,988,230 92 
1,689,968 61 

0 00 
0 00 

2,156,300 25 
2,201,216 98 
2,004,308 94 

0 00 
0 00 

1,522,035 27 
1.964.841 68 
1,649,682 95 
1,405,378 31 
1,243,772 31 
1,451,659 37 
1,789,886 35 

0 00 
0 00 

2,624,589 91 
3,746,317 82 
2,312,990 93 

0 00 
0 00 
0 00 

1,328,279 67 
6,032,063 92 
1,673,044 53 
1,277,777 22 
2,371,415 25 
1245,928 77 

0 00 
0 00 

1,355,348 57 
1,359,706 45 
1,404,71664 
1,818,578 02 
1,343,832 14 

817,92547 

0 00 
0 00 

1,252,406 32 
967.5 10 36 

0 00 
0 00 

1,088,929 03 
1,237,987 57 
1,576,833 17 
2,270,418 87 
1,892,754 10 
3,205,839 55 

1,847,355 08 

0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 
0 00003 

0 00003 
0 00003 
0 00003 
0 00003 
0 00003 

0 00003 1 
0 000031 
0 000031 
0 00003 1 
0 000031 
0 000031 
0 000031 
0 000031 
0 000031 
0 000031 
0 000031 
0 000031 
0 000031 
0 000031 
0 000031 
0 000031 
0 000031 

o 00003 

28 23 
28 23 
28 23 
28 23 
28 23 
28 23 
28 23 
28 23 
26 23 
28 23 
28 23 
28 23 
28 23 
28 23 
28 23 
28 23 
28 23 
28 23 
28 23 
26 23 
28 23 
28 23 
28 23 
28 23 
28 23 
28 23 
28 23 
26 23 
28 23 
28 23 
26 23 
28 23 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 
25 57 

0 000647 2 23l-I4 
0 000000 0 00 
0 000000 0 00 

0 000847 1,683 03 
0 000847 1,4313_0 
0 000000 0 00 

0 000847 1 E?G 39 
0 000847 1,863 43 
0 000847 1,691 65 
0 000000 0 00 
0 000000 0 00 
0 000847 1,289 16 
0 000847 1.664 22 
0 000847 1,397 28 
0 000847 1 ,lKO _36 
0 000847 1.053_48 
0 0008471 1,229 56 
0 000847 1,516 03 

0 000000 0 00 
0 000847 2,223 03 
0 000847 3,173 13 
0 000847 1,959 10 
0 000000 0 00 
0 000000 0 00 
0 000000 0 00 
0 000847 1,125 05 
0 000847 5,109 16 
0 000847 1,417 07 
0 000647 1,982 28 
0 000767 1.818 88 
0 000767 935 63 
0 000000 0 00 
0 000000 0 00 
0 000767 1.03955 
0 000767 1,042 89 
0 OD0793 1,11394 
0 000793 1,442 13 
0 000793 1,065 66 
0 000793 648 61 
0 000793 1.464 95 
0 000000 0 00 
0 000000 0 00 
0 000793 993 16 
0 000793 767 24 
0 000000 0 00 
0 000000 0 00 
0 000793' 863 52 
0 000793 981 72 
0 000793 1,250 43 
0 000793 1,800 44 
0 000793 1,500 95 
0 000793 2 542 23 

0 000847 1,765-54 

0 000000 0 00 

0 000000 0 09 

590,440.12 

0 000045 
0 000000 
0 000000 
0 000035 
0 000034 
0 000033 
0 000000 
0 000000 
0 000042 
0 000042 
0 000038 
0 000000 
0 000000 
0 000030 
0 000038 
0 000031 
0 000029 
0 000026 
0 000031 
0 000037 
0 000000 
0 000000 
0 000053 
0 000073 
0 000045 
0 000000 
0 000000 
0 000000 
0 000026 
0 000107 
0 000031 
0 000024 
0 00004 1 
0 000022 
0 000000 
0 000000 
0 000024 
0 000024 
0 000026 
0 000034 
0 000028 
0000017 
0 000039 
0 000000 
0 000000 
0 000027 
0 000022 
0 000000 
0 000000 
0 000025 
0 000028 
0 000036 
0 000051 
0 000039 
0 000068 

0 000034 

12229% 

Average Daily 
Cost o f  Capital 
as a % of 
Total AIR Balance 

Annualized 
Cost of Capital 
as a % of 
Total AIR Balance 

Average AIR Balance 4/01/09 ~ 4130110 43,588,933 20 

AEP Credit - Internal Cost of Capital 4/01/09 ~ 4/30/10 

KP - Actual Cost of Capital 4/01/09 - 4130110 

1 2016% Internal Cost Incurred / Average AIR Balance I396 x 360 

1 2314% Actual Canying Cost Incurred / Average AIR Balance I396 x 360 
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ES FORM 3 15 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
CURRENT PERIOD REVENUE REQUIREMENT 

BIG SANDY PLANT COST OF CAPITAL 

For the Expense month of XXXXXXXX XX. 2010 

r DEBT 
r DEBT 
XTS REC 
QANCING 
EQUITY 

WACC 
(Net of Tax) 

4CC = Weighted Average Cost of Capital 
ite of Return on Common Equity per Case No 2009 - 00316 

oss Revenue Conversion Factor (GRCF) Calculation: 
ise No 2009 - 00316 dated - January 20,2010 

'ERATING REVENUE 
JCOLLECTIBLE ACCOUNTS EXPENSE (0 24%) 
ntucky Public Service Commission Assessment (0 15%) 

ATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 
ATE INCOME TAX EXPENSE, NET OF 199 DEDUCTION (SEE BELOW) 

DERAL TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 
9 DEDUCTION PHASE-IN 

DERAL TAXABLE PRODUCTION INCOME 
DERAL INCOME TAX EXPENSE AFTER 199 DEDUCTION (35%) 

TER-TAX PRODUCTION INCOME 

COSS-UP FACTOR FOR PRODUCTION INCOME: 
AFTER-TAX PRODUCTION INCOME 

UNCOLLECTIBLE ACCOUNTS EXPENSE 
Kentucky Public Service Commission Assessment (0 15%) 

199 DEOUCTION PHASE-IN 

ITAL GROSS-UP FACTOR FOR PRODUCTION INCOME (ROUNDED) 

ENDEDFEDERALANDSTATETAXRATE: 
FEDERAL (LINE 8) 
STATE (LINE 4) 

ENDEDTAXRATE 

:OSS REVENUE CONVERSION FACTOR (100 0000 I Line 14) 

ATE INCOME TAX CALCULATION: 
PRE-TAX PRODUCTION INCOME 
COLLECTIBLE ACCOUNTS EXPENSE (0 24%) 
lientucky Public Service Commission Assessment (0 15%) 

STATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 
LESS: STATE 199 DEDUCTION 

STATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 
STATE INCOME TAX RATE 

STATE INCOME TAX EXPENSE (LINE 5 X LINE 6) 

3 37Y 
0 OOY 

0 05Y 
461Y 

8 03% 

GRCF 

15762 

100 0000 
0 2400 
0 1500 

99 6100 
5 6384 

93 9716 
5 6372 

88 3344 
30 9171 

57 4173 

57 4173 
5 6372 
0 2400 
0 1500 

63 4445 

30 9171 
5 6384 

36 5555 

15762 

100 0000 
0 2400 
0 1500 

99 6100 
5 6372 

93 9728 
6 0000 

5 6384 

The WACC (PRE - TAX) value on Line 5 is to be recorded on ES FORM 3 10, Line 9 
VVeighted Average Cost of Captial Balances As of 10/31/2009 based on Case No 2010-00020, dated April 29, 2010 



Line 
No. Description 
(1) (2) 
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Kentucky Power Company 
lJncollected Accounts 

Electric Accounts - Net Percent of 
Revenues Charged Off Electric Revenues 

(3) (4) (5) 

1 12 Months ended 04/30/2008 $408,354,846 $1,101,516 0.27% 

2 12 Months ended 04/30/2009 $501,432,589 $1,140,761 0 23% 
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Item No, 33 
age 1 o f1  

Please provide (1) all data, work papers, and source documents, and calculations used in 
developing KPCo's short-tenn cost rate in tlie ECP; (2) indicate the cost of short-term 
debt on a monthly basis; (3) show all calculations involved in the calculation of tlie short- 
teiin debt cost rate; (4) provide copies of all loan docuinents and lending agreements 
associated with either inter-company and/or financial institution short-term debt; and ( 5 )  
provide tlie data and work papers in (1) - (4), in botli hard copy and electronic (Microsoft 
Excel) fomiats, with all data and formulas intact. 

Please see attachments to the Company's response to AG Item No. 32 and Item No. 34 
for all suppoi-tiiig docuineiits to satisfy this request. 

The attachment to Item No. 32 provides all work papers, source documents, and 
calculations used to develop IWCo's short-term cost rate in the ECP. Please see CD 
eiiclosed with Item No. 32 €or the excel file with foi-mulas intact and unprotected. 

The attaclmeiits to Item No. 34 provide tlie loa11 docuineiits and leiidiiig agreements 
associated with the short-teiiii debt. 

TNESS: Lila P Muiisey 





Attornaey General's 
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Item No. 34 
Page 1 of 1 

Please provide (1) all data, work papers, and source documents, and calculations used in 
developing KPCo's long-tem cost rate in tlie ECP; (2) all details, including calculations, 
anioi-tization tables, and work sheets, related to the amounts for unamortized debt 
issuance balance and unamortized preiiiium/discouiit and issuaiice expenses; and (3) 
details of the teiin loan and senior notes, including (a) issuance date, (b) debt amounts, 
(c) copies of lending agreements and provisions, (d) copies of all docuineiitatioii that 
indicate the pricing aiid interest rate on tlie term loan and senior notes, and (e) all 
infoiination available on Luiderwriter, underwriting spread, SEC filings, loan placement 
documents, and/or otlier infoimation aiid source docuinents; and (4) provide the data and 
work papers in (1) - (3) ,  in both hard copy aiid electronic (Microsoft Excel) formats, with 
all data and formulas intact. 

RESPONSE 

The attachment to tlie Company's response to AG Item No. 32 provides all work papers, 
source documents, and calculations used to develop ICPCo's long-term cost rate in the 
ECP. Please see CD enclosed with Item No. 32 for the excel file with €omulas intact and 
unprotected to the extent the iiifoiinatioii exists in that f o i l .  

Please see tlie attaclments to this respoiise for lending agreements, provisions, and otlier 
related docunieiitation. 

SEC Filings can be located on AEP.coni at the followiiig link: 
hnp://~.aep.colil/illvestors/fi~~al~cialfililigsal~dreports/secFililigs .aspx 

WITNESS: Lila P Munsey 


