
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

RECEIVED 
JUN 11 2015 

PUBLIC SERVICE 
COMMISSION 

In The Matter Of: 

The Appli cation Of Kentucky Power Company For (1) ) 
Approval of A Modified School Energy Manager Program; ) 
and (2) For All Other Required Approvals And Relief ) 

APPLICATION 

Case No. 2015-00 

Kentucky Power Company moves the Public Service Commission of Kentucky pursuant 

to KRS 278.285(1) for an Order: (1) approv ing its modified School Energy Manager Program; 

and (2) granting all other required relief or approvals. In support thereof Kentucky Power states: 

l TROD UCTIO 

1. By Order dated July 25, 2014 in Case o. 2014-00178,1 the Commission 

approved Kentucky Power's Demand-Side Management School Energy Manager Program. The 

program, which implemented paragraph 12 of the Jul y 2, 2013 Stipulation and Settlement 

Agreement in Case No. 20 12-00578,2 as modified by the Commission ' s October 7, 2013 Order, 

provided Kentucky Power shareholder funding for two energy managers for school districts in 

Kentucky Power ' s service territory located in Lawrence and contiguous counties in Kentucky . 

Although administered by Kentucky Power, in conjunction with the Kentucky School Boards 

1 In The Malter Of The Application Of Kentucky Power Company For(/) : Approval of A School Energy Manager 
Program; And (2) For All Other Required Approvals And Relief, Case No. 2004-00178 (Ky. P.S.C. Fi led May 30, 
20 14) . 

2 Order, In the Mauer of The Application of Kentucky Power Company For: (/)A Certificate of Public 
Convenience And Necessity Authorizing The Transfer To the Company Of A Fifty Percent Undivided Interest In The 
Mitchell Generating Station And Associated Assets; (2) Approval Of The Assumption By Kentucky Power Company 
Of Certain Liabilities In Connection With The Tramfer Of The Mitchell Generating Station; (3) Dec/arat01y 
Rulings; (4) Deferral ofCosts Incurred In Connection With The Company's Efforts To Meet Federal Clean Air Act 
And Related Requirements; And (5) For All Other Required Approvals And Relief (Ky. P.S.C. October 7, 20 13) 
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Association ("KSBA"), through the Company's demand-side management program, the funding 

fo r the program was provided by Kentucky Power and the participating school districts. 

2. On April 30, 2015 Kentucky Power Kentucky Industrial Utility Customers, Inc. , 

and Kentucky School Board Association entered into a Settlement Agreement in Case o. 20 14-

00396.3 Paragraph 12 of the Settlement Agreement provides in part: 

Kentucky Power shall file an application to amend TariffD.S.M. to expand its 
current School Energy Manager Program by an amount not to exceed $200,000 
per year for two years to (I) fund up to an additional six school energy managers 
as part of the expansion of the School Energy Manager Program to the 
Company's entire service territory; and (2) to the extent funds are avai lable, to 
fund school energy efficiency projects. 

3. In conformity with the April 30, 20 15 Settlement Agreement in Case No. 20 14-

00396, and the testimony of Ranie K. Wohnhas in support thereof, the additional $200,000 

funding for the modifi ed program is to be provided through the Company's Tariff D.S.M. No 

Kentucky Power shareholder funds will be provided for the six additional school energy manager 

positions. 

4. The Company's application in Case No. 2014-00396, and its motion to approve 

the April 30, 20 15 Settlement Agreement in that case, currently are pending before the 

Commission. The Company does not anticipate a decision from the Commission with respect to 

the application or motion prior to the second half of June 2015. 

3 In the Matter of Application Of Kentucky Power Company For: (I) A General Adjustment Of 
Its Rates For Electric Service ,· (2) An Order Approving Its 2014 Environmental Compliance 
Plan,· (3) An Order Approving Its Tariffs And Riders: And (4) An Order Granting All Other 
Required Approvals And Relief, Case No. 2014-00396 Ky. P.S .C. Filed December 23 , 20 14). 
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5. Because the local school board budgeting cycle reflects a July 1 to June 30 fisca l 

year, and in light of the request by the KSBA to implement the program beginning July 1, 20 15, 

Kentucky Power is filing this application to modi fy its existing program prior to the Commission 

decision. 

6. This application is not contingent on the Commission's approval of the Settlement 

Agreement in Case No. 20 14-00396. 

7. By this application the Company is seeking all required authorizations to modify 

its existing school energy manager program in accordance with the April 30, 20 15 Settlement 

Agreement in Case No. 20 14-00396 to expand the program to all counties in the Company ' s 

service territory. 

APPLICA T 

8. Kentucky Power was organized in 1919 under the laws of the Commonwealth of 

Kentucky.4 The Company' s mailing address is l Ol A Enterprise Drive, P.O. Box 5190, Frankfort, 

Kentucky 40602-5190. Its electronic mail address is kentucky regulatory services@aep.com. 

Kentucky Power is engaged in the generation, purchase, transmission, distribution and sale of 

electric power. The Company serves approximately 170,000 retai l customers in the following 20 

counties of eastern Kentucky: Boyd, Breathitt, Carter, Clay, Elliott, Floyd, Greenup, Johnson, 

Knott, Lawrence, Leslie, Letcher, Lewis, Magoffin, Martin, Morgan, Owsley, Perry, Pike and 

Rowan. In addition, the Company also supplies electric power at wholesale to other utilities and 

4 A certi fi ed copy of the Company ' s Arti cles of Incorporation and all amendments thereto was attached to the Joint 
Application in In the Matter Of The Joint Application Of Kentucky Power Company, American Electric Power 
Company, Inc. And Central And South West Corporation Regarding A Proposed Merger, ? .S.C. Case No. 99- 149. 
The Company' s June 2, 20 15 Certificate of Ex istence is attached as EXHIBIT I . 
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municipalities in Kentucky for resale. Kentucky Power is a utility as that term is defined at KRS 

278.010. [807 KAR 5:005 , Section 14]. 

9. Kentucky Power is a direct, wholly-owned subsidiary of American Electric Power 

Company, Inc. 

NON-PARTY ENTITY 

10. The KSBA is a Kentucky non-profit corporation with offices located at 260 

Democrat Drive, Frankfo rt, Kentucky. The KSBA's purpose includes enhancing school board 

leadership in maximizing student achievement through superior support and services. Each of 

the school districts eligible to participate in the School Energy Manager Program proposed in 

this app li cation is a member of KSBA. 

11. The KSBA cunently provides Kentucky school districts with facility services 

including the School Energy Managers Project and the Local Facilities Planning service. The 

KSBA School Energy Managers Project aids school districts in complying with statutory and 

board-initi ated energy management requirements, coordinates and conducts training for school 

energy managers, supports school districts in tracking and consolidating energy use data, and 

assists school districts in developing and implementing school energy policies. 

12. The KSBA administers the existing eight-school district School Energy Manager 

Program approved by the Commission' s July 25, 2 104 Order in Case No. 2014-00178. The plan 

was establi shed in accordance with the July 2, 20 13 Stipulation and Settlement Agreement in 

Case No. 2012-00578, which was approved as modified by the Commission's October 7, 2013 

Order. 
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THE K ENTUCK Y POWER SCHOOL ENERGY M A AGER PROGRAM 

1. The Existing School Energy Manager Program. 

13. In acco rdance with the Commi ssion's October 7, 20 13 Order in Case No. 20 12-

00578, Kentucky Power currently is providing shareholder funding fo r its ex isting School 

Energy Manager Program. The existing program is limited to Lawrence County, Kentucky and 

the six Kentucky counties conti guous to Lawrence County: Martin, Johnson, Morgan, Elliot, 

Carter, and Boyd. There are eight school districts5 in Kentucky Power' s service terri tory in 

Lawrence and its contiguous Kentucky counties. 

14. The ex isting School Energy Manager Program is a commercial DSM program and 

provides funds to KSBA for energy management services to the school districts eligible to 

participate in the program. The program assists the eligible districts in implementing energy 

management measures that but for the program would not be implemented, or would not be 

implemented as early as they are under the program, to improve energy efficiency through 

behavioral changes, and to better utilize automation meas ures. The organizational structure of 

the existing program is as follows: 

5 The fo llowing school di stricts lie within Lawrence and contiguous counties in Kentucky: the Lawrence County 
Public Schools, Martin County Public Schools, Johnson County Pub lic Schools, Paintsville Independent Schoo l 
District, Morgan County Public Schoo ls, Elliot Public Schools, Carter County Public Schoo ls, Boyd County Public 
Schools, Ashland Independent School Distri ct, Fa irview Independent Schoo l District. There are no K-1 2 public 
schools located in Kentucky Power's service ten·i tory in Morgan and Elliot counties, and thus no schools in those 
counties are eligible to participate in the School Energy Manager Prowam. 
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15. The existing eight-county School Energy Manager Program currently employs a 

single manager for Johnson, Lawrence, and Martin County school districts and the Paintsville 

Independent school district. In addition, a second manager is working with the Carter County 

school district. 

16. Under the terms ofthe July 2, 2013 Stipulation and Settlement Agreement in Case 

No. 2012-00578, as modified by the Commission 's October 7, 2013 Order, Kentucky Power's 

shareholder funding commitment is for two years. Kentucky Power's shareholder contributed 

$75,000 to fund for the existing eight-county School Energy Manager Program for 2014-2015 

fiscal year, and will contribute $50,000 in funding for the 2015-2016 fiscal year. 6 The remaining 

funding is provided by the participating school districts. 

6 A portion of the funding reimburses KSBA for its associated overhead costs . 
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17. No funds generated by the Company's DSM commercial surcharge were used to 

fund the existing School Energy Manager Program during the 2014-2015 fiscal year. 

18. The existing eight-district School Energy Manager program will be evaluated 

following the 2015-20 16 fiscal year. Based upon that evaluation, the Company's existing eight 

district School Energy Manager subprogram may, with Commission approval, be continued, 

modified, discontinued, or combined with the expanded School Energy Manager subprogram 

described below. 

2. Proposed Modifications To The Existing Program. 

19. The April30, 2015 Settlement Agreement in Case No. 2014-00396 provides for 

the expansion of the existing Kentucky Power DSM-based School Energy Manager Program to 

those school districts currently not eligible to participate in the existing. The additional funding, 

which will be generated through the Company's DSM-surcharge, will be used to provide school 

energy manager services to all schools affected by KRS 160.325 in the Company's 20-county 

service territory. 

20. The fo llowing 15 school districts in the 13 counties not currently participating in 

the Company's existing School Energy Manager Program operate one or more schools in 

Kentucky Power ' s service territory: Breathitt County, Floyd County, Greenup County, Hazard 

Independent, Jackson Independent, Jenkins Independent, Knott County, Leslie County, Letcher 

County, Magoffin County, Perry County, Pike County, Pikeville Independent, Raceland 

Independent, and Russell Independent. 
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21. Up to an additional six school energy managers will be retained by the school 

districts in Kentucky Power's service territory. Kentucky Power will provide up to $200,000 

annually in DSM-generated funds to KSBA, which will manage the program, to reimburse 

KSBA for its associated overhead to fund up to 50% of the cost of each school energy manager 

position. The school energy managers in the school districts in the 13 counties eligible to 

participate in the expanded program, like the existing eight-district program, will be employees 

of the individual school districts and not Kentucky Power or the Kentucky School Boards 

Association. 

22. To the extent that the $200,000 in annual DSM-generated funds is not required for 

the six school energy manager positions, the funds may be expended for energy efficiency 

programs for school districts affected by KRS 160.325 in Kentucky Power' s 20-county service 

territory. 

23. Because the proposed expanded School Energy Manager program will have a 

different funding source (DSM commercial surcharge funds) and will be operated and evaluated 

on a different schedule than the existing eight-district program, Kentucky Power proposes to 

modify its existing program as follows: the existing eight-district School Energy Manager 

Program will be "demoted" to a subprogram within the Company's School Energy Manager 

Program. In addition, a second subprogram, to be funded through the Company's DSM 

Commercial surcharge in accordance with the proposed April 30, 2015 Settlement Agreement in 

Case No. 2014-00396, will be created to provide school energy manager program services to all 

schools affected by KRS 160.325 in the Company ' s service tenitory. These two subprograms 

will be funded , administered, and operated by Kentucky Power and KSBA as separate and 
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independent School Energy Manager subprograms. The organizational structure of the 

Company' s School Energy Manager Program if this application is approved would be: 

Kentucky Power 
Company chool 
Energy Manager 

Ex isting Eight­
District 

Subprogram 

KSBA 

Existing Eight­
District 

Subprogram 

Program 
I 

Proposed 20-
county 

Subprogram 

KSBA 

Proposed 20-
County 

ubprogram 

24. If the Company ' s application in this case is approved , and the two subprograms 

established, the existing eight-district subprogram will continue to be funded through the 2015-

20 16 school district fiscal year solely through Kentucky Power shareho lder funds, along with 

pa11icipating school district funds. 

25. If the application is approved and the expanded school energy manager 

subprogram is established, the expanded school energy manager subprogram will be funded with 

DSM Commercial surcharge funds, along with funds provided by participating school districts, 

for a two-year period. 

26. The Kentucky School Boards Association will manage the expanded School 

Energy Manager subprogram in accordance with an Energy Manager Program Agreement 
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between Kentucky Power and KSBA. A copy of the form Energy Manager Program Agreement 

for the expanded program is attached as EXHIBIT 2. As part of its obligations under the Energy 

Manager Program Agreement, KSBA will provide Kentucky Power with semi-annual repor1s 

regarding the operation of the School Energy Manager Program and energy savings achieved 

through the program, including all supporting documentation. 

27. The expanded Kentucky Power School Energy Manager subprogram will be 

reviewed by Kentucky Power annually, or at such intervals as the Commission directs. Based 

upon the evaluation, the Company ' s expanded School Energy Manager subprogram may, with 

Commission approval , be continued, modified, or discontinued. 

FU IDING AND BUDGET FOR THE KENTUCKY POWER 

SCHOOL ENERGY M A AGER PROGRAM 

28. Kentucky Power will continue to meet its shareholder funding obligations through 

the 2015-2016 school fiscal year for the existing eight-district school energy manager 

subprogram. At the end ofthe 2015-2016 school fiscal year, the existing eight-district program 

will be evaluated as set forth above. 

29. Funding for the expanded school energy manager subprogram will be secured 

through an increase in the Company ' s DSM commercial surcharge sufficient to recover an 

additional $200,000, plus lost revenues, annually for the initial two-year term of the subprogram. 

30. The proposed funding budget for contributions by KSBA and Kentucky Power is 

attached as EXHIBIT 3. 

10 



NEED FOR THE REQUESTED APPROVALS 

31. KRS 278 .285( 1) provides that the Commission may "determine the 

reasonableness of demand-side management plans proposed by any utility under its jurisd iction." 

In addition to seeking to recover the costs associated with the expanded School Energy Manager 

subprogram, as well as lost revenues, during its initial two-year term, Kentucky Power also is 

seeking pursuant to KRS 278.285(1) a Commission finding that the School Energy Manager 

Program is reasonable and an Order approving the program for its initial two-year term . The 

Company's estimate of energy savings from implementation of the School Energy Manager 

Program is deta iled in EXHIBIT 4. 

32. The Company is not seeking the required additional funding with this appl ication . 

If the expanded progran1 is approved the Company will seek the required fund ing through its 

August 2015 annual filing. 

33. Further, the Company is seeking a declaratory ruling pursuant to 807 KAR 5:001, 

Section 19 that its proposed expanded School Energy Manager subprogram complies with and 

fulfills the Company ' s obligations under paragraph 15 ofthe April 30,201 5 Settlement 

Agreement in Case No . 2014-00396. A copy of the Settlement Agreement is attached as 

EXHIBIT 5. 

EXHIBITS 

34. The exhibits li sted in the Appendix to this Application are attached to and made a 

part of thi s Application. 
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Communications 

35. The Applicant respectfully requests that communications m this matter be 

addressed to: 

Mark R. Overstreet 
moverstreet@stites.com 

Kentucky Power Company 
kentucky regulatory services@aep.com 

ON BEHALF OF KE TUCKY POWER 

WHEREFORE, Kentucky Power Company requests that the Commission issue an Order: 

1. Approving the Company's expanded School Energy Manager program 

and find ing it is reasonable; and 

2. An Order declaring that the Company's expanded school Energy Manager 

subprogram complies with the terms of, and fu lfills the Company's obligations under, paragraph 

15 of the Settlement Agreement in Case No. 20 14-00396. 
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Mark R. Overstreet 
STITES & HARBISON PLLC 
421 West Main Street 
P.O. Box 634 
Frankfort, Kentucky 40602-0634 
Telephone: (502) 223-3477 
Facsimile: (502) 223-4387 
moverstreet@stites.com 

COUNSEL FOR: 
KENTUCKY POWER COMPANY 

13 



VERIFICATION 

1, Ranie K. Wolmhas, Managing Director, Regulatmy and Finance, Kentucky Power 
Company, after being duly sworn, state that the facts contained in the foregoing 
Application are true and accurate to the best of my knowledge. 

COMMONWEALTH OF KENTUCKY 

COUNTY OF FRANKLIN 

~II«JLi 
Ranie K. Wohnhas 

) 
) Case No. 2014-00178 
) 

Subscribed and sworn to before me, a Notary Public in and before said County 
and State, by Ranie K Wohnhas, this the _f_/ tCccJay of June 2015 . 

--==· 

~L""'+f </1?1393 
~~ic 



CERTIFICATE OF SERVICE 

I hereby certify that a true and accurate copy of the foregoing was served as indicated 
below upon: 

Matthew R. Malone 
William H. May, III 
Hurt, Crosbie & May PLLC 
127 West Main Street 
Lexington, Kentucky 40507 
mmalone{a),hcm-law.com 
bmav@hcm-law.com 

on this the~ June, 2015 . 

Jennifer Black Hans 
Angela Goad 
Lawrence W. Cook 
Kentucky Attorney General ' s Office 
I 024 Capital Center Drive, Suite 200 
Frankfort, Kentucky 40601-8204 
jennifer. hans@ag. ky. gov 
angela.goad@ag.ky.gov 
larry.cook{a),ag. ky. gov 

Mark R. Overstreet 
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LIST OF EXHIBITS 

EXHIBIT 1: The June 2, 2015 Kentucky Power "Certificate of Existence" issued by the 
Secretary of State of the Commonwealth of Kentucky. 

EXHIBIT 2: The form of the Energy Manager Program Agreement between Kentucky Power 
and Kentucky School Boards Association. 

EXHIBIT 3: The proposed fund ing budget for contributions by KSBA and Kentucky Power. 

EXHIBIT 4: Estimated energy and demand savings as a result of the Kentucky Power School 
Energy Manager Program. 

EXHIB IT 5: April30, 2015 Settlement Agreement among Kentucky Power Company, 
Kentucky Industrial Utility Customers, Inc. and Kentucky School Boards 
Association in In the Matter of Application Of Kentucky Power Company For: 
(1) A General Aqjustment Of Its Rates For Electric Service ,· (2) An Order 
Approving Its 2014 Environmental Compliance Plan,· (3) An Order Approving its 
Tariffs And Riders,· And (4) An Order Granting All Other Required Approvals 
And Relief, Case No. 2014-00396 
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Commonwealth of Kentucky 
Alison Lundergan Grimes, Secretary of State 

Alison Lundergan Grimes 
Secretary of State 

P. 0 . Box 718 
Frankfort, KY 40602-0718 

(502) 564-3490 
http://www.sos.ky.gov 

Authentication number: 164372 

Certificate of Existence 

Visit https://app.sos.ky.gov/ftshow/certvalidate .aspx to authenticate this certificate. 

I, Alison Lundergan Grimes, Secretary of State of the Commonwealth of Kentucky, 
do hereby certify that according to the records in the Office of the Secretary of State, 

KENTUCKY POWER COMPANY 

is a corporation duly incorporated and existing under KRS Chapter 14A and KRS 
Chapter 271 B, whose date of incorporation is July 21, 1919 and whose period of 
duration is perpetual. 

I further certify that all fees and penalties owed to the Secretary of State have been 
paid ; that Articles of Dissolution have not been filed ; and that the most recent annual 
report required by KRS 14A.6-01 0 has been delivered to the Secretary of State. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my Official Seal 
at Frankfort, Kentucky, this 2nd day of June, 2015, in the 224th year of the 
Commonwealth . 

Alison Lundergan Grime 
Secretary of State 
Commonwealth of Kentucky 
1643 72/0028317 
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Exhibit 2 

ENERGY MANAGEMENT PROGRAM AGREEMENT 

This Energy Management Program Agreement ("Agreement") dated ____ _ , 20 15 (the 

' Effective Date") is entered into by and among Kentucky Power Company, and the Kentucky 
School Boards Association, a Kentucky non-profit corporation ("KSBA"). Kentucky Power 

Company is referred to as the "Company.' 

RECITALS 

WHEREAS,the Settlement Agreement in Kentucky Public Service Commission ("KPSC") Case 

o. 20 14 -00396 (the 'Settlement) among Kentucky Power, KSBA, and Kentucky Industrial 

Uti lity Customers, Inc. provided that the Company would propose an expansion of its existing 

school energy manager demand-side management program to fund energy-management 

programs for schools in its service ternitory affected by KRS 160.325 and not eligible to 

participate in its current school energy manger program (the "Program"); 

WHEREAS, pursuant to the Settlement, on June _ , 2015 the Company submitted an 

application to the KPSC for the review and approval of the Program ("Kentucky Power 2015-1 

D M Case"); 

WHEREAS, the KPSC having entered an order approvi ng the Program (the "KPSC Order"); 

WHEREAS, as stated in the Application, the KSBA will manage and operate the Program; 

WHEREAS, as stated in the KPSC Order, the Company will provide specified amounts of 

funding, to be generated by the Company ' s demand-side management surcharge, for the 

Program; 

WHEREAS, the Company and KSBA desire to state the terms and conditions under which the 

KSBA will manage the Program. 

WHEREAS, the KPSC Order states that KSBA will provide the Company with specific 

information as discussed in Section 5 of this Agreement. 

NOW THEREFORE, in consideration of the mutual covenants and agreements herein, the 

Company and KSBA hereby agree as follows: 

1. Incorporation of the KPSC Order. A copy of the KPSC Order approving the Program 

is attached hereto as EXHIBIT 1 and incorporated by reference solely for the purpose of 

describing the Program. 

2. Term. The term of this Agreement shall begin July I , 2015 or the on the Effective Date 

as determined by the KPSC Order approval and expire on September 30, 2017. 
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3. Funding. The Company shall provide funding for the Program to KSBA in two (2) one­

year periods ("Program Years"). The first Program Year begins July 1, 2015 and ends on 

June 30,2016. The second Program Year begins July 1, 2016 and ends on June 30,2017. 

In each of the two (2) Program Years, Company shall provide funding for the Program in 

the amount of $200,000.00 each Program Year to be generated by the Company's 

demand-side management surcharge. The Company shall deliver such funding to KSBA 

by wire transfer to a bank account designated in writing by KSBA or by check to an 

addressee designated in writing by KSBA. KSBA shall use funding provided by the 

Company under this Agreement sole ly for the purposes of managing and operating the 

Program as more ful ly described in KPSC Order approving the Company's application in 

the Kentucky Power 2015 DSM-1 Case. 

4. Invoicing. KSBA shall send an invoice to be received by Company by the beginning of 

the program funding cycle start date (Ju ly 1, 2015, and July 1, 20 16). Each invoice shall 

include a reference to the Energy Management Program. The invoice shall contain the 

following: 

a. program operating period beginning and end dates 

b. description of services provided 

c. total funding amount requested 

Invoices should be prepared and directed to: 

Kentucky Power Company 

Attn: E. J. Clayton, Mgr. EE & Consumer Programs 

12333 Kevin A venue 

Ashland, K Y 41 1 02 

5. Operation and Management. KSBA shall manage and operate the Program as 

described in the proceedings before the KPSC. The goals of the Program shall be as 

stated in those proceedings and as more particularly described in the aforesaid KPSC 

Order. The KSBA will manage the Program consistent with good operating practices and 

will strive to maximize the achievement of goals set out for the Program. 

6. Annual Reports . Within 45 days of the last day (June 30) of each of the two (2) 

Program Years, KSBA shall deliver to KPC reports describing the following information 

for the then concluding Program Year (July 1 to June 30) in reasonable detail ("Annual 

Reports"): 

a. district funding; 
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b. initiatives implemented (direct, install , and behavioral) per school district with 

corresponding utility account numbers; 

c. Energy Utilization Indices; 

d. consumption reduction; 

e. preceding and current year peak demand and annual energy usage as compated to 

the twelve month period beginning July 1, 2014; and 

f. associated energy and demand savings compared to the metrics set out in the Joint 

Application in Case No. 201 3-00067; and 

g. A list of energy conservation measures by facility and school district, dates 

implemented, and corresponding electric account, as requested by Kentucky 

Power or its designated agent responsible for perfonning Evalution, 

Measurement, and Verification (EMV) of program cost effectiveness, demand 

reduction, and energy savings. KSBA shall deliver Annual Reports to the 

Company at the following address: 

Kentucky Power Company 
Attn: E. J. Clayton, Mgr. EE and Consumer Programs 
12333 Kevin Avenue 
Ashland, K Y 411 02 

For purposes of clarification, the Company and KSBA agree that Annual Reports 

provided Kentucky Power shall contain the above described information regarding the 

Program with respect to school facilities served by Kentucky Power. Reports will be 

submitted to the KPSC by Kentucky Power Company. 

7. Relationship of Parties. This Agreement does not establish a partnership or joint venture 

between the Company and KSBA. KSBA will not operate the Program as the Company ' 

contractor. The Company does not have or assert any authority over KSBA's operation 

or management of the Program. All determinations regarding the operation and 

management of the Program shall be made by KSBA. The actions of KSBA are to 

achieve the program goals as described in the KPSC proceedings and as more particularly 

described in the aforesaid KPSC Order. The Company maintains responsibility to review 

the outcomes achieved by the KSBA in relation to the defined program objectives and 

reporting provided by KSBA. 

8. Notices . All notices and communications respecting this Agreement shall be in writing, 

delivered by nationally recognized overnight courier, Certified Mail - Return Receipt 

Requested, or personal delivery, and shall be addressed as follows (which address either 

party m~y change upon five (5) days prior notice to the other party): 



To Company: 

Kentucky Power Company 

Attn: E.J. Clayton, Mgr. EE and 

Consumer Programs 

12333 Kevin Ave. 

Ashland, K Y 41 1 02 

To KSBA: 
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KY School Board Association 

Attn: Ron Willhite 

260 Democrat Drive 

Frankfort, KY 40601 

9. Miscellaneous. This Agreement shall be governed by, and construed in accordance with, 

the laws of the Commonwealth of Kentucky, without regard to its principles of conflicts 

of laws. The headings of sections and other parts of this Agreement are for convenience 

only and do not define , limit, or construe the contents thereof. Except for the Company 

and KSBA, there are no intended third party beneficiaries of this Agreement and none 

may rely on this Agreement in making a claim against any party to this Agreement. 

IN WITNESS WHEREOF, the parties have entered into this Agreement as of the Effective 

Date. 

Kentucky Power Company Kentucky School Boards Association 

By: By: -------------------------

Title: Title: -----------------------
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School Energy Management 

Program Budget 

Kentucky Power Company and Kentucky School Board Association (KSBA) will provide funding support for energy managers. 

A summary of program expense includes; 

School 

Total Cost KPC District KSBA 

Time Period per Year Funding Match Overheads 

7/1/2015- 6/30/2016 $ 365,000 $ 200,000 $165,000 $3S,OOO 

7/1/2016 - 6/30/2017 $ 365,000 $ 200,000 ~165,000 $35,000 

Total $ 730,000 $ 400,000 $330,000 $70,000 
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School Energy Management 

Impact Savings 

The Kentucky School Board Association (KSBA) has provided a summary of the average energy and demand savings for school 
districts located within the Kentucky Power Service area. The estimated impact savings from the program are summarized below: 

Year1 
Summer Peak Demand Winter Peak Demand (KW) Incremental Energy (kWH) 

(KW) Reduction Reduction Reduction 

2015 -2016 0.0 193.8 1,131,870 

2016-2017 338.3 422.9 2,469,530 

Total 338.3 616.7 3,601,400 

1) The implementa tion schedule begins on July 1st and ends june 30th. Program s tart is july 1st, 2015 and end is June 30, 2017. 

I KRS 160.325 1s avai lable online ar: hll!' ";;-;;-~, .k;" ~·, ''' I"· "'' •:<wi·- - Page 1 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

The Application of Kentucky Power Company for: ) 
(1) A General Adjustment ofits Rates for Electric ) 
Service; (2) An Order Approving Its 2014 ) 
Environmental Compliance Plan; (3) An Order ) 
Approving Its Tariffs and Riders; and (4) An Order ) 
Granting All Other Required Approvals and Relief ) 

SETTLEMENT AGREEMENT 

Case No. 2014-00396 

This Settlement Agreement, made and entered into this 30th day of April, 2015, by and 

among Kentucky Power Company ("Kentucky Power"); Kentucky Industrial Utility Customers, 

Inc. ("KIUC"); and Kentucky School Boards Association ("KSBA") (collectively Kentucky 

Power, KSBA, and KIUC are "Signatory Parties"). 

WITNESSETH: 

WHEREAS, on December 23, 2014 Kentucky Power filed an application pursuant to 

KRS 278.190, KRS 278.183, and the rules and regulations of the Public Service Commission of 

Kentucky, seeking an annual increase in retail electric rates and charges totaling $69,977,002, 

seeking approval of its 2014 Environmental Compliance Plan, and further seeking authority to 

implement or amend certain tariffs; and 

WHEREAS, KIUC and KSBA filed motions for full intervention in P.S.C. Case No. 

2014-00396. The Commission granted the intervention motions. Collectively the KIUC and 

KSBA are referred to in this Settlement Agreement as the "Settling Intervenors;" 

WHEREAS, the Attorney General, Commonwealth of Kentucky filed a motion to 

intervene. The Attorney General, who is not a party to this agreement, also was granted leave to 

intervene; and 
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WHEREAS, Wal-Mart Stores East, LP and Sam's East, Inc. ("Wal-Mart'') filed a motion 

to intervene and were granted full intervention. Although not a signatory to this agreement, Wal­

Mart has indicated it intends to file a statement in the record indicating that it has no objection to 

the Settlement Agreement, and that it is unaware of any reason the Commission should not adopt 

and approve this Agreement in its entirety; 

WHEREAS, certain of the Settling Intervenors, Wal-Mart, and the Attorney General in 

P.S.C. Case No. 2014-00396 filed written testimony raising issues regarding Kentucky Power's 

Rate Application; 

WHEREAS, Kentucky Power, the Attorney General, Wal-Mart, and the Settling 

Intervenors have had a full opportunity for discovery, including the filing of written data requests 

and responses; 

WHEREAS, Kentucky Power offered the Settling Intervenors, Wal-Mart, and the 

Attorney General, along with Commission Staff, the opportunity to meet and review the issues 

presented by Kentucky Power's application in this proceeding and for purposes of settlement; 

WHEREAS, by Order dated August 31, 2014, the Commission initiated Case No. 2014-

00225 to review of the operation of Kentucky Power's fuel adjustment clause during the period 

November 1, 2013 through April30, 2014. KIUC and the Attorney General were granted leave 

to intervene in Case No. 2014-00225, took discovery, filed testimony, and participated fully in 

Case No. 2014-00225; 

WHEREAS, the Commission on January 22,2015 entered its Order in Case No . 2014-

00225; 

WHEREAS, Kentucky Power (Civil Action No. 15-CI-00168), the Attorney General 

(Civil Action No. 15-CI-00180), and KIUC (Civil Action No. 15-CI-00190) filed appeals to the 
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Franklin Circuit Court challenging aspects of the Commission's January 22, 2015 Order in Case 

No. 2014-00225. In addition, KIUC and the Attorney General each filed counterclaims in 

Kentucky Power's appeal (Civil Action No. 15-CI-00168) raising in that action the issues raised 

in their separate appeals. Further, the Attorney General also filed a cross-claim in the KTIJC 

appeal (Civil Action No. 15-CI-00168) raising the issues raised in its original appeal; 

WHEREAS, there currently is pending before the Commission Case No. 2014-00450. 

Commission Case No. 2014-00450 is a two-year review of the operation of the Company's fuel 

adjustment clause, and includes the six-month period at issue in Commission Case No. 2014-

00225; 

WHEREAS, the Signatory Parties have reviewed the issues raised in P.S.C. Case No. 

2014-00396, and the Signatory Parties have reached a settlement ofthe case, including the issues 

raised therein; 

WHEREAS, Kentucky Power and KIUC are desirous of resolving the issues raised in 

their appeals of the Commission's January 22,2015 Order in Case No. 2014-00225, as well as 

the matters before the Commission in Case No. 2014-00450, in connection with the resolution of 

this case; 

WHEREAS, although not a signatory to this agreement, the Attorney General has 

indicated he is willing to resolve his appeal of the January 22, 2015 Order of the Commission in 

Case No. 2014-00225 in accordance with the agreement reached herein by KnJC and Kentucky 

Power to resolve their appeals of that Order; 

WHEREAS, the Signatory Parties execute this Settlement Agreement for purposes of 

submitting it to the Kentucky Public Service Commission for approval pursuant to KRS 278.190 
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and KRS 278.183, and for further approval by the Commission of the rate increase, rate structure 

and tariffs as described herein; and 

WHEREAS, the Signatory Parties believe that this Settlement Agreement provides for 

fair, just and reasonable rates, 

NOW, THEREFORE, for and in consideration of the mutual premises set forth above, 

and the agreements and covenants set forth herein, Kentucky Power and the Settling Intervenors 

hereby agree as follows : 

1. General Rate Change. 

Effective for service rendered on or after June 30, 2015 (the first day of the July 2015 

billing cycle) Kentucky Power shall implement a rate adjustment sufficient to generate additional 

annual retail revenues of $4 5. 4 million based on the September 3 0, 2014 test year used by 

Kentucky Power in the Rate Application. The $45.4 million rate adjustment represents the net 

effect of the decrease in base rates described below and the establishment or modification of 

TariffB.S.l.O.R., TariffB.S.R.R., Tari:ffE.S. , and the Economic Development Surcharge 

("K.E.D.S.") 

(a) The new base retail rates to be effective June 30, 2015 result in a decrease 

of $23.0 million in the amount to be recovered through base rates as illustrated on EXHIBIT 1 to 

this Settlement Agreement. The $23.0 million decrease in base retail rates was allocated across 

all tariff classes. 

(b) Kentucky Power agrees to design rates and tariffs, including the addition 

or modification ofTari:ffB.S.l.O.R. , TariffB.S.R.R., K.E.D.S. , and TariffE.S, that will generate 

an additional $45.4 million in retail rates, as illustrated on EXHIBIT 1 to this Settlement 
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Agreement, based on the September 30, 2014 test year used by Kentucky Power in the Rate 

Application. 

(i) As part of the Commission's consideration of the reasonableness 

of this Settlement Agreement, the tariffs designed in accordance with this subparagraph shall be 

filed with the Commission and served on counsel for all parties to this case no later than April 

30,2015. 

(ii) Within ten days ofthe entry of the Commission's Order approving 

without modification this Settlement Agreement and the rates and thereunder, Kentucky Power 

shall file with the Commission signed copies ofthe tariffs in conformity with 807 KAR 5:011. 

(c) Except as provided in Paragraph 8(f), the new base retail rates reflecting 

the $23.0 million decrease in base retail rates shall remain in effect until the Commission's Order 

modifying the Company' s base retail rates in Kentucky Power's next base rate case. The rates 

established in TariffB.S.l .O.R., TariffB.S.R.R., and TariffE.S, as further des·cribed below, shall 

be modified from time to time in accordance with the provisions of those tariffs. 

2. Rate ofRetmn On Equity For Certain Purposes. 

Kentucky Power shall be authorized a 10.25% return on equity that will be utilized in 

TariffE.S., TariffB.S.R.R., TariffB.S.l.O.R., for purposes of determining the Weighted 

Average Cost of Capital ("W ACC"), and accounting for the allowance for funds used during 

construction ("AFUDC"). 

3. Capitalization and Gross Revenue Conversion Factor. 

Kentucky Power shall utilize a WACC of 7.34% and a gross revenue conversion factor 

("GRCF") of 1.616424. The calculation of the WACC reflects no short term debt. This WACC 

and GRCF shall remain constant until such time as the Commission sets base rates in the 
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Company's next base rate case proceeding. The calculations of the WACC and GRCF are 

shown on EXHIBITS 2 AND 3, respectively. 

4. Kentucky Power's TariffE.S. 

Kentucky Power's 2014 Environmental Compliance Plan is approved. The annual 

baseline level for environmental cost recovery under the tariff shall be $34,902,677, and the 

monthly baseline amounts shall be as set forth in EXHIBIT 4 to this Settlement Agreement. In 

accordance with paragraph 6 of the July 2, 2013 Stipulation and Settlement Agreement in Case 

No. 2012-00578, as approved by the Commission's October 7, 2013 Order, all costs associated 

with Mitchell Units 1 and 2 Flue Gas Desulfurization equipment have been excluded from base 

rates and the environmental baseline level and shall be recovered exclusively through TariffE.S . 

Except as modified herein, TariffE.S. is approved as filed. 

5. Kentucky Power's TariffS.S.C. 

TariffS.S.C. is approved as filed with the Company's application in this case, effective 

the first billing cycle of July, 2015 with the following modifications: 

(a) Effective for service rendered in the first billing cycle of July 2015 

(beginning June 30, 2015), any over or under difference between each month's actual off-system 

sales margins and the monthly baseline shall be shared between the customers and Kentucky 

Power on a 75% (customer)/25% (Kentucky Power) basis. 

(b) Effective for service rendered in the first billing cycle of July 2015 

(beginning June 30, 2015), the sharing of off-system sales margins shall be calculated using an 

annual baseline of$15,136,000. TariffS.S.C., as conformed to reflect the modifications 

described herein is attached as EXHIBIT 5 and shall be approved. The monthly amounts shall be 

as set forth in EXHIBIT 5 of this Settlement Agreement. The monthly off-system sales margin 
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baseline amounts include and monthly actual off-system sales margins shall be calculated 

utilizing the methodology for allocating no load costs described in Paragraph 11 of this 

Agreement. 

(c) Consistent with the practice prior to the suspension of the sharing of 

system sales margins effective January 1, 2014, the TariffS.S.C. credit (charge) applicable to 

customers ' bills in any month shall be calculated using the actual off-sys~m sales margins for 

the calendar month two months prior to the billing month. For purposes of clarity, the off­

system sales margins for the July 2015 and August 2015 billing cycles shall be calculated using 

the May 2015 and the June 2015 actual off-system sales margins, respectively. 

6. TariffB.S.R.R. 

(a) The Company' s Big Sandy Retirement Rider ("Tariff B.S.R.R.") as set 

forth in EXHIBIT 6 to this Settlement Agreement shall be approved. 

(b) The initial B.S.R.R. revenue requirement shall not include any estimated 

Big Sandy Retirement Costs. The calculation of the initial B.S.R.R. revenue requirement is set 

forth in EXHIBIT 7 to this Settlement Agreement. 

(c) Subject to review by the Commission as set forth below, the B.S.R.R. rate 

shall be modified annually effective cycle 1 of the October billing cycle of each year. 

(d) Actual retirement related costs incurred subsequent to June 30, 2015 shall 

be deferred and added as they are incurred to the unamortized B.S.R.R. regulatory asset. The 

calculation of the pre-tax carrying charge on the unamortized balance of the B.S.R.R. regulatory 

asset will be determined net ofrelated B.S.R.R. Accumulated Deferred Incomes Taxes 

("ADIT"). The monthly B.S.R.R. revenues that exceed the current month pre-tax WACC 

carrying charges on the unamortized balance of the B.S.R.R. regulatory asset (including both the 

unamortized B.S.RR. costs initially included in the B.S.R.R. revenue requirement and the post-
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June 30, 2015 actual retirement-related costs subsequently deferred) will be used to reduce the 

unamortized B.S.RR costs to be recovered. The pre-tax WACC rate initially used to develop 

the pre-tax W ACC carrying charges shall be as set forth in EXHIBIT 2; the pre-tax WACC rate 

used to develop the pre-tax WACC carrying charges shall be re-establi~hed in each ofthe 

Company's base rate cases. The calculation of the B.S.RR revenue requirement, and 

corresponding rate as shown on EXHIBIT 6, will be performed in a manner to recover all actual 

B.S.RR incurred costs including related pre-tax WACC carrying charges on the unamortized 

B.S.R.R. balance over the remaining life of the 25-year amortization period (2040). 

(e) The Company shall file for review by the Commission no later than 

August 15 of each year the amount of actual Big Sandy Retirement Costs, including the pre-tax 

WACC carrying charge, incurred between July 1 of the prior year and June 30 of the current 

year, and supporting documentation. A copy of the annual filing shall be served on counsel for 

all parties to this proceeding. The Company's annual filing shall also provide the June 30 

current year unamortized balance of the B.S.R.R. regulatory asset and the corresponding rate as 

shown on EXHIBIT 6. The annual B.S.R.R. filings will reflect revised B.S.R.R. rates to recover 

the unamortized B.S.R.R. costs, including the pre-tax WACC carrying charges, over the 

remaining life of the 25-year amortization period (2040). The amended B.S.R.R. rate shall 

become effective cycle 1 of the October billing cycle of each year, subject to any adjustments 

made by the Commission. 

(f) If required at the conclusion of the final year of the 25-year collection 

period to recover completely any remaining unamortized balance of the B.S.R.R. regulatory 

asset, to recover all actual retirement costs in the final year ofthe 25 year collection period, and 

to true-up any over or under-recovery, a fmal one-year B.S.R.R. rate shall be established. 
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7. TariffB.S.l.O.R. 

The Company's TariffB.S.l.O.R. attached as EXHIBIT 8 shall be approved. 

8. Distribution System Reliability -Veg;etation Management. 

Effective July 1, 2015, Kentucky Power's existing Distribution Vegetation Management 

Plan (approved by the Commission's June 29, 2010 Order in Case No. 2009-00459) shall be 

modified as described below, and the Company shall make the following expenditures for 

Distribution Vegetation Management with respect to distribution system reliability: 

(a) Kentucky Power agrees to implement Scenario 2 as descri_bed at pages 25-

26 of the direct testimony of Company Witness Everett G. Phillips in this case, as further 

modified as described in the Company's response to KPSC 3-7 and to align the expenditures to 

match the increased revenues to be provided beginning approximately July 1, 2015 as a result of 

the Commission's Order approving this Settlement Agreement. The effect of the alignment of 

the increased revenues with increased expenditures is to shift the expenditures six months into 

the future from that illustrated in the Company's response to KPSC 3-7. The Company projects 

it will be on a :five-year maintenance cycle beginning July 1, 2019. Beginning July 2015 

Kentucky Power shall make operation and maintenance expenditures for distribution system 

vegetation management in the sums shown on EXHIBIT 9 to this Settlement Agreement. The 

mileage targets for the three phases (2010 Unanimous Settlement Agreement, Interim Clear, and 

Maintenance (5-years growth)) are shown on EXHIBIT 10. 

(b) In calculating the allocations set forth in EXHIBIT 1 to this Settlement 

Agreement, $10,655,900 of the increase in revenue requirements that is associated with the 

increased reliability spending described in this paragraph 8 of this Settlement Agreement was 

allocated solely to tariff classes with primary and secondary service offerings. 
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(c) On or before September 30, 2015, and each September 30 thereafter, 

Kentucky Power shall file with the Commission a reliability work plan outlining the planned 

Distribution Vegetation Management expenditures for the following calendar year. The work 

plan shall identify on a circuit-by-circuit basis the Distribution Vegetation Management work to 

be performed during the relevant calendar year and the projected operation and maintenance 

expenditures during the relevant period to carry out the planned work. 

(d) On April1, 2016, and each April1 thereafter, Kentucky Power shall ftle 

with the Commission the following reports concerning system reliability and the expenditure of 

the funds described in subparagraphs (a) and (b) ofthis paragraph: 

(i) the Kentucky Power Customer Average Interruption Duration 

Index for the reporting period; 

(ii) the Kentucky Power System Average Interruption Frequency 

Index for the reporting period; 

(iii) the Kentucky Power System Average Interruption Duration Index 

for the reporting period; 

(iv) a description on a circuit-by-circuit basis of the Distribution 

Vegetation Management work performed by Kentucky Power during the reporting period; 

(v) a description on a circuit-by-circuit basis of the operation and 

maintenance expenditures for Distribution Vegetation Management performed by Kentucky 

Power during the reporting period; and 

(vi) any unanticipated problems or further information useful to the 

Commission's review of the report. In the event Kentucky Power is unable to complete a 
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material portion of the planned work on a circuit during a reporting period, Kentucky Power 

shall provide an explanation for its inability to do so. 

(e) Kentucky Power shall use reasonable and prudent efforts to adhere to and 

carry out any work plan filed in connection with this subparagraph. 

(i) Kentucky Power may alter its proposed spending as detailed in its 

annual September 30 filing upon discovery of a more pressing need for Distribution Vegetation 

Management expenditures relating to system reliability purposes. Kentucky Power shall notify 

the Commission in writing within 3 0 days of any material deviation from the work plans filed in 

connection with this subparagraph. 

(ii) In the event that the Company's expenditures in any Vegetation 

Management Year are either greater than or less than the $27,661,060 included in annual base 

rates, the annual shortfall or excess shall be added to or removed, respectively, from the 

scheduled future expenditures. To reflect the commencement of additional funding effective 

June 30, 2015, the Vegetation Management Year shall be July 1 through June 30. If the 

cumulative Company annual expenditures during any single Vegetation Management Year are 

less than the $27,661,060 included in annual base rates, the Company shall defer on its books 

any such shortfall as a regulatory liability. This deferral is a one-way balancing account. Such 

regulatory liability deferrals shall continue to be recorded on the Company's books until the 

Commission sets base rates in the Company's next base rate case. If Kentucky Power has 

underspent during the four Vegetation Management Year periods ending June 3 0, 2019 the 

$27,661,060 of annual vegetation management costs on a cumulative basis (4 x $27,661,060 or 

$110,640,240) at the time the Commission sets base rates in the Company's next base rate case 

after June 30, 2019, the amount underspent will either be refunded to customers or used to 
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reduce the revenue requirement in that case. Alternatively, if Kentucky Power has overspent the 

$27,661,060 of annual vegetation management costs on a cumulative basis, the Company will 

not be entitled to seek recovery of such costs in a future base rate proceeding. The Company's 

expected vegetation management expenditures are shown on EXHIBIT 9. 

(f) Beginning cycle 1 of the July 2019 billing cycle, which is the approximate 

date the Company anticipates commencing the five-year maintenance cycle, and until the 

Company's base rates are established in the first base rate case after June 30, 2019, the Company 

shall reduce the base retail rates for those tariff classes with primary and secondary service 

offerings by $11 ,780,408. The reductions shall be allocated solely to tariff classes with primary 

and secondary service offerings, and in the same fashion as the $10,655,900 increase in revenue 

requirements to fund the Distribution Vegetation Management Program described in this 

paragraph 8 was allocated, as shown on EXHIBIT 9. Kentucky Power agrees to):he make the 

tariff fllings required to implement the rate reduction described in this subparagraph (f), and 

further shall include in its tariff the provision shown on page 2 of EXHIBIT 9 recognizing the 

reduction. 

(g) A copy of any report or notice filed with the Commission under this 

paragraph 8 shall concurrently be served upon counsel for all parties to this proceeding. 

9. Depreciation Arid Amortization of Deferred Costs. 

(a) Kentucky Power shall continue to include in the calculation of its annual 

distribution depreciation expense the depreciation rates currently approved by the Commission 

in, and utilized by Kentucky Power since, its 1991 rate case (P.S.C. Case No. 91-066.) The 

Company shall include in the calculation of its annual depreciation expense the Company' s 

proposed depreciation rates for transmission and general plant. The Company shall include in 
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the calculation of its annual generation depreciation expense the Company' s proposed 

depreciation rates for generation, except as modified with respect to Mitchell Production Plant 

Account No. 311 (Structures & Improvements), 312 (Boiler Plant Equipment), 312 (Boiler Plant 

Equipment (SCR Catalyst), 314 (Turbogenerator Units), 315 (Accessory Electrical Equipment), 

and 31 6 (Miscellaneous Power Plant Equipment) in Exhibit LK-16 of the testimony ofKIUC 

Witness Lane Kollen. A complete schedule of the depreciation rates to be approved by the 

Commission for use by Kentucky Power in calculating its annual depreciation expense is set 

forth in EXHIBIT 11. 

(b) Kentucky Power shall recover and amortize the $12,146,000 in deferred 

costs associated with the 2012 storms, as approved by the Commission in its January 7, 2013 

Order in Case No. 2012-00445. The deferred costs shall be amortized over a five year period at 

an annual amount of$2,429,200. 

(c) Kentucky Power shall amortize the $4,657,731 jurisdictional balance of 

Accumulated Deferred State Income Tax ("ADSIT'') related to the acquisition of the Mitchell 

Plant. The Company shall amortize the ADSIT balance over a three year period at an annual 

amount of$1 ,552,577. 

1 0. Economic Development Surcharge. 

(a) The Company shall collect from all customers an economic development 

surcharge of $0.15 per meter per month. All economic development surcharge funds collected 

by Kentucky Power shall be matched dollar-for-dollar by Kentucky Power from shareholder 

funds. The proceeds ofthe economic development surcharge and the Kentucky Power's 

shareholder contribution shall be used by Kentucky Power for economic development projects, 

including the training of local economic development officials, in the Company' s service 
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territory. The economic development surcharge, and the matching shareholder contribution, 

shall remain in effect until changed by order of the Commission. 

(b) The Company shall modify its tariffs to provide for the collection of the 

$0.15 per meter per month economic development surcharge. 

(c) Kentucky Power shall file on or before March 31, 2016, and each March 

31st thereafter, a report with the Commission describing: (i) the amount collected through the 

Economic Development Surcharge; and (ii) the matching amount contributed by Kentucky 

Power from shareholder funds. The annual report to be filed by the Company shall also describe 

the amount, recipients, and purposes of its expenditure of the funds collected through the 

Economic Development Surcharge and shareholder contribution. 

(d) Kentucky Power shall serve a copy of the annual report to be filed with the 

Commission in accordance with subparagraph (c) on counsel for all parties to this proceeding. 

11. No Load Cost Allocation. 

Upon the Order of Commission in Case No. 2014-00396 approving this Settlement 

Agreement without modification becoming final and non-appealable, and there having been no 

modification to this Settlement Agreement as a result of any rehearing or appeal: 

(a) The Company shall withdraw and dismiss with prejudice its pending 

appeal before the Franklin Circuit Court in Civil Action No. 15-CI-00168 of the Commission's 

January 22, 2015 order in Case No. 2014-00225; 

(b) KIUC shall withdraw and dismiss with prejudice its pending appeal before 

the Franklin Circuit Court in Civil Action Nos. 15-CI-168 (counterclaim) and 15-CI-190 of the 

Commission's January 22,2015 order in Case No. 2014-00225. By separate agreement 

embodying the terms of this paragraph 11, the Attorney General, who is not a signatory to this 
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Settlement Agreement, KIUC, and Kentucky Power have agreed the Attorney General shall 

withdraw and dismiss with prejudice his appeal in Civil Action Nos. 2015-CI-168 (counterclaim) 

2015-CI-180 (original appeal by Attorney General), and 2015-CI-00190 (cross-claim by 

Attorney General) in consideration of the Company withdrawing and dismissing its appeal in 

Civil Action No. 2015-CI-168 in accordance with this paragraph 11; 

(c) The Company shall not recover any Mitchell no load costs incurred during 

the period from January 1, 2014 through May 31 , 2015 (the "Overlap Period"). Those Mitchell 

no load costs already recovered by the Company during the Overlap Period shall be refunded 

without interest consistent with the terms of the Commission's January 22, 2015 Order in Case 

No. 2014-00225 . The Signatory Parties agree the refund ofMitchell no loads costs required by 

the Commission's January 22, 2015 Order in Case No. 2012-00225 resolves all issues relating to 

the recovery through the fuel adjustment clause of the Company's no load costs in Case No. 

2014-00450, and any subsequent fuel adjustment clause review proceedings reviewing the 

Company's recovery of fuel costs during the Overlap Period. 

(d) KIUC shall withdraw the joint testimony of Lane Kallen filed in Case No. 

2014-00450 on behalf of the Attorney General and KIUC. 

(e) Following the end of the Overlap Period, the Company shall allocate fuel 

costs to off system sales utilizing supply curves for each ofthe Company's units and any 

purchases. The Company will then assign the highest dollar per Megawatt-hour incremental 

variable costs of all of these resources to off system sales down to the applicable minimum of the 

units on an hourly basis. This method will continue until fuel and/or purchase costs have been 

allocated to all off system sales. All other fuel and purchase power costs, including no load fuel 

costs, will remain with internal load. In the event that the sum ofthe unit minimums exceeds 
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Kentucky Power's internal load, the sum of all of the units remaining costs, excluding the no load 

costs, is computed on a $/MWh basis, and this cost is assigned to the MWhs of any remaining 

off-system sales. 

(f) The Company shall inform the Commission of proposed prospective 

changes in the allocation of fuel costs to Kentucky retail customers prior to implementing the 

change. Any such change shall remain subject to Commission review and approval pursuant to 

807 KAR 5:056. 

12. Biomass Energy Rider. 

(a) The Company's Biomass Energy Rider ("TariffB.E.R.") shall be revised 

as set forth in EXHIBIT 12. Under the revised Tariff B.E.R., total charges to be recovered shall 

include an energy charge and a demand charge. The energy charge shall be determined by the 

metered energy output of the generating facility at the annual average PJM AEP Zone Locational 

Marginal Price ("LMP"). The demand charge shall be calculated by subtracting the energy 

charge from the total annual charges. For residential customers, the total charges under Tariff 

B.E.R. (energy and demand) shall continue to be based on residential energy use recorded at 

customer meters. For non-residential customers, the residual energy value (total energy charge 

less the energy charge for residential customers) will be allocated based on energy. The residual 

demand costs (total demand costs less the demand cost for residential customers) will be 

allocated among the non-residential customers based on a percentage of non-fuel revenues. 

(b) This Settlement Agreement and the revision to TariffB.E.R. shall in no 

way affect: (i) the validity of the Commission's October 10,2013 Order in Case No. 2013-0144 

approving the ecoPower Renewable Energy Purchase Agreement; (ii) Kentucky Power's right 

under KRS 278.271 to full cost recovery with respect to the ecoPower Renewable Energy 
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Purchase Agreement; or (iii) the current appeal by KIUC ofthe Commission's October 10, 20 13 

Order. 

13. PJM Cost Deferral. 

(a) In the event the Company's calendar year return on equity falls below 

10.00%, calculated as a thirteen month average on a per books basis, the Company will be 

authorized to defer for future recovery through creation of a regulatory asset that portion, if any, 

ofPJM costs incurred during that calendar year in excess of the amount ofPJM costs included in 

base rates ($74,856,675) so as to increase the Company's return on equity for the calendar year 

to no more than 10.00%. 

(b) The PJM costs to be deferred for future recovery through this mechanism 

are those categories of charges and credits identified on page 15 of the direct testimony of 

Company Witness Vaughan, and any new PJM LSE charges or credits that may arise and be 

billed to the Company per the PJM tariffs. A copy of page 15 of the direct testimony of 

Company Witness Vaughan is attached as EXHIBIT 13. Subject to Commission review and 

approval, the Company shall be authorized to recover and amortize the Incremental PJM Costs 

over five years and begin recovery of the Incremental PJM Costs beginning when the 

Commission sets base rates in the Company's next base rate case. 

(c) The Company agrees that it shall not book a carrying charge or earn a 

return on any amounts deferred pursuant to this Paragraph 13, including during any deferral or 

amortization periods. 

(d) Kentucky Power agrees beginning on or before March 31, 2016, and each 

March 31st thereafter, it shall make an informational filing with the Commission quantifying and 

describing the amounts deferred in accordance with this paragraph 13. A copy of this annual 
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informational filing shall be served by Kentucky Power upon counsel fo r all parties to this 

proceeding. 

14. NERC Compliance and Cybersecurity Deferral. 

(a) The Company shall track and defer for future review by the Commission 

and recovery by the Company any post-June 30, 2015 incremental costs incurred by the 

, Company in complying with new NERC compliance or cybersecurity requirements. 

(b) The NERC compliance and cybersecurity costs to be deferred for future 

recovery through this mechanism are those categories of costs identified on pages 28 and 29 of 

the direct testimony of Company Witness Wohnhas. A copy of pages 28 and 29 oftb.e direct 

testimony of Company Witness Wohnhas is attached as EXHIBIT 14. The Company shall 

recover and amortize these costs, subject to Commission review and approval, over five years 

and begin recovery of the costs when the Commission sets base rates in the Company' s next base 

rate case. 

(c) Kentucky Power agrees beginning on or before March 31 , 2016, and each 

March 31st thereafter, it shall make an informational filing with the Commission quantifying and 

describing the amounts deferred in accordance with this paragraph 14. A copy of this annual 

informational filing shall be served by Kentucky Power upon counsel for all parties to this 

proceeding. 

15. School Energy Manager Program. 

(a) Kentucky Power shall file an application to amend Tariff D. S.M. to 

expand its current School Energy Manager Program by an amount not to exceed $200,000 per 

year for two years to (1) fund up to an additional six school energy managers as part of the 

expansion of the School Energy Manager Program to the Company's entire service territory; and 
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(2) to the extent funds are available, to fund school energy efficiency projects. In order for the 

school districts to properly budget for the upcoming school years, the Company will request an 

order on the Company's application by June 30, 2015. 

(b) Beginning on or before March 31, 2016, and each March 31st thereafter, 

Kentucky Power agrees to make an informational filing with the Commission describing the 

manner in which the additional funds described in subparagraph (a) were expended. KSBA 

agrees to cooperate with the Company by providing the information required to make the annual 

report. A copy of this annual informational filing shall be served by Kentucky Power upon 

counsel for all parties to this proceeding. 

16. TariffK-12 School. 

(a) The Company shall establish anew pilot TariffK-12 School as set forth in 

EXHIBIT 15. TariffK-12 School shall be available for general service to K-12 schools subject to 

KRS 160.325 with normal maximum demands greater than 100 kW. TariffK-12 School shall 

reflect rates for customers taking service under the tariff designed to produce annually in the 

aggregate $500,000 less from TariffK-12 School customers than would be produced under the 

new L.G.S. rates to be established under this Settlement Agreement from customers eligible to 

take service under TariffK-12 School. The aggregate total revenues to be produced by TariffK-

12 School, TariffM.G.S., and TariffL.G.S. shall be equal to the revenues that would be 

produced in the aggregate by the new rates in the absence ofTariffK-12 School. 

(b) Service under TariffK-12 School shall be optional. TariffK-12 shall 

remain in effect until a final order is issued in the Company' s next general base rate case, at 

which time this Tariff will be reviewed using the then available load research data to evaluate its 

continuance thereafter. 
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(c) TariffK-12 School attached as EXHIBIT 15 is approved. 

17. TariffC.S. - I.R.P. 

The Company agrees that it will amend TariffC.S.-I.R.P., if necessary, to be consistent 

with the revised PJM criteria in the event PJM revises its criteria governing what interruptible 

load qualifies as capacity for the purpose of the Company's FRR obligation. 

18. New Tariffl.G.S. 

The Company's new Industrial General Service Tariff ("Tariffl.G.S.") as set forth in 

EXHIBIT 16 to this Settlement Agreement shall be approved. 

19. Modifications To Kentucky Power's Rate Tariffs. 

In addition to the rate and tariff changes described and agreed to above, Kentucky Power 

and the Settling Intervenors agree that the following tariffs shall be modified or implemented as 

described below: 

(a) The Customer charge for the Residential Class ("TariffR.S.") shall be 

increased to $14.00 per month instead of the $16.00 per month proposed by the Company in its 

filing in this case. 

(b) TariffQ.P. ; TariffC.I.P.-T.O.D.; Rider E.C.S., Emergency Curtailable 

Service - Capacity and Energy; Rider E.P.C.S., Energy Curtailable Service Rider; and Tariff 

R. T.P. shall be removed from the Company's filed tariffs. 

(c) TariffC.C. shall be amended to reflect an updated charge and to 

incorporate an annual true up mechanism as described in the direct testimony of Company 

Witness Rogness. 
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(d) TariffC.S.-I.R.P. shall be amended to incorporate anew credit rate and to 

expand the total contract capacity authorized under this tariff as described in the direct testimony 

of Company Witness Rogness. 

(e) Tariff A.T.R. shall be amended to allow a temporary extension of the asset 

transfer rider to allow the Company to recover the full amount of the authorized revenue 

requirement as described in the direct testimony of Company Witness Rogness. 

(f) TariffP.P.A. shall be amended to amend the monthly rate formula to 

include a variable to allow the Company to recover the cost of power purchased unrelated to 

forced generation or transmission outages that are calculated in accordance with the Company' s 

peaking unit equivalent methodology as described in the direct testimony of Company Witness 

Rogness. Kentucky Power agrees the costs recovered through TariffP.P.A. shall be subject to 

periodic review and approval by the Commission. 

(g) The Terms and Conditions shall be amended to reflect changes to the 

Company's schedule of special or non-recurring charges as d~scribed in the direct testimony of 

Company Witness Rogness. 

20. Non-Rate Tariff Changes. 

Kentucky Power and the Intervenors agree that the non-rate terms of the following tariffs 

may be modified or implemented as described in the direct testimony of Company Witness 

Rogness: 

Tariff Modified or Implemented 

Terms and Conditions of Service 

R.S. 

R.S.-L.M.-T. O.D. 

R.S.-T.O.D. 

R.S.-T.O.D.2 
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Tariff Modified or Implemented 

S.G.S. 

S.G.S.-T.O.D. 

M.G.S. 

C.A.T.V. 

O.L. 

COGEN/SPP I 

COGEN/SPP II 

T.S. 

N.U.G. 

N.M.S. 

MGSTOD 

MW 

SL 

AFS 

GPO 

LGS 

LGSTOD 

DSM 

Kentucky Power and the Intervenors also agree that the incidental, non-rate text changes 

identified on Exhibit JAR-9 shall be implemented. 

21 . Filing Of Settlement Agreement With The Commission And Request For 
Approval. 

Following the execution of this Settlement Agreement, Kentucky Power and the Settling 

Intervenors shall file this Settlement Agreement with the Commission along with a joint request 

to the Commission for consideration and approval of this Settlement Agreement so that 

Kentucky Power may begin billing under the approved adjusted rates for service rendered on or 

after the first billing cycle of July, 2015 (June 30, 2015). 
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22. Good Faith And Best Efforts To Seek Approval. 

(a) This Settlement Agreement is subject to approval by the Public Service 

Commission. 

(b) Kentucky Power and the Settling Intervenors shall act in good faith and 

use their best efforts to recommend to the Commission that this Settlement Agreement be 

approved in its entirety and without modification, and that the rates and charges set forth herein 

be implemented. 

(c) Kentucky Power and the Settling Intervenors filed testimony in this case. 

Kentucky Power also filed testimony in support of the Settlement Agreement. For purposes of 

any hearing, the Settling Intervenors and Kentucky Power waive all cross-examination of the 

other Signatory Parties' witnesses except for purposes of supporting this Settlement Agreement, 

unless the Commission disapproves this Settlement Agreement, and each further stipulates and 

recommends that the Notice of Intent, Application, testimony, pleadings, and responses to data 

requests filed in this proceeding be admitted into the record. 

(d) The Signatory Parties further agree to support the reasonableness of this 

Settlement Agreement before the Commission, and to cause their counsel to do the same, 

including in connection with any appeal from the Commission's adoption or enforcement of this 

Settlement Agreement. 

(e) No party to this Settlement Agreement shall challenge any Order of the 

Commission approving the Settlement Agreement in its entirety and without modification. 

23. Failure Of Commission To Approve Settlement Agreement. 

If the Commission does not accept and approve this Settlement Agreement in its entirety 

and without modification, and absent agreement to the modification by the party affected 
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thereby, this Settlement Agreement shall be void and withdrawn by Kentucky Power and the 

Settling Intervenors from further consideration by the Commission and none ofthe parties to this 

Settlement Agreement shall be bound by any of the provisions herein. 

24. Continuing Commission Jurisdiction. 

This Settlement Agreement shall in no way be deemed to divest the Commission of 

jurisdiction under Chapter 278 ofthe Kentucky Revised Statutes. 

25. Effect of Settlement Agreement. 

This Settlement Agreement shall inure to the benefit of and be binding upon the parties to 

this Settlement Agreement, their successors and assigns. 

26. Complete Agreement. 

This Settlement Agreement constitutes the complete agreement and understanding among 

the parties to this Settlement Agreement, and any and all oral statements, representations or 

agreements made prior hereto or contained contemporaneously herewith shall be null and void 

and shall be deemed to have been merged into this Settlement Agreement. 

27. Independent Analysis. 

The terms of this Settlement Agreement are based upon the independent analysis of the 

parties to this Settlement Agreement, are the product of compromise and negotiation, and reflect 

a fair, just and reasonable resolution of the issues herein. Notwithstanding anything contained in 

this Settlement Agreement, Kentucky Power and the Settling Intervenors recognize and agree 

that the effects, if any, of any future events upon the operating income of Kentucky Power are 

unknown and this Settlement Agreement shall be implemented as written. 
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28. Settlement Agreement And Negotiations Are Not An Admission. 

(a) This Settlement Agreement shall not be deemed to constitute an admission 

by any party to this Settlement Agreement that any computation, formula, allegation, assertion or 

contention made by any other party in these proceedings is true or valid. Nothing in this 

Settlement Agreement shall be used or construed for any purpose to imply, suggest or otherwise 

indicate that the results produced through the compromise reflected herein represent fully the 

objectives of the Signatory P.arties. 

(b) Neither the terms of this Settlement Agreement nor any statements made 

or matters raised during the settlement negotiations shall be admissible in any proceeding, or 

binding on any of the parties to this Settlement Agreement, or be construed against any of the 

parties to this Settlement Agreement, except that in the event of litigation or proceedings 

involving the approval, implementation or enforcement of this Agreement, the terms of this 

Settlement Agreement shall be admissible. This Settlement Agreement shall not have any 

precedential value in this or any other jurisdiction. 

29. Consultation With Counsel. 

The parties to this Settlement Agreement warrant that they have informed, advised, and 

consulted with their respective counsel with regard to the contents and significance of this 

Settlement Agreement and are relying upon such advice in entering into this agreement 

30. Authority To Bind. 

Each of the signatories to this Settlement Agreement hereby warrant they are authorized 

to sign this agreement upon behalf of, and bind, their respective parties. 
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31. Construction Of Agreement. 

Tbis Settlement Agreement is a product of negotiation among all parties to tbis 

Settlement Agreement, and no provision oftbis Settlement Agreement shall be construed in 

favor of or against any party hereto. Tbis Settlement Agreement is submitted for purposes oftbis 

case only and is not to be deemed binding upon the parties hereto in any other proceeding, nor is 

it to be offered or relied upon in any other proceeding involving Kentucky Power or any other 

utility. 

32. Counterparts. 

Tbis Settlement Agreement may be executed in multiple counterparts. 

33 . Future Rate Proceedings. 

Nothing in tbis Settlement Agreement shall preclude, prevent or prejudice any pmiy to 

tbis Settlement Agreement from raising any argument or issue, or challenge any adjustment, in 

any future rate proceeding of Kentucky Power. 

IN WITNESS WHEREOF, tbis Settlement Agreement has been agreed to as oftbis 30th 

day of April 2015. 
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CASE NO. 2014-00396 SETTLEMENT AGREEMENT 

EXHIBITS 

1. Allocation of$23.0 million base rate decrease and $45.4 million increase in annual retail 
revenues. 

2. Calculation of Weighted Average Cost of Capital 

3. Calculation of Gross Revenue Conversion Factor 

4. Calculation of Monthly Base Amount ofEnvironmental Costs 

5. Revised TariffS.S.C. 

6. Revised TariffB.S.R.R. 

7. Calculation of Initial B.S.R.R. Revenue Requirement 

8. TariffB.S.l.O.R. 

9. Schedule of Annual Vegetation Management Expenses 

1 0. Vegetation Management Mileage Targets 

11. Schedule of Depreciation Rates 

12. Revised TariffB.E.R. 

13 . Page 15 of the direct testimony of Company Witness Vaughan 

14. Pages 28-29 of the direct testimony of Company Witness Wohnhas 

15 . TariffK-12 School 

16. Tari:ffl.G.S. 
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Exhibit 1 

Settlement Settlement Settlement Net 

Number of Current Base Rider Total Settlement Settlement % 

Tariff Customers Revenue Revenue Revenue Revenue Increase ROR % Increase 

Residential 138,300 $230,140,567 $224,394,156 $28,515,690 $252,909,845 $22,769,279 4.25% 9.89% 

SGS 23,823 $19,611,846 $18,711,833 $2,634,305 $21,346,138 $1,734,293 13.31% 8.84% 

MGS 7,297 $S9,677,592 $57,105,498 $7,857,059 $64,962,557 $5,284,965 14.15% 8.86% 

Schools 183 $13,648,403 $12,598,231 $1,749,853 $14,348,085 $699,681 I 5.13% 
10.64% * 

LGS 673 $56,921,244 $54,650,948 $7,309,445 $61,960,394 $5,039,150 8.85% 

IGS 88 $171,550,109 $161,500,720 $19,197,129 $180,697,850 $9,147,741 7.70% 5.33% 

OL ** $7,256,320 $6,905,967 $920,785 $7,826,752 $570,432 10.44% 7.86% 

SL 56 $1,422,709 $1,357,690 $178,894 $1,536,584 $113,876 15.57% 8.00% 

MW 11 $364,284 $348,257 $45,354 $393,612 $29,328 12.99% 8.05% 

Total 170,431 $560,593,073 $537,573,301 $68,408,515 $605,981,816 $45,388,743 6.96% 8.10% 

*Schools part of LGS class in cost-of-service study, separate rate of return is not available 
** Customers included in count for tariff of main (non-lighting) account 



EXHIBIT 2 

·KENTUCKY POWER COMPANY 
COST OF CAPITAL 

TEST YEAR ENDED 9i30/2014 
Pre-Tax 

~=--. Reapportioned Annual Weighted Weighted 
' Kentucky Percentage Cost Average Average 

Line Jurisdictional of Percentage Cost Gross"Up Cost 
No. Description Capital Total ~ ~ Factor Percent 
(1) {2) (3) (4) (5) (6) "' (4)X (5) (7) (8) ""(6)X(7) 

Long Term Debt $585,086,099 51 .51% 5.41% 2.79% 1.004977 2.8039% 

2 Short Term DGbt 0 0.00% 0.25% 0.00% 1.004977 0.0000% 

3 Accounts Receivable Financing 51 ,835,808 4.56% 1.07% 0.05% 1.004977 0.0502% 

4 Common Equity 498,888,221 43.93",/, 10.25% 4-.50% 1.616424 7.2739% 
--~- -----

5 Total $1 ,135,810,128 100.00% 7.34% 10.1280% 
=-=-===== ~:=na::n:.c::::""': :&.••-.:.=== ~~E.=£:.111::.~1!. 



EXH!BIT3 

'------ Kentucky Power Company 
Computation of the Gross Revenue 

Conversion Factor 
Test Year Twelve Ended 9/30/2014 

Percent of 
1 ncremental 

Une Gross 
No. Description Revenu es 
(1) (2) (3) 

Operating Revenues 100.00% 

2 Less: Uncollectible Accounts Expense 0.30% 
3 KPSC Maintenance Fee 0.20% 

-------- ... 
4 [nco me Before income Taxes 99.50% 

5 Less: State Income Taxes (L4 X 5.7348%) 5.7348% 5.71 % 
-·--- ......... ____ .. ___ 

6 lncome Before Federal Income Taxes 93.80% 
6b Section 199 Deduction 2.56% 
6c Taxable Income for Federal Income Taxes 91.24% 

7 Less: Federal income Taxes (L6c X 35.00%) 35.00% 31 .93% 

8 Operating Income Percentage (L6- L7) 61 .86% ---- .... --.. 
9 Gross Revenue Conversion Factor (1 00% I L8) 1.616424 

=~• As::;:===!::"':= 



Ln 
No 
(1) 

2 

3 

4 

5 

6 

7 

8 

9 

1U 

11 

12 

Kentu1;lly Power Company 
Calculatton of Monthly Base Amount of Environmental Costs 

October 1, 2013 to September 3D, 2014 

Leaves only Test 
Year Rockport 

Monthly Adjustment for Adjustment to Expenses and 
Environmenta ?ool Remove Big Gains on 

Mootb IYesac ~ TerminatJon Sandy 81lgw;a~s 

(2} (3) (4) (5) tf (6) 
(3) + (4) + (5) 

October 2013 $2,588,033 -$884 674 -$1 ,672 .93~, $30A26 

November 20 13 $2,574,766 -$873J79 -$1,686 320 $14 .667 

December ::!013 $3-956-730 -$921 717 -$3.000 383 $34.630 

Januarf 2014 $2.819 234 $0 -$2 .789.805 $29 .429 

February 201 "- S2.727 ,758 $0 -$2.686 ,504 $39 254 

March 2014 $2.36 1 529 so -$2,321,728 $39 801 

Apr~ 2014 $2.844,327 $0 -$2 ,804.7 12 $39,61 5 

May2014 $2,450,433 $0 ·$2 ,409 658 $40,775 

June 2014 $2.788,301 $0 -$2 ,749A55 $38.846 

JUly 2014 52.675.318 $0 -$2,6::!8 .192 $37,126 

August2014 $2 ,796 ,292 $0 -$2,758,034 $38 258 

September 2014 S2 ,146 708 $0 -$2,108,067 $38,641 

Total $32,729 430 $2 680 170 $29 627 .789 $421 471 

~ ~ 

Exhlbit4 

Rockport 
Additional Tes1 
Year Expenses 

Include forO & M, Adjusted 
Mitchell N 1• Depreciation. Environmental 

FGD ;md Return Base 
# (7) # (8) # (9) 

$2.814.767 $137,763 $2.982.958 

$2,814,767 $65.935 $2.895.369 

$2,814,767 $27.591 $2,876,986 

$2,586.944 $29,919 $2,646.292 

$2.553.628 $31.777 52.624.660 

$2.625 .235 $71 057 52.736,994 

$2.672,378 $83 860 $2.795,854 

$2,655 200 $86 233 S2,782,209 

$2 619 496 $64.756 52,72:3,098 

$3 343.224 $36,490 $3 416,840 

$3 .113,126 $33.058 $3184 443 

$3 ,163 668 $34.665 ~8974 

$33,777,201 $704.005 $34~02.677 
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P.S.C. KY. N0 .10 OR{GINAL SHF..ETNO. !2,:! 
CANCELJNG r .S.C.KY.NO.lO SlmETN0.12=! 

TARIFFS. S.C. 
(System Sales Clause) 

To TariffS ItS., R.S.-l..M.-T.O.D., R.S.-T.O.D., Experltnentai.R.S.-T.O.D.2, S.G.S., ~edmsataL S.G..S.-T.O.D., M.G.S., T 
M.G.S.-T.O.b., L.G..S., L.G.S.-T.O.D.,K-12 &hoD!., Q.:P:., C.f.P, T.O,D.,IG.S .. C.S.- I.R.P .• M.W., O.L. and S.L. '7'" 

la:-aeeer9erlee with tlls Stijmlatioa aaa 8sttlemsnt A~lffit ~fll'!l'•'Sd as meditlea S,. illB Commissiea 1fy its Ordrsr Gated 
-Gstobar---'7,2@ .i5 Gte Ne. 21H2 Ofl37B, th~em Sales A~meat Fat*er v.':I:U lle--!'eeri eEd a:aia.tawed at O.OQOQ 
.milk/kWh YB1il 1lC\\'b~cGF.Ut& al'G fullit c~:tl:lhhed !Jy Cm11milo~~eut t<ega£1i w h 
ealmtllltie11 efth~Meata!y System Sales fAj!!stmsat Faster lJ!ldei:.pamgmJ?ffi llfuouga a 9~ 

1. When fue monthly net revenues from system sales are above or below the monthly base uet revenues from system 
sales, as provided in pBl'agmph 2 below, au. additional credit ot clJEI!'gc equal to tho product of tho KWJis and a 
S)'Btem Sllles aqjustment factor (A) shall be !Jlllde, where "N•, ca!cula_!ed to the nearest 0.0001 mill pel' .kilowatt­
hour, is defined &s ~~ furtb below. 

System Sales Aqj ustmentFactor (A)= (.~ • 7 5 [Thl · Th))!Sm 

In the above frmnnlos "'T' is Kenlllcky Power Company's (KPCa) monthly n~t revenues fim~ sy.>tem sales in the 
current (m) and base (b) periods, and "S'' is thfl KWH snles in the cw:rent (tn) pBJ.iod, all defined below, 

b 

l 
D 

2. The net rtmmue fl'om KPCo 's sqfes to rron-assocfated r:ompantes as reported in tire FERC liJleJ'g}l Regulatory jJ 
Commission's Onifonn Systm11 af Accormts unde~• Accoll11t 447, Sales .[or Resale, shall coosfst of and be det1ved as 
joUmvs: 

a. KPCo 's total rewm11es from SJ!Slem salrttt as reccrded in Account 447. 
less b. and a. below. 

&. KPCo '3 total out-ofpoclr:et ~sis tnmH·red in supplying the powe1• and energy for rhe sales in a. above. 

11re out-ofpoclret cosl1! fncfJJr;fe all operatf11g, mafntrmance, tax, transmission losses and other e.xpmses 
/hal wotJ!d not l!moe hee1t lncun·ed if tlre pllWBI' and energy !rod not been supplied for such .Yale!;, 
incluriing tlema11d ami energy charges for po1f!er anrl eJ'Iel"gJI supplied by Thtrd Partie11. 

c. KPCo 's em•lronmenlal costs aUocated to non-associated l!ilrif/qs in the Company's Elft•ironmentot , \ 
Sul'c.:llarge &port, N 

(Cont' d on Sheet No. 19·2) 

DATE OF ISSUE: December 23, 2014 

DATE TIPPECTIVE: Sorvict: Rerrdcred On And Afier January 22. 2015 

ISSUEl) BY: JOHN A. ROGNESS rn\=:)~r~t~~~~ - J.:". _./ -~ "- -. ' - 1/ 
J ~ ,.-r---..:- .~0 

TITLE: Director Regu1atory Services ----~ 

ByAuthoritv Of Order By The 'rub lie Service Commission 

In Case No. 2{)14-00396Date(:!:XXXXXXXX 
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P.S.C. KY. :NO. 10 ORIGINAL SHEE'l' NO. 19-2 
CANCELLING P .S.C. KY. NO. 10 SIIEET N0. 19-2 

~-----------------------------------------------------------·--------------------; 

TARIFFS. S.C. (Cont'd.) 
(System Sales Clause) 

3 '.!be base tnonthly net revenues from system sales flre-1l.S follows: 

Bil!!ug 
Mill!th 

Syb1cm.Sa1cs 
Cfotal Companv Basis} 

Januaty 
February 
Mm:oh 
April 
May 
June 
July 
August 
Seprember 
October 
Nove1nber 
Decfliilber 

$~ 

~ 

~ 
1,371,3-21 
1)91,472 
~ 
~4 

2,Be,a51 
1,&59,577 
1,7J9,66:i 
1,3";18,455 
1.568.121. 

$,15 29!l3€i3 

1,651,585 
1,413,908 
1,:172,664 
1,il!J,883 
1,238,911 
1,171,190 
1.399.696 
].()19,614 
1,099,550 
1,151,741 
l,188,7(j{), 
LJ36A96 

$[5 136000 

4. Sl!lcs (S) shall be equated to tho sum of (a) geuemtlon (:iuclucling enc:rgy pwduc~d by generoting plant during the 
coos(ructiou petiod), {b) purchase, and (c) intm-cbllllgC·in, less (d) e11crgy associated 'With purnpoo storage operationB, 
less (e) fnter-system sules and less (t) total syB!:cm los~es. 

5. The system sales ndjtmtment factor shall be based upon estimated monthly revenue~ and costs for system sales, 
subject to subsequent adjustment upon final determination of actual revenoes and costs. 

6. '!he monthly System Sales Clause shall bo filed with tho Commission te11 (10} days before it ls scbedr!lcd to go into 
effect. along with ell the uecessruy supporliug da1a tojustii)r the amouur oftl:m adjustments, which shalrh1clude dma, 
and infu.cnation ns mny be required by the Commission. · 

7. Copies of all documents l'cquirccl to be filed with the Commission under !his regulation shall be opm and made 
available fur public inspection at tho office of the Public Servico Commis~ion purnuant to !he provisions of KRS 
6 1.870 to 61.884, 

DATE OF JSSUE: ,b.QQQntbcr23. 2014 

DATE EFFECTIVE: Service Rcndeyed On And After January 22, 2015 .. ~~--

ISSUED BY: JOHN A. ROGNESS Ill '0·· ··~~~ --·~- "\ "'--;:&cygt-. ..__;:~ ~s;,;:_:= ~ ~-~--....-" 

TITLE: Director Reg!l]atorv Servic~s - -~ . - ·-. -

By Authorily Of Order Bv The Public S~rvice Commission 

In Cill!eNo. 2014-00396 Deted :XXXXXX.."XX. 

.· 
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P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 38-1 
CANCELLING P.S.C. KY. NO. lO SHEET NO. 38-1 

BIG SA.NDJ' RETIREMENT RIDER 
(B.S.R.R.) 

APPLIC1BLE. 

To Tariff$ R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D.2, S.G.S., S.G.S.-T.O.D., MG.S., MG.S. ­
T.O.D., L.G.S., L.G.S.-T.O.D .• K-12-Schoo/, LG.S., C.S. - 1.1/..P., MW., O.L. andS.L. 

Pursuant to tlze ji11al order of the Kent11cky Public Service Commission in Case No. 2012-00578 and the 
StipulatiM and Settlement Agreement dated July 2. 2013 as filed and approved by the Commission Kentuc/ql 
Power Compcmy is to rr:cover from retail ratepayers the coal-related t·etiremen/ costs of Big Sandy Unit 1, the 
retirement costs of Big Sund>' Unit 2 anc! other site-related retirement costs that will not continue in use on a 
levelized basi;J, including a weig/lted average cost of capital (WACC) carrying cost over a 25 year period 
beginnh~g when new base rates ar~ set for the Company tf14t include Mitchell Units I and 2. The term 
"Rerirement Co.rts" as UJ!ed in this r;greement are d'efined as and shall include rhe net book value, malerials 
and supplies that cannot be used economically at other plants owned by Ke11tucky Power, and removal costs 
and salvage credits, net of related AD Jr. Related A.D!T shall include tlte tax bene/rts ji·om tax abandonment 
losses. 

2 'TT!e allocation of the actual revenue requirement (A.R.RJ benveen restdenJ.lal and all ot/1er customers shall be 
based upon their respective ca11fribution. to total retail revenue~ for the mas/ recent twelve montl1 period, ending 
June 30 according to the following formula: 

ResfdenJial Allocation RAM 

All Other Allocation OA(y) 

Wlrere: 
(y) = the expense yeat¥ 

ARR(y) x KYResidendal Retail Revmue RRCb) 
KY Retail Revenue R{b) 

ARR(y) I KY All Other C/a8ses Retail Revenue ORCbl 
KY Retail Revenue R(b) 

(b) =Most recent available twelve month period ended Jwte 30. 

3 The Residential B.S.R.R.Adjustment shall provide for annual adjflst/llents based on a percent of total 
n!Venues. acc<Jrding to thejbllowblg[ormula: 

ResidenrialB.S.RR. Adjustment Factor 

Where: 
Net Annual Residentiai.Alwcation NRA(b) 

Residential Retail Revellu~ RR(b) 

(Coni 'd 011 Sheet No. 38-2) 

DATE OF ISSUE: December 23. 2014 

DATE EFFECTIVE: Service Rendered On And Aiter January 23 201 S 

ISSUED DY: JOliN A. ROGNESS ill 

TillE: Director Regulatory Services 

Bv Authority Of Order Bv. TI1e Pub[[c Service: Commlssion 

In Case No 2014-00_~(!_Dated XXXXXXXX 

et Anuual Residential Alig_qgtion NRA(yl 
Residential Retail Revenue R.R.(b) 

An1111al Residential Alwcation RAM, net 
of Over/ (Under) Recovery AdjustUlent: 

An11ual Retail Revenue for all KJI 
residemialclassesfor the year (b) . 



KENTUCKY POWER COMPANY 
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P.S.C, KY. NO, 10 ORIGJNAL SHEET NO. 38-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 38-2 

BIG SANDY RETIREMENT RIDER (CO NT' D) 
(JJ.S.ltR.) 

RATE. (Cont'd) 

.f. Tho All Other Classes B.S.R.R. Adjustment ahall provide far annual adjustments based 011 a percellt elf nonfi.rel 
revenues, according to thefollowingjimnula: 

All .Other Cla.!ses B.S.R.R. Adju~tmenJ Factor 

Where: 
Net Annual All Other Allocation NOA6~ 

All Other Classes Non-Fuel Retdil Revenue ONR(b) 

Net AnmralA/l Other Allocation NOA 6d 
All Other Classes Non-F11-el Retail Revenue 
ONR(b) 

Annual All Other Allocation OAM, nat of Over/ 
(Under) Recovery Adjustment; 

Annual Non-Fuel Retail R~ve,;uefor all classes 
other thrn! residential for the year (b). 

5. The annual Big Sandy Retirement Rider adjustments shnll be filed with tile Commission no later than August 15'1' of 
each year before It is sched11led to go fnto effect on. Cycle 1 of the October billing cycle, awng with all t!le 
necessary supporting data to justifY the amount ofrl!e adjtlstments, which shall include data, and information as 
may be requir·ed by the Commission. 

6, Copies of all documents requlred to he filed with the Commi.Ysion shall be open and made available for public 
inspection a/the office of/he Public Service CommiSsion pursuanlto the provisions of KRS6J.870 to 61.884. 

DATE OF ISSUE: December 23.2014 

DATE EFFECTIVE: Service Rendered On And After Januarv 23,2015 

L<iSUEDBY: JOHN A ROGNESS III 

TITLE: Director Rei].ulatozy Seryjces 

By Authority Of Order By The Public Service Commission 

In Case Nu. 2014-00396 Dated XXXXXXXX. 



Monthl~W8CC Q!lculation Exhibit7 
WACC 10.1280% 

Month ly 0.8440% 

Monthly Payment 1,413,412 
Recove~ of Estimated June 30, 20:1.5 Reg Asset Balance 

Estimated June Balance of 
CalyVlng levenzed Calculated 3.0,2015 Reg Compone11tso SUbject 

Year Additions Olarges Pa-yment Olangei11 RA Asset Balance ADITonRA ADLTI3a[ancc to WAr£ 

$207,727,914 ($72,704,770) $135,023,144 

1 $13,574,166 $16,960,949 ($3,386,783) $204,341,131 $1,185,374 ($71,519,396) $132,821,735 
2 $13,344,355 $16,960,94.9 ($3,616,593) $200,72.4,538 $1,265,808 ($ 70,253,588) $130,470,949 

3 $13,098,951 $16,960,94-9 ($3,861,998) $196,862,540 $1,351,699 ($68,901,889) $127,960,651 

4 $12,836,895 $16,960,949 ($4, 124,054) $192,738,486 $1,443,419 ($67,458,470) $125,280,016 

5 $12,557,056 $16,960,949 ($4,403,892) $188,334,594 $1,54-1,362 ($65,917,108) $122,417,486 

6 $11,258,230 $16,960,949 ($4, 702,719) $183,631,875 $1,64-5,952 ($64,271,156) $119,360,719 

7 $11,939,126 $16,960,949 ($5,021,822) $178,610,052 $1,757,638 ($62,513,518) $116,096,534 
8 $11,598,370 $16,960,949 ($5,362,579) $173,247,474 $1,876,903 ($60,636,616) $112,610,858 

9 $11,234,491 $16,960,949 ($5,726,45 7) $167,521,016 $2,004,260 ($58,632,356) $108,888,661 

10 $10,B45,92Z $16,960,949 ($6,115,027) $161,405,990 $2,140,259 ($56,492,096) $104,913,893 

11 $10,430,986 $16,960,949 ($6,529,963) $154,875,027 $2,285,487 ($54,206,609) $100,669,417 
12 $9,987,894 $16,960,949 ($6,973,054) $147,902,973 $2,440,569 ($51,766,040) $96,136,932 

13 $9,514,737 $16,960,949 ($ 7,446,212) $140,456,761 $2,605,174 ($49,159,866) $91,296,895 
14 $9,009,473 $16,960,949 ($7,951,475) $132,505,286 $2,783,016 ($46,376,850) $B6,12B,436 
15 $8,469,925 $16,960,949 ($8,491,024) $124,014,263 $2,971,858 ($43,404,992) $80,609,271 

16 $7,893,766 $16,960,949 ($9,067,183) $114,947,080 $3,173,514 ($40,231,478) $74,715,602 

17 $7,278,511 $16,960,949 ($9,682,438) $105,2.64,642 $3,388,853 ($3 6,842,625) $68,422,017 

18 $6,621,508 $16,960,949 {$10,339,441) $94,925,201 $3,618,804 ($33,223,820) $61,701,381 

19 $5,919,924 $16,960,949 {$11,041,025) $83,884,176 $3,864,359 ($29,359,462) $54,524,714 

20 $5,170,734 $16,960,949 {$11,790,215) $72,093,961 $4,126,575 ($25,232,886) $46,861,075 

21 $4,370,707 $16,960,949 ($12,590,242) $59,503,719 $4,-406,585 ($20,826,3Q2) $38,677,418 

22 $3,516,395 $16,960,949 ($13,444,554) $46,059,166 $4,705,594 {$16,120,708) $29,938,458 

23 $2,604,113 $16,960,949 {$14,356,836) $31,702,330 $5,024,893 ($11,095,815) $20,606,514 

24 $1,629,928 $16,960,949 ($15,331,021) $16,371,309 $5,365,857 ($5,729,958) $10,64-1,351 

~5 $589,640 $16~60,9~ !Sl6,3Z1,3!l~l ($0) ~~.7~,958 ($0) ($0) 

Total $;1.16,2.95,8.01 $424,023,715 ($ 207,727,914) $72,704,770 



KENTUCKYPOWERCOMPANY 
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P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 39-1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 39-1 

APPLICABLE. 

BIG SANDY UNIT 1 OPERATION RIDER 
(B.S.l.O.R.) 

To Tariffs RS., R.S.-L.M-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D. 2, S.G.S., S.G.S.-T.O.D., MG.S., MG.S.-T.O.D., L.G.S., 

L.G.S.-T.O.D., K-12-School, I.G.S., C.S.-I.R.P. , M W., O.L , and SL. 

Tariff Class $/kWh $/kW 

R.S., RS.-L.M-T.O.D., R.S. -T.O.D., and Experimental RS.-T.O.D. 2 $0.00330 -
S.G.S. and S.G.S.-T.O.D. $0.00272 -
MG.S. $0.00141 $0.34 

MG.S. Recreational Lighting, MG.S.-L.M-T.O.D., and MG.S.-T.O.D. $0.00283 -
L.G.S. andL.G.S.-T. O.D.and K-12 School $0.00139 $0.45 

L.G.S.-L.M-T.O.D. $0.00276 -
I.G.S. and C.S.-I.R.P. $0.00139 $0.55 

MW. $0.00248 -
O.L. $0.00147 -
S.L. $0.00147 -

Tariff BS1 OR includes all non-foel operating expenses related to Big Sandy Unit 1 not otherwise included in TariffS.S.C. or Tariff 

FA C. TariffBS10R shall also include a return on and of Big Sandy Unit 1 gas cm!Version capital when placed in service. 

The kWh factor as calculated above will be applied to all billing kilowatt-how·s for those tariff classes listed above. The kW factor 

as calculated above will be applied to all on-peak and minimum billing demand kW for the MGS, LGS and 1GS tariff classes. 

The Big Sandy Unit I Operation Rider factors shall be modified annually to collect the approved annual level of Kentucky retail 

jurisdictional Big Sandy Unit 1 revenue requirement and any prior review period (over)lunder recovery. 

The Big Sandy Unit 1 Operation Rider factors shall be determined as follows: 

For all tariff classes without dema11d billi11g: 

kWh Factor 

kWFactor 0 
For all tariff classes with demand billing: 

kWh Factor • 

kWFactor • 

BS!Ex (BEc/assiBEroraV + BS1D x (CPaassiCProtaV 

--------------- ·-- -
BEe/ass 

BS1 EX (BEams IBErotaV 

BEetass 
BSIDx (CPoassiCProtaV 

--------- --
BDcloss 

(Cont 'd on Sheet No.39-2) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After Januruy 23 .2015 

ISSUED BY: JOHN A . ROGNESS III 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 39-2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 39-2 

RATES. CCont'dl 

Where: 

BIG SANDY UNIT I OPERATION RIDER (CONT'D) 
(B.S.l.O.R) 

1. "BS 1 D" is the actual annual retail Big Sandy Unit 1 demand-related costs, plus any prior review period (over )Iunder recovery. 

2. "BS1 E" is the actual annual retail Big Sandy Unit 1 energy-related costs, plus any prior review period (over)/under recovery. 

3. "BEoass •· is the historic annual retail jurisdictional billing kWh for each tariff class for the current year. 

4. "BDoass" is the historic annual retail jurisdictional billing kW for each applicable tariff class for the current year. 

5. "CP aass " is the coincident peak demand for each tariff class estimated as follows: 

Tariff Class BEctass CP/kWh Ratio CP~tcm 

(1) (2) (3) (4)=(2)x(3) 

RS., RS.-L.M-TO.D., R.S.-TO.D., and Experimental R.S.-TO.D. 0.0236060% 

S.G.S and S.G.S.-TO.D. 0.0163937% 

MG.S. 0.0177002% 

M.G.S. Recreational Lighting, MG.S.-L.M.-TO.D., and MG.S. -

TO.D. 0.0177002% 

L.G.S.and L.G.S.-TO.D.and K-12 School 0.0169381% 

L.G.S.-L.M.-TO.D. 0.0169381% 

I.G.S. and C.S.-I.RP 0.0130626% 

M.W. 0.0134057% 

O.L. 0.0009431% 

S.L. 0.0009890% 

BE rata/ CPratal 

6. "BEratat" is the sum of the BEoassfor all tariff classes. 

7. "CProtat" is the sum of the CPctass for all tariff classes. 

The factors as computed above are calculated to allow the recovery of Uncollectible Accounts Expense of 0.3% and the K.PSC Maintenance 
Fee of0.J952% and other similar revenue based taxes or assessments occasioned by the Big Sandy Unit 1 Operation Rider revenues. 

The annual Big Sandy Unit] Operation Rider factors shall be filed with the Commission ten (10) days before it is scheduled to go into effect, 
along with all necessa1y supporting data to justify the amount of the adjustments, whid1 shall include data and information as may be 
required by the Commission. 

Copies of all documents required to be filed with the Commission shall be open and made available for public inspection at the office of the 
Public Service Commission pw·suant to the provisions of KRS 61.870 to 61.884. 

DATE OF ISSUE: December 23, ?0 14 

DATE EFFECTIVE: Service Rendered On And After January 23.2015 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatorv Services 

By Authority Of Order By The Public Service Commission 

In Case No. 20 l 4-00396 Dated :XXXXXXXX 



Year 

2010 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

Totals 

Revision to Table 10 - Phillips Direct Testimony, Page 30 

Scenario 2 on 5 yr 
Scenario Cost Comparison for 4 Year Cycle Cycle 

Scenario 1 

$8,950,346 

$17,261,128 

$17,029,248 

$17,466,579 

$17,237,965 

$17,237,965 

$17,237,%5 

$17,237,965 

$17,237,965 

$38,462,690 

$38,078,063 

$37,697,283 

$37 320,310 

$19,453,819 

$317,909,291 

Scenario 2 

$8,950,346 

$17,261,128 

$17,029,248 

$17,466,579 

$17,237,965 

$27,661,060 

$27,664,598 

$27,661,949 

$27,664,089 

$20,251,822 

$20,049,303 

$19,848,810 

$19,650 32.2 

$19,453,819 

$287,851,038 

Residential 
SGS 

MGS 

Scenario 3 Scenario 4 Scenario 5 

$8,950,346 $8,950,346 $8,950,346 

$17,261,12& $17,261 ,128 $17,261,128 

$17,029,248 $17,029,248 $17,029,248 

$17,466,579 $17,466,579 $17,466,579 

$17,237,965 $17;2.37,9.65 $17,237,965 

$28,467,336 $40,801,455 $27,661,060 

$2 8, 182,662 $41,125,000 $27,664,598 

$34,371,.345 $29,775,649 $27,661,949 

$40,459,059 $21,456,386 $27,664,089 

$40,054,468 $20,251 ,822 $16/2.01,457 

$39,653,924 $20,049,303 $16,039,443 

$27,696,470 $19,848,810 $15,879,048 

$19,650,322 $19,650,322 $15 720,258 

$19,453,819 $19,453,819 $15,563,055 
-

$355,934,672 $310,357,832 $268,000,223 

Annual Level included in Settlement Base Rates 

Average Yearly Level beginning July 2019 

Base Rate Reduction Beginning July 2019 

Class Allocation of Base Rate Reduction* 

Voltage 
Secoudaty 

LGS and K-12 Schools 
IGS 

$8,168,487 
$376,607 

$1,213,717 
$1,280,582 

$44,413 

$31 '131 
$6,668 

$15,540 
$184,399 
$451,811 

OL 
SL 

MW $7,053 
Total $651,750 

*Allocation of Vegetation Management CostsAs-Fi1ed 

Exhibit9 

Page 1 of2 

Scenario 2 on 5 yr Cycle 
Revised on 04202015 

Scenario 5 Revised 

$8,950,346 

$17,261,128 

$17,029,248 

$17,466,579 

$17,237,965 

$22,327,777 

$27,664,598 

$27,661,949 

$27,664,089 

$21,534,740 

$16,039,443 

$15,879,048 

$15,720,258 

$15,563,05 5 

$268,000,223 

$27,661,060 

$15,880,652 

$11,780,408 

$8,168,487 
$376,607 

$1,229,257 
$1,464,981 

$496,224 
$31,131 

$6,668 

$7,053 
$11,780,408 



Addition to Terms and Conditions of Service~ Sheet No. 2-11 
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20. DISTRIBUTION SYSTEM RE:LIABILITY- VEGETATION MANAGE:t\-IENT ADJUSTMENT 

Pursuant to the final order of the Kentucky Public Service Commission inCase No. 2014-00396 and the 
Settlement Agreement dated April_, 2015 as filed and approved by the Commission, Kentucky Power 
shall reduce the base retail rates for those tariff classes with primary and secondary service offerings by 
an aggregate amount equal to $11,780,408 beginning July 1, 2019 when the Company commences the 
five-year maintenance cycle. The reduced base rates shall be designed using the tariff class allocation as 
shown in Exhibit 9 to that Settlement Agreement and the test year billing units as filed by the Company 
in Case No. 2014-00396 to produce $11,780,408less revenue annually. The $11,780,408 reduction is 
the difference between the $27,661,060 built into base rates and the $15,880,652 average on-going 
annual spending after the interim clearance program period is complete. 



Exhibit 10 

~------------------------------------------------------~ Table 11: Scenario 5 (Mileage Required for 5 Year Cycle) 



KENTUCKY POWI:R COMPANY 
DEPRECIATION RATES 

EXHIBIT N0.11 

FROrll THE SETTLEMENT AGREEMENT IN CASE NO. 2014-ll0396 

Account Title DEPRECIATION RATES 

STEAM pRODUCTION PI.ANT 

BIG SANDY PLANT (a) 

311 
312 
3.12 
314 
31 5 
316 

SlruGf.ures & Improvements 
Boller Plant Equipment 
Boiler Plant Equip SCR Catalyst 
Tllrbogenerator Units 
Accessory Electrical Equipment 
Misc. Power Phmt Equip. 

3.78% 
3.76% 
4.78% 
3.76% 
3.78% 
3.78% 

MITCHELL PLANT· (b) 

311 
312 
312 
314 
315 
31~ 

Stru.ctures & lmprovemenls 
Boiler Plant Equipmeni 
Boiler Plant Equip SCR Calalyst 
Ttr.bogenerator Units· 
AcmssofY Elec1rical Equipment 
Misc. Power Plant Equip. 

2.66% 
3.05% 

12.50% 
1.76% 
1.66% 
2.72% 

TRANSMISSION PLANT (a] 

350.1 
352 
353 
354 
355 
358 
357 
358 

Lanq Rights 
Structures & Improvements 
Station Equipment 
To-Ners & Rxturas 
Poles & Flxtures 
OH Condt.ictor & Devices 
Underground Conduit 
Underground CondUc10r & Devices 

1.44% 
2.08% 
2.15% 
2.81% 
3.95% 
2.91% 
2.99",!, 
2.62% 

OIS1Rit3LITION PLANT (c) 

360,1 
361 
362 
364 
365 
386 
367 
368 
3S9 
370 
371 
373 

La~d Rights 
Structures & Improvements 
Station Equipment 
Poles, Towers, & Fixtures 
Overhead Conductor & Dev!oes 
Underground Conduit 
Unclemround Conductor 
Line Transformers 
Service• 
Meters 
Installations on custs. Pnem. 
Sfreet Lighting & Signij) Sys. 

3.52% 
3.52°A. 
3.52% 
3.52% 
3.52% 
3.52% 
3.52% 
3.52% 
3,52% 
3.52% 
3,52% 
3.52°,(, 

GENERAL PLANT (a) 

389.1 
390 
391 
392 
393 
394. 
395 
396 
397 
396 

Notes; 

Land Rights 
Slructures & Improvements 
Or.lce Fumlture & Equipment 
Transportation Equipment 
Stores E~ulpment 
Tools Shop & Garage Equipment 
Labqratbry Equl)lment 
Power Operated Equipment 
Communication Equipment 
Mlscellaneo«s Equlprr.ent 

1.59% 
3,97% 
3,20% 
3.52'h 
~.15',(, 

4.20% 
5.76% 
5.43% 
5.88% 
6.73% 

(a) As per the Settlement Agreement In Case No. 2014-00396, the 
Company's recommended depreciation rates are to be used for 
Big S:<~ndy Plant, Transmission and General Planl 

(b) Mitchell Plant dl!preclM!on rates are based on the Company's 
calculation as modifled by KIUC witness Kellen. 

(c) DfstrJbut!on Plant depreciation remain unchanged from the 
Kentucky Power 19S1 case (Case No. 91-056). 



KENTUCKY POWER COMPANY 

APPLICABLE. 
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P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 23- 1 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 23- 1 

TARIFF B.E.R. 
(Biomass Energy Rider) 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S .-T.O.D., Experimental R.S.-T.O.D.2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.-T.O.D., 
L.G.S., L.G.S.-T.O.D., K-12 School, l.G.S., C.S.-I.R.P., M.W., O.L. and S.L. 

I. When energy is generated and sold to the Company from the ecopower biomass facility, an additional monthly 
charge shall be assessed. The allocation of the revenue requirement between residential and all other customers 
shall be based upon their respective contribution to total retail kWh sales during the most recently available 12 
month period, according to the following formula: 

Residential Allocation RA(m) = [R*P(m)] * [RS(b) I S(b)] 

All Other Allocation OA(m) = [R*P(m)] * [OS(b) I S(b)] 

Where: 
(m) = the expense month; 
(b)= the most recently available calendar twelve month period. 

In the above formulas "R" is the ra te for the cun·ent ca lendar year approved by this commission in the REP A 
between ecopower and Kentucky Power Company, "P" is the amount of kWh purchased by Kentucky Power in 
the current (m) period, and "S" is the kWh sales, all defined below. 

2. Rate (R) shall be the dollar per MWh as defined in the REP A between ecopower and Kentucky Power Company, 
including any applicable escalation factor as defined in the REPA. 

3. Produced energy (P) shall be the MWh produced and sold to Kentucky Power Company. 

4. Sales (S) shall be all KWh sold, excluding intersystem sales. Utility used energy shall not be excluded in the 
determination of sales (S). Residential Sales (RS) shall be all kWh sold to the residential class. All Other Sales 
(OS) shall be all kWh sold to all other classes, where (OS) = (S)- (RS). 

5. The residentia l biomass adjustment factor (RBAF) shall be calculated to the nearest 0.000 I mil per kilowatt­
hour, as set forth below. 

Residential Biomass Adjustment Factor (RBAF) - RA(m) I RS(m) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After Januarv 23. 2015 

ISSUED BY: JOHN A. ROGNESS Ill 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 20 14-00396 Dated XXXXXXXX 



KENTUCKY POWER COMPANY 
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P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 23- 2 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 23-2 

RATE. (Cont'd) 

TARIFF B.E.R. 
(Biomass Energy Rider) 

6. The commercial and industrial biomass adjustment factor applicable to all non-residential tariffs shall consist of 
two separate rate components: an energy charge per kilowatt-hour (ClBEAF) and a non-energy charge expressed 
as a percentage of non-fuel revenues (ClBNAF), as set forth below. 

LMP(b) 
ClBEAF OA(m) * ----- --I OS(m) 

R 

R - LMP(b) 
ClBNAF = OA(m) *-----------------I NFR(m) 

R 

Where: 
(m) =the expense month; 
(b)= the most recently available calendar twelve month period. 

In the above formulas "R" is the rate for the cun·ent calendar year approved by this commission in the REP A 
between ecopower and Kentucky Power Company, "LMP" is the annual average LMP for the most recently 
available calendar year (b), ''NFR" is the non-fuel revenue for all non-residential classes in the current (m) 
period, and "OS" is the kWh sales, all defined either above or below. 

7. Locational Marginal Price (LMP) shall be the average day-ahead location marginal price for the AEP load zone 
as published by P JM Interconnection, LLC for the most recently available calendar twelve month period; 

8. Non-Fuel Revenue (NFR) shall be non-fuel retail revenue for all classes other than residential for the expense 
month (m). 

9. Any over/under recovery will be reflected in the monthly filing for the second billing month following the month 
the cost is incwTed. 

I 0. The monthly biomass energy rider shall be filed with the Commission ten (I 0) days before it is scheduled to go 
into effect, along with all the necessary supporting data to justify the amount of the adjustment, which shall 
include data, and information as may be required by the Commission. 

II. Copies of all documents required to be filed with the Commission shall be open and made available for public 
inspection at the office of the Public Service Commission pursuant to the provisions ofKRS61.870 to 61.884. 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 23. 20 15 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 23- 3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 23- 3 

RESERVED FOR FUTURE USE 

DATE EFFECTIVE: Service Rendered On And After January 23. 20 15 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatorv Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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20 
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Q. 

A 

Q. 

A. 

VAUGHAN-15 

IV. PJMRIDER 

WHAT DOES THE COMPANY PROPOSE TO lNCLUDE lN THE PJM RIDER? 

The Company is proposing to include various PJM Open Access Transmission Tariff 

(OATI), energy, ancillary and administrative service charges and credits that it incurs 

from its participation as a load serving entity (LSE) and generation resource owner in the 

organized wholesale power markets ofthe PJM RTO. 

WHAT SPECIFIC PJM CHARGE AND CREDIT ITEMS IS THE COMPANY 

PROPOSING TO .L.~CLUDE IN THE PJMRIDER? 

The Company is proposing to include all of its PJM LSE charges and credits which are 

currently made up of but not li:rnited to the following iterus: congestio~ Financial 

Transmission Rights (FTRs), meter corrections, operating reserve, inadvertent energy, 

economic load response, synchronous condensing, .reactive service, black start service, 

regulation, synchronized reserve, day ahead scheduling reserve, peak hour llJM capacity 

availability charges, market defaults and administrative services. PJM LSE marginal loss 

charges and the marginal loss over collection credits will not be included since they are 

included in the Company's fuel clause. 

The Company is also proposing to :include the following PJM LSE transmission 

items: network integration transmission service (I'.lJTS) charges, tranSmission ovmer 

scheduling system cOntrol and dispatch service (TO) charges, regional transmission 

e..xpansion plan (R TEP) charges, point-to-point (PTP) transmission service credits, RTO 

start-up costrecovety charges and expansion cost recovery (ECRC) charges. In addition 

to the above, the Company also proposes to include any new PJM LSE charges or credits 

1hat may arise and be billed to the Company per the PJM tariffs. 
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EXHIBIT 14 
PAGE 1 OF. 2 d th 11 k . h b d . n1 . . 1 to AEP an e exce ent wor 1t as een omg for not o y 1ts companies, but 

2 for the eJ:?..tire utility network across the country. 

3 Q. WHY IS THE NCCR NECESSARY? 

4 A. As detailed in the testimony of Company Witness Stogran, NERC continues to 

5 revise existing reliability standards a!ld issue new reliability. standards, and a 

6 similar or jncreased level of activity in the future would be difficult to continue to 

7 absorb and recover only through base rates. Cybersecurity needs also. continue to 

8 grow as new threats emerge and new vulnerabilities are identified. The NCCR 

9 provides a mechanism for Kentucky Power to recover compliance costs for 

10 cy bersecurity in a timely fashion. 

11 Q. WHAT WilL BE RECOVERED THROUGH THE NCCR? 

12 A. The NCCR initially would be established at zero as a placeholder. Going 

13 forward, the NCCR is intended to recover capital related costs anQ. O&M 

14 compliance costs associated with items Such as information technology 

15 :infrastructure, physical security, workforce trainmg, supervisory control and data 

16 acquisition (SCADA) systems, smart grid secmity systems, internal and external 

17 audits~ external reporting, and recordkeeping. For example, prograril costs to 

18 perf01m Vulnerability assessments due to a specific identified threat could be a 

19 type of cost proposed for inclusion :in the NCCR The Company would ensure 

20 that only NERCwrelated capital and O&M costs are recovered through this 

21 meChanism. 

22 AEP is at the forefront of industry efforts to plan and prepare for these 

23 types of NERC compliance and cybersecurity obligations. Kentucky Power 
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1 intends to continue planning and preparing for future compliance and 

2 cybersecurity obligations, but unforeseen increases in compliance costs cannot 

3 silnply be absorbed within existing budgets. If new NERC compliance and 

4 cybersecurity costs materialize, Kentucky Power will propose to the Commission, 

5 in a rider application, recovery of fuese identified cost':l through the NCCR. 

!5 Company witness Rogness discusses the mechanics of how the NCCR will 

7 recover the costs associated with these compliance activities .in the event that 

8 recovery is pursued. 

9 Q. 

10 A 

DOES TIDS CONCLUDE YOUR DJRECT TESTIMONY? 

Yes. 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9- 9 
CANCELLrNG P.S.C. KY. NO. 10 SHEET NO.9- 9 

AVAILABILITY OF SERVICE. 

TARIFF K-12 SCHOOL 
(Public School) 

Available for general service to K-12 School customers subject to KRS 160.325 with normal maximum demands greater than 100 KW but 
no/more than 1.000 KW. 

Tariff Code 
Service Charge per Month 
Demand Chm·ge per KW 

Excess Reactive Charge per KVA 
Energy Charge per KWH 

MINIMUM CHARGE. 

Secondary 

$85.00 
$ 4.67 
$ 3.46 

7.692¢ 

Service Voltage 
Primary 

$ 127.50 
$ 4.53 
$ 3.46 
6.535¢ 

Subtransmlssion 

$628.50 
$ 4.48 
$ 3.46 

4.517¢ 

Transmission 

$628.50 
$ 4.41 
$ 3.46 

4.425¢ 

Bills computed under the above rate are subject to a monthly minimum charge comprised oftlze sum of the service charge and the minimum 
demand charge. The minimum demand charge is the product oft he demand charge per KW and the monthly billing demand. 

FUEL ADJUSTMENT CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH calculated in 
compliance with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tar(f!Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein will be increased or decreased by Ct System Sales Factor per KWH calculated in 
compliance with the System Sales Clause contained in Sheet Nos. I 9-1 and 19-2 of this Tariff Schedule. 

DEMAND-SIDE MANAGEM£1'17 ADJUSTL-,!ENTCLAUSE. 

Bills computed according to the rates set forth herein will be inCI'eased or decreased by an Demand-Side Management Adjustment Clause 
Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 
22- 13 of this Tariff Schedule, unless the customer is an industrial who has elected to opt-out in accordance with the terms pursuant to !he 
Commission's Order in Case No. 95-./27. 

ASSET TRANSFER RiDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based on a 
percent of revenue in compliance with the Asset Transfer Rider contained in Sheet No. 36-1 through 36-2 of this Tar(f!Schedule. The Asset 
Transfer Adjustment Factor will be applied to bills until such time as the pro rata amount (computed on a 365-day annual basis) 
authorized 10 be recovered via Tariff A. TR. in the Stipulation and Settlement Agreement, approved as modified by the Commission by its 
order dated October 7, 2013 in Case No. 2012-005 78, has been recovered. 

(Coni 'd. On Sheet No. 9- I 0) 

DATE OF ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On And Atlcr January 22, 2015 

ISSUED BY: JOHN A. ROGNESS III 

TITLE: Director Regulatorv Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-11 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-11 

DELAYED PA YMENT CHARGE. 

TARJFF K-12 SCHOOL (Collt'd) 
(Public Scltool) 

This tariff is due and payable in foli on or before the due date stated on the bill. On all accounts not so paid, an additional 
charge of 5% of the unpaid balance will be made. 

METERED VOLTAGE. 

The rates set .forth in this tar(tf are based upon the deliver;• and measurement o.f energy at the same voltage, thus measurement 
will be made at or compensated to the delivery voltage. At the sole discretion of the Company, such compensation may be 
achieved through the use of loss compensating equipment, the use of(ormulas to calculate losses or the application ofmultipliers 
to the metered quantities. In such cases, the metered KWH and KW values will be adjnvted for billing purposes. ({the Company 
elects to adjust KWH and KW based on multipliers, the acf.iustment shall be in accordance with the.following: 

(1) Measurement.\' taken at the low-side of a customer-owned transformer will be multiplied by 1. 01 . 

(2) Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0. 98. 

MONTHLY BILLING DEMAND. 

Billing demand in KW shall be taken each month as the highest I 5-minute integrated peak in kilowatts as registered during the 
month by a I 5-minute integrating demand meter or indicator, or at the Company's option as the highest registration o.f a thermal 
type demand meter or indicator. The monthly billing demand so established shall in no event be less than 60% of the greater of 
(a) the customer 's contract capacity or (b) the customer's highest previously established monthly billing demand during the past 
1 I months. 

DETERMINATION OF EXCESS KILOVOLT-A MPERE (KVA) DEMAND. 

The ma;rinnun KVA. demand shall be determined by the use of a multiplier equal to the reciprocal of the average power factor 
recorded during the billing month, leading or lagging. applied to the metered demand. The excess KV A demand, ((any, shall be 
the amount by which the maximum K VA demand established during the billing period exceeds 1!5% of the kilowatts of metered 
demand. 

(Cont 'don Sheet No. 9- 12) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 22, 2015 

ISSUED BY : JOHN A. ROGNESS Ill 

TITLE: Director Regulatoo· Services 

By Authori ty Of Order Bv The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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P.S.C. KY. NO. 10 ORlGlNAL SHEET NO. 9-10 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-10 

TARIFF K-12 SCHOOL (Cont'd) 
(Public School) 

Bills computed according to the rates set for th herein will be increased or decreased by a Big Sandy Retire/nent Rider Adjustment 
Factor based on a percent o.frevenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-1 through 38-2 of 
this Tarif!Schedule. 

BIG SANDY I OPERATION RIDER. 

Bills compwed according to the rates set forth herein will be increased or decreased by a Big Sandy I Operation Rider Adjustment 
Factor· per kW and/or kWh calculared in compliance with the Big Sandy I Operation Rider contained in Sheet Nos. 39-1 through 39-2 
o.fthis Tar!!JSchedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment Factor based on 
a percent of revenue in compliance with the Purchase PolVer Adjustment contained In Sheet No. 35-1 of this Tariff Sc!zedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates sel forth herein tv ill be increased or decreased by an Environmerllal Swcharge Adjuslment based 
on a percenl of 
revenue in compliance wilh the Environmerual Surcharge coma/ned in Sheet Nos. 29-1 through 29-5 of this Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be h1creased by a Capacity Charge Factor per KWH calculated in 
compliance wilh the Capacity Charge Tariff conlained in Sheel No. 28-1 through 28-2 oft his Tariff Schedule. 

KENTUC'KY ECONOMIC DEVELOPiUENT SURCHARGE. 

Applicable to all customers. Bills computed according to the mtes set forth herein shall be increased by a KEDS charge of$0.15 per 
month and shall be shown on the customers' bills as a sepamte line item. The KEDS charge will be applied to all customer electric 
bills rendered during the billing cycles commencing July 2015 and continue unlit otherwise direcled by the Public Service 
Commission. 

HOME ENERGY ASSISTANCE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set forth herein shall be increased by a HEAP charge of 
15¢ per meier per month and shall be sho·wn on the residenlial customers bill as a separate line ilem. The Home Energy Assistance 
Program charge will be applied to all residenlial electric bills rendered during the billing cycles commencing July 20/0 and continue 
unlit otherwise directed by the Public Service Commission. 

(Coni 'don Sheet No. 9-1 II 

DATE OF ISSUE: December 23,20 14 

DATE EFFECTIVE; Service Rendered On And After January 22,2015 

ISSUED BY: JOHN A. ROGNESS Ill 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 9-12 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 9-12 

TARiFF K-IZ SCHOOL (Cont'd) 
· (Public Scltool) 

Comracts under this tariff' will be made for customers requiring a normal maximum month(v demand between 500 KW and 
1,000 KW and be made for an initial period of not less than/ (one) year and shall remain in effect thereafter until either party 
shall give at least 6 months written notice to the other of the intention to terminate the contract. The Company reserves the 
right to require initial contracts or periods greater than I (one) year. For customers with demands less than 500 KW. a 
contract may, at the Company's option, be required. 

Where new Company facilities are required. the Company reserves the right to require initial contracts for periods greater than 
one year for all customers served under this tariff 

A new initial contract period will not be required for existing customers who change their contract requirements after the 
original initial period unless new or additiona/ f acilities are required. 

CONTRACT CAPACITY. 

The Customer shall set .forth the amount ofcapaci~y cot!lractedfor (the "contract capaci~v") in an amount up to 1,000 KW. 
Contracts will be made in multiples of 25 KW. The Company is tw/ required to supply capaci~ in excess of such contract 
capaci~ except with express written consent of the Company. 

SPECIAL TERMS AND CONDITIONS. 

This tariff is subject to the Company 's Terms and Conditions of Service. 

This tariff is also available to Customers hpving other sources of energy supply but who desire to purchase standby or back-up 
electric service from the Company. Where such conditions exist the customer shall contract for the maximum amount of 
demand in KW, which the Company might be required to furnish, but not less than 100 KW nor more than 1,000 KW. The 
Company shall not be obligated to supply demands in excess of the contract capaclty. Where service is supplied under the 
provisions of this paragraph, the billing demand each month shall be the highest determinedfor the current and previous two 
billings periods. and the minimum charge shall be as set forth tmder paragraph ·'Minimum Charge " above. 

This tariff is available for resale service to mining and industrial customers who furnish service to customer-owned camps or 
villages where living quarters are rented to employees and where the customer purchases power at a single point fol' both his 
power and camp requirements. 

Customers with PURPA Section . 210 qualifYing coge11eration and/or small power production facilities shall take service llnder 
Tari.ffCOGENISPP I or ll or by special agreement with the Company. 

DATE OF ISSUE; December 23, ?014 

DATE EFFECTIVE: Service Rendered On And After January 22. 2015 

ISSUED BY: JOHN A. ROGNESS Ill 

TlTI..E: Director Regulatol'\' Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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KENTUCKY POWER COMPANY P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 10-l 
CANCELLfNG P.S.C. KY. NO. 10 SHEET NO. 10-l 

A V AILABJLITY OF SERVICE. 

TARIFF LG.S. 
(Industrial General Service) 

Available for commercial and industrial customers with contract demands of at least / ,000 KW. Customers shall contract for a 
definite ammmf of electrical capacity in kilowaffs, which shall be sufficient to meet normal maximum requirements. 

RATE. 

g_eq.o n.d.ar1 ' Prim an' 

Tariff Code 356 35813 70 
Service Charge per month $276.00 $276.00 
Demand Charge per KW 

Qfmonthly on-peak billiflg 
demand $ 18.23 $ 15.2 1 

Of month~\' off-peak 
billing demand $ 1.10 $ 1.07 

Energy Charge per KWH 3.357¢ 3.241¢ 

Reaclive Demand Charge for each kilovar ofmaximwn 
leading or lagging reaC'Iive demand in e;rcess of 

Service Voltar:,e 
Subtransmission 

359/371 
$ 794.00 $ 

$ 10.02 s 
s 1.05 $ 

3.205¢ 

50 percent oft he KW of monthly metered demand ........ .. .......... ........ .. .. ...... .. .. .... .. ....... $0.69/ KV AR 

Transmission 

3601372 
1,353.00 

9.75 

1.04 
3.167¢ 

Far the purpose of this tariff. the on-peak billing period Is defined as 7:00AM to 9:00 PMjor all weekdays. Monday through 
Friday. The off-peak billing period is defined as 9:00PM to 7:00AM for all weekdays and all hours of Saturday and Stmday. 

MINIMUM DEMANp CHARGE. 

The minimum demand charge shall be equal to the minimum bitling demand times the following minimum demand rates: 

Secondmy 
$19.59/KW 

Priman• 
$16.53 IKW 

Subtransmission 
$11.32/KW 

Transmission 
$JJ.(J3/KW 

The 111i11imwn billing demand shall be the greater of 60% oft he contract capaci(v set forth 011 the contract for electric service or 
60% of the highest billing demand. on-peak or off-peak, recorded during the previous eleven months. 

J'i'JINIMUM CHARGE. 

This tariff is subject to a minimum charge equal to the Service Charge plus the Minim um Demand Charge. 

FUEL ADJUSTMENT CJ..A USE. 

Bilis computed according to the rates set forth herein will be increased or decreased by a Fuel Adjustment Factor per KWH 
calculatr;d in compliallce with the Fuel Adjustment Clause contained in Sheet Nos. 5-1 and 5-2 of this Tariff Schedule. 

SYSTEM SALES CLAUSE. 

Bills computed according to the rates set forth herein wifl be increased or decreased by a Syslem Sales Factor per KWH calculated 
in compliance with the System Sales Clause contained in Sheet Nos. 19-J and /9-2 ofrhis Tar(f!Schedule. 

(Conf'd on Sheet No. 10-2) 

DATE OF ISSUE: December 23, 2014 

DATE EFFECTIVE: Service Rendered On And After January 22. 20 IS 

ISSUED BY: JOHN A. ROGNESS Ill 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

ln Case No. 2014-00396 Dated XXX XXX XX 
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P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 10-2 
CANCELLJNG P.S.C. KY. NO. 10 SHEET NO. 10-2 

TARIFF I.G.S. 
(lndllslrial General Service) 

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE. 

Bills computed according to the mtes set forth herein. will be increased or decreased by a Demand-Side Management Adjustment Clause 
Factor per KWH calculated in compliance with the Demand-Side Management Adjustment Clause contained in Sheet Nos. 22-1 through 22-
13 of this Tariff Schedule, unless the customer is an industria/who has elected to opt-out in accordance with the terms pursuall/ to the 
Commission ·s Order in Case No. 95-427. 

ASSET TRANSFER RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased by an Asset Transfer Adjustment Factor based on a 
percent of revenue in compliance with 1he Asset Transfer Rider contained in Sheet No. 36-1 throug/1 36-2 of this Tariff &hedule. The Asset 
Transfer Adjustment Factor will be applied to bills until such time as the pro rata am01ml (computed on a 365-day annual basis) authorized 
to be recovered via Tariff A. T.R. in the Stipulation and Settlement Agreement, approved as modified by the Commission by its order dated 
October 7, 1013 in Case No. 2012-00578. has been recovered. 

BIG SANDY RETIREMENT RIDER. 

Bills computed according to the rates set forth herein will be increased or decreased b_1· a Big Sandy Retirement Rider Adjustment Factor 
based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet No. 38-J through 38-2 of this Tar(ff 
Schedule. 

BIG SANDY 1 OPERATJON RJDER. 

Bills computed according to the rates set forth hereinwil/ be increased or decreased by a Big Sandy I Operation Rider Ad)llStment Factor 
per kW and/or kWh calculated in compliance with the Big Scmdy I Operation Rider contained in Sheet Nos. 39-7 through 39-2 of this Tariff 
Schedule. 

PURCHASE POWER ADJUSTMENT. 

Bills computed according ro the rates set forth herein wiff be increased or decreased by a Purchase Power Adjustment Factor based on a 
percent a_( revenue in compliance ivith the Purchase Power A djustmenl contained in Sheet No. 35-l of this Tariff Schedule. 

ENVIRONMENTAL SURCHARGE. 

Bills computed according to the rates set forth herein wil/ be increased or decreased b)' an Environmental Surcharge adjustment based 011 a 
percent a_( revenue in compliance with the Environmental Surcharge conTained in Sheet Nos. 29-lthrough 29-5 o.fthe Tariff Schedule. 

CAPACITY CHARGE. 

Bills computed according to the rates set forth herein will be increased by a Capaci~v Charge Factor per KWH calculated in compliance 
with the Capacity Charge Tariff contained in Sheet No. 28-lthrough 28-2 ofthts Tarif!Schedule. 

(Coni 'd 011 Sheet No. I 0-3) 

DATE OF ISSU E: December 23, 20I4 

DATE EFFECTIVE: Service Rendered On And After Jml\laty 22. 2015 

ISSUED BY: JOHN A. ROGNESS W 

TITLE: Director Regu latory Services 

By Authority Of Order Bv The Public Setvice Commission 

In Case No. 2014-00396 Dated XXXXXXXX 



KENTUCKY POWER COMPANY 

TERM OF CONTRACT. 

Exhibit 16 
Page 3 of 4 

P.S.C. KY. NO. 10 ORIGINAL SHEET NO. 10-4 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 10-4 

TARfFF f.G.S. 
(fndustrla/ General Sen•ice) 

Contracts under this tariff will be made for an initial period of not less than two years and shall remain in effect thereafter until 
either party shall give at least 12 months' written notice to the other of the intention to terminate the contract. The Company 
resen1es the right to require initial contracts for periods greater dwn two years. 

A new initial contract period will not be required for existing customers who change their contract requirements after the 
original initial period unless new or additional facilities are required. 

CONTRACT CAPACITY 

The Customer shall set forth the amount of capacity contracted for ("the contract capacity") in an amount equal to or greater 
than 1,000 KW In multiplies of 100 KW. The Company is not required to supp(v capacity in excess of such contrnct capacity 
except with express written consent of the Company. 

SPEClAL TERMS AND CONDlT/ONS. 

This tar(ff is subject to the Company's Terms and Conditions of Service. 

This tariff is available for resale service to mining and industrial Customers who ./itrnish service to Customer-owned camps or 
villages where living quarters are rented to employees and where the Customer purchases p01ver at a single point for both the 
power and camp requirements. 

This tar if}' is also available to Customers having otf1er sources of energy supp(J', bur who desire to purchase standby or back-up 
electric service from the Company. Where such conditio/IS exist the Cuslomer shall con/rae/ for the maximum a moun/ of 
demand in KW which the Company mighl be required to fumish . but not less !han 1.000 KW. The Company shall not be 
obligated to supply demands in excess of that contmcted capacity Where servica Is supplied under !he provisions of !his 
paragraph, the billing demand each month shall be the highest determined for the current and previous rwo billing periods, and 
the minimum charge shall be as set forth zmder paragraph "Minimum Charge" above. 

A Customer 's plan/ is considered as one or more buildings, which are served by a single electrical distribution syslem provided 
and operated by the Customer. When the size of the Customer 's Load necessita/es the delivetJ' of energy to the Customer 's plan/ 
over more than one circuil, the Company may elect to connec/ its circuits to different points on the Customer 's system 
lrrespec/ive of contrary provisions in Terms and Condit 1om of Service. 

Cus/omer with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service under 
Tariff COGEN/SPP II or by special agreement with the Company. 

DATE OF ISSUE: December 23. 2014 

DATE EFFECTIVE: Service Rendered On And After January 22,2015 

ISSUED BY: JOHN A. ROGNESS lll 

TITLE: Director Regulatory Services 

By Authority Of Order By The Public Service Commission 

In Case No. 2014-00396 Dated XXXXXXXX 
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P.S.C. KY. NO. 10 ORJGINAL SHEET NO. 10-3 
CANCELLING P.S.C. KY. NO. 10 SHEET NO. 10-3 

TA RIFF !.G.S. 
(Industrial General Sen1/ce) 

KENTUCKY ECONOMIC DEVELOPMENT SURCHARGE. 

Applicable to o/1 customers. Bills computed according to th e rates set forth herein shall be increased by a KEDS charge of 
$0.15 per month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied to all 
customer electric bills rendered dul'ing the billing cycles commencing July 2015 m1d continue until othenvise directed by the 
Public Service Commission. 

HOME ENERGY ASSISTAJ'I'CE PROGRAM (HEAP) CHARGE. 

Applicable to all residential customers. Bills computed according to the rates set for th herein shall be increased by a HEAP 
charge of 15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. The Home 
Energy Ass is lance Program charge will be applied to all residential eleclric bills rendered during !he billing cycles commencing 
Ju/J' 20 l 0 and conlinue until othenvise directed by the Public Sen, ice Commission. 

DELAYED PAYMENT CH4RGE. 

Bills under this tariff are due and payable withinfifleen (/5) days of the mailing date. On all accounls nat paid in fit// b)' the next 
billing date. an additional charge of5% aft he unpaid partion JVi /1 be made. 

METERED VOLTAGE. 

The rates set forth in this tariff are based upon the delive1:v and measuremenl of energy at the same voltage, thus measurement 
will be made at or compensated to the de/iveiJ' voltage. At the sole discretion of the Company, such compensation may be 
achieved through the use of loss compensating equipment. the use of formulas to calculale losses or the application ofmulti'p/iers 
to the metered quantities. In such cases, the me1ered KWH and KVA values will be adiusted .for billing purposes. (f the 
Company elects to adjust KWH and KW based on multipliers. the adjustment shall be In accordance wilh thefol!oJVIng: 

( /) Measurements taken at the /ow-side of a Customer-owned tra14(ormer will be multiplied by 1.01. 
(2) Measurements taken at the high-side of a Company-owned transformer will be multiplied by 0.98. 

MONTHLY BILLING DEMAND. 

The monthly on-peak and off-peak billing demands in KW shall be taken each month as the highest single 15-minute integrated 
peak in KW as registered by a demand meter during the on-peak and off-peak billing periods, respective~v. 

The reactive demand in KVARs shall be taken each month as the highesT single 15-minU/e integrated peak in KVARs as 
registered dwing the month by a demand meter or indicator. 

(Cont'd on Sheet No. 10-4) 

DATE OF ISSUE: December 23,2014 

DATE EFFECTIVE: Service Rendered On And After January 22 . 2015 

ISSUED BY: JOHN A. ROGNESS lll 

TITLE: Director Regulatory Services 
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