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November 14, 2008
VIA FEDERAL EXPRESS

ATTN: Sharla Dillion, Dockets & Records Manager

460 James Robertson Parkway
Nasvhille, TN 37243-0505

Dear Chairman Hargett:

Kingsport Office
1212 North Eastman Road
P.O. Box 3740
Kingsport, TN 37664-0740
Phone (423) 378-8800
Fax (423} 378-8801

Johnson City Office
100 Med Tech Parkway
Suite 110
Johnson City, TN 37604
Phone (423) 283-6300
Fax (423) 283-6301

Re: Notice of Kingsport Power Company d/b/fa AEP
Appatachian Power

TRA Docket No.: 08-_08-00213

We submit herewith the original and thirteen copies of the Notice of Kingsport Power Company
dfb/a AEP Appalachian Power relative to changes in its Purchased Power Adjustment Rider.

Should there be any questions, please direct same to the writer.

WCB/slb

cc.  Timothy C. Phillips, Assistant Attorney General

Very sincerely yours,

HUNTER, SMITH & DAVIS, LLP

William C. Bovender

State of TN, Office of the Attorney General
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BEFORE THE
TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

In Re:

NOTICE OF KINGSPORT POWER

COMPANY, D/B/A AEP APPALACHIAN

POWER, RELATIVE TO CHANGES IN ITS

PURCHASED POWER ADJUSTMENT - TRA DOCKET No. 08-____

RIDER

Comes Kingsport Power Company, d/b/a AEP Appalachian Power (“Kingsport” or
“KgPCo"}), and, for its Notice pursuant to the provisions of its Pﬁrchased Power-
Adjustment Rider and the Rules of the Tennessee Regulatory Authority (“TRA" or -
“Authority”), would respectfully show to the TRA the following:

1. KgPCo is a public utility corporation organized and existing under the laws
of the Commonwealth of Virginia whose principal place of business is located at 420
Riverport Road, Kingsport, Sullivan County, Tennessee.

2. KgPCo has no electric power generating facilities of its own. Rather,
- KgPCo purchases all its electric power requirements from Appalachian Power Company
(“APC0o”) under rates and charges subject to the jurisdiction of the Federal Energy
Regulatory Commission (“FERC™). KgPCo distributes electric power to approximately
47,000 customers in its service territory, which consists of portions of Sullivan and

Hawkins Counties, Tennessee, including the City of Kingsport, Tennessee. Kingsport is

subject to the jurisdiction of the TRA as to its rates and services.




3. Kingsport is supporting this Notice through the testimonies of William A.
Bosta (EXHIBIT 1, hereto) and _Larry C. Foust (EXHIBIT 2, hereto), and other exhibits
referenced herein and attached hereto.

4. All correspondence and communications with respect to this Notice should

be sent to the following:

William C. Bovender, Esq. James R. Bacha, Esq.

HUNTER, SMITH & DAVIS, LLP American Electric Power Service Corp.
P. O. Box 3740 P. O. Box 16637

Kingsport, TN 37664 Columbus, OH 43216

Email: bovender@hsdlaw.com Email: jrbacha@aep.com

Mr. William A. Bosta

Director, Regulatory Services VA/TN
American Electric Power Company
Three James Center, Suite 702
1051 E. Cary Street

Richmond, VA 23219-4029

Email: wabosta@aep.com

5. APCo s a corporation organized and existing under the laws of the .
Commqnwealﬁh of \(irgigig,_wﬁh ritg principal Vp.lace of business located at Suite 1100,
Chase Center, 707 Virginia Street E, Charleston, WV 25301.

6. Both KgPCo and APCo are electric 6peratin‘g company subsidiaries of
American Electri.c'Power Company, Inc. (“AEP”) and are part of the east zone of the:
AEP System (“AEP-East System”). |

7. KgPCo and APCo are parties signatory to an Interconnection Agreement,
dated November 19, 1954 (the “1954 Agreement”), under which APCo currently

supplies full requirements electric service to KgPCo.




8. As explained in the testimony of Mr. Bosta (EXHIBIT 1), KgPCo’s current

retail base rates were established on November 3, 1992, pursuant to an Order issued

~ on that date by the then Tennessee Public Service Commission (“TPSC”), the

predecessor to the TRA, in Docket No. 92-04425. The base rates established by that
Order reflected, among other things, the pass-through of an increase in purchased
power expense that APCo was charging KgPCo, subject to refund, pursuant to a FERC
Order in APCo's 1992 FERC wholesale rate proceeding. ‘

9. By Order dated December 29, 1994, as affirmed by Order dated
November 30, 1995, in Docket Number 94-04283, the TPSC approved KgPCo’s current
Purchased Power Adjustment Rider (‘PPAR"), Sheet Nos. 2-8 through 2-10 of
Kingsport's T.P.S.C. Tariff Number 1. (EXHIBIT 3 hereto). That PPAR permits
Kingsport to apply a surcharge on its retail customers’ bills when there are changes in
KgPCo’s non-fuel cost of purchased power from its wholesale power supplier, APCo,
under FERC implemented rate schedules. In its December 29, 1994 Order approving -
the PPAR, the TPSC stated as follows: _

In the company's last rate case (Docket No. 92-04423), the
Commission directed the staff and the company to develop a tariff

that would permit recovery of rate changes approved by the Federal ... .. ... . .

Energy Regulatory Commission (FERC) for the company’'s power. .

supplier, Appalachian Power Company. The reason for this directive - -+ .

was to avoid the need for the company to file a rate case with the
Commission every time that the FERC approved an increase in the
supplier’s rates.

The purchased power adjustment rider filed in this docket will allow
recovery by the company of wholesale power rate changes only, and
will not have an effect on the utility’s net income. The Commission
has established a similar purchased gas adjustment mechanism for
gas utilities that has proven to be an effective method for expeditious
recovery of supply costs that are also approved by the FERC.
(unnumbered page 2).




The TPSC’s order approving KgPCo's current PPAR was affifmed, on appeal,

by the Court of Appeals of Tennessee. Consumer Advocate Division vs.

Bissell, 1996 WL 482970 (Tenn. App. 1996), Appeal No. 01-A01-9601-BC-
00049, August 28, 1996, Rehearing denied September 18, 1996. Since its
inclusion in the Company's T.P.S.C. Tariff No. 1, KgPCo’s PPAR has been
utilized three times as a result of FERC ordered changes in the rates APCo
charges KgPCo for purchased power. Effective August 27, 1899, a temporary
and permanent credit were included in the PPAR.. The credits reflected thé
result of FERC’s 1999 order in _AP,Co’s 1992 rate case, which reduced the rate
APCo had been charging KgPCo, subject to refund since 1992, and resulted -
in a refund to KgPCo of amounts previously charged by APCo that were above
-the FERC-approved rates. Effective June 28, 2000, the temporary credit was
reduced to match-up, as close as reasonably possible; the refund KgPCo
received from APCo and the amount refunded to Kingsport’s retail customers.
Effective September 1, 2000, the temporary credit associated with the refund
was eliminated from the .PPAR Becéu.se the refund that KgPCo had received
from APCo had been' péssed- through ;co 'Kin'gsport's retail customers.

10.  APCo currently provides wholesale electric service to KgPCo under a full
requirements agreement that originally was entered into on November 19, 1954, and
that has been amended thereafter from time to time (the “1954 Agreement”). On March
28, 2008, APCo filed with the FERC, and pursuant to FERC Regulations, served upon

the TRA, a new cost-based formula rate agreement (‘Formula Rate Agreement”) for




wholesale requirements service to Kingsport that was intended to replace and
supersede, in its entirety, the 19564 Agreemént. In its filing, APCo proposed that the
Formula Rate Agreement be accepted for filing effective July 1, 2008. Had fhe rates in

_the Formula Rate Agreement become effective July 1, 2008, Kingsport would have
been paying APCo approximately $28 million more a year for generation services, since
July 1, 2008, when compared to the rates currently being charged under the 1954
Agreement (“Current Rates”). The formula rateé also would have been adjusted
annually, on June 1 of each year thereafter, to recover the actual costs APCo incurred
to provide wholesale service to Kingsport.

11. On May 2, 2008, the East Tennessee Energy Consumers (“ETEC"), which
consists of a group of Kingsport's retail industrial customers, filed a protest at FERC
challenging the justness and reasonableness of the fo_rmu!a rates proposed by APCo.
On May 9, 2008, APCo sought to withdraw the March 28" filing to enable APCb,
Kingsport,-and ETEC to discuss the matters raised in ETEC’s protest, and by-Letter .
parties have discussed and agreed upon the terms under which APCo would éell

wholesale requirements power to Kingsport.

- 12.  On November 13, 2008, APCo filed with the FERC, and pursuant to: ... oo

FERC's Regulations, served upon the Authority, an Amended and Restated 1954
Agreement (“Amended Agreement”) between APCo and Kingsport, which APCo
designated as Appalachian Power Company First Revised FERC Rate Schedule No. 23
(“Revised Rate Schedule 23") ((APCo’s FERC Filing is attached as EXHIBIT 4).

Revised Rate Schedule 23 provides for three annual step increases in APCo’s




generation rates to Kingsport that were negotiated with ETEC, the only protestant in
APCo's earlier cost based formula rate FERC filing.

13.  When compared to Current Rates, the generation rates embodied in
Revised Rate Schedule 23 will increase APCo's charges to Kingsport by $24 million in
2009, an additionat $3 million, for a total increase of $27 million in 2010, and an
additional $9 million, for a total increase of $36 million in 2011. These rates would not
be subject to change or be trued-up to reflect actual costs over the three year period. In
addition to the generation rate increases, Kingsport will pay for Network integration
Transmission Service (“NITS") and other applicable transmission-related services (other
than generation-based Ancillary Services) as arranged by the AEP East System, in
accordance with the provisions of the PJM Open Access Transmission Service Tariff
(“OATT"), or other applicable FERC rate schedules, as such rate schedules, which may
be revised by FERC from time to time, apply to the AEP East System companies.

14.  In its November 13, 2008 FERC filing, APCo proposed that Revised Rate -
Sc_hedu.le 23 be accepted for filing gffective January 1,,2009.. _Kingspo.rt expects that the
FERC will accept Revised Rate Schedule 23 before December 15, 2008.

Consequently, the rates for 2009 contained in Revised Rate Schedule 23 will begin to
be charged to KgPCo by APCo on January 1,2009, per FERC action.

15,  As shown on EXHIBIT 3, Section 4 of the PPAR provides that the tariff
surcharges, as calculated in Section 3 of Kingsport's PPAR, shall be effective upon the
same date as any change in Kingsport's wholesale s_upplier's tariffs is implemented by
the FERC, Under the terms of Kingsport’s current PPAR, the January 1, 2009 change

in Kingsport's non-fuel cost of purchased power resulting from the FERC's




implementation of Revised Rate Schedule 23 would be passed through to Kingsport's
customers upon 30-days notice. The surcharges applicable to each of Kingsport's
tariffs under this approach are set forth on the red-line and clean copy of the PPAR
attached as EXHIBIT 5, hereto.

16.  In accordance with Section 5 of the PPAR, KgPCo is making this filing to
provide no less than 30-days notice that it is proposing modiﬂcations‘ to its current
PPAR, and that it has calculated new purchased power surcharges, to be effective on

January 1, 2009, which is the same date that APCo has requested that the rates

contained in Revised Rate Schedule 23 be accepted for filing and implemented by the . - - -

'FERC. KgPCo is proposing modifications to Sections 2, 3 and 7 of its current PPAR.
The proposed changes, including the new purchased power surcharges that result from-
those changes, are shown on the attached red-line and clean copy of Kingsport's

PPAR. (EXHIBIT 6 hereto).

17.  in Section 2 of the PPAR, Kingsport is proposing to update the allocation . .-

factors set forth therein, at this time. -The allocation factors currently in the PPAR are

based upon 1991 load data that was submitted in KgPCo's 1992 rate case. ltis

Kingsport's understanding that one of the TRA's Directors recognized the importance of . . .. .

- using more current allocation-factors to allocate future changes in purchased power-
costs when the TRA approved a special contract between Kingsport and Weyerhaeuser
Company (now Domtar), during the TRA's January 8, 2007 conference. As explained
more fully in the testimony of Mr. Foust (EXHIBIT 2), Kingsport developed its proposed,
updated allocation factors in the same manner as in its last rate case, but using 2007

load data -- the most current information available.




18.  Under current Section 3 of Kingsport’s PPAR, any change in the
Cornpa'ny's demand and energy-related purchased power expense resulting from FERC
action is recovered from customers served under all tariffs (except the Outdoor Lighting
(“OL") Tariff) by means of a doltar per kilowatthour (§/kWh) surcharge or credit. As
explained more fully by Mr. Foust in EXHIBIT 2, Kingsport is proposing to use a demand
and energy surcharge or credit for the Large General Service ("LGS"} and Industrial
Power (“IP”) tariffs, which currently contain demand and energy charges. While this
proposed change will mitigate the variation in impacts between high and low load factor
customers served under the LGS and IP Tariffs, it will not affect the allocation of .
purchase power costs to those ori any other individual tariffs or customer classes.

19. The. modifications-that Kingsport is proposing to Section 7.of the PPAR
ref!ec{ the effects of its proposed modifications to Sections 2 and 3 and the expected

FERC-implemented changes in KgPCo’s non-fuel cost of purchased power. As

explained by Mr. Foust in EXHIBIT 2, the surcharges shown on EXHIBIT 6, hereto, -~ - -

. reflect the increased purchased power costs that APCo will begin charging Kingsport on

January 1, 2009. Under KgPCo's proposal, the surcharges that Kingsport is proposing

to charge beginning January 1, 2009, would collect an additional $24 million in

Trevenues.

20.  Although not required by the PPAR or the TRA's rules, Kingsport would be
willing to provide notice of this filing to the public by publishing the attached notice
(EXHIBIT 7 hereto) in the Kingsport Times News. The Kingsport Times News has
informed Kingsport that it will need at least one-weeks advance notice to place any

notice in the newspaper. Consequently, if the TRA would like the notice to appear at




least one week before its December 15, 2008 conference, then Kingsport would need to
know a few days before December 5, 2008, that the TRA wanted Kingsport to publish
the notice in EXHIBIT 7. As Kingsport begins to charge new PPAR surcharges, it
intendé to include a message on bilis that notifies customers of the new PPAR
surcharges.

NOW, THEREFORE, pursuant to the provisions of KgPCo’s Purchased Power
Adjustment Rider (‘PPAR”"), KgPCo requests that the Authority:

1. Advise KgPCo if the Authority would like Kingsport to publish the
newspaper notice attached as EXHIBIT 7, and

2. Schedule this filing to be considered at the TRA's conference on

December 15, 2008; and

3. At that time, adopt Kingsport's proposed changes to its PPAR, including
the surcharges set forth on EXHIBIT 6, effective January 1, 2009, or alternatively, make
the surcharges set out in EXHIBIT 5, which reflect the change in the Company’s
purchased power expense, effective on January 1, 2009, per the current provisions.-of
the PPAR.

~in-support of its request, KgPCo submits the following:
“¥: - EXHIBIT 1 -THE TESTIMONY OF WILLIAM A. BOSTA

2. EXHIBIT 2 - THE TESTIMONY OF LARRY C. FOUST

£ EXHIBIT 3 — Current Purchased Power Adjustment Rider

4. EXHIBIT 4 — Appalachian Power Company’s Filing of First Revised FERC

Rate Schedule No. 23




5. EXHIBIT 5 - a redline and clean copy of Kingsport's PPAR with only new

surcharges in Section 7 thereof

6. EXHIBIT 6 — a red-line and clean copy of the PPAR showing Kingsport’s

proposed changes to Sections 2 and 3 and the resulting surcharges in Section 7 thereof

7. EXHIBIT 7 - Proposed Newspaper Notice

Respectfully submitted,

Kingsport Power Company, d/b/fa AEP

Appalachian Power
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iam€rBovender, Esq.
HUNTER, SMITH & DAVIS, LLP
P. O. Box 3740
Kingsport, TN 37664
(423) 378-8858; Fax: (423) 378-8801

ame, K. baghe By

James R. Bacha, Esqg.

Charles E. Bayless, Esq.. ” / /;
American Electric Power Service Corp.

One Riverside Plaza, 29" Floor (43215)

P. 0. Box 16637

Columbus, Ohio 43216

(614) 716-1615; Fax: (614) 716-2950
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DIRECT TESTIMONY OF
WILLIAM A. BOSTA
ON BEHALF OF KINGSPORT POWER COMPANY
BEFORE THE TENNESSEE REGULATORY AUTHORITY
IN DOCKET NO.

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND PRESENT
POSITION.

My name is William A. Bosta. My business address is Three James Center, 1051 -
E. Cary Street, Suite 702, Richmond, Virginia 23219. I am employed by the
American Electric Power Service Corporation (AEPSC) as Director of Regulatory
Services VA/TN. AEPSC is a wholly owhed subsidiary of American Electric
Power Company, Inc. (AEP). AEP is the parent company of Kingsport Power
COmpéhy (KgPCo or the Company) and Appalachian Power Company (APCO);
Both KgPCo and APCo are electric operating company subsidiaries of AEP and

part of the east zone of the AEP System (AEP-East System).

PLEASE SUMMARIZE YOUR EDUCATIONAL AND EMPLOYMENT

BACKGROUND.

I ha*-fe a Bachelor’s Degree in Economics from Virginia Polytechnic Institute and
State University, Blacksburg, Virginia, and a Master’s Degree in Industrial
Maﬁagémeﬁf from Lﬁéhburg College, Lynchburg, Virginia. My professional
career began as an Economist with the engineering consulting firm of Hayes,
Seay, Mattern & Mattern in Roanoke, Virginia. I then worked in the rates and
regulatory area for two AEP subsidiaries, Appalachian Power Company in
Roanoke, Virginia and Indiana Michigan Power Company in Ft. Wayne, Indiana.

In 1993, I accepted a position in Regulatory Affairs at Kentucky Utilities
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Bosta
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Company in Lexington, Kentucky and was subsequently promoted to Director of
Regulatory Management for LG&E Energy in Louisville, Kentucky following the
merger of KU Energy and LG&E Energy in 1998. In June 2001, I accepted an
opportunit& to join the East Kentucky Power Cooperative in Winchester,
Kentucky as Pricing Manager. In May 2008, I returned to Appalachian Power
Company as a Regulatory Specialist and in Septémber, I assumed my current
position as Director — Regulatory Services VA/TN.

WHAT ARE YOUR DUTIES AS DIRECTOR - REGULATORY

SERVICES VA/TN?

I am responsible for rate and regulatory matters in the states of Virginia and
Tennessee, including the operational and day-to-day functions of the Regulatory
Services Department. I report directly to the President and Chief Operating
Officer of APCo. |

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

My testimony will discuss why KgPCo has made this filing before the Tennessee

Regulatory Authority (TRA); provide some perspective on KgPCo and its rate

 history, particularly its Purchased Power Adjustment Rider, Sheet Nos. 2-8 -

through 2-10 of KgPCo’s T.P.S.C. Tariff Number 1; discuss the major
components of FERC Reviséd Rate Schedule 23 between APCo and KgPCo,
including its expected effective date; and provide a comparison between KgPCo’s
current electrical rates and those of its neighboring utilities.

ARE YOU SPONSORING ANY EXHIBITS?
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Yes. WAB Attachment 1 is a comparison of KgPCo’s residential rates to the
residential rates of surrounding electric utilities.

PLEASE PROVIDE SOME BACKGROUND INFORMATION ABOUT
KGPCQO AND APCO.

KgPCo is a public utility corporation organized and existing under the laws of the

Commonwealth of Virginia with its principal place of business located at 420 . ... ...

Riverport Road, Kingsport, Sullivan County, Tennessee. The service delivery

area of KgPCo includes portions of Sullivan and Hawkins Counties, Tennessee,

including the City of Kingsport, Tennessee. KgPCo has slightly less than 47,000
. total customers, including 40,965 residential, 5,626 commercial and 179 industrial

- customers... KgPCo has no electrical power generating facilities of its own.-It -

purchases all of its electric power requirements from APCo under rates and
charges subject to the jurisdiction of the Federal Energy Regulatory Commission
(FERC).

. " APCo.is a corporation organized and existing under the laws of the
Commonwealth of Virginia, with its principal place of business located at Suite

1100, Bank One Center, 707 Virginia Street, Charleston, WVA. APCo currently

provides wholesale electric service to KgPCo under a full requirements agreement

that originally was entered into on November 19, 1954 (the 1954 Agreement) and
that has been amended thereafter from time to time.

PLEASE DESCRIBE KgPCo’s RECENT RATE HISTORY.

KgPCo’s current retail base rates were established on November 3, 1992,

pursuant to an Order issued on that date by the Tennessee Public Service
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Commission (TPSC), the predecessor to the TRA, in Docket No. 92-04425. The
base rates established by that Order reflected, among other things, the pass-
through of an increase in purchased power expense that APCo was charging
KgPCo, subject to refund, pursuant to a FERC Order in APCo’s 1992 FERC
wholesale rate proceeding. By Order dated December 29, 1994, as affirmed by
Order dated November 30, 1995, in Docket Number 94-04283, the TPSC
approved a Purchased Power Adjustment Rider (PPAR) for KgPCo. That PPAR
permits KgPCo to apply a surcharge on its retail customers’ bills when there are
changes in KgPCo’s non-fuel cost of purchased power from its - wholesale iaower

supplier, APCo, under FERC implemented rate schedules. In its December 29, - -

- 1994 Order approving the PPAR, the TPSC stated as follows:

“In the company’s last rate case (Docket No. 92-04425), the
Commission directed the staff and the company to develop a tanff
that would permit recovery of rate changes approved by the
Federal Energy Regulatory Commission (“FERC”) for the
company’s power supplier, Appalachian Power Company. The
reason for this directive was to avoid the need for the company to
file a rate case with the Commission every time that the FERC
approved an increase in the supplier’s rates.

The purchased power adjustment rider filed in this docket will
allow recovery by the company of wholesale power rate changes
only, and will not have an effect on the utility’s net income. The

" Commission has established a similar purchased gas adjustment
mechanism for gas utilities that has proven to be an effective
method for expeditious recovery of supply costs that are also
approved by the FERC.” (unnumbered page 2).

The TPSC’s order approving KgPCo’s current PPAR was affirmed, on appeal, by
the Tennessee Court of Appeals. See, Consumer Advocate Division vs. Bissell, et

al, 1996 WL 482970, April 28, 1996; rehearing denied, September 18, 1996.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

. also has not changed, although it allows for monthly fluctuations in the level of

Bosta
Page 5 of 9

Since its inclusion in KgPCo’s T.P.S.C. Tariff No. 1, KgPCo’s PPAR has been
utilized three times as a result of FERC-ordered changes in the rates APCo
charges KgPCo for purchased power. Effective August 27, 1999, a temporary

and a permanent credit were implemented through the PPAR. The credits
reflected the result of FERC’s 1999 Order in APCo’s 1992 rate case, which
reduced the rate APCo had been charging KgPCo, subject to refund since 1992,
and resulted in a refund to KgPCo of amounts previously charged by APCo that
were above the FERC-approved rates. Effective June 28, 2000, the temporary
credit was reduced to match-up, as close as reasonably possible, the refund
KgPCo received from APCo and the amount refunded to KgPCo’s retail
customers. Effeétive September 1, 2000, the temporary credit associated with the -
refund was eliminated from the PPAR because the refund that KgPCo had
received from APCo had been passed through to KgPCo’s retail customers.

HAS KGPCO EXPERIENCED ANY OTHER NON-FUEL RATE
ACT-I\’;ITY SINCE_THE CONCLUSION OF APCO’S 1992 FERC CASE? - .
No. KgPCo’s base rates and the PPAR have remained unchanged. The fuel

clause mechanism, which is used to pass fuel costs to KgPCo’s retail customers, - - =~

the fuel rider.
PLEASE DESCRIBE APCO’S MARCH 28, 2008 FERC FILING.
A, On March 28, 2008, APCo filed with the FERC, and pursuant to FERC

Regulations, served upon the TRA, a new cost-based formula rate agreement

(Formula Rate Agreement) for wholesale requirements service to Kingsport that
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was intended to replace and supersede, in its entirety, the 1954 Agreement. In its
filing, APCo proposed that the Formula Rate Agreement be accepted for filing

effective July 1, 2008. Had the rates in the Formula Rate Agreement become

effective July 1, 2008, Kingsport would have been paying APCo approximately

$28 million more a year for generation services, since July 1, 2008, when
compared to the rates currently being chargedunder the 1954 Agreement. The
formula rates also would have been adjusted annually, on June 1 of each year
thereafter, to recover the actual costs APCo inc*;urred to provide wholesale service
to Kingsport.

‘ -Subsequent.to the filing with the FERC on March 28, 2008, but prior to
any filing by KgPCo with the TRA, the East Tennessee Energy Consumers . -
(ETEC), which consists of a group of KgPCo’s retail industrial customers, filed a
protest at FERC challenging the justness and reasonableness of the formula rates
proposed by APCo. On May 9, 2008, APCo sought to withdraw the March 28"
filing to enable APCo, KgPCo and ETEC to discuss the matters raised in ETEC’s

protest, and by Letter Order issued July 2, 2008, the FERC accepted APCo’s

‘withdrawal. Since that time, APCo, KgPCo and ETEC have discussed and agreed

upon the terms under which APCo would sell wholesale requirements power to
KgPCo. APCo filed an amended and restated 1954 Agreement (Amended
Agreement) containing the agreed upon wholesale rates with FERC on November
13, 2008. That Amended Agreement was designated as APCo First Revised

FERC Rate Schedule No. 23 (FERC Revised Rate Schedule 23).
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WHAT ARE THE MAJOR PROVISIONS OF FERC REVISED RATE
SCHEDULE 23, AS FILED WITH THE FERC?

FERC Revised Rate Schedule 23 provides for three stepped increases in APCo’s
generation demand, energy and back-up service charges to KgPCo. During 2009,
APCo’s generation charges to KgPCo would increase by $24 million, with an
additional $3-million in 2010 and another $9 million incréase in 2011. In addition
to the generation rate increases, Kingsport will pay for Network Iﬁtegration
Transmission Service (NITS) and other applicable transmission-related services

(other than generation-based Ancillary Services) as arranged by the AEP East

System, in-accordance with the provisions of the PJM Open Access Transmission .~~~

~ Service Tariff (OATT); or other applicable FERC rate schedules, as such rate

schedules, which may be revised by FERC from time to time, apply to the AEP
East System companies.

HOW DO KGPCO’S CURRENT AND PROPOSED FIRST YEAR RATES
COMPARE TO ITS NEIGHBORING ELECTRIC UTILITIES?

Very favorably. As WAB Attachment 1 shows, KgPCo’s residential rates are
substantially below its neighbors. Currently, a typical KgPCo residential
customer using 1500 kWhs per month is billed $95.74. By comparison,
residential bill amounts for neighboring utilities are higher than residential bill
amounts for Kingsport customers by 47% to 74%. Moreover, according to the

Edison Electric Institute (EEI), of the 184 utilities it ranks in the United States,

KgPCo’s residential rates are the lowest in the entire country. Even with the pass

through of the first year increase of $24 million, KgPCo’s residential rates would
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still be substantially less than any of its neighbors. Comparisons of rates for
commercial and industrial users would be similar.

WHEN WOULD THE NEW RATES BECOME EFFECTIVE?

In its November 13, 2008 FERC filing, APCo requested that FERC Revised Rate
Schedule 23 be accepted for filing effective January 1, 2009. KgPCo expects that
the FERC will accept FERC Revised Rate Schedule 23 for filing before
December 15, 2008. Consequently, the rates for 2009 contained in FERC
Revised Rate Schedule 23 will begin to be charged to KgPCo by APCo on
January 1, 2009, per FERC action. Section 4 of the PPAR provides that the tariff
surcharges, as calculated in Section 3 of KgPCo’s PPAR, shall be effective upon -
the same date as any change in KgPCo’s wholesale supplier’s tariffs is
implemented by the FERC. In accordance with Section 5 of the PPAR, KgPCo is
making this filing to provide no less than thirty (30) days notice that it is

proposing changes to its current PPAR, and that it has calculated new purchased

‘power surcharges, to be effective on and after January 1, 2009, which is the same

date as the rates contained in FERC Revised Rate Schedule 23 are expected to be
accepted for filing and implemented by the FERC. Mr. Foust provides additional -
testimony about the Company’s proposed PPAR.

WILL THE PASS THROUGH OF KGPCO’S INCREASED PURCHASED
POWER COSTS TO ITS RETAIL CUSTOMERS BY MEANS OF THE
PPAR HAVE ANY IMPACT ON KGPCO’S NET INCOME?

No.
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1 Q DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

2 A, Yes.
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DIRECT TESTIMONY OF
LARRY C, FOUST
ON BEHALF OF KINGSPORT POWER COMPANY
BEFORE THE TENNESSEE REGULATORY AUTHORITY
INDOCKETNO.
PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND POSITION.
My name is Larry. C. Foust. My business address is 1 Riverside Plaza, Columbus,
Ohio 43215, I currently hold the pbsition of Manager, Regulated Pricing and
Analysis, in the Regulatory Sewicéé Department of American Electric Power
Service Corporaﬁon (AEPSC), a subsidiary of American Electric Power
Company, Inc. (AEP).
WHAT ARE YOUR PRINCIPAL AREAS OF RESPONSIBILITY AS A
MANAGER IN THE-REG_U‘LA’VI‘EDA PﬁICING AND ANALYSIS
DEPARTMENT?
My responsibilities are to manage pricing and costing Aresg)urces for rate cases,
regulatory filings and rulemakings, as well as provide cost of service and rate
design services to Kingsport Power Company (KgPCo or Company) and other
AEP electric utility opérating compames I am also responsible for assisting
KgPCo and other AEP electric utility operating companies in the preparation of
filings before this and other co‘rﬁnﬁissiqns under whose jurisdiction these
companies provide electric service.
PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND
EMPLOYMENT HISTORY.

I received my Bachelor of Science in Business Administration in 1977 from The

Ohio State University, majoring in Accounting. Iam a Certified Public

Accountant. In 1977 I began my career as a Budget Analyst in the Generation
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Department of the Columbus and Southern Ohio Electric Company. In 1979 1
became an Accountant in the Special Studies section of the Accounting
Department. After the Columbus and Southern Ohie Electric Company was
acquired by AEP, I transferred to AEPSC in 1982 as a Rate Case Coordinator. In

1999 I became part of AEPSC’s Customer Choice Implementation organization.

. In 2001 I became an Issues Manager in the Energy Delivery organization and in

2004 1 Jomed the Regulated Pricing and Analysis department as a Regu]atory
Specialist. In May 2007 I accepted my current position.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to briefly describe the filing made by
Appalachian Power Company (APCo) at the Fed.eral Enérgy Regulatory
Commission (FERC), which will result in an increase in KgPCo’s non-fuel cost of
purchased power from APCo, and to describe KgPCo’s proposal to pass through

that cost to its retail customers in Tennessee under the provision of the

o Company s Purchased Power Ad]ustment Rider, Sheet Nos. 2-8 through 2-10of -

KgPCo’s T.P.S.C. Tariff Number 1 (PPAR).

- ARE YOU SPONSORING ANY SCHEDULES?

Yes. LCF. Attachment 1 brovides support for the updated allocation factors used
to allocate the increased non-fuel purchased power costs to KgPCo’s customer
classes through the PPAR. LCF Attachment 2 supports the derivation of the
proposed PPAR surcharges. LCF Attachment 3 is the Company’s proposed
PPAR. LCF Attachment 4 is a version of the Company’s PPAR that passes

through the increased non-fuel purchased power costs from APCo using energy or
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per lamp PPAR surcharges per the current PPAR. LCF Attachment 5 shows the
derivation of the surcharges in LCF Aftachment 4.

PLEASE BRIEFLY DESCRIBE THE FILING MADE BY APCO AT THE
FERC TO REVISE THE AGREEMENT UNDER WHICH KGPCO
PURCHASES POWER FROM APCO..

On November 13, 2008 APCo filed at-the FERC a revised agreement (FERC
Revised Rate Schedule 23) between APCo and KgPCo for purchases of power by
KgPCo from APCo. FERC Revised Rate Schedule 23, which is proposed to
become effective January 1, 2009, incorporates new demand, energy and back-up
generation rates, agreed upon by APCo, the Company and the East Tennessee
Energy Consumers, a group of KgPCo’s retail industrial customers consisting of
Eastman Chemical Company: Domtar Paper Company, LLC; Air Products and
Chemicals, Inc.; BAE Systems Ordnance Systems, Inc.; AGC Flat Glass North
America; and Wellmont Health Systems, to be paid by KgPCo for power
purchﬁsed from APCo. When compared to current generation rates, the agreed
upon rates will increase APCo’s annual non-fuel charges to KgPCo by $24

million in 2009, an additional $3 million, for a total increase of $27 million in

2010 and an additional $9 million, for a total increase of $36 million in 2011. In

addition, KgPCo will pay for Network Integration Transmission Service (NITS)
and other applicable transmission-related services (other than generation-based
Ancillary Services), as arranged by the AEP East System, in accordance with the

provisions of the PJM Open Access Transmission Service Tariff (OATT), or other

applicable rate FERC rate schedules, as such rate schedules, which may be

revised form time to time, apply to the AEP East System companies.




10
1
12
13
14
15
16
17
18
19
20
21
2
23

24

Foust
Page 4 of 6

HOW DOES THE COMPANY INTEND TO PASS THE COST OF THE
POWER PURCHASED UNDER FERC REVISED RATE SCHEDULE 23
TO ITS TENNESSEE RETAIL CUSTOMERS?

Through this filing, the Company is providing notice of its intention to use the

PPAR to pass through the increased non-fuel purchased power costs from its

. wholesale supplier to its retail customers. Changes in fuel costs will continueto.. ... ...

be paséed through to retail customers under KgPCo’s Fuel Adjustment Clause.
COULD YOU DESCRIBE THE PPAR?

The PPAR is a mechanism in the Company’s tariffs that allows it to reflect in

- customers’ bills differences in non-fuel purchased power expense compared to an. -

amount included in base retail rates. Any change is allowed to become effective .
upon the same date as the change in the Company’s wholesale supplier’s tariff is
implemented by the FERC, in this case Januvary 1, 2009. The current PPAR isa

tariff specific per kwh or per lamp credit applied to customers bills. The

~ individual rates were developed by allocating to tariff classes the difference in

demand related and energy related costs compared to the amounts built into base
rates. The demand and energy allocation factors are the same factors as were -
used in the Company’s last base rate case. The class specific difference in
demand and energy related costs were then summed together, adjusted for the
prompt payment discount and divided by the tariff class kwh, or number of lamps
in the case of the OL tariff, to develop a per kwh, or per lamp credit.

IS THE COMPANY PROPOSING ANY CHANGES TO THE PPAR?

Yes. The allocation factors currently in the PPAR used to allocate the change to

tariff classes are based upon the demand and non-fuel energy-related purchased
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power expense allocators included in KgPCo’s last class cost of service study
filed by the Company in its last rate case in 1992. That study used 1991 load
data, The Company proposes to update those allocation factors using 2007 load
data. The allocation factors the Company proposes to use were developed in the
same manner as the allocation factors used in the Company’s last rate case. The
support used to develop the updated allocation factors is included in LCF

Attachment 1. This modification will provide a more accurate allocation of the

‘Company’s increased purchased power costs to its customer classes based upon

updated conditions. It is the Company’s understanding that one of the TRA’s
Directors recognized the importance of using more current allocation factors to
allocate future changes in purchased power costs when the TRA approved a
Special Contract between KgPCo and one of its industrial customers, in Docket
No. 06-00301, during the TRA’s January 8, 2007 conference.

IS THE COMPANY PROPOSING ANY OTHER CHANGES?

_ Yes. The current PPAR uses a cent per kwh charge/credit for most tariffs. The =~

Company proposes to use a demand and energy charge/credit for those tariffs that

currently contain both a demand and energy component, Currently the only two

' tariffs that contain both demand and energy charges are the LGS (Large General

Service) and IP (Industrial Power) tariffs. The Company is proposing this change
to mitigate the wide variation in impacts between high load factor and low load
factor customers’ bills in each of those two tariffs caused by the change in
purchased power costs. Under the current energy only charge, high load factor

customers would be more severely impacted than low load factor customers.

However, the vast majority of the increase in purchased power cost is demand
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related. The Company’s proposal establishes a demand charge based upon half of
the increased demand costs under the new contract. The other half of the
increased demand costs as well as the increased energy costs would be included in
the proposed energy rate. This levels the impacts of the changed costs among all

customers within a tariff, Supporting documentation that shows the derivation of

the charges-is.shown in LCF Attachment 2. The revised PPAR, includingthe . ... .

resulting charges which would increase KgPCo's revenues by approximately 24%
to cover increased purchased power costs, is provided as LCF Attachment 3.

HAVE YOU PREPARED AN ATTACHMENT THAT SHOWS WHAT

- THE NEW-SURCHARGES WOULD BE WITH NO OTHER CHANGES - . ..

-TO THEPPAR? - e

Yes. LCF Attachment 4 is a version of the PPAR that passes through the
Company’s increased purchased power costs to its retail customers under the

current PPAR. 1t reflects the PPAR as it currently exists, with surcharges

.designed_to recover the Company’s increased purchased power costs, but deesnot .

reflect updated allocation factors or demand and energy rates for the LGS and IP

- classes: ‘Supporting documentation that shows the calculation of the surcharges

shown on LCF Attachment 4 is provided in LCF Aftachment 5.
DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes it does.




Kingsport Power Company

Caleulation of Energy Allocation Factors
Purchase Power Adjustment

2007
Metered
kwh

Residential 752,889,720
8GS 21,317,858
MGS 90,815,583
LGS - Sec 241,176,191
LGS - Pri 29,739,450
Total LGS 270,915,641
IP - Pri 145,987,350
P - Tran 854,316,608
Total IP 1,000,303,058
EHG 33,418,766
cs 10,246,488
PS 32,987,176
oL 4,328,393
Total 2,217,223,683

Energy Allocation Factors
2007 Loss 2007

Loss Adjusted Load  Allocation

Factor {to Transmission) Factor
1.05881 797,167,164  3479%
1.05881 22,571,561 099%
1.05881 96,155,447 4 20%
105881 265,359,763  11.14%
102433 30,463,011 .. 133%
285,822,774 12.47%
1.02433 149,539,222 653%
4.00000 854,316,608 37 28%
1,003,855,830 43 81%
105881 35,384,124 1 54%
1056881 10,848,084 047%
106881 34,927,162 1562%
1.05881 4,582,846 0 20%
2,291,317,082- - 100%

Page 1 of 4

LCF Attachment 1
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Kingspart Fower Company
Calculation of Demand Allocation Factors
Purchase Power Adjustment

Demand Allocation Factors

2007 2007 Loss 2007
Load Loss Adjusted Load  Allocation
Research Factor fto Transmission} . Factor

Residential B 147,475 © 1.06266 166,716 44 76%
5G5S 3,283 1.06266 3,489 1 00%
MGS $T18,834 1.06266 17,889 5.11%
LGS - Sec 34,215 1.06266 36,359 10.38%
LGS - Pri Cer T 4219 1.03337 4,360 1.25%
Total LGS 38,434 40,71¢ 11.63%
iP - Pri ‘ 16,683 1.03337 17,240 4.92%
IP-Tran - 99,473 1.00000 99,473 28.41%
Total IP 116,156 118,712 33 33%
EHG 6,048 1.06266 6,427 1.84%
CS ' ‘ 2,002 1.06266 2127 061%
PS 5,352 106266 5,687 162%
oL 367 1.06266 390 0.11%

Total e 335,850 o - 350,185 - 100% Ce e
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Page 1 of 3
| KINGSPORT POWER COMPANY Oviginal-1™ Revised Sheet Number 2-8
Kingsport, Tennessee T.P.5.C. Tariff Number 1

_ Cancels Original Sheet Number 2-8

PURCHASED POWER ADJUSTMENT RIDER

Kingsport Power is authorized under the terms of this rider to apply a surcharge to all customer bills
rendered by the Company to allow for changes in the non-fuel cost of purchased power from the Company's
wholesale power supplier under the Federal Energy Regulatory Commission im lemented rate schedules, including,
but not limited to, all demand charges and energy charges which are paid by the Company to its wholesale power
supplier in connection with the electric service provided to the Company.

1. Calculation of Change in Non-Fuel Purchased Power Expense

The change in the Company's non-fuel purchased power expense shall be calculated according to the
following formula:

(Dp - Dc) + (Ep - Ec)

where "D is the Company's demand-related purchased power expense and "E" is the Company’s non-fuel
energy-related purchased power expense as calculated for a 12-month test period based on the wholesale
supplier's proposed (",") and current (",") rates.

2. ' Allocation of Change in Non-Fuel Purchased Power Expense to Tariffs

The change in the Company's demand and non-fuel energy-related purchased power expense as
determined under Section ! of this rider shall be allocated to individual tariffs by application of the
following allocation factors:

Demand Energy
Allocation Allocation
Tariff Factor Factor
- % %
Residential Service (RS) 453444.76 35.7234.79
Small General Service (8GS) 4:861.00 8:780.90
Medium General Service (MGS) 304511 3-824.20
Electric Heating General (EHG) 2471.84 +-961.54
Church Service (CS) 0:300.61 837047
Public Schools (PS) 2521.62 204152
Large General Service (LGS) 13-6411.63 361247
Industrial Power (IP) 3-2433.33 407943 .81
Qutdoor Lighting (OL) 8:020.11 £190.20
Total 100.00 100.00

The above allocation factors shall-beare based upon the demand and non-fuel energy-related purchased
power expense allocators as—contained—in—the_mest-recent—class-eest-of-service—study—filed by the
Company with the Tennessee Publie—Service-CommissienRegulato Authority in -
Company-s-otherretail-ratesDocket Number xx-xxxxx.

3. Determination of Surcharges by Tariff
The change in demand and non-fuel energy-related purchased power
expense as allocated to each tariff under the terms of Section 2 of this rider
means of a kifevwatthow MED-surcharge-caleulatod—according—-te—thefolle
energy or lamp surcharge calculated according to the following formulas:

| Tariffs RS, $G5, MGS, EHG. CS8, and PS: (Energy only)

shall be recovered by
Ane-formula:demand,

AD+AE
KWH
Issued: Pecember291204December xx, 2008 Effective: December-201094 fanuary 1. 2009
By: Adlan-R—GlassbuenDana Waldo, President Pursuant to an Order in
Kingsport—Fennessee Docket Number 94-04283xx-XXXRX

LCF Attachment 3
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| KINGSPORT POWER COMPANY Original-1" Revised Sheet Number 2-9
Kingsport, Tennessee . T.P.S.C. Tariff Number 1
: Cancels Original Sheet Number 2-9

PURCHASED POWER ADJUSTMENT RIDER
Tariffs LGS and IP: (Demand and Energy)

Demand: Eneruy;
ZAD II2AD+AE
KW KWH

Taniff OL (Lamp Only)

AD+AE
Lamp months

where "A D" is the change in the Company's demand-related purchased power expense allocated to each
tariff, "A E" is the change in the Company's non-fuel energy-related purchased power expense allocated to
each tariff-and, "KWH" is the test-year-previous calendar_year kilowatthour sales by tariff for all tariffs
axeludine Ontdoor Lishtinm a—derramiag nsed—inthe-ed o E e haroe hia—i)

; “KW” is the previous calendar yer kilowatt sales by
tariff for all tariffs and lamp months is the lamp-months for the previous calendar year.

4, Effective Date of Surcharge

The tariff surcharges as calculated in Section 3 of this rider shall be effective upon the same date
" @s:any change in the Company's wholesale supplier's tariffs is implemented by the Federal Energy .
Regulatory Commission. :

5. Notification of Change in Surcharge by the Company

The Company will provide no less than a 30-day notice of the proposed effective date in any
- change in the purchased power surcharge to its customers. The Company will also provide the calculations
and other information supporting the proposed purchased power surcharges to the Staff of the Tennessee

Public Service Commission 30 days prior to the effective date of such surcharge.

6. Refund Procedure

Should the change in the Con:l;:any's non-fuel related purchased power expense recovered through
the application of this rider exceed the level of change in non-fuel related purchased power expense .
ultimately approved by the Federal Energy Regulatory Commission, then the Company shall promptly
notify the Tennessee: Public: Service Commission of such a final Federal Energy Reguiatory Commission:
order, recalculate the appropriate purchased power surcharges, and refund any excess non-fuel related
purchased power expense recovered through this rider following the receipt of a refund from its wholesale

supplier.
Issued: December20 10040 ecember xx, 2008 Effective: Deeember20-1094 anuary 1, 2009
By: Allanfi-GlassburnDana Waldo, President Pursuant to an Order in

Docket Number 94-04283x - 00Xxx%

>
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| KINGSPORT POWER COMPANY 2a4d-3rd Revised Sheet Number 2-10
d/b/a AMERICAN ELECTRIC POWER T.R.A. Tariff Number 1
| 2 Kingsport, Tennessee Cancels }s5¢-2nd Revised Sheet Number
-10

PURCHASED POWER ADJUSTMENT RIDER

7. Surcharge

Pursuant to the provisions of this Rider, a permanent-Purchased Power Adjustment Rider eredit

surrf:?‘arge will be applied to each kilowatt-hour, kifowatt or Jamp as billed under the Company’s filed

tariffs exceptinthe case-ofthe-Company—s-O Al by al-be-applied—based-on—a-per-lamp
ivalont basic.

The Purchased Power Adjustment Rider eredit-surcharze applicable to each tariff is set below:

FarHE Poermanent
0w H

RS 00+

SGE H0414

MES O0415

EHG 00423

es L0417

£s SEaR R LY

LS 06489

1p 00083

Ok 54
Tariff . Energy Rate _ . Demand Rate ~ Lamp Rate

" {$)/ KWH ’EQW C (8)/Lamp
RS 01276
MGS 01212
EHG 01185
cs 01272
PS 01070
LGS L0512 2.53
Jid 00411 241
0L 38818
Issued: Febroary-6:2004December xx, 2008 Effective: Septemberi—2008January 1, 2009
By: R-bBCarson-VieeDana Waldo, President Pursuant to an Order in
Docket Number 39-6055-xx-xXxxx
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KINGSPORT POWER COMPANY Original Sheet Number 2-8
Kingsport, Tennessee “F.P.S.C. Tariff Number 1

PURCHASED POWER ADJUSTMENT RIDER

Kingsport Power is authorized under the terms of this rider to apply a surcharge to all customer bills
rendered by the Company to allow for changes in the non-fuel cost of purchased power from the Company's
wholesale power supplier under the Federal Energy Regulatory Commission imﬁlemented rate schedules, including,
but not limited to, all demand charges and energy charges which are paid by the Company to its wholesale power
supplier in connection with the electric service provided to the Company.

1. Calculation of Change in Non-Fuel Purchased Power Expense

The change in the Company's non-fuel purchased power expense shall be calculated according to the
following formula:

(Dp - Dc) + (Ep -Eo)

where "D"’is the Corﬁpany's demand-related purchased power expense and “E" is the Company's non-fuel
energy-related purchased power expense as calculated for a 12-month test period based on the wholesale
supplier's proposed (",") and current (".") rates.

2. Allocation of Change in Non-Fug] Purchased Power Expense to Tariffs

The change in the Company's demand and non-fuel energy-related purchased power expense as
determined under Section 1 of this rider shall be allocated to individual tariffs by application of the. -
foltowing allocation factors: :

Demand Energy
Allocation Allocation
Tariff Factor Factor
% - %

Residential Service (RS) 45.31 35.72
Small General Service (SGS) 0.80 0.78
Medium General Service (MGS) 3.94 382
Electric Heating General (EHG) 2.17 1.96
Church Service (CS) 0.39 0.37
Public Schools (P5) 2.52 2.01
Large General Service (LGS) 13.64 14.36
Industrial Power (IP) . - 31.21 40.79 - . oo
Outdoor Lighting (OL) 0.02 0.19 .

Total 100.00 100.00

The above allocation factors shall be based upon the demand and non-fuet energy-related purchased
power expense allocators as contained in the most recent class cost-of-service study filed by the
Company with the Tennessee Public Service Commission in support of the Company’s other retail-
rates. : . P

3. Determination of Surcharges by Tariff

The change in demand and non-fuel energy-related purchased power
expense as allocated to each tariff under the terms of Section 2 of this rider shall be recovered by
means of a kilowatthour (K WH) surcharge calculated according to the following formula:

AD+AE
KWH
Issued: December 29, 1994 Effective:December 22, 1994
By: Allan R. Glassburn, President Pursuant to an Order in
Kingsport, Tennessee Docket Number 94-04283

LCF Attachment 4
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KINGSPORT POWER COMPANY Original Sheet Number 2-9
Kingsport, Tennessee T.P.5.C. Tariff Number 1

PURCHASED POWER ADJUSTMENT RIDER

where "4 D" is the change in the Company's demand-related purchased power expense allocated to each
tariff, “A E" is the change in the Company's non-fu¢l energy-related purchased power expense allocated to
each tariff and "K'WH" is the test year kilowatthour sales by tariff for all tariffs excluding Qutdoor
Lighting. The denominator used in the calculation of the surcharge for the Outdoor Lighting tariff shall be
iamp-months for the test year.

4. Effective Date of Surcharge

The tariff surcharges as calculated in Section 3 of this rider shall be effective upon the same date
as any change in the Company's wholesale supplier's tariffs is implemented by the Federal Energy
Regulatory Commission.

5. Notification of Change in Surcharge by the Company

The Company will provide no less than a 30-day notice of the propesed effective date in any
change in the purchased power surcharge to its customers. The Company will also provide the calculations
and other information supporting the proposed purchased power surcharges to the Staff of the Tennessee .
Public Service Commission 30 days prior to the effective date of such surcharge. ‘

6. Refund Procedure

Should the change in the Company's non-fuel related purchased power expense recovered through
the application of this rider exceed the fevel of change in non-fuel related purchased power expense
ultimately approved by the Federal Energy Regulatory Commission, then the Company shall promptly
notify the Tennessee Public Service Commission of such a final Federal Energy Regulatory Commission
order, recalculate the appropriate purchased power surcharges, and refund any excess non-fuel related
purchased power expense reccwereg through this rider following the receipt of a refund from its wholesale

supplier.
Issued: December 29, 1994 Effective:December 29, 1994
By: Allan R. Glagssburn, President Pursuant to an Order in

Kingsport, Tennessee Docket Number 94-04283
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| KINGSPORT POWER COMPANY 2a¢-3rd Revised Sheet Number 2-10

d/b/a AMERICAN ELECTRIC POWER T.R.A. Tariff Number 1
| Kingsport, Tennessee Cancels 3s5t-2nd Revised Sheet Number 2-10

PURCHASED POWER ADJUSTMENT RIDER

7. Surcharge
| Pursuant to the provisions of this Rider, a permanent Purchased Power Adjustment Rider eredit-surcharge
will be applied to each kilowatt-hour as billed under the Company’s filed tariffs except in the case of the
Company’s OL tariff which will be applied based on a per lamp equivalent basis.

} The Purchased Power Adjustment Rider eredit-surcharge applicable to sach tariff is set below:

Tariff Permanent
(5)/KWH
| RS 0014001252
| $GS 004144008 18
| ‘MGS _ 004500946
| EHG - | 012301408
| Ccs QGH—?OM
| PS 0013801643
| LGS H016001105
| IP BoO8300699
| OL | T 6H5411019
Issued: Eebrsar-6200December xx, 2008 Effective: Septerberi-—2000]anuary 1. 2009
- By: R-DP-Carson;iliesDana Waldo, President Pursuant to an Order in

Docket Number 99-0055-xX-xxXXXx
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KINGSPORT POWER COMPANY * Originsl Sheet Number 2-8
. T.P.5.C. Tariff Nomber 1

Kingsport, Tennessee

PURCHASED POWER ADJUSIMENT RIDER

Kingsport Power Is authorized under the terms of this ider to apply a surcharge to all customer bills rendered by the

Compwwtoaﬂowfbrdmngmmthenon firel cost of porchased power from the Cormpany's wholesdle power supplier undex the
Commission implemented rate schedules, including, but not limited to, all demand charges end energy

Regulatory
(éharg&swlﬂch are paid by the Comparfy o its wholesale power suppher in conhéction with the electrc service provided to the
Dmpany

—

IhedmngemﬂwCompmfsmﬁ:dpmdmedpowummeshaﬂbecﬂculaﬂedmﬂngtotlwfollowmgfmmtda.

By~ 59+ - B)
whem"D"lsﬂxeCmnpmysdmand-mlaiedpmchasedpawaexpmsemd"B"md:eCompany‘snonﬁJelen
pm'c:ha:%d B r expense as calculated for a 12-month test period based on the wholesale smpher’spropos?:?i",") and
current (") 1ates,

demand and non-fuel energy-related purchased lt?ovm expense as determined inder

Sectlon 1 Df t!:us rider shall be allocated to individual tariffs by application of the following allocatlon factors:

. Demand Enexrgy

. ARoéation Allocation

Resideniial Smw:e 4331 352
. Small General Service SG : o 0.80 - 078
Medium Géneral Sexvrce 394 382
Electric Heating General (EHG) 217 : 1.96
Church Service (C3) 039 ‘ : 037
Public Schools (P5) : 2.52 20
Large General Service (LGS) 13.64 14.36
Industrial Power (IP) 3121 40.79
Ouitdoer L ighting (OL) .02 019
Total 100 00 - 100.00

Theaboveaﬂomtonﬁctmsshaﬂbebasedwthe dmandandnon-ﬁlel energy-related purchased povrer expense
allocators as contained in the most recent class cost-of-service study, fled % the Company with the Tennesses

Public Service Commission in support of the Company’s othier retail rates.

The change in demand and non-firel energy-related parchased power,
expense as allocated to each tariff under the terms ofSecuunzufﬂusndarshallberecove(edby means of &

kilowatthour (KWH) surcharge calculated according to the following formmule:

AD+AE
KWH
Issued: December 29, 1994 Effective: Decenber 29, 1994
By: AllcnR.GIassbmn,Prssﬁem Pursuant to an Onder in
Docket Number 84-04283

Kingsport, Tennessee

r




KINGSPORT POWER COMPANY Original Sheet Nember 2-9
. T.P.S.C. Taxiff Nomber 1

Kingsport, Tennessee

PURCHASED POWER ADJUSTMENT RIDER

where "A 1" is the change in the Company's demand-related purchased pover expense allocated o edch taiff, "A
E* is the changs in the Company's non-fuel energy-related purchased power expense allocated to each tariff and
- "KWIH I3 the test year kilowatthour sales by tariff for all tariffs : R
excluding Outdoor Lighting. ‘The dencminator used in the calculation of the surcharge for the Quideor Lighting
tariff shall be lamp-months for the test year. :
4. Effective Date of Surchare '

The ariﬁ'smbhargcs s caloulated in Section 3 of this rider shall be eﬁ'eéﬁve;&tpﬁﬂw same date a3 any

%hangq in the Company's wholesale suppliers tariffs is implernented by the F Energy Regulatory
ommission, '

The Company will provide no less thay a 30-day notice of the proposed eﬂ’écﬁvedateinaﬁydmng&g

the purchased power surcharge to its cuistomers. The Company will also provide the calenlations and ¢

information mﬁng the proposed purchased fpcww:r smcharges to the Staff 6f the Termessee Public Service

Commission prior to the effective date o

6. Refind Procedurs
Should the change in the Company's non-fizel related purchased power expense recovered through the
application t%f this rider &xkceed the. level of change in non-firel related purchased power e e yltimately
approved by the Federal Energy ry Comznission, then the Compeny shall prompdly nmﬁe- Tennessee
Public Service Commission of such & final Federal Enetgy Regulatory Commission otder, recaleuldte the
appropriate purchased Fowet surcharges, and refund any excess non-foel relatedﬁrrchased power expense
recovered through this rider following the receipt of a refund from its wholesale supphier. .

such sorcharge.

Issued: December 29, 1994 Kfféctive: Decerber29, 1954
By: Allen R. Glassburn, President ) Pursuant to an Order in
Kingspont, Tennessee Docket Number 94-04283

-




. KINGSPORT POWER COMPANY 2nd Revised Sheet Number 2-10
d/b/is AMERICAN ELECTRIC POWER T.R A. Tariff Namber 1
Kingspo:t, Tennessee Cancels 1st Revised Sheet Number 2-10

PURCHASED POWER ADJUSTMENT RIDER

7. Credits

Pursuznt to the provisions of this Rider, a permanent Purchased Power Adjustment Rider credit will be applied to each
kilowatt-hour as billed under the Company®s filed tariffs, except in the case of the Company*s OL tariff which will be
applied based on a per lamp cquivalent basis. .~ '

The Purchased Power Adjustment Ride: credit applicable to each tariff is set below:

SYEKWH
RS " 00140
SG$ ' 00114
MGS 00115
EHG . 00123
o - *.00117 .
Ps . 00138 ]
LGS 00109
w - 00083
)] o~
oL 01154
Issued: Febmary 6, 2001 Effactive: September 1, 2000
By:R. D. Carson, Vice President Pursuant to an Order in

Daocket No. §9-00351




Appalachian Power Company’s Filing of First
Revised FERC Rate Schedule No. 23 to be supplied.

(Exhibit 4)
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KINGSPORT POWER COMPANY Original Sheet Number 2-8
Kingsport, Tennessee T.P.8.C. Tariff Number 1

PURCHASED POWER ADJUSTMENT RIDER

Kingsport Power is authorized under the terms of this rider to apply a surcharge to all customer bills
rendered by the Company to allow for changes in the non-fuel cost of purchased power from the Company's
whalesale power supplier under the Federal Energy Regulatory Commission implemented rate schedules, including,
but not limited to, all demand chasges and energy charges which are paid by the Company 1o its wholesale power
supplier in connection with the electric sesvice provided to the Company

1 Calentation of Change in Non-Fuel Purchased Power Expense

The change in the Company's non-fue! purchased power expense shall be calculated according to the
following formula:

- (D, - Do) + (B, - Eo)

where "D" is the Company's demand-related purchased power expense and "E" is the Company's non-fuel
ener gy-related purchased power expense as calculated for a 12-month test period based on the wholesale

supplier's proposed (",") and current ("c") rates.

2 Allgcation of Change in Non-Fue! Purchased Powet Expense to Tariffs

The change in the Company's demand and non-fuel ene1gy-related aﬁurchasaci power expense as
determined under Section 1 of this rider shall be allocated to individu tariffs by application of the

fotlowing allocation factors:

Demand Energy
Allocation’ Allocation
Tariff Factor _Factor
: ‘ % . %
Residential Setvice (RS) : 45.31 3372
Small General Service (SGS) 080 078
Medium General Service (MGS) 394 3382
Electric Heating General (EHG) 217 196
Church Setvice (CS) 039 037
Public Schools (PS) - 252 201
Large General Service (LGS) 13.64 14.36
Industrial Power (IF) 31.21 4079
Outdoor Lighting (OL) 0.02 0.19
Total 10000 190G 00

The above allocation factors shall be based upon the demand and non-fuel energy-related purchased
-power expense allocators as contained in the most recent class cost-of-service study filed by the
Company with the Tennessee Public Service Commission in support of the Company's other retail
rates. :

3. " Determination of Surcharges by Tariff

The change in demand and non-fucl energy-related purchasex power
expense as allocated to each tariff under the terms of Section 2 of this rider shall be recovered by
means of z kilowatthow (KWH) surcharge calculated according to the following formuta:

AD+AE
KWH
Issued: December 29, 1994 Effective:December 29, 1994
By: Allan R. Glassburn, President Pursuant to an Order in

Kingzport, Tennessee Docket Wumber 94-04283




Page 2 of 6

KINGSPORT POWER COMPANY Original Sheet Number 2-9
Kingsport, Tennessee : T.P.S.C. Tariff Number 1

PURCHASED POWER ADJUSTMENT RIDER

where "A D" is the change in the Company's demand-related purchased power expense allocated to each
tariff, "A E" is the change in the Company's non-fuel energy-related purchased power expense allocated to
“each tariff and "KWH" is the test year kilowatthowr sales by tanff for all tariffs excluding Qutdoor
Lighting. The denominator used in the calculation of the surcharge for the Outdoor Lighting taritf shall be
lamp-months for the test year

4, Effective Date of Surcharge

The tariff surcharges as calculated in Section 3 of this rider shall be effective upon the same date
as any change in the Company's wholesale supplier's tatiffs is implemented by the Federal Energy
Regulatory Commission o

5 Noiification of Change in Surcharge by the Company

The Company will provide no less than a 30-day notice of the proposed effective date in any
change in the purchased power surcharge fo its customers. The Company will aiso provide the calculations
and other information supporting the proposed purchased power surcharges to the Staff of the Tennossee
Public Service Commission 30 days prior to the effective date of such surcharge. o

6 Refund Procedure

Should the change in the Company's non-fuel related putchased power expense recovered through
the application of this rider exceed the level of change in non-fuel related purchased power expense
ultimately approved by the Federal Energy Regulatory Commission, then the Company shall promptly
notify the Tennessee Public Service Commission of such a final Federal Energy Regulatory Commission
arder, recalculate the approptiate purchased power surcharges, and refund any excess pon-fuel related
purchased power expense recovered through this rider following the receipt of a refund from its wholesale

supplier.
Issued: December 29, 1994 Etfective:December 29, 1994
By: AllanR Glassburn, President Pursuant to an Order in

Kingsport, Tennessee Docket Mumber 94-04283




Page 3 of 6

KINGSPORT POWER COMPANY 2nd-3rd_Revised Sheet Number 2-10 I
d/b/a AMERICAN ELECTRIC POWER TXR.A. Tariff Number 1
Kingsport, Tennessee _ Cancels 3st-2nd Revised Sheet Number 2-10 |

PURCHASED POWER ADJUSTMENT RIDER

7 Surcharge

Pursuant to the provisions of this Rider, a permanent Purchased Power Adjustment Rider eredit-gurcharge |
will be applied to each kilowatt-hour as billed undes the Company’s filed tariffs except in the case of the
Company's OL tariff which will be applied based on a per lamp equivalent basis.

The Purchased Power Adjustment Rider eredit-surcharge applicable to each tariff is set below: ;

Tariff Permanent

TVKWH
RS 0014001292 |
SGS ' 00H400818 |
MGS 0644500946 |
EHG L 0612301408 [
Cs 0044700828 |
ps 0943801643 |
LGS 8616901105 ) |
P 6008300699 |
oL BHSL10L9 |
Tssued: Bebriary-6:200+December xx, 2008 Effective: 3 Tanuary 1, 2609
- By: R-D-CarsonsVieeDana Waldo, President Pursgant to #n Order in

Docket Number $9-00553xx- XXX
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KINGSPORT POWER COMPANY Original Sheet Number 2-8
Kingsport, Tennessee T P.5.C. Tariff Number 1

PURCHASED POWER ADJUSTMENT RIDER

Kingsport Power is authorized under the terms of this rider to apply a swicharge t0 all customet bills
rendered by the Company to allow for changes in the non-fuel cost of purchased power from the Company's
wholesale powes supplier under the Federal Energy Regulatory Commission implemented rate schedules, including,
but not limited to, all demand charges and energy charges which are paid by the Company to its wholesale power
supplier in connection with the electric service provided to the Company

i. Calculation of Change in Non-Fuel Purch Power Expense

The changemin the Company's non-fuel purchased power expense shall be calculated according to the
following formula: '

{Dy - Do) + (Ep - Ey)

where "D" is the Company's demand-related purchased power expense and "E" is the Company's non-fuel
energy-related purchased power expense as calculated for a 12-month test period based on the wholesale

supplier's proposed ('p") and current (") rates

2. Allocation of Change in Non-Fuel Purchaged Power Expense fo Tariffs

- The change-in the Company's demand and non-fuel energy-related purchased power expense. as
determined under Section 1 of this 1ider shall be allocated to individual tariffs by application of the

following allocation factors:

Demand Energy
Allocation Allocation
Tariff . ) Factor _Factor
% %
Residential Service (RS) : 4531 3572
Small General Service (SGS) ' 080 0.78
Medium General Service (MGS) 394 382
Electric Heating General (EHG) 2.17 196
Church Service (C5) 039 037
Public Schiools (PS) 252 201
Large Genesal Service (LGS) 1364 1436
Industrial Powex (IP} 31.21 4379
Qutdoor Lighting (OL) 002 019
Total - 10000 100 09

The above allocation factors shall be based upon the demand and non-fuel energy-related purchased . .
power expense allocators as contained in the most recent class cost-of-service study tiled by the
Company with the Tennessee Public Service Commission in support of the Company’s other retail
rates.

3 Determination of Swicharges by Tariff

The change in demand and non-fuel energy-related purchased power
expense as allocated to each tariff under the terms of Section 2 of this rider shall be recovered by
means of a kilowatthour (KWH) surcharge calculated according to the following formula:

AD+AE
KWH
Issued: December 29, 1994 Effective:December 29, 1994
By: Allan R. Glasshurn, President Pursuant to an Order in
Kingsport, Tennessee Docket Number 94-04283
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KINGSPORT POWER COMPANY Original Sheet Number 2-9
Kingsport, Tennessee T.P S.C. Taviff Nomber 1

PURCHASED POWER ADJUSTMENT RIDER

where "A D" is the change in the Company's demand-related purchased power expense allocated 10 each
tariff, "A E" is the change in the Corapany's non-fuel energy-related purchased power expense allocated to
each tariff and "KWH" is the test year kilowatthour sales by taniff for all ta:iffs excluding Outdoor
Lighting The denominator used in the calculatiofi of the swicharge for the Outdoor Lighting taniff shall be

lamp-months for the test year.

4 Effective Date of Surcharge

The tariff surcharges as calcutated in Section 3 of this 1ider shall be effective upon the same date
as any change in the Company's wholesale suppliet's taviffs is implemented by the Federal Energy
Regulatory Commission

5. Notification of Change in Surcharge by the Company

The Company will provide no less than a 30-day notice of the proposed effective daie in any
change in the purchased power suscharge to its customers  The Company will also piovide the calculations
and other information supporting the proposed purchased power surcharges to the Staff of the Tennessee
Public Service Commission 30 days prior to the effective date of such surcharge

6. Refund Procedure

- Should the change in the Company's non-fuel related purchased power expense recovered through
the application of this rider exceed the level of change in non-fuel related purchased power expense
ultimately approved by the Federal Energy Regulatory Commission, then the Company shall prompily
- notify the Tennessee Public Service Commission of such a final Federal Energy Regulatory Commission
order, recalculate the appropriate purchased power surcharges, and refund any excess non-fuel related
purchased power expense recovered through this rider following the ieceipt of a refund from its wholesals

supplier
Tssued: December 29, 1994 Effective:December 29, 1994
By: Allan R. Glassburn, President Pursuant to an Order in

Kingsport, Tennessee Docket Number 94-04283




Page 6 of 6
KINGSPORT POWER COMPANY 3rd Revised Sheet Number 2-10

d/b/a AMERICAN ELECTRIC POWER T .R.A. Tariff Number 1
Kingsport, Tennessee Cancels 2nd Revised Sheet Number 2-10

PURCHASED POWER ADJUSTMENT RIDER

7 Surcharge

Pursuant to the provisions of this Rider, 2 petmanent Purchased Power Adjustment Rider surchatge will
be applied to each kilowatt-hour as billgd undet the Company’s filed tariffs except in the case of the
Company’s OL tariff which will be applied based on & per lamp equivalent basis. :

The Purchased Power Adjustment Rider surcharge applicable to each tariff is set below:

Tariff Permanent
[£3]
RS ' 01292
SGS8 00818
MGS : 00946
EHG 01408
cs 00828
PS 01643
1GS 01103
P C- 00699
oL 11019
Issued: December xx, 2008 Effective: January 1, 2009
By: Dana Waldo, President Pursuant to an Order in

Docket Number xx-Xxxxx
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KINGSPORT POWER COMPANY Original 1" Revised Sheet Nuinber 2-8
Kingsport, Tennessee T.P.S.C. Taritf Number I

Cancets Original Sheet Number 2-8

PURCHASED POWER ADJUSTMENT RIDER

Kingsport Power is authorized under the terms of this rider to apply a surcharge to all customer bills
rendered by the Company to allow for changes in the non-fuel cost of purchased power from the Company's
wholesale power supplier under the Federal Energy Regulatory Commission itnplemented rate schedules, including,
but not limited to, all demand chazges and energy charges which are paid by the Company to its wholesale power
supplier in connection with the electric service provided to the Company

l Catculation of Change in Non-Fuel Purchased Power Expense

The change in the Company's non-fuel purchased power expense shall be calculated according to the
following formula:

(Dp - Dc) + (Ep 'Ec)

where "D" is the Company's demand-related purchased power expense and "E” is the Company's non-fuel
energy-related purchased power expense as calculated for a 12-month test period based on the wholesale

supplier's proposed ("p") and current (") rates

2. Allocation of Change in Non-Fuel Purchased Power Expense to Tariffs

The change in the Company's demand and non-fuel energy-related puichased power expense as
determined under Section ! of this rider shall be allocated to individual tariffs by application of the.

following allocation factors:

Demand Energy
Allocation Allocation
Tariff Factor Factor
% %

Restidential Service (RS) 45:3144.76 25.7234.79
Small General Service (SGS) ©:861.00 8780.99
Medium General Service (MGS) 945,11 3:824.20
Electric Heating General (EHG) =71.84 1961.54
Church Service (CS) 0380.61 837047
Public Schools (PS) 2:531.62 Z0+1.52
Large General Service (LG3) +3-6411.63 14361247
Industrial Power (IP). 34-2133.33 40:7543 .81
Qutdoor Lighting (OL) 002011 §-120.20

Total 10000 100 00

The above allocation factors sheH-be—are based wpon the demand and won-fuel energy-related
purchased power expense allocators as ained-t AH5-E0% JeEviE filed by

the Company with the Tennessee-Public-Service-Commission Regulatory Authon’lz in-suppertofthe, |

ocket Number 3x-XxXxx.

3 Determination of Surcharges by Tariff

The chenge in demand and non-fuel energy-related purchased power
expense as allocated to each tariff under the terms of Section 2 of this tider shall be recovered b
s vyala P H o : s—fow Haemang,

means of a :

energy or lamp surcharge cglcglg;'gd according to the following fbt"?mulas:
Tariffs RS, SGS EHG, CS, and PS: (Enerey ont
AD+AE
KWH
Issued: Pecember20-1984December xx, 2008 Effective: December 291004 annary 1, 20

By: AllanR-GlassburnDana Waldo, President Pursvant to an Order in
Kinpsport—Tennescea Docket Number 84-04283xx-xxx1X
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KINGSPORT POWER COMPANY Oviginal-1" Revised Sheet Number 2-9
Kingsport, Tennessee T.P.S.C. Tari{ff Number 1

Cancels Original Sheet Number 2-9

PURCHASED POWER ADJUSTMENT RIDER
Tariffs I.GS and IP: (Dremand and Energy)

Demand: Energ

Y
124D 1/2AD+AE

KW KWH

Tariff OL {Lamp Only}

AD+AE

Lamp months

where "A D" is the change in the Company's demand-ielated purchased power expense allocated to cach
tariff, "A E" is the change in the Company's non-fuel energy-related purchased power expense allocated 1o
each tariff-and, "KWH" is the test-year-previous cajendar year kilowatthour sales by taxiff for ali tariffs

. “K'W™" is the previgus calendar year kilowatt sales by

Liaka] E challbe ) b forr tho. {0t
ta:Ei'ff fo? all tariffs and lamp months is the lamp-months for the previous calendar year.

Effective Date of Surcharge

~ The tariff surcharges as calculated in Section 3 of this rider shall be effective upon the same date
as any change in the Company's wholesale supplier's tariffs i3 implemented by the Fedeval Energy

Regulatory Commission

Notification of Change in Surchaige by the Company

The Company will provide no less than a 30-day notice of the proposed effective date in any
change in the purcﬁased power surcharge to its customers. 1he Company will also provide the calculations
ard other information supporting the proposed purchased power surcharges to the Staff of the Tennessee
Public Service Commission 30 days priot 0 the effective date of such surcharge

&'

Refund Procedure

Should the change in the Company’s non-fuel related puichased power expense recavered through
the application of this rider exceed the Tevel of change in non-fuel related purchased power expense -
ultimately approved by the Federal Encrgy Regulatory Commission, then the Company shall promptly
notify the Tennessee Public Sexvice: Commission of such a tinal Federal Energy Regulatory Commission .
order, recalculate the appropriate purchased power surcharges, and refund any excess non-fuel related
purchased power expense recovered through this rider following the receipt of a refund from its wholesale

supplier

Pecomber20-1004December xx, 2008 Effective: Becomber 201904 anuary 1, 2000

By: AHan-R—GlassburnDana Waldo, President Pursuant to an Order in
Kingsport—Fennassee Docket Number 94-04283x%-XX XXX

]
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KINGSPORT POWER COMPANY 2ad-3rd Revised Sheet Number 2-10 |
d/b/a AMERICAN ELECTRIC POWER T.R A, Tariff Number 1
Kingsport, Tennessee Cancels Ist-2nd Revised Sheet Number 2-10|

PURCHASED POWER ADJUSTMENT RIDER

7. Surcharge
Pursuant to the provisions of this Rider, a pesmaneat-Purchased Power Adjustment Rider erodit-surchaige
will‘l’x? aglie [ ah kilpwatthg__ : i_l_wagt olamg as bi}lgd undf:rte omp_y‘ ﬁe 'iffs except-in
The Puichased Power Adjustment Rider eredit-surcharge applicable to each tariff is set below: ]
FarHf Permanent
RE H440
SG8 004
MGS 005
£t IC. 00153
B— es 0017
BS A3
LGS 20409
i 12 -00083
oL 54
| RS 01276 , : _
SGS 01020
MG L1212
EHG 01185
Ccs 01272
PS 01070
LGS 00512 233
1P 200411 241
OL 38318
Issued: Eebruary-5:2004December xx, 2008 Effective: Septentber—1-2000January § 2009
By: R—B-CarsonVieeDana Waldo, President Pursuani to an Order in
Docket Number 99-00554 xx-XXxXx
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KINGSPORT POWER COMPANY 1* Revised Sheet Number 2-8
Kingsport, Tennessee T.P.S.C. Taxiff Number 1
Cancels Original Sheet Number 2-8

PURCHASED POWER ADJUSTMENT RIDER

Kingsport Power is authorized under the terms of this rider to apply a surcharge to all customer bills
rendered by the Company to allow for changes in the non-fuel cost of purchased power from the Company's
wholesale power supplier under the Federal Energy Regulatory Commisston implementad rate schedules, including,
but not limited to, all demand charges and energy charges which are paid by tﬁe Company to its wholesale power
supplier in connection with the electric seivice provided to the Company

1 Calcyjation of Change in Non-Fuel Purchased Power Expense

The change in the Company's non-fuel purchased power expense shall be calculated acéouﬁing ta the
following formula:

(Dp - Do) + (Ep - Ec}

where "D" is the Company's demand-related purchased power expense and "E" is the Company's non-fugl
energy-related purchased power expense as calculated for a 12-month test period based on the wholesale

"o woH

supplier's proposed ("p") and current (") 1ates

2 Allocation of Chidnge in Non-Fugl Purchased Power Expensg to Tariffs

The change in the Company's demand and non-fuel energy-related purchased power expense as
determined under Section 1 of this rider shall be allocated to individual tariffs by application of the

following allocation factors:

Demand Energy
Allocation Allocation

Tariff : Factor Factar

% - %

Residential Service (RS) 44.76 3479
Small General Service (SGS) 100 0.95
Medinm General Service (MG3) 511 420
Electric Heating Genezal (EHG) 1.84 154
Church Service (C8) 061 047
Public Schools (PS) : o 1.62 152
Latge General Service 1L GS) 1163 12 47
Industrial Power (IFP) 33133 43 81
QOutdoor Lighting (OL)} 011 020
Total 10000 100 .00

The above allocation factors are based on the demand and non-fuel energy-related puichased power
expense allocators filed by the Company with the Tennessee Regulatory Authority in Docket No. xx-
RXEXK

3. Determination of Surcharges by Tariff

The change in demand and non-fuel energy-related purchased power
expense as allocated to each tariff under the terms of Section 2 of this rider shall be recovered by
means of a demand, energy or lamp surcharge calculated according to the following formulas:

Tariffs RS, SGS, MGS, EHG, CS, and PS: (Energy only}

AD+ARE
KWH
Issued: December xx, 2008 Effective: January 1, 2009
By: Dana Waldo, President Pursvant to an Order in

Docket Number Xx-xxxxx
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KINGSPORT POWER COMPANY 1% Revised Sheet Number 2-9
Kingspoert, Tennessee T.P.§.C. Tariff Number 1

Cancels Oviginal Sheet Number 2-2

PURCHASED POWER ADJUSTMENT RIDER
Tariffs LGS and IP: (Demand and Energy)

Demand: Energy:
12AD 12AD+AE
Kw KWH
Tariff OL (Lamp Only)
AD+AE
Lamp months

where "4 D" is the change in the Company's demand-related purchased power expense allocated to each
tariff, "A E” is the change in the Company’s non-fuel energy-related purchased power expense allocated to
each tariff, "KWH" is the previous calendar year kilowatthour sales by tariff for all taniffs, “KW” is the
previous calendar year kilowatt sales by tariff for all tariffs and lamp months is the lamp-months for the

previous calendar ycar.

Effective Bate of Surcharge

The tariff surcharges as calculated in Section 3 of this rider shall be effective upon the same date
as any change in the Company's wholesale supplier's tariffs is implemented by the Federal Energy
Regulatory Commission .

Notification of Change in Surcharge by the Company

The Company will provide no less than 2 30-day notice of the proposed effective date in any
change in the purchased power surcharge to its customers. The Company will also provide the calculations
and other information supporting the proposed purchased power surcharges to the Staff of the Tennessee
Public Service Commission 30 days prior to the effective date of such surcharge -

Refund Procedure

Should the change in the Company's non-fuel related purchased power expense recovered through
the application of this rider exceed the level of change in non-fuel related purchased power expense
ultimately approved by the Federal Energy Regulatory Commission, then the Company shall promptly
notify the Tennessee Public Service Commission of such a final Federal Energy Regulatory Commission™ -
order, recalculate the appiopriate purchased power surcharges, and refund any excess non-fuel related
purchased power expense recovered thiough this rider following the receipt of a refund from its wholesale

supplier

Issued: Decembes xx, 2008
By: Dana Waldo, President

Effective: January 1, 2009
Pursuant to an Order in
Docket Number xx-xxxxx
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3rd Revised Sheet Number 2-10
T.R.A. Tariff Number 1
Cancels 2nd Revised Sheet Number 2-10

KINGSPORT POWER COMPANY
d/b/a AMERICAN ELECTRIC POWER
Kingsport, Tennessee

PURCHASED POWER ADJUSTMENT RIDER

7 Surcharge

‘Pursuant to the provisions of this Rider, a Purchased Power Adjustment Rider surcharge will be applied
ta each kilowatt-howt, kilowatt ar lamp as billed under the Company’s filed tariffs

The Purchased Power Adjustment Rider surcharge applicable to each tariff is set below:

Tariff Ene ; KV;R?%; De%g} 1 ;l(‘li{vate IE.a)n; LaRI:t:
RS _ 01276

SGs 01020

MGS D1212

EHG : 01185

Cs ' 01272

PS 01070 I

LGS 00512 253

P - 00411 241

oL ' - 38818

Issued: December xx, 2008

By: Dana Waldo, President

Effective: January 1, 2009
Pursuant to an QOrder in
Docket Number xx-XXXXx




KINGSPORT POWER COMPANY
NOTICE TO PUBLIC
Pursuant to a directive of the Tennessee Regulatory Authority (“TRA”), Kingsport Power
Company, d/b/a AEP Appalachian Power (“Kingsport”), hereby gives notice that on
November 14, 2008, it filed a notice with the TRA relative to changes in Kingsport’s
Purchased Power Adjustment Rider (“PPAR”). The PPAR authorizes Kingsport, upon
no less than 30-days notice, to apply a surcharge to all customer bills rendered by it to
allow for changes in the non-fuel cost of purchased power from Kingsport’s wholesale
power supplier, under rate schedules implemented by the Federal Energy Regulatory
‘Commission (“FERC™). Changes in fuel costs associated with power from Kingsport’s -
wholesale supplier would continue to be reflected in Kingsport’s fuel adjustment clause.
Kingsport’s current tariffs, and its filing regarding changes to its PPAR, are on file with
the TRA at 460 James Robertson Parkway, Nashville, Tennessee, and in the office of
Kingsport Power Company, 420 Riverport Road, Kingsport, Tennessee, and are available

for public inspection.

On November 13, 2008, Kingsport’s wholesale supplier, Appalachian Power Company
(“APCo™), filed with the FERC, an Amended and Restated Interconnection Agreement -
(“Agreement”) between APCo and Kingsport, which APCo designated as' Appalachian
Power Company First Revised FERC Rate Schedule No. 23 (*Revised Rate Schedule
23”). Revised Rate Schedule 23 provides for three annual step increases in APCo’s
generation rates to Kingsport that were negotiated with the only protestant in APCo’s
earlier FERC filing, which proposed to implement cost-based fdrmula rates for Kingsport
cffectiv;: July 1, 2008, In its November 13, 2008 FERC filing, APCo proposes that
Revised Rate Schedule 23, including the rates contained therein, be accepted for filing by
FERC, effective January 1, 2009. Kingsport expects that Revised Rate Schedule 23 will
be accepted for filing by FERC, and that the first year rates contained therein will begin
to be charged to Kingsport by APCo on January 1, 2009.




If the change in Kingsport’s non-fuel cost of purchased power resulting from the FERC’s
implementation of APCo’s Revised Rate Schedule 23 were passed through to Kingsport’s
customers per the current PPAR, then the surcharges to be applied to customer bills
during calendar year 2009 would result in class average increases ranging from 1% to
34%, as shown in Column 2 of the table below. While the TRA could decide it is
required to pass the wholesale rate change through Kingsport’s current PPAR, in its
November 14, 2008 Notice to the TRA, Kingsport proposed to update the allocation
factors contained in its PPAR, and to modify the calculation of PPAR surcharges
applicable to Tariffs Large General Service (“LGS”) and Industrial Power ("IP”). The
proposed modifications to the calculation of PPAR surcharges for the LGS and IP Tariffs
would mitigate the variation in impacts among customers served under those tariffs. If
Kingsport’s PPAR proposals are adopted by the TRA, then the surcharges to be applied
to customer bills during calendar year 2009 would result in class average increases

ranging from 4% to 25%, as sho_wn in Column 3 .of the table below.

Column 1 Column 2 Column 3
Electric Bill Electric Bill
Percentage Increase Percentage Increase

from New Surcharges from New Surcharges

CUSTOMER (CLASS - Under Current PPAR Under Modified PPAR

Residential Services e - 26% .. : 25%

Small General Service _ - 11% 14%

(8GS)

Medium General Service 16% 20%

(MGS)

Electric Heating General - 24% 20%

Church Service (CS) 14% 20%

Public Schools (PS) 34% 23%

Qutdoor Lighting (OL) 1% 4%

Large General Service 0 o

(LGS) 23% 20%

Industrial Power (IP) 21% 22%

The TRA could also adopt Kingsport’s proposed allocation factors, but decline to adopt
the Company’s proposed modifications to the calculation of the surcharges applicable to

the LGS and TP customer classes. In that event, the percentage increases shown for these




customer classes in Column 3, above, would remain the same, but LGS and IP customers
with higher usage relative to their demands would receive more of an increase than

customers with lower usage relative to their demands.

The TRA will consider Kingsport’s filing regarding its PPAR at the TRA’s December 15,
2008 conference, to be held at the TRA’s offices at 460 James Robertson Parkway,

Nashville, Tennessee.






