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I. INTRODUCTIONS & QUALIFICATIONS 1 

Q. Please state for the record your name and business address. 2 

A.  My name is Tyler Comings. My business address is 6 Liberty Square, PMB 98162, 3 

Boston, MA, 02109. 4 

Q. By whom are you employed and in what position? 5 

A. I have been a Senior Researcher for six years at Applied Economics Clinic, a 501(c)(3) 6 

non-profit consulting group. Founded in February 2017, the Clinic provides expert 7 

testimony, analysis, modeling, policy briefs, and reports for public interest groups on the 8 

topics of energy, environment, consumer protection, and equity, while providing on-the-9 

job training to a new generation of technical experts. 10 

Q.  On whose behalf are you testifying in this proceeding? 11 

A. I am testifying on behalf of Mountain Association, Appalachian Citizens’ Law Center, 12 

Kentuckians for the Commonwealth, and Kentucky Solar Energy Society (collectively, 13 

“Joint Intervenors”). 14 

Q.  Please describe your professional and educational background. 15 

A. I have 17 years of experience in economic research and consulting. At Applied 16 

Economics Clinic, I focus on energy system planning, costs of regulatory compliance, 17 

wholesale electricity markets, utility finance, and economic impact analyses. I am also a 18 

Certified Rate of Return Analyst (“CRRA”) and member of the Society of Utility and 19 

Regulatory Financial Analysts (“SURFA”). 20 

I have provided economic analysis for many public-interest clients including: American 21 

Association of Retired Persons (“AARP:), Appalachian Regional Commission, Citizens 22 
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Action Coalition of Indiana, City of Atlanta, Consumers Union, District of Columbia 1 

Office of the People’s Counsel, District of Columbia Government, Earthjustice, Energy 2 

Future Coalition, Hawaii Division of Consumer Advocacy, Illinois Attorney General, 3 

Maryland Office of the People’s Counsel, Massachusetts Energy Efficiency Advisory 4 

Council, Massachusetts Division of Insurance, Michigan Agency for Energy, Montana 5 

Consumer Counsel, Mountain Association for Community Economic Development, 6 

Nevada State Office of Energy, New Jersey Division of Rate Counsel, New York State 7 

Energy Research and Development, Nova Scotia Utility and Review Board Counsel, 8 

Rhode Island Office of Energy Resources, Sierra Club, Southern Environmental Law 9 

Center, U.S. Department of Justice, Vermont Department of Public Service, West 10 

Virginia Consumer Advocate Division, and Wisconsin Department of Administration.  11 

I was previously employed at Synapse Energy Economics, where I provided expert 12 

testimony and reports on coal plant economics and utility system planning. Prior to that, I 13 

performed research on consumer finance and behavioral economics at Ideas42 and 14 

conducted economic impact and benefit-cost analysis of energy and transportation 15 

investments at EDR Group (now EBP). 16 

I hold a B.A. in Mathematics and Economics from Boston University and an M.A. in 17 

Economics from Tufts University. My CV is attached as Exhibit TC-1. 18 

Q. Have you previously filed expert witness testimony in other proceedings before this 19 

Commission or before other regulatory commissions? 20 

A. Yes. I testified before this Commission on behalf of Sonia McElroy and Sierra Club in 21 

Case No. 2013-00259 on East Kentucky Power Cooperative’s application for approval of 22 

environmental compliance investments at Cooper Station. I have also provided testimony 23 
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before other public utility commissions in Arizona, Colorado, the District of Columbia, 1 

Hawaii, Indiana, Maryland, Michigan, Missouri, New Jersey, New Mexico, Ohio, 2 

Oklahoma, West Virginia, and Nova Scotia (Canada). 3 

Q. What is the purpose of your testimony in this proceeding? 4 

A. The primary purpose of my testimony is to address the financial state of Kentucky Power 5 

Company (“Kentucky Power” or the “Company”) and the reasonableness of its requested 6 

allowable return on equity (“ROE”) increase from 9.3% to 9.9%. I also discuss the 7 

Company’s proposed securitization in this case. 8 

II. SUMMARY OF FINDINGS AND RECOMMENDATION 9 

Q. Please summarize the Company’s requests in this proceeding. 10 

A. The Company is requesting an annual revenue increase of approximately $94 million, in 11 

part driven by the requested increase in the allowable ROE to 9.9%. The Company’s 12 

request equates to a total overall increase of 13.54%, representing an 18.3% increase on 13 

the average residential customer’s bill.1 The Company is also requesting securitization 14 

for several categories of costs, including those associated with Rockport and Big Sandy 15 

generating units. 16 

Q. Please summarize your findings in this case. 17 

A. My findings in the case include the following: 18 

1. The Company has exaggerated its level of financial distress. In attempting to 19 

 
1 Direct Testimony of Cynthia G. Wiseman, Electronic Application of Kentucky Power Company For (1) 
A General Adjustment of Its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval 
of Accounting Practices to Establish Regulatory Assets and Liabilities; (4) A Securitization Financing 
Order; and (5) All Other Required Approvals and Relief, Case No. 2023-00159, at 18:3–7 (June 29, 
2023) (“Wiseman Direct”). 
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justify the rate increase, the Company paints a dire picture of its credit rating and 1 

finances. But Kentucky Power’s viability is inextricably linked with its parent 2 

company, American Electric Power Company (“AEP”), which is financially stable. In 3 

addition to this linkage, there are shifts in both companies’ finances happening in the 4 

near term that should also alleviate such concerns. First, the Company has exited the 5 

Rockport lease agreement, which ratings agencies had noted was a drag on its credit 6 

rating. The securitization of these and other costs will also provide an infusion of 7 

capital. Second, AEP—which is the sole shareholder in Kentucky Power as well as its 8 

only source of short-term loans—recently completed a sale of $1.2 billion in 9 

renewable assets, revenue which it claims will be used to invest in its regulated 10 

subsidiaries. AEP has a vested interest in supporting Kentucky Power as one of its 11 

regulatory arms. Third, by exiting from its contract at the Rockport plant and soon 12 

terminating its interest in the Mitchell plant, the Company is avoiding the expensive 13 

environmental compliance costs in coal generation that were also a previous concern 14 

of the ratings agencies.  15 

2. The Company’s return on equity should, at most, remain the same. The 16 

Company’s requested 9.9% allowable ROE is too high for several reasons. First, the 17 

Company has little risk of failing to attract equity investments because AEP is the 18 

only equity investor in Kentucky Power. AEP itself raises equity, and those investors 19 

in AEP would look at the parent company as a whole and note its strong financial 20 

position. Second, the Company has overestimated the cost of equity by relying on 21 

measures like future earnings projections and allowable returns on equity decided on 22 

by regulatory commissions across the U.S.—both of which measures unfairly skew 23 
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the proposed ROE higher. I find that after incorporating more reasonable data 1 

metrics—including historical growth—the cost of equity for Kentucky Power is likely 2 

between 9.0 and 9.2%. Thus, the existing 9.3% currently allowed by this Commission 3 

is more than sufficient. 4 

3. The Company’s proposed securitization will save ratepayers, potentially even 5 

more in the near term than what the Company estimates. Witness Messner 6 

estimates that on a net present value (“NPV”) basis, the securitization of costs 7 

associated with the Rockport and Big Sandy coal units, storm-related costs, and 8 

purchase power costs will save ratepayers $74 million compared to the conventional 9 

recovery method.2 The Company’s calculations, which assumed flat annual payments 10 

under either approach, projected an annual savings of $34.7 million over each of the 11 

next five years.3  But this annual savings figure is likely understated because, absent 12 

securitization, these costs could be treated like other rate-based assets with higher rate 13 

recovery in the early years. In that event, the savings in the near term would be higher 14 

than the Company’s estimate. 15 

 
2 Direct Testimony of Franz D. Messner, Electronic Application of Kentucky Power Company For (1) A 
General Adjustment of Its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of 
Accounting Practices to Establish Regulatory Assets and Liabilities; (4) A Securitization Financing 
Order; and (5) All Other Required Approvals and Relief, Case No. 2023-00159, at 7:17–21 (June 29, 
2023) (“Messner Direct”). 
3 Response of Kentucky Power Company to Commission Staff’s Supplemental Request for Information, 
Case No. 2023-00159, Question 1 (Aug. 28, 2023) (“KPCo Response to Staff Q2.1”), 
KPCO_R_KPSC_2_1_Attachment10_MessnerWP1, at “Results” tab; see also Response of Kentucky 
Power Company to the Joint Intervenors’ Initial Request for Information, Case No. 2023-00159, Question 
9 (Aug. 14, 2023) (citing KPCo Response to Staff Q2.1, Attach. 10). 
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Q. What do you recommend to the Commission? 1 

A. I recommend that the Commission leave the allowable return on equity unchanged at 9.3 2 

percent.  3 

III. THE COMPANY’S ROE SHOULD NOT BE INCREASED. 4 

Q. Please summarize the Company’s rationale for increasing the allowable return on 5 

equity in this case.  6 

A. The Company is proposing to increase the allowable ROE from 9.3 to 9.9% in this case, 7 

which contributes to the requested rate increase of $94 million annually.4 As part of its 8 

rationale, the Company cites “poor financial performance,” most notably the under-9 

recovery of its allowable ROE in recent years.5 The Company claims that it needs the 10 

higher allowable ROE to “attract low-cost capital to invest for customers’ benefit.”6 11 

Company Witness McKenzie conducts several models to estimate the cost of equity 12 

capital, ultimately concluding with an allowable ROE recommendation of 10.6 percent. 13 

This analysis informed the Company’s ultimate recommendation of 9.9 percent which, 14 

while lower than Witness McKenzie’s recommendation, is 60 basis points higher than the 15 

current allowable ROE of 9.3 percent.7 16 

Q. Do you agree with the proposed increase of the allowable ROE?  17 

A. No. As I describe further below, the Company’s claims of financial distress are 18 

exaggerated and should not be used as a rationale to increase the allowable ROE. The 19 

 
4 Response of Kentucky Power Company to Commission Staff’s First Request for Information, Case No. 
2023-00159, Question 16 (May 31, 2023) (“KPCo Response to Staff Q1.16”), 
KPCO_R_KPSC_1_16_Attachment_1, Workpaper S-2, p.1, & Schedule 2. 
5 Wiseman Direct at 15:2; see id. 12:9–14:2. 
6 Id. at 14:21–23. 
7 Id. at 21:1–4. 
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allowable ROE is a maximum or a ceiling of what the Company can earn. Currently, the 1 

Company’s allowable ROE is 9.3% and the returns on equity have been under that 2 

threshold. Even if the Company had a higher allowable ROE in the past, it still could 3 

have under-earned. The Company’s request in this case assumes that, even if it earned the 4 

maximum current ROE of 9.3%, then those earnings would be insufficient. But I find 5 

many flaws with the methodology used to develop the cost of equity estimate. Once these 6 

flaws are corrected, I find that the cost of equity is likely between 9.0 and 9.2%—thus the 7 

current 9.3% rate is more than sufficient for an equity return. Below, I address the 8 

Company’s financial state and, following that, discuss the flaws in the Company’s ROE 9 

analysis. 10 

A. The Company’s Claim of Financial Distress is Exaggerated. 11 

Q. Are the circumstances that led to the recent under-recovery of earnings going to 12 

continue? 13 

A. It is not likely. In fact, most of the issues that have led the Company to underearn are 14 

likely to be mitigated in the near term, without its requested allowable ROE increase. 15 

According to the Company, the lower earnings were driven by increased rate base since 16 

the Company’s last base rate case, increased capital expenditures, purchased power costs 17 

that were not eligible for Tariff F.A.C recovery, mild winter temperatures (leading to 18 

lower energy revenue), and a credit rating downgrade.8  19 

While I cannot predict the weather, other circumstances that previously led to lower 20 

earnings are going to improve coming out of this case or in the near term. First, the 21 

Company is including a rate base reduction in this current filing, in large part driven by 22 

 
8 Wiseman Direct at 13:8–14:15. 
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removal of Big Sandy unit 2 and Rockport costs from rate base if these costs are 1 

securitized.9 Second, the Company is reducing the need for future capital, operating, and 2 

fuel costs by exiting the Rockport agreement which had previously obligated Kentucky 3 

Power to pay 30% of AEP Generating Company’s costs of Rockport Units 1 and 2.10 4 

Third, purchased power costs related to December 2022 Winter Storm Elliott that were 5 

not recovered through Tariff F.A.C. are being requested in this case, and so may no 6 

longer have a negative impact on the Company’s cash flow and earned ROE.11  7 

Q. The Company also mentions its credit rating as contributing to underearning and 8 

warns of further downgrade. Do you agree? 9 

A. No. I do not dispute that the credit rating was recently downgraded by one agency: 10 

Standard & Poor’s (“S&P”).12 However, the two other agencies’ credit ratings have been 11 

steady in recent years despite the simultaneous cash flow struggles of the Company. 12 

Moody’s rating of Baa3 has been the same since 2019,13 and Fitch’s rating of BBB has 13 

 
9 KPCo Response to Staff Q1.16, KPCO_R_KPSC_1_16_Attachment_1, Schedule 4, Rows 203–263;  
Direct Testimony of Heather M. Whitney, Electronic Application of Kentucky Power Company For (1) A 
General Adjustment of Its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of 
Accounting Practices to Establish Regulatory Assets and Liabilities; (4) A Securitization Financing 
Order; and (5) All Other Required Approvals and Relief, Case No. 2023-00159, at 34–37 (June 29, 2023) 
(“Whitney Direct”). 
10 Direct Testimony of Lerah M. Kahn, Electronic Application of Kentucky Power Company For (1) A 
General Adjustment of Its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of 
Accounting Practices to Establish Regulatory Assets and Liabilities; (4) A Securitization Financing 
Order; and (5) All Other Required Approvals and Relief, Case No. 2023-00159, at 5:10–17 (June 29, 
2023) (“Kahn Direct”). AEP Generating Company is an unregulated subsidiary of AEP, Kentucky 
Power’s parent company. 
11 Direct Testimony of Brian K. West, Electronic Application of Kentucky Power Company For (1) A 
General Adjustment of Its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of 
Accounting Practices to Establish Regulatory Assets and Liabilities; (4) A Securitization Financing 
Order; and (5) All Other Required Approvals and Relief, Case No. 2023-00159, at 6:15–8:5 (June 29, 
2023) (“West Direct”). 
12 Wiseman Direct at 14:11–13. 
13 See Moody’s, Kentucky Power Company, https://www.moodys.com/credit-ratings/Kentucky-Power-
Company-credit-rating-
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been the same since 2017.14 The Company warns that “a less than constructive decision 1 

by the Commission in this case could lead to further negative credit rating actions” and 2 

foretells of potential “junk bond status” if the Commission does not grant the Company 3 

its request.15 It is important to note that regulatory commissions should not be beholden 4 

to ratings agencies which, of course, will always favor more allowed earnings than less. 5 

Putting that aside, I urge caution rather than panic. There are several reasons that the 6 

Company’s credit ratings will improve in the near-term: 7 

First, the exit from the Rockport agreement is credit-positive in terms of cash flow. 8 

Ratings agencies have noted that this agreement was expensive and a drag on its rating. 9 

Moody’s stated that the expiration of the “high cost lease agreement” at Rockport was a 10 

positive and that a reduction in operating and capital costs could improve its position16; 11 

and Fitch said that the Company’s cash flow would improve after the Rockport 12 

agreement ended.17  13 

Second, the Company’s exit from Rockport and upcoming termination of its interest in 14 

the Mitchell coal plant means less environmental cost risk. Ratings agencies stated the 15 

 
435750/reports?category=Ratings_and_Assessments_Reports_rc&type=Rating_Action_rc (last visited 
Sept. 27, 2023) (filtered by “Rating Action”) (attached as Exhibit TC-2). The most recent rating action 
document titled “Moody’s downgrades Kentucky Power to Baaa3, outlook stable” was published on April 
12, 2019. 
14 See FitchRatings, Kentucky Power Company, https://www.fitchratings.com/entity/kentucky-power-
company-80088982 (last visited Sept. 27, 2023) (attached as Exhibit TC-3) (under “Rating History” scroll 
to the right and can see that the rating was upgraded to BBB on July 13, 2017 and has not changed since). 
15 Direct Testimony of Steven M. Fetter, Electronic Application of Kentucky Power Company For (1) A 
General Adjustment of Its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of 
Accounting Practices to Establish Regulatory Assets and Liabilities; (4) A Securitization Financing 
Order; and (5) All Other Required Approvals and Relief, Case No. 2023-00159, at 5:1–11 (June 29, 
2023). 
16 Response of Kentucky Power Company to the Attorney General and Kentucky Industrial Utilities 
Customers, Inc.'s Initial Request for Information, Case No. 2023-00159, Question 61 (Aug. 28, 2023) 
(“KPCo Response to AG/KIUC Q1.61”), Attach. 2 at 2. 
17 KPCo Response to AG/KIUC Q1.61, Attach. 3 at 5. 

https://www.fitchratings.com/entity/kentucky-power-company-80088982
https://www.fitchratings.com/entity/kentucky-power-company-80088982
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Company’s reliance on coal generation has been a drag on its credit rating, due to the 1 

environmental compliance risk of the Company’s use of coal generation. S&P identified 2 

the Company’s ties to “coal-fired generation” and the associated environmental 3 

compliance costs as a “key risk.”18 Moody also noted the “highly negative exposure to 4 

environmental risk” from coal generation.19 Indeed, the most negative factor in Moody’s 5 

Baa3 rating of the Company was its “generation and fuel diversity” factor.20  6 

Finally, the Company’s credit rating is closely tied to that of its parent company, AEP, 7 

which is the sole equity owner of Kentucky Power. AEP’s credit rating is equal to or 8 

better than Kentucky Power’s, for each of the three ratings agencies.21 For Kentucky 9 

Power, Fitch stated that the rating agency: 10 

. . . expects AEP will adjust dividends from subsidiaries as needed and/or 11 
inject equity into subsidiaries to maintain regulatory capital structures and 12 
support credit metrics.22 13 

The agency also applied a one notch uplift to Kentucky Power at the time “as a 14 

reflection of the implied support from the stronger parent company.”23 Most 15 

recently, Fitch affirmed both AEP and Kentucky Power’s ratings of BBB, citing 16 

“AEP's low-risk profile as a regulated utility system, its transition of the regulated 17 

generation fleet away from coal generation, and ongoing efforts to improve 18 

 
18 KPCo Response to Staff Q2.1, Attach. 53 at 338. 
19 KPCo Response to AG/KIUC Q1.61, Attach. 2 at 4. 
20 Id. at 6. 
21 See AEP, Current Ratings for AEP, Inc. and Subsidiaries (Nov. 1, 2022), 
https://www.aep.com/Assets/docs/investors/fixedincome/AEPandSubsidiaryCreditRatings_11-01-22.pdf. 
22 KPCo Response to AG/KIUC Q1.61, Attach. 3 at 4. 
23 Id. 

https://www.aep.com/Assets/docs/investors/fixedincome/AEPandSubsidiaryCreditRatings_11-01-22.pdf
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regulated returns.”24 For all of these reasons, the Company’s future credit ratings 1 

could improve as it is addressing some of the previously identified issues that 2 

were a drag on its credit rating for its long-term debt. Notably, none of the reasons 3 

listed above are contingent upon the Commission’s decision in this case. 4 

Q. Are there decisions that could be made in this case, apart from the ROE, that would 5 

lead to further capital being available for Kentucky Power? 6 

A. Yes. If the requested securitization is approved in this case, the proceeds from that would 7 

provide a large upfront capital infusion.25 This could be used to re-invest or pay off short- 8 

and long-term debts or some combination. The Company has listed these possibilities but 9 

not indicated specific plans for how it will use these funds.26 I discuss the Company’s 10 

securitization proposal further in Section IV below.  11 

Q. What is the Company’s source of short-term loans? 12 

A. While there is some linkage between the long-term debt ratings of the Company and 13 

AEP, for short-term debt, the linkage is absolute. If the Company wants to borrow on this 14 

basis, its only current source is AEP’s “Utility Money Pool,” where all of AEP’s 15 

regulated subsidiaries can access short-term funds.27 The availability of this pool is seen 16 

as positive from ratings agencies because it can provide easy liquidity when needed.28    17 

 
24 FitchRatings, Fitch Affirms AEP and Subsidiaries; Outlook Stable (Feb. 28, 2023), 
https://www.fitchratings.com/research/corporate-finance/fitch-affirms-aep-subsidiaries-outlook-stable-28-
02-
2023#:~:text=The%20Outlooks%20for%20all%20of,efforts%20to%20improve%20regulated%20returns. 
25 See Wiseman Direct at 18:18–20 (“[S]ecuritizing the assets will provide the Company with immediate 
one-time cash flow to address some of the financial pressures it is experiencing.”). 
26 Response of Kentucky Power Company to Joint Intervenors’ Initial Request for Information, Case No. 
2023-00159, Question 8(c)–(d) (Aug. 28, 2023) (“KPCo Response to JI Q1.8(c)–(d)”). 
27 Response of Kentucky Power Company to Commission Staff’s Supplemental Request for Information, 
Case No. 2023-00159, Question 64(b) (Aug. 28, 2023) (“KPCo Response to Staff Q2.64(b)”). 
28 KPCo Response to AG/KIUC Q1.61, Attach. 3 at 3. 

https://www.fitchratings.com/research/corporate-finance/fitch-affirms-aep-subsidiaries-outlook-stable-28-02-2023#:%7E:text=The%20Outlooks%20for%20all%20of,efforts%20to%20improve%20regulated%20returns
https://www.fitchratings.com/research/corporate-finance/fitch-affirms-aep-subsidiaries-outlook-stable-28-02-2023#:%7E:text=The%20Outlooks%20for%20all%20of,efforts%20to%20improve%20regulated%20returns
https://www.fitchratings.com/research/corporate-finance/fitch-affirms-aep-subsidiaries-outlook-stable-28-02-2023#:%7E:text=The%20Outlooks%20for%20all%20of,efforts%20to%20improve%20regulated%20returns
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Q. What is the Company’s source of equity capital? 1 

A. Apart from short- and long-term debt, the other source of capital is equity. AEP is the 2 

only equity shareholder in Kentucky Power, and therefore it is the Company’s only 3 

source of equity investment.  4 

Q. Has AEP recently indicated that it would increase investment in its regulated 5 

companies? 6 

A. Yes. The parent company recently announced that it is pivoting away from unregulated 7 

operations towards its regulated subsidiaries, including Kentucky Power. AEP just 8 

received a large cash infusion after it sold a group of renewable assets for $1.5 billion—9 

or a net gain of $1.2 billion in cash after taxes and fees.29 AEP’s CEO, Julie Sloat, stated 10 

that this move was part of the company’s objective to “focus on our regulated 11 

operations.”30 Prior to the sale going through, in presenting to its investors, AEP listed 12 

only one use for the proceeds from the sale: that it would be “directed to support 13 

regulated businesses.”31 Thus, there are now substantially more funds available for AEP 14 

to further invest in its regulated operations, including Kentucky Power. Moreover, rating 15 

agencies typically view regulated operations as less risky ventures than unregulated 16 

operations because the latter’s success depends more on the ups and downs of wholesale 17 

market prices. To wit: prior to AEP’s recent sale of unregulated assets, Moody’s stated 18 

that the transaction would be “credit positive” because of AEP’s increased focus on 19 

 
29 AEP Press Release, AEP Completes Sale of Unregulated Renewables Assets (Aug. 16, 2023), 
https://www.aep.com/news/releases/read/9070/AEP-Completes-Sale-of-Unregulated-Renewables-Assets 
(attached as Exhibit TC-4). 
30 Id. 
31 AEP, Second Quarter 2023 Earnings Release Presentation, at Slide 7 (July 27, 2023), 
https://www.aep.com/newsroom/resources/earnings/2023-07/2Q23EarningsReleasePresentation.pdf. 

https://www.aep.com/news/releases/read/9070/AEP-Completes-Sale-of-Unregulated-Renewables-Assets
https://www.aep.com/newsroom/resources/earnings/2023-07/2Q23EarningsReleasePresentation.pdf
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regulated operations.32  1 

Q. Should the recent poor financial performance compel the Commission to increase 2 

the ROE?  3 

A. No. The Company paints a dire but ultimately unconvincing picture of what would 4 

happen without an allowable ROE increase. Company witness Wiseman claims that: 5 

These are the investors that provide the capital to support Kentucky Power’s 6 
operations and look to the Commission to provide the opportunity to earn, 7 
and the Company to achieve, a fair return.33 8 

This makes it appear that Kentucky Power has to directly raise equity investment from 9 

the market, but that is not the case. The group of “investors” that Company witness 10 

Wiseman is describing is in reality just AEP, which is the sole owner and equity investor 11 

in Kentucky Power. While AEP must attract equity investors on the market, such 12 

investors would look at AEP as a whole when determining whether to invest. Indeed, 13 

Kentucky Power will need debt and equity funds available in order to operate in a safe, 14 

reliable manner: this I do not dispute. But as I have discussed above, I would not raise an 15 

alarm given the following:  16 

1. Most of the circumstances that witness Wiseman cites as contributing 17 

to low earnings34 have changed or are in flux—most notably the 18 

Company’s recent exit from the costly Rockport agreement. 19 

2. Despite the recent dip in earnings, most of the credit ratings for 20 

Kentucky Power have remained steady in recent years; and given the 21 

 
32 KPCo Response to KPSC Q2.1, Attach. 53 at 303. 
33 Wiseman Direct at 15:10–13. 
34 Id. at 13–14. 
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likely improvements in near-term cash flow, these ratings could 1 

improve. 2 

3. The Company’s long-term credit rating is tied to AEP which is seen as 3 

a strong company.  4 

4. The Company will continue to have easy access to short-term credit 5 

through the AEP Utility Money Pool.  6 

5. AEP, the sole investor in Kentucky Power, has recently acquired a 7 

substantial amount of cash that is earmarked for supporting its 8 

regulated subsidiaries, such as Kentucky Power.  9 

Below, I discuss the Company’s ROE analysis more directly, and discuss why it 10 

should not be increased at this time. 11 

B. The Company’s ROE request is overstated. 12 

Q. What allowable return on equity is Kentucky Power requesting the Commission to 13 

authorize in this proceeding? 14 

A. Kentucky Power is requesting the Commission to authorize an allowable ROE of 9.9%,35 15 

which would be an increase from the allowable ROE of 9.3% approved in the last rate 16 

case proceeding.36 17 

Q. Please explain the importance of the allowable ROE.  18 

A. The allowable ROE is an attempt to capture the cost of equity capital. The cost of equity 19 

is an estimate of the return that a firm needs to offer its shareholders to attract sufficient 20 

equity capital. The allowable ROE is set so that the Company does not over-earn, but 21 

 
35 Id. at 21:4. 
36 Id. at 12:7. 
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importantly, it is not necessarily equal to the cost of equity capital because the latter is 1 

unknown. The unknowability of the cost of equity necessitates using multiple models, 2 

substantial historical and projected data, and judgment in developing an estimate with 3 

which to set an allowable ROE. (Both measures are different than the actual ROE that a 4 

Company earns, which is reported to investors after-the-fact and easily measurable.) 5 

Q. Is there cause for concern that the Company would not attract enough equity if the 6 

current allowable ROE remained in place? 7 

A. No. The parent company, AEP—which also provides Kentucky Power’s only source of 8 

short-term loans via the AEP Utility Money Pool37—is the only equity investor in the 9 

Company. Thus, the two companies are inextricably linked. Kentucky Power does not 10 

have to raise money on equity markets directly, but AEP does. Thus, the best 11 

representation of an equity investor in Kentucky Power would be an investor in AEP, 12 

who would review the parent company’s operations in totality, not just those of Kentucky 13 

Power. As I described previously, Kentucky Power’s long-term debt ratings are also tied 14 

to AEP’s, and the parent company has also recently had a large cash infusion of $1.2 15 

billion that it stated would be put towards its regulated operations. Moreover, the 16 

Company’s requested ROE of 9.9% would be the highest ROE of any AEP regulated 17 

subsidiary.38 18 

Q. What justification does the Company provide for its requested ROE of 9.9%? 19 

A. Company Witness McKenzie estimated an allowable ROE of 10.6% after conducting 20 

 
37 Response of Kentucky Power Company to Commission Staff’s Supplemental Request for Information, 
Case No. 2023-00159, Question 64(b) (Aug. 28, 2023). 
38 Response of Kentucky Power Company to Commission Staff’s Supplemental Request for Information, 
Case No. 2023-00159, Question 50 (Aug. 28, 2023). 
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several model estimates.39 He has employed the discounted cash flow (“DCF”) model, 1 

the Capital Asset Pricing Model (“CAPM”), the empirical CAPM (“ECAPM”) model, a 2 

utility risk premium analysis, and an expected earnings assessment.40 The 10.6% 3 

estimate, which is substantially higher than the approved ROEs for any of AEP’s 11 other 4 

operating companies, is based on the midpoint of the range of model results (between 5 

10.1 and 11.1%). But Company Witness Wiseman explained that the Company is 6 

electing to request a lower ROE of 9.9% “to reduce and offset the rate increase in this 7 

case.”41  8 

Q. Do you agree that 9.9% is a reasonable rate for the allowable ROE? 9 

A. No. Even though the Company reduced the rate estimated by Witness McKenzie, I find 10 

that the requested level still overstates the cost of equity. I have identified several issues 11 

that have a material impact on the results of Witness McKenzie’s calculations; and I 12 

conclude that the current allowable ROE of 9.3% is reasonable after making adjustments 13 

to his DCF, CAPM, and ECAPM models.  14 

Q. Please describe the discounted cash flow (DCF) model. 15 

A. The DCF model is a widely used methodology in estimating the cost of equity. The DCF 16 

relies on the concept that the price an investor is willing to pay for a share of equity today 17 

is equal to the discounted future dividends that the shareholder expects to receive over the 18 

long term. The discount rate at which those future earnings equal the initial stock price is 19 

 
39 Direct Testimony of Adrien M. McKenzie, Electronic Application of Kentucky Power Company For (1) 
A General Adjustment of Its Rates for Electric Service; (2) Approval of Tariffs and Riders; (3)Approval of 
Accounting Practices to Establish Regulatory Assets and Liabilities; (4) A Securitization Financing 
Order; and (5) All Other Required Approvals and Relief, Case No. 2023-00159, at 8:23–24 (June 29, 
2023) (“McKenzie Direct”). 
40 Id. at 3:15–20. 
41 Wiseman Direct at 21:4. 
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the cost of equity capital. This concept is shown in the formula below: 1 

 2 

P = 𝐷𝐷0 +
𝐷𝐷0(1 + 𝑔𝑔)

(1 + 𝑘𝑘)
+
𝐷𝐷0(1 + 𝑔𝑔)2

(1 + 𝑘𝑘)2 +
𝐷𝐷0(1 + 𝑔𝑔)3

(1 + 𝑘𝑘)3 + ⋯
𝐷𝐷0(1 + 𝑔𝑔)𝑛𝑛

(1 + 𝑘𝑘)𝑛𝑛  4 

   3 
Where n = ∞, P = stock price in year 0; D0 = dividend paid in year 0;  5 
g = annual dividend growth rate; and k = discount rate or cost of equity 6 

As the number of years of the equity investment approach infinity, this formula reduces 7 

down to the following:42 8 

k =
𝐷𝐷1
𝑃𝑃

+ 𝑔𝑔 9 

Thus, per the DCF method, the cost of equity (“k”) is equal to dividend yield (equal to 10 

the next year’s dividend divided by the current stock price) plus a growth rate (“g”). This 11 

derivation requires the assumption that the dividend payout rate (equal to the percentage 12 

of earnings that are paid in dividends—as opposed to retained), growth rate (“g”) and 13 

cost of capital (“k”) are all constant. The estimate of the growth rate term (“g”) is where 14 

DCF estimates often diverge because it its left to the analyst’s judgment as to what data 15 

to employ and over what timeframe. The goal of the analysis is to mimic the use of data 16 

that a typical investor would evaluate. This requires many data metrics, the selection of a 17 

proxy group of similar companies, and in my opinion, the usage of both historical and 18 

projected information.   19 

Q. Does Witness McKenzie’s DCF model rely too heavily on projected earnings? 20 

A. Yes. His DCF estimate consists of four model results, three of which are driven by 21 

earnings forecasts from Value Line, IBES, and Zacks, respectively. The fourth result is 22 

 
42 This is referred to as the “Gordon Growth Model.” See M.J. Gordon, Dividends, Earnings, and Stock 
Prices, 41(2) Review of Econ. & Stat. 99, 99–105 (1959). 
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an “internal growth” estimate which assumes that expected growth will be the share of 1 

the ROE that is retained; this estimate uses the projected book value, dividends, and 2 

earnings—with which I do not take issue in this case. The results from the Company’s 3 

DCF estimates are the following: 4 

Table 1: Company’s DCF results43 5 

Value Line (projected earnings) 9.2% 
IBES (projected earnings) 10.2% 
Zacks (projected earnings) 9.5% 
Internal growth  9.2% 

 6 

The average of these four results is 9.5%, but I do not agree with weighing each of the 7 

three estimates that rely on projected earnings the same as the one internal growth 8 

estimate. If you simply took the average of the first three results as one “external growth” 9 

result it would be 9.6%. The average of this result with the internal growth result would 10 

yield 9.4%—only 0.1% above the current allowable ROE of Kentucky Power.  11 

Q. Do you agree that only projected data be used in determining the DCF growth rate? 12 

A. No. Forecasts are helpful information but are almost always wrong—and they are 13 

expected to be wrong. On the contrary, historical performance is known data and 14 

germane for evaluating future performance. This is why services that forecast earnings 15 

often provide historical earnings growth side-by-side—which is the case for all three 16 

earnings forecast sources used by Mr. McKenzie.44 Importantly, the forecasts themselves 17 

are also limited to the near term, usually between three and five years into the future. But 18 

these short-term forecasts should not be confused with the long-term growth expectation, 19 

 
43 McKenzie Direct, Ex. AMM-2. 
44 See KPCo Response to Staff Q2.1, Attach. 52 at 117–152.  
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the latter being what the DCF’s “g” term represents. For all these reasons, a prospective 1 

investor is likely to review both historical and projected data, and I recommend the use of 2 

both in estimating the cost of equity. 3 

Q. Do you agree with the use of earnings forecasts? 4 

A. Yes, but only as one metric among a suite of others—not as the primary driver of the 5 

DCF estimate. The projected earnings are one piece of the puzzle. The DCF formula is a 6 

discounted value of future dividend payments—which are a component of earnings—but 7 

there are also direct forecasts of dividends conducted by the same Value Line source used 8 

by Mr. McKenzie. The book value growth is another important measure because it 9 

represents the value of shareholder equity on the company’s balance sheet. All three 10 

measures—earnings, dividends, and book value—should be used in determining a growth 11 

rate; and the analyst should view both historical and forecasts of these measures.  12 

Q. Does the Value Line investor service used by Witness McKenzie provide historical 13 

and forecasted data for all three measures? 14 

A. Yes. Value Line makes both backward- and forward-looking data on earnings, dividends, 15 

and book value readily available for each company that it covers. Each company-specific 16 

page includes a box that contains key measures including revenues, cash flow, earnings, 17 

dividends, and book value, and provides annual growth rates for these measures over the 18 

past 10 years, past 5 years, and a near-term forecast.45  19 

Q. Please describe your discounted cash flow (DCF) methodology. 20 

A. I kept some of Witness McKenzie’s framework, including his proxy group of 18 utility 21 

 
45 See id. at 322–423. 
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holding companies. However, for estimating the external growth DCF growth rate I took 1 

the average of historical and projected growth rates for dividends, earnings, and book 2 

value for his proxy group—as opposed to just the projected earnings. I also weighed both 3 

the historical and projected rates equally, and the dividends, earnings, and book value 4 

metrics equally. I took historical and projected growth from the same Value Line data 5 

used by Witness McKenzie using the last five years of growth and five years of 6 

projection. In addition, I used all of the same sources for projected earnings as Witness 7 

McKenzie, but I took the average of three earnings growth sources. The resulting DCF 8 

using this method was 9.1%, after removing outlier values using the same method as Mr. 9 

McKenzie.  10 

Q. Please describe the capital asset pricing model (CAPM) model. 11 

A.   Witness McKenzie also uses the CAPM and ECAPM models. These models address two 12 

important concepts: 1) that investments in equity are not “risk-free” investments, 13 

therefore equity investors expect a higher return; and 2) that equity investors expect 14 

varying return for equity investments of varying risk. The additional return for equity 15 

investments, compared to risk-free investments, is what defines the “market risk 16 

premium” (sometimes referred to as the “equity risk premium”). The future premium is 17 

unknown but needs to be estimated for this model. The relative risk of different types of 18 

equity investments is measured in a company’s “beta,” which is measured by the variance 19 

in that company’s stock price relative to the equity market at-large (e.g., the S&P 500). A 20 

beta of less than one indicates that investment in that company is relatively less risky than 21 

the equity market at-large, and that investors in that company should expect a lower 22 

return commensurate with lower risk. Conversely, a beta greater than one indicates a 23 



CASE NO. 2023-00159 
DIRECT TESTIMONY OF TYLER COMINGS 

 

22 
 

riskier venture for which investors should expect a higher return commensurate with that 1 

higher risk. 2 

The formula for the CAPM employs a risk-free rate (Rrf), market risk premium (Rm – Rrf) 3 

and beta (𝛽𝛽) term: 4 

k =  𝑅𝑅𝑟𝑟𝑟𝑟 + 𝛽𝛽 ∗ (𝑅𝑅𝑚𝑚 − 𝑅𝑅𝑟𝑟𝑟𝑟) 5 
 6 

The ECAPM (empirical CAPM) formula is a variation of the CAPM that produces a 7 

higher value if the beta of the industry or company is less than one: 8 

k =  𝑅𝑅𝑟𝑟𝑟𝑟 + .75 ∗ 𝛽𝛽 ∗ �𝑅𝑅𝑚𝑚 − 𝑅𝑅𝑟𝑟𝑟𝑟� + .25 ∗ �𝑅𝑅𝑚𝑚 − 𝑅𝑅𝑟𝑟𝑟𝑟� 9 

 10 
The risk-free rate used in the CAPM and ECAPM is typically a current Treasury bond 11 

yield, as this is seen by investors as having little to no risk. The market risk premium can 12 

be estimated using historical returns on stocks compared to Treasury yields, using 13 

consistent Treasury maturities for both historical and current yields. For instance, if one 14 

uses a 20-year Treasury rate for the current risk-free rate (Rrf), then the market risk 15 

premium should be estimated as the difference between return on stocks and 20-year 16 

Treasuries. 17 

Q. Does Witness McKenzie overestimate the equity risk premium and by extension the 18 

CAPM and ECAPM values? 19 

A. Yes. Witness McKenzie CAPM value is 11.1% and his ECAPM is 11.4%. These high 20 

estimates are driven by his estimated equity risk premium of 7.8% which is substantially 21 

higher than the historical premium (which, as discussed below, typically ranges between 22 

5 and 6%), and other forward-looking data. Mr. McKenzie again relies on projected 23 

earnings by calculating a DCF of a large group of companies using the same forecast 24 
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sources—Value Line, IBES, and Zacks—to estimate the equity risk premium. I have 1 

already discussed why reliance on earnings projections alone is ill-advised. Once again, 2 

the historical data should be considered rather than ignored. A savvy investor is unlikely 3 

to rely on projected data alone.  4 

There are publicly available measures that one can review to evaluate the equity risk 5 

premium—and currently the values of these measures are close to one another. First, the 6 

long-term historical returns of the equity market compared to that of 10-year Treasury 7 

bonds is 5.06% or 6.64% (depending on use of the geometric or arithmetic average, 8 

respectively).46 Second, Kroll (formerly Duff and Phelps), an investor data and forecast 9 

service, periodically issues an equity risk premium recommendation to investors.47 Its 10 

most recent equity risk premium recommendation was 5.5% on 20-year Treasury bonds. 11 

Going back to 2008, this recommendation has always been between 5 and 6% 12 

(inclusive).48  13 

Regardless, when calculating the CAPM or ECAPM value the risk-free rate and the 14 

equity premium must be based on the same bond maturity. Witness McKenzie’s estimate 15 

of 7.8 percent is based on the premium of equity over 30-year bonds. Although recently, 16 

10-, 20-, and 30-year Treasury bond rates have been close to one another, in the long-run 17 

 
46 Aswath Damodaran, Damodaran Online, Data Breakdown, 
https://pages.stern.nyu.edu/~adamodar/New_Home_Page/data.html (last visited Sept. 27, 2023). 
Supporting calculations based on Damodaran’s data are included in my workpapers. 
47 See Carla Nunes et al., Risk Premium and Corresponding Risk-Free Rates to be Used in Computing 
Cost of Capital: January 2008 – Present, Kroll, https://www.kroll.com/en/insights/publications/cost-of-
capital/recommended-us-equity-risk-premium-and-corresponding-risk-free-rates (last visited Sept. 27, 
2023). 
48 Kroll, Kroll Recommended U.S. Equity Risk Premium (ERP) and Corresponding Risk-free Rates (Rf); 
January 2008–Present, https://www.kroll.com/-/media/cost-of-capital/kroll-us-erp-rf-table-2023.pdf (last 
visited Sept. 27, 2023) (attached as Exhibit TC-5). 

https://pages.stern.nyu.edu/%7Eadamodar/New_Home_Page/data.html
https://www.kroll.com/en/insights/publications/cost-of-capital/recommended-us-equity-risk-premium-and-corresponding-risk-free-rates
https://www.kroll.com/en/insights/publications/cost-of-capital/recommended-us-equity-risk-premium-and-corresponding-risk-free-rates
https://www.kroll.com/-/media/cost-of-capital/kroll-us-erp-rf-table-2023.pdf
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run historical view, 30-year bonds typically have a higher rate than 10- or 20-year bonds. 1 

Thus, Witness McKenzie’s premium is more overstated than a direct comparison to the 2 

other premiums—using shorter bond maturities—would indicate.49  3 

Q. Did you calculate CAPM and ECAPM values? 4 

A. Yes. I used two different methods: 1) the average historical premium on 10-year bonds, 5 

along with the current 10-year risk-free rate; and 2) the Kroll recommendation of the 6 

5.5% risk premium on 20-year bonds, along with the current 20-year risk-free rate.50 The 7 

Treasury bond rates were based on the six month average from March through August 8 

2023: 3.76% for 10-year bonds and 4.06% for 20-year bonds.51 I also used the same beta 9 

of 0.89 as Witness McKenzie based on his proxy group. Both methods produced the same 10 

result of 8.96%, which I will round up to the nearest tenth of a percent to 9.0%. The 11 

average ECAPM result was slightly higher at 9.1%.  12 

Q. Do you agree that the utility risk premium method should be also used in addition to 13 

the DCF and CAPM? 14 

A. No. Witness McKenzie also employs the risk premium model which takes the 15 

relationship between historical allowable ROEs and utility bond rates. I do not agree that 16 

this model is a reasonable estimate of the cost of equity. There are two key problems with 17 

 
49 See U.S. Department of the Treasury, Daily Treasury Par Yield Curve Rates, 
https://home.treasury.gov/resource-center/data-chart-center/interest-
rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=2023 (last visited Sept. 27, 
2023). 
50 See Carla Nunes et al., Risk Premium and Corresponding Risk-Free Rates to be Used in Computing 
Cost of Capital: January 2008 – Present, Kroll, https://www.kroll.com/en/insights/publications/cost-of-
capital/recommended-us-equity-risk-premium-and-corresponding-risk-free-rates (last visited Sept. 27, 
2023). 
51 U.S. Dept. of the Treasury, Daily Treasury Par Yield Curve Rates, https://home.treasury.gov/resource-
center/data-chart-center/interest-
rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=2023 (last visited Sept. 27, 
2023). 

https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=2023
https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=2023
https://www.kroll.com/en/insights/publications/cost-of-capital/recommended-us-equity-risk-premium-and-corresponding-risk-free-rates
https://www.kroll.com/en/insights/publications/cost-of-capital/recommended-us-equity-risk-premium-and-corresponding-risk-free-rates
https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=2023
https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=2023
https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=2023
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this model: 1) it relies solely on historical data; and 2) the historical data includes 1 

awarded ROEs from utility commissions which tend to overstate the cost of equity. First, 2 

in my opinion, both historical and projected data should be used—as I have explained 3 

above. The overreliance on historical data implicitly assumes that history will just keep 4 

repeating. Second, actual ROEs awarded have been fairly consistently decreasing since 5 

the 1980’s, yet there is still an upward bias in these values. This is partly shown by 6 

looking at the market value of utility holding companies compared to their book value. In 7 

Witness McKenzie’s DCF proxy group, the expected ratio of market to book value for 8 

the 18 companies is close to 2—meaning that the expected stock price is roughly double 9 

the expected equity value on the books for these utilities.52 If investors are willing to pay 10 

much more on the market than the book value, that is an indicator that the ROE is higher 11 

than the cost of equity: It is the difference between what an investor is getting, and what 12 

they would have accepted as a return. Regardless, the use of previously allowed ROEs 13 

should not drive future ROE estimates because it introduces circular logic and 14 

perpetuates any bias in the allowable ROEs.  15 

Q. Do you agree that the expected earnings test should be used? 16 

A. No. This model is also problematic because it is reliant on one measure in one year. 17 

Witness McKenzie uses the Value Line projected rate of return for 2027 for his proxy 18 

group as the basis for this calculation. But this is a snapshot of one projection. It should 19 

not be used as the sole basis for a long-term growth expectation. As a result, the values 20 

are highly skewed with 7 of the 18 companies with an expected ROE of over 12%—two 21 

 
52 McKenzie Direct, Ex. AMM-6, page 2, column (j).   
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companies are also above 14%.53 In recent years, FERC has rejected the use of the 1 

expected earnings test.54 FERC stated that: 2 

Specifically, we will use the DCF model and CAPM in our ROE 3 
methodology, but not the Expected Earnings or Risk Premium models.  As 4 
discussed further below, we find that expanding our methodology to use 5 
the CAPM model in addition to the DCF model will better reflect how 6 
investors make their investment decisions. This should result in our ROE 7 
analyses producing cost of equity estimates that more accurately reflect 8 
what ROE a utility must offer in order to attract capital.  As discussed in 9 
sections VI and VIII below, we find that, on balance, the Expected 10 
Earnings and Risk Premium models would not improve our ROE 11 
determinations sufficiently to justify using those models, in light of their 12 
flaws and the potential inaccuracies and complexity that they could 13 
introduce into our ROE analyses.55 14 

Q. Please summarize your DCF and CAPM estimates.   15 

A. My DCF and CAPM results all are between 9.0 and 9.2%, shown below: 16 

Table 2: Comings Cost of Equity Estimates 17 

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

Q. What do you recommend for the allowable ROE? 18 

A. Based on my modifications to the DCF and CAPM models put forth by the Company, I 19 

recommend that the allowable ROE remain unchanged at 9.3%. 20 

 
53 McKenzie Direct, Ex. AMM-10. 
54 Richard Glick, Commissioner Richard Glick Concurring in Part and Dissenting in Part Regarding 
Public Utility ROE Methodology (Opinion No. 569) nn. 10 & 29, FERC (May 21, 2020), 
https://www.ferc.gov/news-events/news/commissioner-richard-glick-concurring-part-and-dissenting-part-
regarding-public. 
55 Opinion No. 569, Ass'n of Bus. Advocating Tariff Equity v. Midcontinent Indep. Sys. Operator, Inc., 
169 FERC ¶ 61,129, Docket No. EL14-12-003, P 31 (Nov. 21, 2019) 
https://www.ferc.gov/sites/default/files/2020-04/E-11_1.pdf. 

https://www.ferc.gov/news-events/news/commissioner-richard-glick-concurring-part-and-dissenting-part-regarding-public
https://www.ferc.gov/news-events/news/commissioner-richard-glick-concurring-part-and-dissenting-part-regarding-public
https://www.ferc.gov/sites/default/files/2020-04/E-11_1.pdf
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IV. THE COMPANY’S PROPOSED SECURITIZATION WILL SAVE 1 
RATEPAYERS SUBSTANTIALLY IN THE NEAR TERM. 2 

Q. Is the Company proposing securitization in this case?  3 

A. Yes, the Company is proposing to securitize a number of costs, including those 4 

associated with the Rockport plant, decommissioning of the Big Sandy coal unit, storm-5 

related costs, and purchased power costs. As the Company describes in detail, this 6 

involves issuing a securitization bond for $446.7 million that would be repaid in rates 7 

over a 20-year period but would avoid recovering these costs as typical rate-based assets.  8 

Q. In general, is securitization a useful financing tool? 9 

A. Yes. Securitization is a helpful means of lowering financing costs for ratepayers, 10 

particularly if the alternative is that the costs are financed in the conventional manner 11 

using the utility’s weighted average cost of capital (“WACC’), which is certain to be a 12 

higher interest rate than a high-quality securitization bond rate.  13 

Q. What are the Company’s projected savings from pursuing securitization of these 14 

costs? 15 

A. Witness Messner estimates that on a net present value (“NPV”) basis, the securitization 16 

of these costs will save ratepayers a total of $74 million.56 This is calculated assuming a 17 

flat payment (akin to a mortgage payment) of $37 million as an annual revenue 18 

requirement for the new securitized bond over a 20-year period at an interest rate of 19 

5.166%.57 In contrast, Witness Messner calculates that the costs of the “conventional” 20 

method of recovery, using the WACC, results in an annual payment of $71.8 million in 21 

 
56 Messner Direct at 7:19–21. 
57 Id., Ex. FDM-1; see also Response of Kentucky Power Company to the Joint Intervenors’ Initial 
Request for Information, Case No. 2023-00159, Question 9 (Aug. 14, 2023) (citing KPCo Response to 
Staff Q2.1, Attach. 10). 
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the near-term—or an annual savings of $34.7 million over each of the next five years.58 1 

Q. Is it possible that these near-term savings are understated? 2 

A. Yes. Witness Messner assumed a flat payment for the conventional recovery method as 3 

well, but the Company has stated that the rate recovery structure is currently unknown.59 4 

It is possible that, without the securitization, the conventional rate recovery would be 5 

higher in the early years because the rate of return is on the undepreciated plant balance 6 

for a typical rate-based asset. If that is the case, then the near-term savings would be 7 

higher than what the Company currently estimates.  8 

Q. Have you evaluated the prudence of each component’s inclusion in this proposal? 9 

A. No. I do not take a position on the prudence of the cost components themselves. I would 10 

say, however, that if these cost components are found to be prudently incurred, then 11 

securitization is a favorable outcome for ratepayers.  12 

Q. Are there any disadvantages to securitization? 13 

A. The primary disadvantage is that it can prolong the recovery of costs, such that future 14 

ratepayers are paying for financing of capital investments that have long since retired—or 15 

other costs that were incurred in the past. This concern is sometimes referred to as 16 

“intergenerational equity.” The savings, especially in the near-term, from securitization 17 

should trump that issue given concerns with the rate and bill impacts on customers.  18 

Q. Has the Company indicated how it will use the proceeds? 19 

A. Only in vague terms. In response to discovery asking about the use of the funds, the 20 

 
58 Messner Direct at Ex. FDM-1. 
59 Response of Kentucky Power Company to Joint Intervenors’ First Supplemental Discovery Requests, 
Case No. 2023-00159, Question 18(b) (Sept 25, 2023). 



CASE NO. 2023-00159 
DIRECT TESTIMONY OF TYLER COMINGS 

 

29 
 

Company stated that it would be used to pay outstanding loan, put towards capital 1 

spending, and repay other debt and equity to maintain its proposed capital structure.60 2 

V. CONCLUSION 3 

Q. Does this conclude your testimony? 4 

A. Yes.  5 

 
60 KPCo Response to JI Q1.8.  
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Tyler Comings, Senior Researcher 

1012 Massachusetts Avenue, Arlington MA 02476   tyler.comings@aeclinic.org   617-863-0139 

 

PROFESSIONAL  EXPERIENCE 

Applied Economics Clinic, Arlington, MA. Senior Researcher, June 2017 ‒ Present. 

Provides technical expertise on electric utility regulation, energy markets, and energy policy. 
Clients are primarily public service organizations working on topics related to the environment, 
consumer rights, the energy sector, and community equity. 

Synapse Energy Economics Inc., Cambridge, MA. Senior Associate, July 2014 – June 2017, 
Associate, July 2011 – July 2014. 

Provided expert testimony and reports on energy system planning, coal plant economics and 
economic impacts. Performed benefit-cost analyses and research on energy and environmental 
issues. 

Ideas42, Boston, MA. Senior Associate, 2010 – 2011. 

Organized studies analyzing behavior of consumers regarding finances, working with top 
researchers in behavioral economics. Managed studies of mortgage default mitigation and case 
studies of financial innovations in developing countries. 

Economic Development Research Group Inc., Boston, MA. Research Analyst, Economic 
Consultant, 2005 – 2010. 

Performed economic impact modeling and benefit-cost analyses using IMPLAN and REMI for 
transportation and renewable energy projects, including support for Federal stimulus 
applications. Developed a unique web-tool for the National Academy of Sciences on linkages 
between economic development and transportation. 

Harmon Law Offices, LLC., Newton, MA. Billing Coordinator, Accounting Liaison, 2002 – 
2005. 

Allocated IOLTA and Escrow funds, performed bank reconciliation and accounts receivable. 
Projected legal fees and costs. 

Massachusetts Department of Public Health, Boston, MA. Data Analyst (contract), 2002. 

Designed statistical programs using SAS based on data from health-related surveys. 
Extrapolated trends in health awareness and developed benchmarks for performance of clinics 
for a statewide assessment. 

 

EDUCATION 

Tufts University, Medford, MA 

Master of Arts in Economics, 2007 

Boston University, Boston, MA 

Bachelor of Arts in Mathematics and Economics, Cum Laude, Dean’s Scholar, 2002. 



 

Page 2 of 11 
 

 

AFFILIATIONS 

Society of Utility and Regulatory Financial Analysts (SURFA) 

Member 

Global Development and Environment Institute, Tufts University, Medford, MA. 

Visiting Scholar, 2017 ‒ 2020 

 

CERTIFICATIONS 

Certified Rate of Return Analyst (CRRA), professional designation by Society of Utility and 
Regulatory Financial Analysts (SURFA) 

 

PAPERS  AND  REPORTS 

Castigliego, J.R., T. Comings, S. Alisalad, and E.A. Stanton. 2021. Background Report: 
Benefits of Coal Ash Cleanup and Remediation. Applied Economics Clinic. Prepared for 
Earthjustice. [Online] 

Woods, B., E. A. Stanton, T. Comings, and E. Tavares. 2019. Emission Reduction Synergies 
for Massachusetts Community Choice Energy Programs, Heat Pumps and Electric Vehicles. 
Applied Economics Clinic. Prepared for Green Energy Consumers Alliance. [Online] 

Lopez, R., T. Comings, E.A. Stanton, and E. Tavares. 2019. Home Heat Pumps in 
Massachusetts. Applied Economics Clinic. Prepared for Green Energy Consumers Alliance. 
[Online] 

Comings, T., B. Woods, and M. Majumder. 2019. Updated Costs of Community Choice 
Energy Aggregation in Boston. Applied Economics Clinic. Prepared for Barr Foundation. 
[Online] 

Comings, T., R. Lopez, and B. Woods. 2018. A Critique of an Industry Analysis on Claimed 
Economic Benefits of Offshore Drilling in the Atlantic. Applied Economics Clinic. Prepared for 
the Southern Environmental Law Center. [Online] 

Stanton, E.A., and T. Comings. 2018. Massachusetts Clean Energy Bill Provisions Boost 
Jobs and Strengthen the State’s Economy. Applied Economics Clinic. Prepared for Barr 
Foundation. [Online] 

Stanton, E.A., T. Comings, R. Wilson, S. Alisalad, E.N Marzan, C. Schlegel, B. Woods, J. 
Gifford, E. Snook, and P. Yuen. 2018. An Analysis of the Massachusetts 2018 ‘Act to Promote a 
Clean Energy Future’ Report. Applied Economics Clinic. Prepared for Barr Foundation. [Online] 

Comings, T., E.A. Stanton, and B. Woods. 2018. The ABCs of Boston CCE. Applied Economics 
Clinic. Prepared for Barr Foundation. [Online] 

Stanton, E.A., T. Comings, and A. Sommer. 2018.The Husker Energy Plan: A New Energy Plan 
for Nebraska. Applied Economics Clinic. Prepared for the Nebraska Wildlife Foundation. 
[Online] 

https://aeclinic.org/publicationpages/2021/07/29/background-report-benefits-of-coal-ash-cleanup-and-remediation
https://aeclinic.org/publicationpages/2019/8/22/emission-reduction-synergies-for-massachusetts-community-choice-energy-programs-heat-pumps-and-electric-vehicles
https://aeclinic.org/publicationpages/2019/5/29/home-heat-pumps-in-massachusetts
https://aeclinic.org/publicationpages/2019/2/28/updated-costs-of-community-choice-energy-aggregation-in-boston
https://aeclinic.org/publicationpages/2019/1/2/a-critique-of-an-industry-analysis-on-claimed-economic-benefits-of-offshore-drilling-in-the-atlanatic
https://aeclinic.org/publicationpages/2018/6/18/massachusetts-clean-energy-bill-provisions-boost-jobs-and-strengthen-the-states-economy
https://aeclinic.org/publicationpages/2018/6/18/an-analysis-of-the-massachusetts-2018-act-to-promote-a-clean-energy-future
https://aeclinic.org/publicationpages/2018/3/15/the-abcs-of-boston-cce
https://aeclinic.org/publicationpages/2018/1/17/the-husker-energy-plan-a-new-energy-plan-for-nebraska
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Comings, T. and B. Woods. 2017. The Future of the Martin Drake Power Plant. 
Applied Economics Clinic. Prepared for Green Cities Coalition and Southeastern 
Colorado Renewable Energy Society. [Online] 

Wilson, R., T. Comings, and E.A. Stanton. 2017. Ratepayer Impacts of ConEd’s 20-Year 
Shipping Agreement on the Mountain Valley Pipeline. Applied Economics Clinic. Prepared for 
the Environmental Defense Fund. [Online] 

Knight, P., A. Horowitz, P. Luckow, T. Comings, J. Gifford, P. Yuen, E. Snook, and J. 
Shoesmith. 2017. An Analysis of the Massachusetts Renewable Portfolio Standard. Synapse 
Energy Economics and Sustainable Energy Advantage. Prepared for NECEC in Partnership 
with Mass Energy. [Online] 

Knight, P., S. Fields, F. Ackerman, T. Comings, and A. Allison. 2017. Empowering 
Kentucky. Synapse Energy Economics. Prepared for Kentuckians for the Commonwealth. 
[Online] 

Comings, T. and A. Allison. 2017. More Mileage for Your Money: Fuel Economy Increases 
While Vehicle Prices Remain Stable. Synapse Energy Economics. Prepared for Consumers 
Union. [Online] 

Cook, R., J. Koo, N. Veilleux, K. Takahashi, E. Malone, T. Comings, A. Allison, F. Barclay, and 
L. Beer. 2017. Rhode Island Renewable Thermal Market Development Strategy. Meister 
Consultants Group and Synapse Energy Economics. Prepared for Rhode Island Office of 
Energy Resources. [Online] 

Fisher, J., P. Luckow, A. Horowitz, T. Comings, A. Allison, E.A. Stanton, S. Jackson, and K. 
Takahashi. 2016. Michigan Compliance Assessment for the Clean Power Plan: 
MPSC/MDEQ EPA 111(d) Impact Analysis. Prepared for Michigan Public Service 
Commission, Michigan Department of Environmental Quality, and Michigan Agency for 
Energy. [Online] 

White, D., P. Peterson, T. Comings, and S. Jackson. 2016. Preliminary Valuation 
of TransCanada’s Hydroelectric Assets. Prepared for the State of Vermont. 
[Online] 

Comings, T., S. Jackson, and J. Fisher. 2016. The Economic Case for Retiring North 
Valmy Generating Station. Synapse Energy Economics. Prepared for Sierra Club. [Online] 

Comings, T., A. Allison, and F. Ackerman. 2016. Higher Fuel Economy Standards Result in 
Big Savings for Consumers. Synapse Energy Economics. Prepared for Consumers Union. 
[Online] 

Jackson, S., P. Luckow, E.A. Stanton, A. Horowitz, P. Peterson, T. Comings, J. Daniel, and T. 
Vitolo. 2016. Reimagining Brayton Point: A Guide to Assessing Reuse Options for the 
Somerset Community. Synapse Energy Economics. Prepared for Coalition for Clean Air South 
Coast, Clean Water Action, and Toxics Action Center. [Online] 

Stanton, E.A., P. Knight, A. Allison, T. Comings, A. Horowitz, W. Ong, N. R. Santen, and K. 
Takahashi. 2016. The RGGI Opportunity 2.0: RGGI as the Electric Sector Compliance Tool to 
Achieve 2030 State Climate Targets. Synapse Energy Economics. Prepared for Sierra Club, 
Pace Energy and Climate Center, and Chesapeake Climate Action Network. [Online] 

https://aeclinic.org/publicationpages/2017/11/30/the-future-of-the-martin-drake-power-plant
https://aeclinic.org/publicationpages/2017/10/6/ratepayer-impacts-of-coneds-20-year-shipping-agreement-on-the-mountain-valley-pipeline
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications


 

Page 4 of 11 
 

Stanton, E.A., P. Knight, A. Allison, T. Comings, A. Horowitz, W. Ong, N. R. Santen, and K. 
Takahashi. 2016. The RGGI Opportunity: RGGI as the Electric Sector Compliance Tool to 
Achieve 2030 State Climate Targets. Synapse Energy Economics. Prepared for Sierra Club, 
Pace Energy and Climate Center, and Chesapeake Climate Action Network. [Online] 

Ackerman, F. and T. Comings. 2015. Employment after Coal: Creating New Jobs in Eastern 
Kentucky. Synapse Energy Economics. Prepared for the Mountain Association for Community 
Economic Development. [Online] 

Vitolo, T., M. Chang, T. Comings, and A. Allison. 2015. Economic Benefits of the Proposed 
Coolidge Solar I Solar Project. Synapse Energy Economics. Prepared for Coolidge Solar I, 
LLC. [Online] 

Wilson, R., T. Comings, and E.A. Stanton. 2015. Analysis of the Tongue River Railroad Draft 
Environmental Impact Statement. Synapse Energy Economics. Prepared for Sierra Club and 
Earthjustice. [Online] 

Synapse Energy Economics, Labor Network for Sustainability, and 350.org. 2015. The 
Clean Energy Future: Protecting the Climate, Creating Jobs, and Saving Money. [Online] 

Fisher, J., T. Comings, F. Ackerman, and S. Jackson. 2015. Clearing Up the Smog: Debunking 
Industry Claims that We Can’t Afford Healthy Air. Synapse Energy Economics. Prepared for 
Earthjustice. [Online] 

Stanton, E. A., T. Comings, S. Jackson, and E. Karaca. 2015. Atlantic Coast Pipeline Benefits 
Review. Synapse Energy Economics. Prepared for Southern Environmental Law Center. 
[Online] 

Takahashi, K., T. Comings, and A. Napoleon. 2014. Maximizing Public Benefit through 
Energy Efficiency Investments. Synapse Energy Economics. Prepared for Sierra Club. 
[Online] 

Comings, T., S. Fields, K. Takahashi, and G. Keith. 2014. Employment Effects of Clean 
Energy Investments in Montana. Synapse Energy Economics. Prepared for Montana 
Environmental Information Center and Sierra Club. [Online] 

Comings, T., J. Daniel, P. Knight, and T. Vitolo. 2014. Air Emission and Economic Impacts of 
Retiring the Shawnee Fossil Plant. Synapse Energy Economics. Prepared for the Kentucky 
Environmental Foundation. [Online] 

Comings, T., K. Takahashi, and G. Keith. 2013. Employment Effects of Investing in Select 
Electricity Resources in Washington State. Synapse Energy Economics. Prepared for Sierra 
Club. [Online] 

Stanton, E. A., T. Comings, K. Takahashi, P. Knight, T. Vitolo, and E. Hausman. 2013. 
Economic Impacts of the NRDC Carbon Standard. Synapse Energy Economics. Prepared for 
Natural Resources Defense Council (NRDC). [Online] 

Ackerman, F., T. Comings, and P. Luckow. 2013. A Review of Consumer Benefits from a 
Corporate Average Fuel Economy (CAFE) Standards. Synapse Energy Economics. Prepared 
for Consumer Union. [Online] 

Comings, T., P. Knight, and E. Hausman. 2013. Midwest Generation’s Illinois Coal Plants: Too 
Expensive to Compete? (Report Update). Synapse Energy Economics. Prepared for Sierra 
Club. [Online] 

https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
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Stanton, E. A., F. Ackerman, T. Comings, P. Knight, T. Vitolo, and E. Hausman. 2013. Will 
LNG Exports Benefit the United States Economy? Synapse Energy Economics. Prepared for 
Sierra Club. [Online] 

Keith, G., S. Jackson, A. Napoleon, T. Comings, and J. Ramey. 2012. The Hidden Costs of 
Electricity: Comparing the Hidden Costs of Power Generation Fuels. Synapse Energy 
Economics. Prepared for Civil Society Institute. [Online] 

Vitolo, T., G. Keith, B. Biewald, T. Comings, E. Hausman, and P. Knight. 2013. Meeting Load 
with a Resource Mix Beyond Business as Usual: A regional examination of the hourly system 
operations and reliability implications for the United States electric power system with coal 
phased out and high penetrations of efficiency and renewable generating resources. Synapse 
Energy Economics. Prepared for Civil Society Institute. [Online] 

Fagan, R., M. Chang, P. Knight, M. Schultz, T. Comings, E. Hausman, and R. Wilson. 2012. 
The Potential Rate Effects of Wind Energy and Transmission in the Midwest ISO Region. 
Synapse Energy Economics. Prepared for Energy Future Coalition. [Online] 

Bower, S., S. Huntington, T. Comings, and W. Poor. 2012. Economic Impacts of Efficiency 
Spending in Vermont: Creating an Efficient Economy and Jobs for the Future. Optimal Energy, 
Synapse Energy Economics, and Vermont Department of Public Service. Prepared for 
American Council for an Energy-Efficient Economy (ACEEE). [Online] 

Comings, T. and E. Hausman. 2012. Midwest Generation’s Illinois Coal Plants: Too Expensive 
to Compete?. Synapse Energy Economics. Prepared for Sierra Club. [Online] 

Woolf, T., J. Kallay, E. Malone, T. Comings, M. Schultz, and J. Conyers. 2012. Commercial 
& Industrial Customer Perspectives on Massachusetts Energy Efficiency Programs. 
Synapse Energy Economics. Prepared for Massachusetts Energy Efficiency Advisory 
Council. [Online] 

Hornby, R., D. White, T. Vitolo, T. Comings, and K. Takahashi. 2012. Potential Impacts of a 
Renewable and Energy Efficiency Portfolio Standard in Kentucky. Synapse Energy 
Economics. Prepared for Mountain Association for Community Economic Development and 
the Kentucky Sustainable Energy Alliance. [Online] 

Hausman, E., T. Comings, and G. Keith. 2012. Maximizing Benefits: Recommendations 
for Meeting Long-Term Demand for Standard Offer Service in Maryland. Synapse Energy 
Economics. Prepared for Sierra Club. [Online] 

Tantia, P., M. Dimova, T. Comings, and K. Davis. 2012. Budget Finance Company: A 
Loan Modification Case Study. [Online] 

Keith, G., B. Biewald, E. Hausman, K. Takahashi, T. Vitolo, T. Comings, and P. Knight. 
2011. Toward a Sustainable Future for the U.S. Power Sector: Beyond Business as Usual 
2011. Synapse Energy Economics. Prepared for Civil Society Institute. [Online] 

Hausman, E., T. Comings, K. Takahashi, R. Wilson, W. Steinhurst, N. Hughes, and G. Keith. 
2011. Electricity Scenario Analysis for the Vermont Comprehensive Energy Plan 2011. 
Synapse Energy Economics. Prepared for the Vermont Department of Public Service. [Online] 

Steinhurst, W. and T. Comings. 2011. Economic Impacts of Energy Efficiency Investments 
in Vermont. Synapse Energy Economics. Prepared for the Vermont Department of Public 
Service. [Online] 

https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
https://aeclinic.org/comings-past-publications
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Datta, S., P. Tantia, and T. Comings. 2011. WING Mobile Payments: A Product Design 
Case Study. Ideas42. Prepared for International Finance Corporation. [Online] 

Tantia, P. and T. Comings. 2011. Kilimo Salama – Index-based Agriculture Insurance: A 
Product Design Case Study. Ideas42. Prepared for International Finance Corporation. [Online] 

Tantia, P. and T. Comings. 2011. Emergency Hand Loan: A Product Design Case 
Study. Ideas42. Prepared for International Finance Corporation. [Online] 

Tantia, P. and T. Comings. 2011. Commitment Savings Accounts in Malawi: A Product 
Design Case Study. Ideas42. Prepared for International Finance Corporation. [Online] 

Petraglia, L. and T. Comings, and G. Weisbrod. 2010. Economic Development Impacts of 
Energy Efficiency and Renewable Energy in Wisconsin. Economic Development Research 
Group and PA Consulting Group. Prepared for Wisconsin Department of Administration. 
[Online] 

Economic Development Research Group. 2010. The Economic Impact of Atlanta 
Hartsfield-Jackson International Airport. Prepared for City of Atlanta. [Online] 

Economic Development Research Group. 2009. Economic Assessment of Proposed 
Brockton Power Facility. Prepared for Brockton Power Company. [Online] 

Economic Development Research Group and KEMA NV. 2009. Economic Benefits of 
Connecticut’s Clean Energy Program. Prepared for the Connecticut Clean Energy Fund. 
[Online] 

Howland, J., D. Murrow, L. Petraglia, and T. Comings. 2009. Energy Efficiency: Engine of 
Economic Growth in Eastern Canada. Economic Development Research Group and 
Environment Northeast. [Online] 

Economic Development Research Group and KEMA NV. 2008. New York Renewable 
Portfolio Standard: Economic Benefits Report. Prepared for New York State Energy 
Research and Development (NYSERDA). [Online] 

Colledge Transportation Consulting and Economic Development Research Group. 2008. 
Northwest Corridor Trade and Manufacturing Strategy. Prepared for Northern 
Development Initiative Trust and Canadian Manufacturers & Exporters. [Online] 

Weisbrod, G. and T. Comings. 2008. The Economic Role of the Gateway Transportation 
System in the Greater Vancouver Region. Prepared for Greater Vancouver Gateway Council. 
[Online] 

Cambridge Systematics and Economic Development Research Group. 2008. Economic Impact 
Study of Completing the Appalachian Development Highway System. Prepared for Appalachian 
Regional Commission. [Online] 

Lynch, T., T. Comings, and G. Weisbrod. 2007. Spatial Geography: Effects of Population Base 
and Airport Access. Prepared for Appalachian Regional Commission. [Online] 

BizMiner and Economic Development Research Group. 2007. Program Evaluation of the 
Appalachian Regional Commission’s Infrastructure and Public Works Projects. Prepared for 
Appalachian Regional Commission. [Online] 

Mead & Hunt and Economic Development Research Group. 2007. Oregon Aviation Plan 2007. 
Prepared for Oregon Department of Aviation. [Online] 
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Economic Development Research Group. 2007. The Economic Impact of Philadelphia 
Convention Center. Prepared for Pew Charitable Trusts. [Online] 

Economic Development Research Group. 2006. Environmental Impacts of Massachusetts 
Turnpike and Central Artery/Tunnel Projects. Prepared for the Massachusetts Turnpike 
Authority. [Online] 
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Comings, T. 2023. Comments on Tri-State Electric Resource Plan. Comments to Colorado 

Public Utilities Commission behalf of Natural Resources Defense Council and Sierra Club. 

Proceeding No. 20A-0528E. [Online] 
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https://www.moodys.com/research/CREDIT-QUALITY-OF-US-WHOLESALE-BANKS-MAY-NOT-FARE-AS--PRM_19990125143607
https://www.moodys.com/research/MOODYS-CONFIRMS-AMERICAN-ELECTRIC-POWER-AND-CENTRAL-AND-SOUTH-WEST--PR_16171
https://www.moodys.com/research/MOODYS-CONFIRMS-AMERICAN-ELECTRIC-POWER-AND-CENTRAL-AND-SOUTH-WEST--PR_16171
https://www.moodys.com/research/MOODYS-CONFIRMS-AMERICAN-ELECTRIC-POWER-AND-CENTRAL-AND-SOUTH-WEST--PR_16171
https://www.moodys.com/research/MOODYS-AFFIRMS-CREDIT-RATINGS-OF-AEP-P-2-AND-SUBSIDIARIES--PRM_19970225125705
https://www.moodys.com/research/MOODYS-AFFIRMS-CREDIT-RATINGS-OF-AEP-P-2-AND-SUBSIDIARIES--PRM_19970225125705
https://www.moodys.com/research/MOODYS-AFFIRMS-CREDIT-RATINGS-OF-AEP-P-2-AND-SUBSIDIARIES--PRM_19970225125705
https://www.moodys.com/research/MOODYS-AFFIRMS-CREDIT-RATINGS-OF-AEP-P-2-AND-SUBSIDIARIES--PRM_19970225125705
https://www.moodys.com/research/MOODYS-ASSIGNS-COUNTERPARTY-RATINGS-TO-41-ELECTRIC-UTILITIES--PR_1633
https://www.moodys.com/research/MOODYS-ASSIGNS-COUNTERPARTY-RATINGS-TO-41-ELECTRIC-UTILITIES--PR_1633
https://moodys.ethicspoint.com/
http://www.usa.att.com/traveler/index.jsp
https://www.moodys.com/termsofuseinfo.aspx?lang=en&cy=global
https://www.moodys.com/privatepolicy.aspx?lang=en&cy=global
https://www.moodys.com/proprietaryrights.aspx?lang=en&cy=global
https://www.moodys.com/uploadpage/Mco%20Documents/SP11557_MIS%20Code%20of%20Professional%20Conduct.pdf
https://www.moodys.com/Pages/ModernSlavery.aspx
https://www.moodys.com/Pages/ModernSlavery.aspx
https://www.moodys.com/Pages/GenderPayGapReports.aspx
https://careers.moodys.com/
https://www.moodys.com/pages/helpsupportfaq.aspx
https://www.moodys.com/Pages/contactus.aspx
https://ratings.moodys.com/complaint
http://ir.moodys.com/home/default.aspx
https://ratings.moodys.com/ratings-news
https://www.moodysanalytics.com/
https://www.economy.com/
https://www.moodys.com/sitemapindex.xml
https://twitter.com/MoodysInvSvc
https://twitter.com/MoodysInvSvc
https://www.linkedin.com/company/moodys-corporation
https://www.linkedin.com/company/moodys-corporation
https://www.youtube.com/channel/UCyWqT8lrGbRqWa30c_l5iSw
https://www.youtube.com/channel/UCyWqT8lrGbRqWa30c_l5iSw
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ENTITY

Kentucky Power Company

Corporate Finance / Utilities and Power/Global / North America/United States

EU Endorsed, UK Endorsed; Solicited by or on behalf of the issuer (sell side)

ESG RELEVANCE

1 2 3 4 5

RATING HISTORY

Ratings01

RATING ACTION DATE TYPE

BBB Af�rmed 28-Feb-

2023

Long Term Issuer Default

Rating

WD Withdrawn 22-Feb-

2013

Short Term Issuer Default

Rating

Ratings Key Outlook Watch

POSITIVE

NEGATIVE

EVOLVING

STABLE  

* Ratings displayed in orange denotes EU or UK Unsolicited and Non-

Participatory Ratings

Where there was a review with no rating action (Review – No Action),

please refer to the “Latest Rating Action Commentary” for an explanation

of key rating drivers

*Premium Content is displayed in Fitch Red

LONG TERM ISSUER DEFAULT RATING SHORT TERM ISSUER DEFAULT RATING

15-Oct-2020 01-Jul-2020 02-Jul-2019 17-Apr-2019 07-Sep-2018 18-Oct-2017 13-Jul-2017 2

BBB BBB BBB BBB BBB BBB BBB B

Review - No Action Af�rmed Af�rmed Review - No Action Af�rmed Review - No Action Upgrade R

FitchRatings 

https://www.fitchratings.com/corporate-finance
https://www.fitchratings.com/utilities-power
https://www.fitchratings.com/region/global
https://www.fitchratings.com/region/north-america
https://www.fitchratings.com/region/united-states
https://www.fitchratings.com/
https://www.fitchratings.com/


ENTITY

Kentucky Power Company

Corporate Finance / Utilities and Power/Global / North America/United

States

EU Endorsed, UK Endorsed; Solicited by or on behalf of the issuer (sell

side)

ESG RELEVANCE

1 2 3 4 5

RATING HISTORY

Ratings01

RATING ACTION DATE TYPE

BBB Af�rmed 28-Feb-

2023

Long Term Issuer

Default Rating

WD Withdrawn 22-Feb-

2013

Short Term Issuer

Default Rating

Ratings Key Outlook Watch

POSITIVE

NEGATIVE

EVOLVING

STABLE  

* Ratings displayed in orange denotes EU or UK Unsolicited and

Non-Participatory Ratings

Where there was a review with no rating action (Review – No

Action), please refer to the “Latest Rating Action Commentary”

for an explanation of key rating drivers

*Premium Content is displayed in Fitch Red

LONG TERM ISSUER DEFAULT RATING SHORT TERM ISSUER DEFAULT RATING

DATE : 28-Feb-2023 09-Mar-2022 23-Dec-2021 28-Oct-2021 08-Apr-2021 15-Oct-2020

RATING : BBB BBB BBB BBB BBB BBB

ACTION : Af�rmed Review - No Action Af�rmed Af�rmed Af�rmed Review - No A

FitchRatings 

https://www.fitchratings.com/corporate-finance
https://www.fitchratings.com/utilities-power
https://www.fitchratings.com/region/global
https://www.fitchratings.com/region/north-america
https://www.fitchratings.com/region/united-states
https://www.fitchratings.com/region/united-states
https://www.fitchratings.com/
https://www.fitchratings.com/


Rating Actions02
RATING ACTION COMMENTARY / TUE 28 FEB, 2023

Fitch Af�rms AEP and
Subsidiaries; Outlook Stable

RATING ACTION COMMENTARY / THU 23 DEC, 2021

Fitch Af�rms AEP and Select
Subsidiaries; Upgrades
IMPCo

RATING ACTION COMMENTARY / THU 28 OCT, 2021

Fitch Downgrades AEP's L-T
IDR to 'BBB' and S-T IDR to
'F3'; Af�rms Kentucky
Power

RATING A

Fitc
Out

Insights03
SPECIAL REPORT / WED 28 AUG, 2019

U.S. Integrated Electric Utilities Handbook (A
Detailed Review of Integrated Electric Utilities

RATING REPORT / MON 29 JUL, 2019

Kentucky Power Co. (Subsidiary of American
Electric Power Company, Inc.)

NAVIGATOR REPORT / MON 07 JAN, 2019

Kentucky Power Co. - Ratings Navigator

NAVIGATOR REPORT / MON 07 JAN, 2019

American Electric Power Company - Ratings
Navigator

RATING REPORT / FRI 13 JUL, 2018

Kentucky Power Co. (Subsidiary of American
Electric Power Company, Inc.)

RAT

Ke
El

NAV

Ke

RAT

Am

RAT

Ke
Am

https://www.fitchratings.com/research/corporate-finance/fitch-affirms-aep-subsidiaries-outlook-stable-28-02-2023
https://www.fitchratings.com/research/corporate-finance/fitch-affirms-aep-subsidiaries-outlook-stable-28-02-2023
https://www.fitchratings.com/research/corporate-finance/fitch-affirms-aep-select-subsidiaries-upgrades-impco-23-12-2021
https://www.fitchratings.com/research/corporate-finance/fitch-affirms-aep-select-subsidiaries-upgrades-impco-23-12-2021
https://www.fitchratings.com/research/corporate-finance/fitch-affirms-aep-select-subsidiaries-upgrades-impco-23-12-2021
https://www.fitchratings.com/research/corporate-finance/fitch-downgrades-aep-l-t-idr-to-bbb-s-t-idr-to-f3-affirms-kentucky-power-28-10-2021
https://www.fitchratings.com/research/corporate-finance/fitch-downgrades-aep-l-t-idr-to-bbb-s-t-idr-to-f3-affirms-kentucky-power-28-10-2021
https://www.fitchratings.com/research/corporate-finance/fitch-downgrades-aep-l-t-idr-to-bbb-s-t-idr-to-f3-affirms-kentucky-power-28-10-2021
https://www.fitchratings.com/research/corporate-finance/fitch-downgrades-aep-l-t-idr-to-bbb-s-t-idr-to-f3-affirms-kentucky-power-28-10-2021
https://www.fitchratings.com/research/corporate-finance/fitch-affirms-aep-at-bbb-outlook-revised-to-negative-08-04-2021
https://www.fitchratings.com/research/corporate-finance/fitch-affirms-aep-at-bbb-outlook-revised-to-negative-08-04-2021
https://www.fitchratings.com/research/corporate-finance/us-integrated-electric-utilities-handbook-a-detailed-review-of-integrated-electric-utilities-28-08-2019
https://www.fitchratings.com/research/corporate-finance/us-integrated-electric-utilities-handbook-a-detailed-review-of-integrated-electric-utilities-28-08-2019
https://www.fitchratings.com/research/corporate-finance/kentucky-power-co-subsidiary-of-american-electric-power-company-inc-29-07-2019
https://www.fitchratings.com/research/corporate-finance/kentucky-power-co-subsidiary-of-american-electric-power-company-inc-29-07-2019
https://www.fitchratings.com/research/corporate-finance/kentucky-power-co-ratings-navigator-07-01-2019
https://www.fitchratings.com/research/corporate-finance/american-electric-power-company-ratings-navigator-07-01-2019
https://www.fitchratings.com/research/corporate-finance/american-electric-power-company-ratings-navigator-07-01-2019
https://www.fitchratings.com/research/corporate-finance/kentucky-power-co-subsidiary-of-american-electric-power-company-inc-13-07-2018
https://www.fitchratings.com/research/corporate-finance/kentucky-power-co-subsidiary-of-american-electric-power-company-inc-13-07-2018
https://www.fitchratings.com/research/corporate-finance/kentucky-power-co-subsidiary-of-american-electric-power-company-31-07-2017
https://www.fitchratings.com/research/corporate-finance/kentucky-power-co-subsidiary-of-american-electric-power-company-31-07-2017
https://www.fitchratings.com/research/corporate-finance/kentucky-power-co-ratings-navigator-20-07-2017
https://www.fitchratings.com/research/corporate-finance/american-electric-power-company-inc-20-10-2016
https://www.fitchratings.com/research/corporate-finance/kentucky-power-co-a-subsidiary-of-american-electric-power-company-inc-15-07-2016
https://www.fitchratings.com/research/corporate-finance/kentucky-power-co-a-subsidiary-of-american-electric-power-company-inc-15-07-2016


Sector Outlooks04
OUTLOOK REPORT / TUE 27 JUN, 2023

Global Corporates Mid-Year Outlook 2023 OUTLOOK REPORT / WED 07 DEC, 2022

North American Utilities, Power & Gas
Outlook 2023

OUTLOOK REPORT / TUE 06 DEC, 2022

U.S. Public Power and Electric Cooperatives
Outlook 2023

OUTLOOK REPORT / FRI 17 DEC, 2021

Fitch Ratings 2022 Outlook: U.S. Public
Finance

OUTLOOK REPORT / TUE 07 DEC, 2021

Fitch Ratings 2022 Outlook: U.S. Public
Power and Electric Cooperatives

OUT

Fi
Ut

OUT

Fi
U.

OUT

Fi
Po

OUT

Fi
Ut

--

https://www.fitchratings.com/research/corporate-finance/global-corporates-mid-year-outlook-2023-27-06-2023
https://www.fitchratings.com/research/corporate-finance/north-american-utilities-power-gas-outlook-2023-07-12-2022
https://www.fitchratings.com/research/corporate-finance/north-american-utilities-power-gas-outlook-2023-07-12-2022
https://www.fitchratings.com/research/us-public-finance/us-public-power-electric-cooperatives-outlook-2023-06-12-2022
https://www.fitchratings.com/research/us-public-finance/us-public-power-electric-cooperatives-outlook-2023-06-12-2022
https://www.fitchratings.com/research/us-public-finance/fitch-ratings-2022-outlook-us-public-finance-17-12-2021
https://www.fitchratings.com/research/us-public-finance/fitch-ratings-2022-outlook-us-public-finance-17-12-2021
https://www.fitchratings.com/research/us-public-finance/fitch-ratings-2022-outlook-us-public-power-electric-cooperatives-07-12-2021
https://www.fitchratings.com/research/us-public-finance/fitch-ratings-2022-outlook-us-public-power-electric-cooperatives-07-12-2021
https://www.fitchratings.com/research/corporate-finance/fitch-2022-outlook-north-american-utilities-power-gas-02-12-2021
https://www.fitchratings.com/research/corporate-finance/fitch-2022-outlook-north-american-utilities-power-gas-02-12-2021
https://www.fitchratings.com/research/us-public-finance/fitch-ratings-2021-outlook-compendium-us-public-finance-06-01-2021
https://www.fitchratings.com/research/us-public-finance/fitch-ratings-2021-outlook-compendium-us-public-finance-06-01-2021
https://www.fitchratings.com/research/us-public-finance/fitch-ratings-2021-outlook-us-public-power-electric-cooperatives-09-12-2020
https://www.fitchratings.com/research/us-public-finance/fitch-ratings-2021-outlook-us-public-power-electric-cooperatives-09-12-2020
https://www.fitchratings.com/research/corporate-finance/fitch-ratings-2021-outlook-north-american-utilities-power-gas-09-12-2020
https://www.fitchratings.com/research/corporate-finance/fitch-ratings-2021-outlook-north-american-utilities-power-gas-09-12-2020
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Securities and Obligations05

RATED ENTITY / DEBT   RATINGS   ENTITY DETAILS   DEBT TYPE &

IDENTIFIERS  

OTHER DETAILS  

Issuer: Kentucky Power

Company

Debt Level: senior unsecured

Issue: USD 75 mln 5.625%

bond/note 01-Dec-2032

28-Feb-2023

BBB+

Af�rmed

Long Term Rating

RATING HISTORY

Country: United States

Sectors: Corporate Finance;

Utilities and Power

Disclosures: EU Endorsed,

UK Endorsed; Solicited by or

on behalf of the issuer (sell

side)

senior unsecured; bond/note

ISIN: US491386AL26

(Public)

CUSIP: 491386AL2 (Public)

Maturity Date: 01-Dec-2032

Currency: USD

Amount: 75,000,000

Coupon Rate: 5.625%

Placement: Public

Issuer: Kentucky Power

Company

Debt Level: senior unsecured

Issue: USD 65 mln W.

Virginia St Econ Dev Auth

Solid waste Disposal

Facilities 2014A rev bonds

01-Apr-2036

12-Jun-2023

BBB+

New Rating

Long Term Rating

RATING HISTORY

Country: United States

Sectors: Corporate Finance;

Utilities and Power

Disclosures: EU Endorsed,

UK Endorsed; Solicited by or

on behalf of the issuer (sell

side)

senior unsecured; bond/note

CUSIP: 95648VBP3 (Public)

ISIN: US95648VBP31

(Public)

Maturity Date: 01-Apr-2036

Currency: USD

Amount: 65,000,000

Placement: Public

PREVIOUS NEXT

Fitch Adjusted Financials 06
NOTES AND

FORMULAS

REPORTED

VALUES

SUM OF

ADJUSTMENTS

CASH

ADJUSTMENT

HYBRID

ADJUSTMENT

CORP - LEASE

TREATMENT

OTHER

ADJUSTMENTS

ADJUSTED

VALUES

Income

Statement

Summary

Revenue

EBITDAR

EBITDAR After

Associates and

Minorities

Leases Expense

EBITDA

EBITDA After

Associates and

Minorities

EBIT

V 



Disclosures07

ORIGINAL RATING DATE

Long Term Issuer Default Rating 01-Jun-2000

Short Term Issuer Default Rating 01-May-1998

ENDORSEMENT STATUS

EU Endorsed, UK Endorsed

COUNTRY OF FITCH OFFICE

UNITED STATES

SOLICITATION STATUS

Long Term Issuer Default Rating Solicited - Sell Side

COUNTRY OF ANALYST

UNITED STATES

Identi�ers08
TYPE: CIK Code CUSIP CUSIP LEI

IDENTIFIER: 0000055373 491386 95648V JHOZYZ5WPEXWR477VH72

Criteria09

28
OCT
2022

ACTIVE CRITERIA

Corporate Rating Criteria
28
OCT
2022

EXPIRED CRITERIA

Sector Navigators: Addendum to the Corporate
Rating Criteria - Effective from 28 October 2022
to 12 May 2023

01
DEC
2021

EXPIRED CRITERIA

Parent and Subsidiary Linkage Rating Criteria -
Effective from 1 December 2021 to 16 June 2023

15
OCT
2021

EXPIRED CRITERIA

Sector Navigators - Addendum to the Corporate
Rating Criteria - Effective from 15 October 2021
to 15 July 2022

15
OCT
2021

EXPIRED CRITERIA

Corporate Rating Criteria - Effective from 15
October 2021 to 28 October 2022

Analysts10

Barbara Chapman, CFA

Primary Rating Analyst

Ivana Ergovic

Secondary Rating Analyst

https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-28-10-2022
https://www.fitchratings.com/research/corporate-finance/sector-navigators-addendum-to-corporate-rating-criteria-28-10-2022
https://www.fitchratings.com/research/corporate-finance/sector-navigators-addendum-to-corporate-rating-criteria-28-10-2022
https://www.fitchratings.com/research/corporate-finance/sector-navigators-addendum-to-corporate-rating-criteria-28-10-2022
https://www.fitchratings.com/research/corporate-finance/parent-subsidiary-linkage-rating-criteria-01-12-2021
https://www.fitchratings.com/research/corporate-finance/parent-subsidiary-linkage-rating-criteria-01-12-2021
https://www.fitchratings.com/research/corporate-finance/sector-navigators-addendum-to-corporate-rating-criteria-15-10-2021
https://www.fitchratings.com/research/corporate-finance/sector-navigators-addendum-to-corporate-rating-criteria-15-10-2021
https://www.fitchratings.com/research/corporate-finance/sector-navigators-addendum-to-corporate-rating-criteria-15-10-2021
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-15-10-2021
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-15-10-2021


CREDIT-RELEVANT ESG SCALE

How relevant are E, S and G issues to the overall credit rating?

* ESG Relevance is applicable for international scale ratings only

5

Highly relevant, a key rating driver that has a signi�cant impact on

the rating on an individual basis. Equivalent to "higher" relative

importance within Navigator.

4

Relevant to rating, not a key rating driver but has an impact on the

rating in combination with other factors. Equivalent to "moderate"

relative importance within Navigator

3

Minimally relevant to rating, either very low impact or actively

managed in a way that results in no impact on the entity rating.

Equivalent to "lower" relative importance within Navigator.

2 Irrelevant to the entity rating but relevant to the sector.

1 Irrelevant to the entity rating and irrelevant to the sector

Ratings Key Outlook Watch

POSITIVE

NEGATIVE

EVOLVING

STABLE  

* Ratings displayed in orange denotes EU or UK Unsolicited and Non-

Participatory Ratings

Where there was a review with no rating action (Review – No Action),

please refer to the “Latest Rating Action Commentary” for an explanation

of key rating drivers

*Premium Content is displayed in Fitch Red
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NEWS RELEASE 
News Releases 

Featured CommunitY. 
News Alerts Bill Sum:iort 

Stories Involvement 

News News Releases News Release 

August 16, 2023 

AEP COMPLETES SALE OF UNREGULATED RENEWABLES 
ASSETS 

Regional News Media Contacts 

SHARE 

COLUMBUS, Ohio, Aug. 16, 2023 - American Electric Power (Nasdaq: AEP) has completed the sale of its 1,365-megawatt 

(MW) unregulated, contracted renewables portfolio to IRG Acquisition Holdings, a partnership owned by lnvenergy, CDPQ 

and funds managed by Blackstone Infrastructure, at an enterprise value of $1.5 billion including project debt. AEP nets 

approximately $1.2 billion in cash after taxes, transaction fees and other customary adjustments. 

"This sale is part of our strategy to streamline and de-risk the business and focus on our regulated operations," said 

Julie Sloat, AEP president and chief executive officer. "Over the next five years, we plan to invest nearly $40 billion primarily 

in our regulated wires and generation businesses. The proceeds from this sale will be used to continue to modernize the 

energy grid, shift to a more balanced generation portfolio and enhance service for our customers while strengthening our 

balance sheet." 

AEP signed an agreement to sell the assets in February 2023 and obtained approval from the Federal Energy Regulatory 

Commission, clearance from the Committee on Foreign Investment in the United States and approvals under applicable 

competition laws. 

The sale portfolio includes 14 projects, representing 1,200 MW of wind and 165 MW of solar in 11 states. The 

renewable power from the proJects is contracted under long-term agreements with other utilities, corporations and 

municipalities. 

J.P. Morgan served as lead financial advisor and Citigroup Global Markets served as financial advisor to AEP for thi~ 

transaction. Hunton Andrews Kurth LLP served as legal counsel to AEP. 

American Electric Power, based in Columbus, Ohio, is powering a cleaner, brighter energy future for its customers and communities. AEP's approximately 

17,000 employees operate and maintain the nation's largest electricity transmission system and more than 225,000 miles of distribution lines to safely 

deliver reliable and affordable power to 5.6 million regulated customers in 11 states. AEP also is one of the nation's largest electricity producers with 

nearly 29,000 megawatts of diverse generating capacity, including approximately 5,800 megawatts of renewable energy. The company's plans include 

growing its regulated renewable generation portfolio to approximately 50% of total capacity by 2032. AEP is on track to reach an 80% reduct ion in carbon 

dioxide emissions from 2005 levels by 2030 and has committed to achieving net zero by 2045. AEP is recognized consistently for its focus on sustainability 

community engagement, and diversity, equity and inclusion. AEP's family of companies includes utilities AEP Ohio, AEP Texas, Appalachian Power (in 

Virginia and West Virginia), AEP Appalachian Power (in Tennessee), Indiana Michigan Power. Kentucky Power, Public Service Company of Oklahoma. and 

Southwestern Electric Power Company (in Arkansas. Louisiana. east Texas and the Texas Panhandle). AEP also owns AEP Energy, which provides 

innovat ive competitive energy solutions nationwide. For more information, visit aep.com. 

I\ 
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OTHER NEWS RELEASES 

September 22, 2023 

KENTUCKY POWER 
ISSUES REQUEST FOR 
PROPOSALS FOR 
GENERATION 
RESOURCES 

Read more 

August 21, 2023 

AEP Board Elects Sloat 
Chair, Names Stoddard 
Board Member 

The Board of Directors of American 

Electric Power has elected Julie Sloat 

chair of the Board, effective Oct. 2. 

Sloat is AEP's president and chief 

Read more 

B2B & SUPPLIERS 

RECREATION 

COMMUNITY INVOLVEMENT 

ENVIRONMENT 

SAFETY & HEALTH 

August O 1, 2023 

AEP RECOGNIZED AS 
ONE OF THE BEST 
COMPANIES TO WORK 
FOR 

Read more 

Use of this site constitutes acceptance of the AEP Terms and Conditions. © 1996-2023 American Electric Power Company. Inc All 

Rights Reserved. 

REQUIRED INTERNET POSTING I SITEMAP 

PRIVACY POLICY I COOKIE SETTINGS I YOUR PRIVACY CHOICES 
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Date Risk-free Rate (Rf) Rf (%)

Kroll

Recommended U.S. 

ERP (%)

What 

Changed

Current Guidance:

June 8, 2023 − UNTIL FURTHER NOTICE* Normalized 20-year U.S. Treasury yield* 3.50* 5.50 ERP

October 18, 2022 ‒ June 7, 2023 Normalized 20-year U.S. Treasury yield 3.50 6.00 ERP

June 16, 2022 ‒ October 17, 2022 Normalized 20-year U.S. Treasury yield 3.50 5.50 Rf

April 7, 2022 ‒ June 15, 2022 Normalized 20-year U.S. Treasury yield 3.00 5.50 Rf

December 7, 2020 ‒ April 6, 2022 Normalized 20-year U.S. Treasury yield 2.50 5.50 ERP

June 30, 2020 − December 6, 2020 Normalized 20-year U.S. Treasury yield 2.50 6.00 Rf

March 25, 2020 − June 29, 2020 Normalized 20-year U.S. Treasury yield 3.00 6.00 ERP

December 19, 2019 − March 24, 2020 Normalized 20-year U.S. Treasury yield 3.00 5.00 ERP

September 30, 2019 − December 18, 2019 Normalized 20-year U.S. Treasury yield 3.00 5.50 R f

December 31, 2018 − September 29, 2019 Normalized 20-year U.S. Treasury yield 3.50 5.50 ERP

September 5, 2017 − December 30, 2018 Normalized 20-year U.S. Treasury yield 3.50 5.00 ERP

November 15, 2016 − September 4, 2017 Normalized 20-year U.S. Treasury yield 3.50 5.50 R f

January 31, 2016 − November 14, 2016 Normalized 20-year U.S. Treasury yield 4.00 5.50 ERP

December 31, 2015 Normalized 20-year U.S. Treasury yield 4.00 5.00

December 31, 2014 Normalized 20-year U.S. Treasury yield 4.00 5.00

December 31, 2013 Normalized 20-year U.S. Treasury yield 4.00 5.00

February 28, 2013 – January 30, 2016 Normalized 20-year U.S. Treasury yield 4.00 5.00 ERP

December 31, 2012 Normalized 20-year U.S. Treasury yield 4.00 5.50

January 15, 2012 − February 27, 2013 Normalized 20-year U.S. Treasury yield 4.00 5.50 ERP

December 31, 2011 Normalized 20-year U.S. Treasury yield 4.00 6.00

September 30, 2011 − January 14, 2012 Normalized 20-year U.S. Treasury yield 4.00 6.00 ERP

July 1 2011 − September 29, 2011 Normalized 20-year U.S. Treasury yield 4.00 5.50 R f

June 1, 2011 − June 30, 2011 Spot 20-year U.S. Treasury yield Spot 5.50 R f

May 1, 2011 − May 31, 2011 Normalized 20-year U.S. Treasury yield 4.00 5.50 R f

December 31, 2010 Spot 20-year U.S. Treasury yield Spot 5.50

December 1, 2010 − April 30, 2011 Spot 20-year U.S. Treasury yield Spot 5.50 R f

June 1, 2010 − November 30, 2010 Normalized 20-year U.S. Treasury yield 4.00 5.50 R f

December 31, 2009 Spot 20-year U.S. Treasury yield Spot 5.50

December 1, 2009 − May 31, 2010 Spot 20-year U.S. Treasury yield Spot 5.50 ERP

June 1, 2009 − November 30, 2009 Spot 20-year U.S. Treasury yield Spot 6.00 R f

December 31, 2008 Normalized 20-year U.S. Treasury yield 4.50 6.00

November 1, 2008 − May 31, 2009 Normalized 20-year U.S. Treasury yield 4.50 6.00 R f

October 27, 2008 − October 31, 2008 Spot 20-year U.S. Treasury yield Spot 6.00 ERP

January 1, 2008 − October 26, 2008 Spot 20-year U.S. Treasury yield Spot 5.00 Initialized

Kroll Recommended 

U.S. Equity Risk Premium (ERP) and 

Corresponding Risk-free Rates (R f ); 

January 2008–Present

For additional information, please visit

kroll.com/cost-of-capital-resource-center

"Normalized" in this context means that in months where the risk-free rate is deemed to be abnormally low, a proxy for a longer-term sustainable 

risk-free rate is used. 

* We recommend using the spot 20-year U.S. Treasury yield as the proxy for the risk-free rate, if the prevailing yield as of the valuation 

date is higher than our recommended U.S. normalized risk-free rate of 3.5%. This guidance is effective when developing USD-

denominated discount rates as of June 16, 2022 and thereafter.

KRC#LL 



To learn more about cost of capital issues, and to ensure that you are using the most recent Kroll's Global Cost of Capital Inputs, visit 

kroll.com/cost-of-capital-resource-center.  

This and other related resources can also be found in the online Cost of Capital Navigator platform. To learn more about the Cost of Capital 

Navigator and other Kroll valuation and industry data products, visit kroll.com/costofcapitalnavigator.
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