
I N  THE MATTER OF: 

THE APPLIICATIION OF HCENTUClCY POWER COMPANY FOR: 
( E )  A CERTIFICATE OF PIJBLIC CONVENIENCE AND NECESSITY 
A U T ~ - ~ O ~ ~ ~ ~ ~ G  THE T ~ A N S F E R  TO THE COMPANY OF AN 
UNDIVllDED FIFTY PERCENT liNTEREST 1N THE MITCHELL 
GENERATlNG STATION AND ASSOCIATED ASSETS; ( 2 )  APPROVAL ) 
OF THE ASSUMPTION BY KENTUCKY POWER COMPANY OF 
CERTAIN L I A ~ ~ L ~ T I ~ S  IN C ~ N N ~ C T ~ O N  Wl[Tltl[ THE TRANSFER OF)  
T H E  MBTCNELL ~ E N E R A T I N 6  STATION; (3 )  ) CASE NO. 2012-00578 
RULINGS; (4) DEFERRAL OF COSTS INCURRED IN CONNECTION ) 
WITH THE COMPANY’S EFFORTS TO MEET FEDERAL CLEAN AIR)  

ELATED ~ E Q ~ I R E ~ ~ N T S ;  5 )  FOR ALL OTHER ) 
APPROVALS AND RELIEF ) 

) 

) 
) 

1 

) 



The undersigned, Mark A. Beclter, being duly sworn, deposes aiid says lie is the 
Manager, Resource Plaiiiiiiig for American Electric Power Coinpany that lie has personal 
luiowledge of the iiiatters set forth iii the foregoing responses for which lie is the 
identified witness and that the information contained therein is true aiid correct to tlie best 
of his inforiiiation, luiowledge arid belief 

Mark A. Beclter 

STATE OF OKLAHOMA 

COLJNTY OF TULSA 

1 
) CASE NO. 2012-00578 
) 

Subscribed and sworn to before ine a Notary Public in and before said County 
aiid State, by Mark A. Beclter, this tlie /y dayqf March, 2013. 

n 

My Comiiiission Expires: 227// 



The undersigned, Karl R. Blelzacker, being d ~ d y  sworn, deposes a i d  says he is Director, 
Fundamental Analysis for American Electric Power, that he has personal knowledge of 
the matters set €orlh in tlie forgoing iesponses for which he is the identified witness and 
that the information contained therein is true and correct to the best of his information, 
knowledge, and belief. 

STATE OF OHIO 1 

COUNTY OF FRANIUJN 1 
) CASE NO. 2012-00578 

Subscribed and sworn to before me a Notary Public in and before said County 
and State, by Karl R. Bletzacker, this the i qb day of March 2013. 

1 Holly M. Char1 
: Notary Public-State 
' My Commission Emires 

i 

My Commission Expires: 1 LVK.9 
I 

. AAcarch 7 ,  2016 



The uiidersigiied, Je€fery D. LaFleur, being duly sworii, deposes and says lie is Vice 
President Generating Assets APCO/KY, that he has personal knowledge of tlie matters 
set forth in tlie forgoing responses €or wliicli he is tlie identified witiiess and that tlie 
iiiforinatioii contained tliereiii is true and correct to the best of his in€orination, 
luiowledge, and belie€ 

, STATE OF WEST VIRGINIA ) 
) Case No. 2012-00578 

COUNTY OF KANAWHA 

Subscribed and sworii to before me, a Notary Public in and before said County 
and State, by Jeffery D. LaFleur, this the day of March 20 13. 

4 OFFICIAL SEAL 

NOTARY PUBLIC 
DQRQTMY E. Dil!l..Y.4W 

STATE OF WEST ViRGlNlA c 

APPALACWlGld PG\i  ER 4 
PO COX 1986 

My Coinrnissioii Expires: J / h , P  



Tlie undersigned, Karl A. McDerrnott, being duly swoi-ri, deposes and says he is the 
Special Consultant with NERIA that lie has personal lonowledge of the inatters set forth in 
the forgoing responses for which he is the identified witiiess and that the infomation 
contained therein is true and correct to the best of his information, lonowledge, and belief 

Karl A. McDeiinott 

STATE OF ILLINOIS 1 

COUNTY OF CI-IAMPAIGN 1 
) CASE NO. 2012-00578 

Subscribed and sworn to before me, a Notary Public in and before said County 
and State, by Karl A. McDerrnott, this the / day of March 20 13. 

My Conmission Expires: \ [ - - , ( .  ~JLJL. 



Thc itiideisigiied, Gregoiy G Pauley, being duly swoiii, deposes and says he IS  ~ h c  
1'1 esideiil aiid Chief Operating Officer for Kentucky Powei Coiii]~n\/, that hc llcls 

petssoiial knowledge of tlie iiiatters set €out11 iii tlie I'oigoing iespoiises foi \vhicli he j h  t h r ,  
itlentiiied witness aiid that the information coiitaiiied therein is ti tie and coi iect 10 thc kest 
ol his iii1oiiiiatioii, kiiowiedge aiid belief 

C'O MM ON WEALTH OF I< ENTUCK Y ) 

COIJNTY OF FRANI<L,IN ) 
) CASE NO. 2012-00578 

Subscribed and sworii to before me, a qotary Public in aiid bel'ore said County 
-?',c/, and State, by Gregory G. Paiiley, this the bL9 day oIMarch 2013. 



The undersigned, Scott C. Weaver, being duly swoni, deposes and says he is Managing 
Director Wesorirce Plaimirig and Operation Analysis for American Electric Power, that lie 
has personal luiowledge of the iiiatters set forth in tlie forgoing responses for which lie is 
tlie identified witness aiid that the information contained therein is true and coi-rect to the 
best of his inforiiiation, knowledge and belief 

Scott C. Weaver 

STATE OF OHIO ) 

COUNTY OF FRANICEIN 1 
) CASE NO. 2012-00578 

Subscribed and swoi-n lo before me, a Notary Public in and before said County 
and State, by Scott C. Weaver, this the b+-." day of M a c h  2013. 

r? 



‘The undersigned, Raiiie I<.. Wohnhas, being duly sworn, deposes aiicl says lie is the 
Planaging Director Regulatory and Finance for I<.eiitucky Power, thal he has lxrsonal 
I~nowledge of the matters set forth in the forgoing respoiises for \vhicli he is the iclcnti lied 
witness and that the iiifooumatioii coiitaiiied therein is true and correct to the best 01‘ his 
iiiibriiiation, knowledge, and belief 

I, 

Raiiie I<.. Wohiilias 

CUM MON WEALTH OF ICENTIJCICY ) 
) CASE NO. 2012-0057s 

COlJNTY OF FRANICLJN 1 

Sidxcribed a i d  sworn to berore me, a Notary Public in and before said (’()tint!( 
and  State, by Iiaiiie I<. Wohidias, this the /S%lay of March 2013. 



Refer to the Company's respoiise to ICIUC 1-.54d. The response states that it usecl the 
same coiiiiiiodity forecasts as in Virginia aiid West Virginia. It appears that is not the 
case as the Company's testiinoiiy in West Virginia indicates that the CO2 forecasts ~isecl 
in that case are the same for tlie Base, Low aiid I-Iigh forecast. 

a What did the Coiiipaiiy iiieaii wlieii it said they were tlie same, and why clicln't it 
consicler this to be a difference in Corecasts? 

b Do tlie €orecasts in West Virginia iiiiply that in that proceeding the Coiiipaii)/ did not 
believe that CO2 prices would cliaiige wlieii iiatiiral gas €orecasts cliaiigecl. but  in  the 
I< eiitucky proceeding it does? Please explain. 

SPONSE 

To be cleai, the defiiied term "Coiiipaiiy" is Kentucky Power Company This iesponse is 
provided with the recognition that Ihitucky Power Coiiipaiiy did iiot Iile testimony i n  
West Virginia or Virginia. 

a. Tlie effect of CSAPR is essentially immaterial after tlie April 15, 201 5 cflcctive date 
o l  the Mercury aiid Air Toxics Standards. 

b Any CO2, differences within the faiiiily of liuldaiile1itds Corecasts are cle minimis 

WITNESS: Kai-1 R Bletzaclcer 



Refer to the Company's response to KIUC 1-55" Tlie Bletzaclcer testimony at page 4, 
h i e  20, states that an aiialysis is performed producing a "price elasticity of supply over 
time." The Company's answer states that this work did not necessitate the creation 01' 
workpapers yet there is a inatliematical formula representing the corre 1 at ion between 
iiicreases aiid decreases in iiatural gas coiisumptioii and natural gas prices. Tlie aiis~ver 
states that 110 workpapers had to be created, aiid refers to IWSC 1-31d. ICPSC 1-3lcl 
provides no additional insight. Even if there are 110 workpapers there liad to be a method 
used with iiiputs aiid outputs that led to tlie elasticity data as discussed in Mr. Bletzacker's 
testimony, "elasticity, wlieii applied to ALKO~~XMP." The Coiiipaiiy should provicle the 
elasticity information that was created, aiid the aiidysis and workpapers created \~Iieii the 
elasticity data was applied to the A~iroraXMP iiatural gas burn tliat prod~iced ;i 
corresponding cliaiige in gas prices. 

Please refer to SC 2-38 

BTNIESS: Karl R Bletzaclter 



Refer to the Company's respoiise to I<IUC 1-58. This response indicates that l\41- 
Bletzaclcer's cliart on page 5 of his testiiiioiiy includes more than 2. year old data, since the 
respoiise indicates that the EIA data is from the AEO 2,Ol 1, which 1101-inally lias a h s t  
release in December of the prior year, in this case, Deceiiiber 20 10. 

a. Why didn't the Company show the latest forecast, AEO 201.3, or at a minimum the 
AEO 2012 forecast? 

b. Please provide ai1 updated graph, electroiiically in spreadslieet format, as 1 ouiicl 011 

page 5, but with the AEO 2013 forecast. 

c If the Company has in its possession iiiore up-to-date CERA, PIRA- and 
WoodMaclteiizie i'orecasts, please supply those forecasts electronically, spi eaclsheet 
loormat preferred, and also provide another graph with those updated Cool ecasts, and 
tlie iipclated AEO lorecast compared to the Coiiipaiiy's forecasts. 

a. Tlie AE0201.3 Early Release Overview was not available for review until December 
2012, leaving insufficient time for Coiiipaiiy review. The 2012 EIA natural gas 
price forecast is not a direct comparison to tlie others represeiited on the  char^ at 
Bletzaclter page 5 because tlie natural gas pricing forecasts from the 13A /-\EO I Y ~ K  

created uiider the assuiiiptioii that current laws aiicl regulatioiis veillain Linchaiigecl. 
wliich iiieaiis that even reasonably known aiid emerging regulations are specilically 
excluded. 

b. No natural gas price coiiiparison chart lias been created siiice the oiie shown in  
Bletzaclcer Direct at page 5. 

c. No natural gas price comparison chart has been created siiice the oiie shown in  
Bletzaclter Direct at page 5. Pursuant to liceiisiiig provisions, CERA, P I R A  and 
WoodMaclteiizie aiid certaiii Trade Press iiilbrmatioii aiid forecasts C;II inot be 
ctisliibutecl to lion-licensees. 



Refer to tlie Coiiipaiiy's respoiise to KIIJC 1-60. This was respoiisive to a repes t  for 
\vorlq~apers that derived tlie high aiid low gas forecasts (aiid otlier forecasts) li-om the 
base case. The Coiiipaiiy respoiided that it did develop the high and low from the mean. 
The Coiiipaiiy was aslted to provide all analyses, yet oiily pasted iii results were iiiclucied 
in the supplied spreadslieet. The Coiiipaiiy indicated that a statistical analysis was 
performed, thougli iioiie was supplied. Please provide the detailed aiialyses as recluested, 
electronically, in spreadsheet .forinat with 110 values pasted in. Also, please s~ipply a 
iiarrative clescriptioii in detail that explaiiis the process followed (step-by-step) to create 
tlie forecasts. 

The spreadsheets supplied in ICITJC 1-60 are MSExcel files that gather salient output 
from the A~iroraXMP Electric Market Model. No critical calculations are perfoi-iiiecl 
witliiii the aforeiiieiitioned spreadsheets; coiisequeiitly the cell coiiteiits are values and iiot 
formulae. The Coiiipaiiy is a subscriber of Logical Information Machiiies ("L,Th/I " ) which 
is a ~~rovider of eiiergy iiiarltet data. Staiidard deviation aid iiieaii are autoiliatically 
provided for all data results froiii LIM system queries. Because of this subscl-iptive 
service, iio archive was maintained. 

The Coiiipaiiy's creation of high and low fiiels cases begiiis with the statistically- 
generated fiiel deviatioiis. Sigiiificaiit cliaiiges in price will liltely yield electric 
generation fbel buriis that warraiit subsequeiit fuel price adjustiiieiits that maintain a 
reasonable ratio of % change of coiisuiiiiptioii to 9'0 change of price. These "l-eeclbaclt 
loops" iiiay also affect other geiieratioii options as they become more in- or o~it-of-the- 
iiioiiey as a new-build optioii. Likewise, einissioiis values iiiay be altered to realize 
iiiteiiclecl eiiiissioiis targets. TJltiiiiately, the A L K O ~ ~ X M P  Electric 1Cfarltet Mode I 
deteriiiiiies locatioiial eiiergy/capacity values along with tlie long-teriii generation 
resource mix. 



Y 

Rekr  to tlie Company's response to IUUC 1-62. Please explaiii how iiiarltet piices ol' 
capacity are derived in A L I ~ o ~ ~ .  

For instance, does A~ir01-a develop a long term expaiisioii plan for the cntire P.IM 
region based on certain reserve margin criteria? 

b. If A~ir01-a does develop a market price forecast based on a reserve margin criteria, 
would that imply that wlieii A~irora added eiiougli capacity to meet the reserve 
iiiargiii the market would then be in equilibrium aiid tlie iiicu-ltet cost as reported in 
SCW-3 would just be equal to tlie cost of a iiew resource? 

c. Then is it true tliat afkr it reached eq~iilibrium, tlie cost woiild just escalate at 
inflation over time as A L K O ~ ~  would lteep adding eiiougli capacity as iieedetl to mect 
reserve margin? 

d. What does the inarltet capacity value correspond to in tlie PJM construct? 

e Please supply the iiioclel used €or developiiig tlie cost o€ that new resouicc 
supply tlie workpapers Cor this electroiiically with all f'oriiiulas intact 

Pleasc 

RESPONSE 

a Yes. ALKOEIXMP develops long-term expaiisioii plans for tlie eiitirc Eastei i i  

Interconnect, ERCOT, aiid WECC, which are based ~ipoii reserve margiii critci i a 

b. No. Simplistically, tlie capacity value is equal to tlie iion-energy value necessary to 
justifj iiivestiiieiit in tlie unit. In other words, the reveiiues from the sale(s) 0:' 

energy plus the capacity reveiiues are necessary to Iteep the least-economic unit in 
the fleet available for dispatch. ALKO~~XMP'S  logic adds aiicl retires generation 
resources based upon "luiowledge" of fiiture iiiforiiiatioii such as f k l  prices, 
traiisiiiissioii constraints, geiieratioii capital costs aiid operating expenses. 'T'his 
forward-looltiiig iiifo:'onllatioii, in reality, is tlie obstacle to "equilibrium". 



c No. Please see (b.) above. 

d Please see (b.) above. The PJM RPM market values provided are for tlzc I ?-month 
period €roiii Julie 1st thiougli May 3 1st ("Planning Period"). These iesidts m u s l  l7c 
iiiodified to reflect the Company's caleiidar year reporting. The Coiii11aiiy I cllccts 
PJM RPM marltet values tlx-ough the 201 4/201S Plaiiiiiiig Period The Aiiioi aXMP 
Energy Market Model is the source for capacity values where aiid wlzen a loiiiial 
capacity market does not exist. This wonld include SPP and post-20 16 PJR/l 

e. Tlieie is no iiiodel for the cost of new generation resources. Generally, thc EIA's 
"Updated Capital Cost Estiiiiates €or Electricity Geiieratioii Plants" is sufficient I t  
can be foiiiict at l i~~~: / /~~ .e ia .gov/o iaf /bec l t~~~la i i tcos ts / i~ ic lex . l~ t i i~ l .  

TVHTNESS: Karl R Bletzaclter 



Reler to the Capacity Value table in Exliibil SCW-? : 

a The table indicates a drop o€ market prices in lialf froiii 2012 to 2013 Please e.cplain what 
caused that drop and supply the workpapers that coiitaiii tlie aiialysis/assuiiiptioiis, ctc lhat 
led to that drop. Please supply this electronically with all formulas intact. 

17. Tlie table indicates a rise to a peak by 2016, mid then a drop once again. Please 
describe/cliaracterize what liappeiis by 20 16 such that the market prices peak in that year, 
aiid explain why tlie market prices drop of1 for about 5 years before reacliiiig the same p i n t  
as 20 1 6 once again. Please supply tlie worlspapers that coiitaiii the aiialysis/assuiiiptioiis, etc 
that develop the values indicating this behavior. Please supply this electronically with all 
on-iiiulas intact. 

a. The market forces of PJM's Reliability Pricing Model ("RPM") dictated the P3M capacity 
values provided by tlie Fuiidaiiieiitals Aiialysis Group for 2,O 12 aiid 20 13. 'The RPM is 
PJM's capacity market model, iiiipleiiieiited in 2007 and based upon auction-based capacity 
comiiiitiiieiits made t lme years diead. It is PJM's design to create loiig-.teriii p i c e  signals to 
attract iieedecl iiivestiiieiits in reliability iii the PJM region. Please refer to 
"littp://www.~~jm.com/iii~ltets.-aii~-o~~~ratioiis/r~~iii.as~~x" for furtlier information. Tlie 
capacity values are a discrete output of the AURORAxiiip Energy Marltet Model where a 
foi-mal capacity iiiarltet does not exist. See also, tlie coiiipaiiy's response to ICIUC' 2-.5(cl) 

b. Generally, the iiicrease in capacity values prior to 2.01 6 and tlie decliiie of capc i ty  values 
post-20 16 is due to the retirement of inefficient coal-fired electric generation units and their 
subsequeiit replaceiiieiit due to the Mercury aiicl Air Toxics Staiidarcls rule. The capacity 
values are a discrete output of the AURORAxiiip Energy Marltet Model where a .formal 
capacity iiiarltet does iiot exist. See also, tlie coiiipaiiy's response to IWJC 2.-S(d). 

IVITNESS: Karl Bletzaclter/Scott Weaver 



KPSC Case No. 201 2-08578 

Item No. '7 
Page I of 1 

Y 

RE 

Relcr to tlie Company's respoiise to ICIUC 1-9. This question aslted for the ieveiiue 
iequii eiiieiit iiiodels for tlie 20 aiid 50 percent Mitchell acquisition coiifiguiation. The 
response indicated the iiiforiiiatioii is located tvitliiii Strategist. The iiifbi iii~i~ioi1 111 

Strategist appears to be Base Cost Without AFUDC ($/ltW) aiid Leveliaed Ch,ii gc Rate 
(%) Those esseiitially are the assuiiiptioiis used in Strategist Poi pi ocluciiig capi[al 
ievemie iequireiiieiits but those values iiiost liltely were the result of other aiialyses 'I 111s 
IS to request all aiialyses, worltpapers, iiieiiios, aiid documentation of aiiy ltiiid that exists 
coiiceiiiiiig the developiiicnt of the Rase Cost Without AFUDC ($/ltW) aiid I-,evelizccl 
Charge Rate for each such iiiputs found in aiiy of tlie Strategist databases, iiiclutliiig 111c 
inputs associated with tlie Mitcli 

See iespoiise to I<IT.JC 1-31 file iiaiiied ML12 Transfer STRAT INPUT DA I'A4 uls 
which provides the requested iiiforiiiatioii. 

S S :  Mark BecltedRaiiie I< Wohiihas 



Please supply all tools used to extract data from Strategist and theii enter that clata into the 
sp~eaclslieet used to create iiet present value analyses. This could include teniplates, 
spreactslieets, prograiiis, templates for tlie Strategist Report Agent. Please provicle these 
tools electronically in native format. 

See the eiiclosed CD €or tlie Strategist Repoit Agent teiiiplate(.tpl) files used to estiact 
the iequired data €rom Strategist aiicl enter it into the spreadslieets(.xls), typically callcd 
"2-Pagersf', used to create the iiet preseiit value analyses. The 2-Pager spieadsheet used 
to crcatc the net preseiit value aiialyses for a particrrlar Big Saiicty Option i s  depeiidcnt on 
the level of Mitchell transfer (No Mitchell Transfer, 20% Mitchell Tianski, oi  50% 
Mitcliell TiaiisPer) aiid the coiiiiiiodity price sceiiario (FT CSAPR (Base) PI icing, No 
Carbon Pricing, Early Carbon Priciiig, High Baiid Pi icing, or Low Band Piking) Thc 
SAV files (see attached ZIP file) are necessary to create the Base aiid Base2 tabs 111 the 

2-Pager spreadsheets Tor each coiiiiiiodity price forccast. 



ower Y 

Please provide step by step iiistructioiis of tlie process used to extract the outpiit I'lom 
Strategist to input into tlie net present value spreadsheets. For example, is it iiecessai-y to 
extract results o r  Ohio Power or oiily KPCO? This slioulcl explain what spreadsheet, 
what tabs, what tools, aiid what cells iieed to be filled in oiice a Strategist ruii has beeii 
completed. 

Using tlie Strategist Report Ageiit files, 2-Pager Excel files, .SAV files lo'ouiicl in response 
to ICIUC, 2-8 perforin tlie followiiig steps: 

1. Opeii Strategist and load tlie 3 Report Ageiit templates .TPL files (East C'liangc 4 .  
East Change 3 aiid East Cliaiige 1) using the File Iiiiport Report(s) function unctei the 
Report Ageiit icon. 

2.. Opeii the .SAV file in Strategist lor tlie desired Big Sandy Option 
( 1 A, 1 B ,2 A ,2B, 3 A, 3 R,4A,4B, SA, 5 B ,6) uiider the desired Commodity Price S ceiiai i o 
(FT-CSAPR(Base), Low Band, High Band, No Carbon, Early Carbon). 

3 .  LJsiiig the Report Ageiit icon, select Send Now for the 3 Report Agent tcinplatcs 
loaded in Step 1 

4. Select the Generate Reports button. 

5 .  From each NE0 Pivot Cube, select File Seiid To 



In  the Seiid To box, Uiider File Name: select the Excel file loi the desiiccl 131% 
Sandy Option aiid coiiiinodity price sceiiario Uiicler Slieet: iise tlie l o 1  loivi 11% 

iiiappiiig Tor each .TPL file: 
For the 2012 ICPCo Cliaiige 4.TPL the Sheet iiaiiie is East Change4 Select OK 
For the 2012 ICPCo Cliaige 3.TPL tlie Sheet iiaiiie is Cliaiige3h 
For the 20 12 ICPCo Cliaiige 1 .TPL tlie Sheet iiaiiie is Cliaiige 1 
As each sheet is writteii out to the desireci Excel file, Save the Excel file and ictuiii 

to Strategist aiid load anotlier of tlie 3 sheets. 

Oiice the Excel file has beeii loaded with these 3 sheets aiid Saved, open the Eucel 
file aiid go to tab Cliaiige3A Coluiiiii A h  aiid chaiige the value i n  A n 5  to 23 6029 
In cells AA6 to AA.? 1 cliaiige the values to 8.59 I 

Now that the data for a selected Big Saiidy optioii have beeii loacled into tlie _?-Pager 
Excel file, tlie iiest steps in tlie process load data fi-om the 2 PAGER.SAV lilc into 
tlie Base aiid Base2 tabs ol' the 2-Pager Excel file. 

In  Strategist, opeii the appropriate 2 PAGER.SAV Cor the desired comiiiocli cy 111 ice 
sceiiario. 

Usiiig steps siiiiilar to Step 3-6 above, data rroiii Strategist will be loaclcd by Repoit 
Ageiit into tlie Base aiid Base2 tabs for tlie clesiiecl 2-Pager file. LJiitlei thc Sheet 
use the followiiig iiiappiiig for the each .tpl file: 
Foi tlie 2012 ICPCO Cliaiige 1 .TPL the Sheet iiaiiie is Base 
For tlie 2012 ICPCO Cliaiige 4.TPL the Slieet iiaiiie is Base2 

I O .  Save tlie Excel file for further review. 

WITNESS: Mark A Beclter 



Item No. 10 
Page I of$=- 

Coiisider tlie following Net Present Value spreadsheet, #SA BS 1 Gas Convert -1- R.etire 
BS2, + 50% ML uiider FT-CSAPR.xls. It is clear vvliere Fuel Costs, Contract lievenue, 
r\/Iarl<et ReveiiuelCost, aiid Fuel & Traiisactioiis come from, as those values caii be traced 
to Strategist outputs. I-Iowever, for Carrying Charges, Iiicreiiieiital Fixed Le: Vas Costs, do 
those values traiisfer from the same Strategist r ~ u i ?  For example, Iiicreiiieiital Fixed & 
Var Costs in tlie tab IQCO sources to a tab identified as Base2 aiicl there is no indication 
where that data miglit come from. Please provide a "road map" aiid a clescrip[ion that 
sources the origin ofthe data fo~iiid in the WorltTab I<PCO aiid tlie data iii columns: 

a. Carrying Charges, 

b . Iiicreiiieiital Fixed & Var Costs 

c. Post Process Adjustinelit (Carrying Cligs) 

cl . Base Case O&M 201 1 -2,040 (cell J45) aiid (cell 1-45) Iiiclude in the desciiplion 
the purpose of' each coiiipoiieiit iiicludecl in tliese values. Also providc a copy ol 
all precursor source documents a i d  electronic spreadsheets with formulas I litact 

'The Carrying Cliarges aiid Iiicreineiital Fixed & Var Costs are produced by Strategist 

a. The Carrying Charges are produced by ruiiniiig Strategist froiii 20 1 1-2040 with 
the PROVIEW Diagiiostic Flag 5 = Y. 

b. The Iiicreiiieiital Fixed & Var Costs are developed usiiig Steps 8 aiid 9 01' [lie 
process outlined in tlie response to ICIUC 2-9. 



C See ICIUC 2-10, Attachment I on eiicloscd CD for tlic deiivatioii 01 tlic Po\t 
Process Adjustment (Cairyiiig Chgs) for the 20% a id  50% Mitchell TI ansleis 

d The Base Case O&M 201 1-2040 is the O&M cost lor the existing IQCo system 
prior to adding any Big Sandy options. This value is calculated using the process 
outliiied in the respoiise to ICIUC 2-9. 

WITNESS: Scott C Weaver 



Tii Sti ategist, the peak load i i ipt ,  iiistalled capacity, % firiii, capability ad justiiient, pcak 
adj ustiiieiit, aiid possibly other Strategist inputs, coiitrol tlie calculation oi thc I csei ve 
iiiargiii that is used to decide if capacity iiiust be added in the given year 

a. Please recoiicile the iiiputs in Strategist to llie Iiiteriial Deiiiaiid coluiiiii 111 Table 
SCW-1. Iiiclude in this an explaiiatioii tlie purpose of tlie Strategist Peak Deiiimrl 
Adj ustiiieiit i i ip t .  

b. Please reconcile the Iiistalled Capacity in Strategist to the Existing Capacj t y  and 
Plaiiiiecl Chaiiges column in Exhibit SCW-1. Iiiclude in this aii explaiiation 0 1  thc 
p r p  ose o r  the S trategis t Capability Adj ustiiieiit input. 

a. The purpose of the Strategist Peak Deiiiaiid Adj~ustiiieiit input is to adjust the peak 
cleiiiaiid iiiput into Strategist to iiiatcli the Total UCAP Obligation (Col~iiiiii 10) 01' 
Table 1-3 (or Table 1-4) of Exhibit SCW-1 with tlie iiiipact of tlie Forecast Pool 
Req't (Coluinii 7) of Table 1-3 of Exhibit SCW-1 reiiioved from the Total UCAP 
Obligation. Please see the ICIUC 2-1 1 on tlie eiiclosed CD for a recoiiciliatioii of tlie 
Interiial Deiiiaiid aiid the developiiieiit of the Strategist Peak Deiiiaiicl Ac!j~sti~ieiit. 

is. The purpose of tlie Strategist Capability Acljustiiieiit is to adjust the lnstalled 
Capacity iii Strategist to iiiatcli tlie Available UCAP capacity (Column 1 S) of the 
saine tables within Exhibit SCW-1. Please see IC.IUC 2-1 1 011 the eiiclosecl CD for a 
recoiiciliatioii of the Installed Capacity aiid the development of tlie Strategist 
Capability Adjiustiiieiit. 

SS: Mark A Beclter 



In Strategist, uiider CJAF.Parameter.Seaso11al Profile Entry, what are the following iiipilts 
used lor: 

a. Tpooll 1 through Tpool40 

b. Tdelv 1 1 tlirougli Tdelv4O 

r'i. Those profiles provide iiioiitlily scalers for the TCO-POOL,(Fuel Iiitlex 7 1 ) annual 
fLwl price. 

b. Those profiles provide iiioiitlily scalers for the TCO-DELV (Fuel Tiicles 73)  :innual 
hiel price. 

NESS: Mark A Beclcer 



In rcspoiise to IUUC 1-3 1, tlie Coiiipaiiy supplied iii€oriiiatioii that was iised to cicatc 
capitalheveiiue requireiiieiit inputs into Strategist. With regard to the file suppliet l 
coiiceiniiig Mitchell: 

a. 

17, 

C. 

Please provide a narrative explaiiatioii of the file explaining each of the worl<tabs 
aiid how tlie data entered into Strategist was created. 

On tlie tab Combined, please provide a detailed explaiiatioii of the derivation of row 
42, aiid supply all assmiptioiis aiid calculatioiis that led to tlie cieatioii of tlie pasted 
in values. 

Please stale wliere tlie values that were eiiterecl iiito Strategist are and tracc that to 
the inputs in Strategist. 

a. Tlie Mitchell 1, Mitchell 2, Mitchell I (.50%), and Mitcliell 2 (50%) tabs sumniarize 
the data from all other tabs. In those tabs, coluiiiii G row 7 tlxoiigh row 3 6 are the 
fixecl costs used in the Strategist model for GAF theriiial uiiits 193-1 96. 

The Template Capital Input tab produces the levelized carrying cliarges lor any 
oiigoiiig capital aiid transfer costs. 

The Coiiibiiied tab is the pasted sotiice summary tab lor Total OSLM, Capital. and 
Major Eiiviroiiiiieiital Capital. 

Tlie KPCo + APCo Rates tab coiitaiiis tlie source of the Company's AiiiiuaI 
Iiivestiiieiit Carrying Charges. 



Y 

The Coiiibiiied (UPDATE) tab is not used. 

The Sheell tab coiitaiiis the coiiipoiieiits for the Strategist GAF Unit Fuel Alisiliai-y 
Costs for GAF thermal units 19.3- 196. 

t i . 

c. 

See KIUC 2-1.3b Attachiiieiit 1x1s on the eiiclosed CD. 

See respoiise to part a. 

TNESS: Mark A Beclcer 



Iii iespoiise to IXJC 1-33, the Company styplied coiiiiiiodity forecast iiifoilnailon that 
was coiiveited to be entered into Strategist. 

a. The aiiiiiial peak and average purchase running rate values are identical betiveen the 
purchases aiid sales except some aiiiouiit has been added to the purcliase ~~a lucs .  
Please explaiii the reason for the dif€ereiice aiid the derivatioii of the value aclclecl to 
the purchase values. 

b. Please identify the specific Strategist inputs wliere the typical week 1 unniiig I ate 
shape has been loaded into Strategist. 

c. Please identify tlie specific Strategist inputs wliere the peak aiid average running i ate 
iiioiithly values have been loaded into Strategist. 

a. The purcliase values iiiclude a $Z.ZS/MWli adder. This adder represeiits tlie avei age 
clifferelice between the generator HUB aiid tlie AD HUB 

b. The typical week ruiuiiiig rate shapes Eioiii tab RLIB-S aiid RLIB __ P have been 
loaded iiito Strategist uiider the indexes fouiid in Iiip~it.GAI;.Iiiteicliaiigc Estei nal 
Mailcet Ruiuiiiig kite. 

c. The peak aiid average ruimiilg rate monthly values were iiot loaded into Sti ategist 
brit are talteii into accouiit during the development o l  the RLIBs that are loaclccl into 
Strategist (See respoiise to ICIIJC 2-14 b.). 

WITNESS:: Mark A Beclter 



In respoiise to ICITJC 1-33, the followiiig file was supplied: 
201 1 _ - -  09 23 Carbon - Ad,justed 201 1-2,040 RLIB-RDAT Typ Weekxlsx. Please discuss 
the Lollowiiigr 

a In tlie origTypWk Worlctab, how were the hourly typical week piofiles ( 1  68 houi ly 
values) derived for the period of Jaii 2010 througli Dec 2040? Was the data loi the 
period goiiig back to 2010 actual historic data, or was it a €orecast from data prioi to 
201 O? Please supply tlie workpapers used to create this data electronically. \\/it11 all 
€oimulas intact. 

b. Iii Tab, origTypWk, please explain what Tlir~i 201 0 ADHUB UiConelatecl 'fyp 
Week means, particularly explaiii what is iiieaiit by uiicorrelated. 

c. In Tab, origTypWk, please explain where the Target Fuiidaiiieiitals tlala comcs JiOm 
and the purpose of those values. Please provide all workpapers, in electronic 
spreadsheet format that was used to clevelop that data. 

d. In Tab, origTypWlt, please explain what Delta 01)s-Fcst data is used for Pleiisc 
provide all workpapers, in electronic spreadslieet Ioriiiat that used thosc values in 
any calculation of data that was timed into Strategist iiiput. 

e.  It appears RLIB aiicl RnAT iiiforiiiatioii was created and loaded into the database in 
.GAF files. Please supply all .GAF aiid .LFA files for the 55 cases. 

a. Tlie forecast period begins Jaiiuary 2,0 12. Any data iii the spreadsheet pi io1 to 20 12 
is not actual; it is from prior forecasts aiicl is iiot pertiiieiit to this forecast. 

The atlaclied file "8760-1iourly-Marltet-data.txt" coiilaiiis the soiii ce l o i  ecas[ccI 
hourly price file. 



The attaclied file "8'760 to I68 code.txt" coiitaiiis the SAS code that .\vas riseci to  
convert. tlie liouily source file to typical week. 

b The values in tlie Uiicorielated Typ Week coluiiiiis are the average of the houi s 101 

tlie indicated time peiiods. In this case, uiicorrelated simply iiieaiis the typical wccl\ 
Iiourly piices do riot yet yield averages equal to the target values. 

c. In Tab, origTypWlt, the Target Fuiidmieiitals data coiiies from the Compaiiy's 
coiiiiiiodity price forecast as referenced in Company's respoiise to IWSC 1 -29, 
"Price - Forecast - Noiiiiiial __ FTCA - CSAPR - 20 1 1-09-23 .slss"; those values are used 
to clevelop a iiiultiplier, calculated in tlie spreadsheet, to adjust the h o ~ i d y  \/ai lies 
such that averages for tlie iiidicated time periods equal the fhidaiiiental for.ec;rst. 

(1. The Delta Ops-Fcst data is for iiiforiiiatioii only. There are 110 workpapeis that used 
those values in aiiy calculation or data that was turned iiito Strategist input. 

e. See files in zip folder ICIUC 2-152 for all .GAF files that coiitaiii tlie RLJB data that 
was created aiid loaded into tlie S S  cases fouiid in the .SAV files proviclecl in 
respoiisc to ICTUC 1-27 c. Tlie RDAT inforimtion was not loaded iiito Strategist but 
was talteii into account during the developiiieiit of the RLIBs that were loatlecl into 
Strategist. The .LFA fiIes are also coiitained in the .SAV files provictecl in I~spoiise 
to KIUC 1-2.7 C. 

WITNESS: Mark A Beclter 



Y 

QUEST 

ICIUC 1-32 requested the iiiforiiiatioii to create SCW-3. Tlie respoiise iiidicatecl that [lie 
aiiswer woulct be fouiid in tlie respoiise to IWSC 1-2,9. In tlie file supplied in i.esponse to 
that DR, Price - ForecastNoiiiiiial-FTCA-CSAPR-~01 1-09-23 .xlsx, the \\ior.ktal-, 
Aiiiiual Prices Noiiiiiial coiitaiiied aruiual 011 aiid off peak iioiiiiiial PJM-AEP Gel1 1-1 LI b 
energy prices that iiiatclied what was in SCW-3. FIo~vever, tlie values were pasted in a i d  
this requests the arialysis used to derive the annual values. Please supply this 
electvoiiically in spreadsheet format. 

Tlie file "Piice Forecast Noiiiiiial FTCA CSAPR 2011-9? 2 3 . ~ 1 ~ ~ "  is thc iilc thit  
captuies tlie salient ou$& of ilie%~rora%MP Electric Market Model. Thci c 211 e no 
calc~~latioiis/€oriiiulas beiiig executed outside the AuroraXMP iiiodel 101 on- aiitl o I I -pcal~ 
eiiei gy values 



er Y 

In response to IUUC 1-33, tlie followiiig file was supplied: 
20 12(distribxitec12012 1 1 OG).xls. Please discuss the following: 

L,oiig-teim icst - . iuly 

a. Esplaiii what the purpose of this file is. 

b. Explaiii why there appears to be a July 2012 forecast, when the Compaiq~ has 
explained that its latest forecast was froiii 20 1 1. 

c. Please provide a narrative description of the process of coiivertiiig iiiPoimation in this 
Lile to tlie hiel price inputs in Strategist. If this is not the file used to create liiel cost 
inputs to Strategist froiii Coiimioclity forecasts froiii Mi. Bletzaclter, please supply tlic 
Gles in electroiiic spreadsheet €orinat aiid explain the process that \vas iisc( I to 
convert data to Strategist. Also, provide tlie specific iiiputs in Sti ategist where the 
data was loaded in. 

a. The file Long-term Fcst-July 2012 (distributed20 12 1 106) coiitaiiis tlie 'as-clelivered' 
solid fitel clata used in tlie Strategist modeling. 

?.. b. The forecast labeled J d y  2012. is riot a M I  coiiiiiiodity price forecxt., I he 
Company's most recent long term solid fiiel forecast was based 011 the 'FOB-\/I ine' 
(i.e", esclusive of pile-specific transportation costs) fuiidameiital forecast establ isliecl 
in Fall 2,O I 1. I-Iowever, a iiearer term forecast --which focuses more heavily on the 
current 'budget' year, plus tlie subsequeiit 2-3 year period-- iiiay be updated more 
frequently based 011 l<iiown, pile-specific coiitractual iiiforiiiation. Tlie 'July 20 12,' 
solid-file1 delivery forecast reflects tlie coiiibiriatioii of the two. 

c. The Coiiipaiiy iised this file, specifically column E in tab "Based on July 2012 
Foiecast", to model the Company's coal generating uiiit fuel price. The p i  ICCS arc 
input in the morlel at 1npt.GAF.Fuel Type.Fue1 Year.(Fuel 5,6,58,59). 

WITNESS: Mal< A Beclter 



Y 

If the iiiforiiiatioii that was provided in response to ICITJC 1-44 and 1-48 is available 
eleclroiiically in spreadsheet h m t t ,  please provide in such foriiiat. 

Please see IUUC 2-18 httaclmeiits 1-4 on tlie eiiclosed CD for (lie iccluestccl 
inlbriiiatioii. Coiifideiitial treatment is being sought for portioiis of Attachment 1 

LTNESS: Jeffrey LaFleudRaiiie Wolxilias 



Refer lo the Company’s respoiise to Stxff I-7a Attachiiieiit 1. The followiiig table 
suiiiiiiarizes the iiioiitlily iiiforiiiatioii provicted in that Attacliiiieiit I . 

Kentricky Power Company - Capacity Equalization Payments 

Jan-08 

Feb-08 

Mar-08 

Apr-08 

May-08 

Jun-08 

111 1-09 

Aug-08 

Sep-08 

Oct-08 

Nov-08 

Dee-08 

Jaw09 

Feb-09 

Mar-09 

A pr-09 
May-09 

Jun-09 

Jul-09 

Aug-09 

Sep-09 

ac t -09  

Nov-09 

Dec-09 

Total  

Total 

($3,714,122) 

($3,827,012) 

($3,915,346) 

($4,138,446) 

($4,194,177) 

($3,959,874) 

($4,157,357) 

($4,075,591) 

($4,865,078) 

($4,793,805) 

( $4,751,761) 

($5,276,715) 

($4,678,080) 

(54,265,617) 

($4,476,614) 

($4,478,997) 

($4,702,227) 

($4,480,173) 

($4,740,041) 

($4,917,888) 

($4,798,246) 

($5,010,477) 

($4,925,341) 

($5,787,837) 

($51,669,284) 

($57,261,538) 

Jan-10 ($5,970,139) 

Feb-10 ($4,896,445) 

Mar- 10 ($5,173,477) 

Apr-10 ($4,883,278) 

May-10 ($4,942,396) 

Jun-10 ($5,909,940) 

Aug-10 ($4,199,672) 

Sep-10 ($4,216,537) 

Oct-10 ($4,167,274) 

Nov-10 ($4,202,670) 

Dee- 10 ($4,507,572) 

Jan-11 ($4,785,665) 

Feb-11 ($4,716,261) 

Mar -11  ($4,886,856) 

A p i - 1 1  ($4,914,969) 

M a y - 1 1  ($4,844,515) 

J u n-11 ($4,786,681) 

Jul-11 ($4,810,752) 

Sep-11 ($6,196,900) 

Nov -11  ($3,679,275) 

Dee-11 ($3,464,791) 

J u I - 10 ($5,344,809) 

Total ($58,414,209 J 

Aug-11 ($3,861,944) 

Oct-11 ($3,574,142) 

Total ($54,522,751) 

Jan-12 ($2,633,449) 

Feb-12 ($3,061,188) 

Mar-12 ($1,462,620) 

Apr-12 ($1,454,640) 

May-12 ($1,463,760) 

Jun-12 ($1,418,160) 

Aug-12 ($1,878,148) 

Sep-12 ($1,840,098) 

Oct-12 ($1,854,699) 

Nov-12 ($1,888,117) 

Dee-12 ($1,895,396) 

l ~ l - 1 2  ($1,467,180) 

($22,317,455) Total 

a. Please provide a detailed explanation for the reduction in capacity equalization 
paymeiits fioiii 20 1 1 to 20 1 2. To the esteiit possible, q~~aiitify each iimj or reasoti 
o r  the reduction. 

b Please piovide the capacity equalization amounts each iiioiith that were inciurlect 111 

the Company’s ECR surcharge net of any amomts rolled-in lo base 1 ales 



a. Please see respoiise to KPSC 2-3, part b. 

b The capacity eqiializatioii amomits for each month that is ~nclutlctl I I I  thc 
Coiiipaiiy's ECR surcliarge, iiet of aiiy amounts rolled iii to basc iates \ m e  ~i ippl ic~l  
in I<IUC 1-90. On March 11, 2013 a supplemental filiiig was macle to pi ovicle an 
upclaled capacity equalizatioii ainouiit. The respoiise to KIIJC 1-90 vvi 11 be upclcitecl 
]xi-iodically. 

WWNESS: Raiiie I< Wohiihas 



Rekr  to the Company's respoiise to Shill- l-lO(a). 

a. Please provide the projected coiismnaldes expense by unit for each o€ tlie years 20 13. 20 14, 
and 201 5"  

12. Please list aiid describe the compoiieiits of the coiisuiiiables expense. 

c. Please provide the aiiiouiit by FERC expense accoimt for each componciit 01 the 
consuiiiables expense ideiitified in respoiise to part (b) o f  this questioii for each yea] 20 10, 
201 I ,  and 2012. 

( I .  Refix to the list provided iii respoiisc to part (b) of this questioii. Does tlic Company plaii to 
seck recovery of aiiy of tlie coiiipoiieiits ol' the coiisuiiiables expense tlu ough tlic ECR? II 
so, please ideiitify each coiiipoiieiit which the Coiiipaiiy plaiis to recover through the ECR 
and provicle a projection of the component expense a id  total aggregate ~ ~ ~ i s ~ i i i i d i l e s  
espeiise lor each ofthe years 2013, 2014, aiid 2015. 

c. Please list aiid describe tlie coiiipoiieiits of the eiiviroiimeiital expense. Please csplain why 
this expense in the aggregate is iiiiiiiiiial aiid why tliere is 110 environmental espense 
included for [lie iiidividid uiiits. 

3. KIUC 2-20 Attacluiieiit 1 provides the pro-jected coiisuiiiables, or reagent, espeiise as 
requested. Coilideiitial treatment is being souglit for portions of Attachment 1 . 

17. I-Iydrated Lime: Reagent used to treat waterwaste from the FGD. 
Liiiiestoiie: Reagent used to reinove SO2 iii the FGD system. 
Trona: Reagent iised to mitigate SO3 created by the FGD process 
TJiea: Reagent used in tlie SCR process to redlice NOx. 



c Provided below is a cliart iiidicatiiig aiiiouiit by FERC expense for Coiisuiiiablcs/l~ca~~iits 
lor the years 2010, 201 1, aiid 2012. 

PYOdlUCt 2010 201 1 2012 

~~~~~~~~~ TotaPi Ian& 
Hydrated Line 5020007 $3 9,2 3 3 $2, s ,4 5 2 $25,S 19 

Liiiiestoiie 5020004 $6,716,785 $6,936,930 $6,145,546 
Trona 5 02 0 0 0 3 $ 1 , 1 6 1,605 $67 0,17 7’:’ $1,207, S4 1 
Urea 5020002 $5,100,527 $5,722,660 $5,35 1,594 

cxpected sliortlall penalty. Minimums were reduced to iiiitigale €tittire Liquidated Damage 
1 iabilities 

cI Y e s ,  I<PCo plaiis to seek recovery of all the coiiipoiieiits or  tlic coiiswiiablc~ cxpcn:,c as 
listed iii part (17) of this respoiise through the ECR. IUUC 2-20 Attachment 7 pi oviclc~ [lie 
piojected coiisriiiiables expeiise as requested. Coiifideiitial treatiiieiit is being sought for 
portions o f  Altaclmeiit 2. 

e. In IQSC I -1 Oa, the Coiiipaiiy grouped expenses by accouiitiiig groups (opei-atioiis, 
iiiaiiiteiiaiice, A&G, etc.). Eiiviroixiiental expenditures were imbedded in those groupings 
without beiiig specifically identified. Eiiviroiiiiieiital expenses are charged to various 
operations aiid iiiaiiiteiiaiice accouiits, depending ~qioii the type of work perforiiied and wliat 
power plant system the work is beiiig perforiiied on. The aiiiouiit slio\vn ~ O Y  env ironmcntal 
expenditures uiider Mitcliell IJiiit 0 represent only the FERC Accounts 50’20025 (Steani 
Ex 11 e i i  s e S te alii E s 11 e ii  s e 
Environmental). See ICIUC 2-2,O Attachment 3 for the 20 10-2,O 12, O&Pl expenses 
associated with eiiviroimieiital projects .for 100% of the Wfitchell Plant. 

Eiivir oiiiii eiit al) and 5 0 6 0 02 5 (Mi s c el I aiieoii s 1’ o \v e I. 

‘atVHTNES$: .Teffery D LaFleur 
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KPSC Case No. 2012-00578 
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Item No. 20 
Attachinent 3 

Page I of 1 2010-2012 8&M Expenses 
Associated with 

~ ~ v i ~ o n ~ e n ~ ~ ~  Projects 
Total ~ ~ ~ E c ~ e ~ ~  Plant 

Operating 
204 2 - -- Plant Company AccoannE 2010 -. 2ol 4 

Mitchell OPCo 500 Operation Supervision $ 296,024 $ 480,748 $ 83,386 
Mitchell 
Mitchell 
Mitchel I 
Mitchell 
Mitchell 
Mitchell 
M i tchel I 
Mi tc h el I 
Mitchell 
Mitchell 

OPCO 
OPCO 
OPCO 
OPCo 
OPCO 
OPCO 
OPCO 
OPCO 
QPCo 
OPCO 

501 Fuel 
502 Steam Exp-Steam Pwr Gen 

506 Misc Steam Power Exp 
509 Allowances-Consumption 
51 1 Maint Of Struct-Steam Pwr 

512 Maint Of Boiler Plant 
51 3 Maint Of Elec Plt-Steam 

514 Maintenance Of Misc 
920 Admin 8: Gen Salaries 

921 Office Supplies 8 Expenses 
Total 

$ 186,838 
$ 14,990,951 
$ 1,918,388 
$ 198,148 
$ 267,585 
$ 6,494,554 
$ 25,473 
$ 290,301 
$ 416 
$ 
$ 24,668,678 

$ 398,460 
$15,756,791 
$ 2,080,863 
$ 468,328 
$ 291,648 
$ 7,943,540 
$ 12,602 

$ 13,079 
$ 226 
$27,545,662 

$ 99,379 

$ 929,547 
$14,539,259 
$ 2,328,890 
$ 360,665 
$ 222,938 
$ 7,668,772 
$ 12,020 
$ 140,062 
$ 
$ 
$26,285,539 



Refer to the OSS tab 011 the spreadsheet provided as Attaclmieiit 1 to the Company’s 
response to Staff 1-1 2, wliich provided the followiiig support for the O S S  iiiargiiis 
1 eflectecl in the aiiiouiits 011 Exhibit Woludias-4. 

See Cliart below uiider Advanced - Attacluiieiits 

a Please clescribe the source of the financial margins uiider the currciit pool pal adtgm, 
including, but iiot limited to, tlie specific types of traiisactioiis that geiieiatc linancial 
iiiargiiis. 

17. Please indicate wliether the financial iiiargiiis are arbitrage or brokerecl sales 
wlieieby AEP eiiters into multiple buy/sell traiisactioiis. I€ so, please describe these 
types of traiisactioiis aiid how the traiisactioiis resultiiig in fiiiaiicial iiiargiiis are 
difkreiit than other OSS traiisactioiis that are subject to the SSC sharing provisions 

c. Please indicate if tlie iiiiaiicial iiiargiiis are based 011 tiaiisactions entered into by 
AEP 011 behalf of all operating companies aiicl are then allocated to the opciatiiig 
coiiipaiiies 011 MLR. Please describe this process. 

d. Please explain why the fiiiaiicial iiiargiiis were reiiioved from the O S S  niargiiis 
uiider tlie curi-eiit pool paradigm. Cite and/or provide a copy of each authority re1 ied 
oii for tlie exclusion of the fiiiaiicial inargiiis froiii tlie sharing formula, i iiclucling 
relevant portioiis of each Coiiiinissioii Order. 

e. Please describe the Coinpany’s accouiitiiig for the fiiiaiicial margins. Provicle the 
FERC accoruit(s) in which such margins are recorded aiid provide a clescri ption 01‘ 
the aiiiouiits that are recorded in each accouiit if iiiultiple accounts are used 

1‘. Please explain why tliere are 110 fiiiaiicial iiiargiiis rellected uiicler the I T A  with 
Asset transfers paracligm. 



6. Does tlie Company anticipate that it still will earn Giiaiicial margins uiider the PCA 
with Asset Transfers paradigm? If so, tlieii please explaiii how it will continue to 
earn fiiiaiicial margins uiider this paradigm aiicl describe any differences in the 
iiiaiiiier in which it will earii such margins under this paradigm compared to the 
current pool paracligiii. If not, tlieii please explain why it will not earn iinancial 
margins mider this paradigiii. 

11. Iiiclicate if tlie fiiiaiicial margins are iiicluded in tlie OSS margins uncler [lie P C h  
with Asset Transfers paradigiii slioivii on tlie prececliiig table or if they 14. i l l  lie in  
additioii to these amounts. 

i Please provide a quantification of [lie fiiiaiicial iiiargiiis the Company !VI II cain 
under tlie PCA with Asset Transfers paradigm. Provide all assmiptions, clata, and 
calculations, iiicludiiig clectroiiic spreadsheets with f'orinulas intact used to provicle 
[lie quantification in response to this question. 

i. Please describe the derivation of tlie OSS margins under the PCA with Asset 
Transfers paracligiii showii on the preceding table. For example, were the OS S 
margins quantified through a procluctioii cost model, such as PROMOD or Sti ategist, 
or were tliey developed using some other softwcu-e, such as Excel? If tlic (>SS 
margins were developed using Excel or some other spreadsheet-basecl so ftwai-e3 tlieii 
please provide a copy of tlie spreadsheet with all foriiidas intact. Regardless of the 
software used, provide all assuiiiptioiis, including, but iiot liiiiited to, hourly iiiarket 
prices and hourly costs to generate used to quaiitify tlie OSS margins under this 
paradigm. 

k. Please separate tlie OSS margins uiider tlie PCA with Asset Transfers paracligm 
shown 011 tlie preceding table into tlwee categories: i) Mitchell, ii) replacement o 1' 
Curreiit Pool paradigm with PCA, aiid iii) other. Provide all assumptions. data, u n c l  
coiii1~~tatioii~, including electroiiic spreacIsIieets with foriiiulas intact, aioiig \vi t h  ;I 

copy of all precursor source documelits aiid all precursor coiiip~itations, i nc.1 ~ i c l  i iig 
electroiiic spreadsheets with cell formulas intact. 

1. Please coiifiriii tliat tlie Company estimates that its retaiiied share ol' OSS margins 
under tlie PCA with Asset Traiisfers paradigm will be $35.866 iiiillioii (Ictail ant1 
wholesale) coiiipared witli $0.632 iiiillioii iuider tlie cwreiit pool paradigm 

111. Does the Company agree tliat tlie Coiiiiiiissioii should revisit tlie SSC sharing 
provisions in order to mitigate the cost of tlie proposed Asset Transfers to retail 
custoiiiers? If so, please provide all reasons why the Commission shotilcl do so. 
along with a detailed explaiiatioii for each reason cited. If not, please provide it1 1 
reasons why the Coiiiiiiissioii slioulcl iiot do so, along with a detailed explann~ioii foor 
each reason cited. 



a. The fiiiaiicial inargiiis are assumed for purposes of this question to be o 1'1-s )/stem 
sales (OSS) otlier than those that are traditional OSS out of tlie S L I ~ ~ ~ L I S  generation of 
the coiiipaiiies, and may iiiclude auction participatioii, time-spread trading, basis 
tradiiig aiid positioii trading. Financial iiistrmieiits used iiiclude futures contracts, 
optioii coiitracts, aiid swaps. 

b. Tlie Coiiipaiiy does iiot eiigage in arbitrage trading. Tlie Coiiipaiiy executes its 
tracliiig traiisactioiis tlu-ough brokers, electronic exchanges, aiid directly \vi til th  i I-cl 
parties. The fiiiaiicial iiiargiiis are iiiclucled iii tlie off-system sales margins t-epoi-led 
in the Company's SSC. Uiider the SSC sharing provisioiis there is 110 clistinction 
that alters tlie treatiiieiit of various types of OSS iiiargiiis. 

c The financial iiiargiiis are based on traiisactioiis eiitered into by AEP's agciit, 
AEPSC, 011 behalf o f  all East operating coiiipaiiies aiid are then allocated to the 
opcratiiig coiiipaiiies. Such traiisactioiis are recoided 011 the trading books 01 REP 
and iiiaiiaged on a portfolio basis. The proceeds from siicli sales are allocated 
aiiioiig the East Operatiiig Companies 011 an MLR-basis. 

cl. The iiiiaiicial iiiargiiis were reiiioved ftom this analysis strictly lo1 pui poses 17 1 
clevelopiiig an "apples-to-apples" comparison between (1) the cuirciit pool ,ind (2 ) 
the stand-alone case with the asset tiaiisfeis and PCA This ieiiioval IS not intencled 
to reflect eitlier that such iiiargiii will not occur uiider tlie PCA 01 that such margins 
would iiot be allocated lo tlie Companies under tlie PCA. In fact, PCA spccificaliy 
131 ovides for how these margins will be allocated. 

Further, the Coiiipaiiy did not attempt to identify for the 201 1 periocl the specific 
aiiiouiit o f  fiiiaiicial iiiargiiis Liiider tlie PCA. Further, for the iiiitial periocl uncler [lie 
Bridge Agreeiiieiit, tlie legacy iiiaiicial iiiargiii activity will coiitiiiue using the saiiie 
allocator, MLR, as used for curreiit fiiiaiicial margins. It is for these reasons that tlie 
Coiiipaiiy reiiioved the fiiiaiicial traiisactioiis from the base case to get ;I \ /a I icl 
comparison (Le", excluding fiiiancial margins from both sides). Such treiitnicnt ~ilso 
helps to isolate the impacts of tlie proposed asset traiisfer. 

e. 'Today, the fiiiancial iiiargiiis earlied by AEP are allocated to tlie AEP coinpaiiies 
using aii MLR. allocation. These iiiargiiis are accounted for in separate FERC 
accouiits from physical iiiai-gins. See I<.ILJC 2.-21 Attachiiieiit 1 for the specific 
accouiits that iiiclude the various components of financial margins. 



f Please ref'er to tlie Company's respoiise to part d. 

g.  It is anticipated that AEPSC will continue its past practice of engaging i n  Iinaiicial 
trading activity, as agent, for the benefit of its utility operatiiig coiiipaiiies aiid their 
customers oiice the Pool teriiiiiiates. The iiiaiii differences are expected to be ( 1 ) [lie 
potential volume of such activity will likely decrease somewhat giveii that i t  \vi 11 be 
on behalf of oiily tlu-ee companies, iiot four as is curreiitly the case (Ohio Po\ver will 
be excluded), aiid (2) tlie allocatioii among tlie companies, inclucliiig I< en t i icky  
Power, will change for iiew traiisactioiis occurring as of Jaiiuary I , 2.0 14 ['I-om h/l I.,C 
to ~l ia t  prescribed uiider tlie PCA. 

11. Fiiiaiicial iiiargiiis were not iiiclucled in tlie PCA with Asset Tiansfers CCISC, iiiicl 

would be aii addition to the amouiits ie€ereiicecl 

i .  No such calculatioii was performed. Please refer to the Coiiipaiiy's iespoiisc to 1x11 1 
d 

j .  The $96.75 millioii physical eiiergy sales iiiargiii coinpoiieiit oP OSS iiiai gin \vas 
coiiipirted in Excel. The aiiiomt was calculated in a file provided iii IWSC Stall' 1 - 1  2 
A ttacliiiieiit 2.2517 entitled "201 1 PCA Staiicl Alone Energy Tiaiisaction I\/loc lcl" Thc 
margin calculatioii is in coluiiiii CJ of tlie Model worltslieet All of thc houi ly loxl, 
geiicratioii MWlis, aiid iiiarltet piices used iii tliat file are tlie actual valiics liom 
caleiidar year 20 1 1. 

The cost assigiied to OSS iii the calculation of the OSS iiiargiiis iepieseiits 11ic 
avei age dispatch cost of all of the Company's generation resouices iiiclitcliiig SO%, o I 
Mitchell during tlie hours in which they were designated to seive OSS during 20 1 1 
The dispatch cost included all variable costs iiicludiiig fuel, variable iiiaiii Lenance, 
chemicals, aiid eiiiissioiis costs. 

The OSS iiiargiiis also iiiclucle ICPCo's $35.S7 iiiillioii share ol PIh4  ( '~ilxicitj 

Auction reveiiues. The coiiipxrtatioii of tliat component of iiiargiiis is sho\\in I 11 a I?  I C  
entitled "Cal 11 PJM Capacity Sale Allocation" that was also iiicludetl in I< PSC 1-1 3 
Attaclmeiit k i p .  

The calculation of tlie $2S.S4 iiiillioii of PJNl costs associated with ol'l -systciii 
energy sales wliicli was deducted fioiii the OSS iiiargiii was provided in ICPSC 1 - 1  2 
Attachment 2.zip tlie file entitled "Cal 1 1 Staiicl Aloiie Suiiiiiiary Fiiial" Thc c i i i i o u i i  t 
is located on tlie PJM Bill Detail tab. The file in I<PSC 1-12 Attachment 2 L i p  that 
coiitaiiis tlie source for the amomts 011 the PJM Rill Detail tab is entitled "('al 20 1 1 
PJM Bill Re-Settled Staiid Alone". 



I < .  ‘The requested anal ysis lias not been performed. 

1. Based strictly on the 2,0 1 1 caleiidar year period analyzecl, including the perli)rmaiice 
of wi t s  during that historic period, the Coiiipaiiy coiliriiis tlie retained OSS m x g i n s  
fi-om physical traditioiial OSS as stated. The 201 1 analysis also inclicaies t h a t  
customers would have been credited with $67.9 iiiillioii of physical O S S  riiiii gin 
uiider the 1324 with Asset Transfer case instead of $ I  6.0 million o f  physical iiiargin 
uncter tlie AEP Pool case. Financial margins woulcl be in aclclitioii to hot11 the 
Company’s aiid the customers’ shares of physical iiiargiiis as stated in the cl ~ieslion 
aiicl tlie Company’s response. 

These iiiargiiis are iiot necessarily reflective of any given htu1-e period 

in. The Coiiipaiiy objects to this data reqirest on tlie giouiid it scel\s i i i i o i  i i i L i t i o i i  

coiiceining iiiatters outside this pioceediiig. The Company’s systein snlc\ clau\e 
slioiilcl be addressed, if at all, in tlie context oCthe Company’s iiest base iatc c;isc 
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4470006 
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PJM FTR Revenue-Spec 
RealizSharing - 06 SIA 
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PJM Purchases-non-ECR-Auction 
Capacity Purchases-Auction 
Capacity purchases - Trading 
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Y 

l i ek r  to tlie MI Retail Transfer tab 011 tlie spreadsheet provided as Attachment 1 to the 
Company’s response to Staff 1-12, which provided the following suppoit fool the h41~clicll 1 ate 
base as of Deceiiiber 3 1,201 1. 

a. Please explain why there is 110 ADIT related to tlie repair allowance. 

b. Please provide confirm tliat tliere is ai1 ADIT related to tlie repair allowaiice aiid provide the 
actual quaiitificatioiis as of December 3 1, 201 1 a id  Deceiiiber 31, 2012, aiid the projected 
quaiitificatioii as of December 3 1, 20 13 by FERC accouiit. 

3. The Coiiipaiiy does iiot wiclerstaiid what is ineaiit by tlie teriii ”repair allowance.” Tliere is iio 
asset or liability called a repair allowaiice in the referenced file. If tlie question is refci-ring to 
tlie asset called Allowances, tlieii those are tlie eiiiissioiis allowaiices accouiitecl for in 1:ER.C 
Account 158. There is no ADIT related to this asset. 

17. The Coiiipaiiy caimot coiifiriii the statement. 

WITNESS: Raiiie I< Wolinlias 



er Y 

Rekr  to the Iiiputs tab 011 the spreaclslieet provicled as Attacluiieiit 1 to the Comliany ’s 
respoiise to Stall 1 - 12, which lists tlie sources for the qtuaiitificatioiis 

a Please piovide a copy of each of these source docuiiieiits aiid spreadsheets with all 
cell formulas intact aiid any precursor source documeiits aiid spreadsheets used foi 
tliesc sources. 

b, Tlie Staff request sought all “assumptioii(s) used iii the analysis.” I<.ITJC 1 -7.5 sought 
all support for RIC W-Exhibit 4, iiicludiiig “all source docuiiieiits relied on l o r  the 
assuiiiptioiis 01- otlier i i ipts  to the calciilatioiis aiid worlq~apers.” The Company‘s 
only respoiise was to refer to its respoiise to Staff 1-12, which did iiot iiiclucle all 
source docuiiieiits or other inputs. Please explain why tlie Coiiipaiiy did iiot provide 
the iiiforiiiatioii requested in respoiise to Staff 1- 12, or ICITJC 1-75. Please provide 
tlie re que st ed iiifo riiiati o 11. 

a cPL b. Tlie Coiiipaiiy provided the requested iiifoimatioii piovided in the 24 files inclucled 
in ICPSC 1-12. Attaclviieiit 2.zip. Tliese include all of the ielevaiit source clocuiiiciils 
ielkieiiced iii Coluiiiii IC o l  tlie Inputs tab of I P S C  1-12 Attachiiieiit 1 The Inp~its tab 
listed tlic file name aiicl tab i i m e  that each iiumbei was refereiiced lrom All ol tlic ccll 
lbiiiiulas in these docuiiieiits are intact, so aiiioiuiits caii be traced Tiom sLiiiiiiiai y 
woil<slieets to source worltslieets. 

I n  order to make it easier to navigate to the location in the soiirce file in IWSC 1 - 12 
Attachiiieiit 2.zip that tlie iiuiiibers 011 the Iiipiits tab coiiie fioiii, the Coiiipaiiy has 
attached liere as KIUC 2-23 Attacluiieiit 1 an updated copy of ICPSC 1-12. Attachment I 
with tlie cell reference listed 011 tlie Inputs page. 



In tlie file eiititlecl "Cal 11 Pool Eiiergy Summary" there are several tabs that use iiiiiiiims 
direclly off of tlie Intercliaiige Power Stateiiieiits (IPS). Tlie page number of the IPS that 
the niiiiibeis coiiie from is sliowii either at the bottom 01 these tabs 01 within thc body 0 1  
thc tab, The 12 iiioiithly IPS were iiicluded in the zip file in ordei to show tlic S ( I W  cc 0 1  
thcse numbers. The Pool Eiiergy Suiiiiiiary tab in that file has a Soiirce column which 
slio\vs which tab within that file tlie iiuiiibers come from, wvliich can also bc cle~eimiiicd 
by the cell rererelice. 

As with the "Cal 11 Pool Eiiergy Siiiiiiiiary" file, the Source coluiiiii (column I) ol Cal 1 1 
Stand Aloiie Summary Filial shows the sources for the aiiiouiits in that file. Evei y tab i n  

that file shows the source of tlie iiiloriiiatioii on that tab. Tlie "Energy Model Siimiiiai y' '  
tab in that file coiitaiiis series of pivot tables which sumiiiarize the extremely vol ~iiiiiiio~is 

hourly energy iiiodel calculatioiis from tlie "20 1 1 PCA Staiid Aloiie Eiieigy T~msaction 
modcl" file, wliicli was iiicluded in tlie zip file That source is listed at thc bottom 01 t ha t  
tab. 

During tlie preparation of this respoiise an error was discovered on the Energy Moclel 
Suiiiiiiary tab of tlie Cal 11 Staiid Aloiie Suiimiary Final file. The labels o r  the I<.PCo and 
I&A4 OSS margins values were reversed. Cell D2,1 of that tab should be labeled I<.PCo, 
and Cell E21 shoi.ilc1 be labeled I&M. Column D coiitaiiis tlie I<PCo OSS margins. 'The 
correct ICPCo OSS margin amouiit of $96,747,075 was iiiclucled in the analysis. so the 
overall results oftlie 201 1 analysis are not impacted by this labeling error. In addition, a 
sign was reversed in cell F25 of the Staiid Aloiie Summary tab of the pi-~viously 
submitted version of this file. That error in OPCo's results suiiiiiiary did not iiiipact the 
KPCo results. A file incorporating these correctioiis has been provided in a supp Icmental 
response to I<.PSC 1-12, as I<.PSC 1-12, S-LippIeiiieiitaI Attacluiieiit 1. 



Refer to R.I<.W-Exhibit 4. Has the Comliaiiy preliared a similar analysis and 
quaiitiiicatioii for a no PCA with Asset Transfers paradigm? If so, please provicle this 
analysis, along with a copy of all source documents, assumptions, data, and calculations, 
includiiig electronic spreadsheets with cell formulas intact. This request extends to 
puecursor source docinnelits, analyses, aiid calculations, the results of which were used in 
the filial calculations. 

No such analysis has been prepared. 

SS: Raiiie IC. Woluihas 



Refer to tlie Company's respoiise to Staff 1-14(a). 

a. Is the $65 iiiillioii preseiitly outstanding? 

b 

c. 

Is thc $65 millioii iiiclitded in the $275 iiiillioii or not? 

Is the total amount of debt $340 iiiillioii ($65 million plus $275 million)? 

a. There are two $6.5 millioii Mitclieli poilutioii control bonds, one of ivhicli is 
curreiitly held in trust (ie OPCO is tlie issuer aiid the bondholder) a id  one that i s  
outstanding. However, the outstandiiig note will be held in trust at the time ol the 
asset transfer. 

b. See the Company's response to AG 2-1 3. 

c. See the Coinpaiiy's respoiise to AG 2-13. 

WITNESS: Rank I< Woludias 



Re-Cer to the Company's respoiise to StaM l-lS(a). 

a Please piovide tlie projected capacity by unit (in iiiW), retail Griii load (in mW, not 
iiiWh), retail iiiterrriptibk load (in iiiW), aiicl wholesale all requireiiieiits load and/oi 
Griii coiitract load (in iiiW), by iiioiitli from Ja i i~~i ry  2014 tlirougli Deceiiibei 301 5 

b. Please provide the Company's calculation of its reserve iiiargiii on a 1iiW and '%I 

basis by month Goiii Jaiiuary 20 14 through December 20 15. 

Altliougli the deteriiiiiiatioii of "moiitlily" reserve iiiargiii obligation outside of tlie peak 
simiiier period is irrelevant to the criteria estaldished by PJM, please refer to ICIIJC 2.-26 
Attachment 1 .xls on the eiiclosed CD for a proxy of the requested iixfoi-iiiatioii. Further, 
be advised that the deteriiiiiiatioii of tlie Company's (suiiiiiier) peak cleiiiaiid in PlNl 
woulcl be predicated upon PJM's owl1 internal estimates of suck coincident values. 
Tlierefore, given that PJM only establishes a single (suiiiiiier) coiiiciclent clemaiici 
projectioii for any plaixiiiig year, the inonthly "Forecasted Demand" values uti iizecl in  
this respoiise represent the Coiiipmy's own forecast of its (monthly) peal< deiiianc-Is. 

WITNESS: Scott C Weaver 



Y 

Refer to tlie Company’s respoiise to Staff 1-lS(b). 

a. Please explaiii the Coinpaiiy’s response. Please respoiid to tlie question 01 \vlietliei 
ICeiitiiclcy Power will have surplus geiieratiiig capacity from Jaiiuai y 20 14 tlirougli 
May 201 5 based on its capacity coiiipared to its load in iiiW. 

b. Please ideiitily all “I’JM capacity sales already coiiiiiiitted during this period.” 

c. Please explaiii how PJM capacity sales coiiiiiiitted duriiig this 1x1-iocl will bc 
determined aiid sourced to the operating coiiipaiiies that own tlie capacity. 

cl. Please explaiii why tlie Coiiipaiiy proposes that PJM capacity sales already 
coiiiiiiitted during this period will be allocated aiiioiig the operating coiiipai~ies based 
~tpoii filial MLR when tlie current pool agreeiiieiit will not be effective (hiring this 
period. In addition, please explaiii wliy the Company believes this proposal is 
equitable when there 110 longer are aiiy capacity eqmlizatioii payments aiid receipts 
aiiioiig the AEP coiiipaiiies. 

e. Please ideiitify the specific provisions in all docuiiieiits wliere the Compaiiy’s 
proposal is set lortli that PJM capacity sales already committed during this pci iod 
will be allocated aiiioiig tlie operating coiiipaiiies based upoii filial ML,R. 

a. The Coiiipaiiy’s response to Staff 1-1 S(b) is sell-explanatory. 
Company’s respoiise to Staff 1-lS(a). 

Please see the 

b. For the PJM plaimiiig : 
coiiimiies, sold 

vear 2013/2,014 AEPSC. on behalf of the east oneratincr 
PJM RPM auction. 
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c. Such sales will be allocated oii an MLR-basis duriiig this period. No such sourciiig 
has been deteriiiined siiice this is managed on a collective basis aiid the proceeds will 
be allocated on ail MLR-basis. Please refer lo the Company's response to Staff 1- 
lS(b). 

d. See tlie Company's respoiise to Staff 2-5, part c. 

e. This iiiforinatioii caii be fouiid in tlie Bridge Agreement, section 5.3. A liik to the 
agreeiiieiit is provided in the Coinpaiiy's Application, page 13. 

TVHTNESS: Gregory G Patiley 



Y 

Refer to the Com~oany's response to Staff 1 -24(b). 

a. Please provide a copy of tlie RFP wlieii it is issued. 

b. Provide a copy of the self-'-bid/coiiversioii option against which the bids will he 
evaluated. 

a. Please see the Company's response to IWSC 2-9. 

b. The Company okjects to the request 011 the grouiids that neither the R.FP nor the 
associated capacity is the subject of tliis proceeding. As a result, the information 
sought is irrelevant and iiot likely to lead to the discovery of admissible eviclence. 
Notwithstanding this ol$ectioii, tlie requested inforination is still being prep;ired aiicl 
thus cannot be produced. Further, the release of the subject infomiation. even i f 
sub,j ect to coiifideiitial treatiiieiit, could jeopardize the integrity of the R.FP process I 

WITNESS: Raiiie I< Wolmlias 



Refer to tlie Coiiipaiiy’s response to Staff 1-37(b). 

a. Please explain how aiid iiiclicate when Dr. McDeriiiott became aware that sucli assets 
exist and describe all iiivestigatioiis coiiducted by Dr. McDeiiiiott as to the 
availability of these assets to tlie Compaiiy and the costs lo acquire, modify as 
necessary, aiid operate those units. 

b. Please provide a copy of tlie most recent analyses conducted by and/or for AEP of 
the availability (for acquisitioii or contract), cost (of acquisition or contract 
purchases), aiid operation (physical characteristics aiid costs) of the Riverside 
Generating assets. If AEP has iiot investigated the Riverside Generatiiig assets since 
it made an iiidicative bid and then witliclrew it, please explaiii why it has not dolie so. 

c. To AEP’s best knowledge, are tlie Riverside Generating assets available for 
acquisition or aii intermediate or long-term purchased power contract? Provide a 
description of all efforts by AEP to ascertain tlie status of those assets and all 
contacts that AEP lias had with tlie owners and/or operators of those assets witliiii 
the last tlu-ee years. 

d. Please provide a copy or all inforination that AEP has related to the Riverside 
Generating assets and provide the date at which it acquired this infoimation. 

e. Please provide a copy of tlie most receiil analyses coiiducted by and/or for AEP of 
tlie availability (for acquisition or contract), cost (of acquisition or contract 
pw-cliases), aiid operation (physical characteristics and costs) of generating assets iiot 
presently owned by any AEP operating company or a€filiate. This request iiicludes 
geiieratiiig assets owned by other regulated utilities and iiiercliaiits. 

I: To AEP’s best luiowledge, are tliere otlier generating assets available for acquisition 
or ai intermediate or loiig-term pmcliased power contract? Provide a descriptioii of 
all efforts by AEP to ascertain tlie status of those assets aiicl all contacts that AEP lias 
had with the owiers and/or operators of those assets witliiii tlie last thee years. 



a. 

b. 

C. 

d. 

e. 

f. 

In preparing for this case, Dr. McDerinott reviewed publicly available iiiforiiiatioii 
regarding the iiiveiitory of geiieratiiig stations located in ICeiitucky. 

I<eiituclty Power lias not fiirtlier iiivestigated tlie Riverside assets. At tlie time tlie 
iiidicative offer was witlidrawii the Company deterinined that the assets were not 
suitable for its needs. Please see the Company's response to SC 1-8. 

AEPSC was infoniied by a representative of L,S Power in Juiie 2012 that the assets 
were still available. Please also see tlie Company's respoiise to SC 1-8. 

Please see KItJC 2-29 011 the accoinpaiiyiiig CD. Most o i  this information was 
obtained during the spring of 201 0. Coifidential treatiiieiit is being sought €or the 
eiitirety of the coiiteiits of this CD. For the redacted version, see KIUC 2-29 
A ttaclmeiit 3 

For copies of the most recent analyses coiiducted by AEP of the availability of 
generating assets in PJM, please see KIUC 2-29e Attacluiieiit 1 a id  KIUC 2-29e 
Attacluneiit 2. Coiifideiitial treatnient is being souglit €or portions of Attaclmient 2. 

Please see tlie Company's response to part e €or generating assets available lor 
acquisition. Owiiers aiid/or operators oitliose assets tliat AEP had coiitact witli in tlie 
last tlu-ee years iiiclude Teiiaslta aid LS Power. 

ITNESS: Karl McDerinott/Cregory G Pauley 
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14 
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16 
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AE5 Ironwood 
Allegheny Energy Units 3 4 & 5 
Bayonne Cogeneration Piant 
Bergen 
Bethlehem Power Piant 
Brunot Island 
Calpine Parlin inc. 
Camden Cogeneration 
Cordova Energy Center 
Doswell Combined Cycle Facility 
Eagle Point Cogeneration 
Elmwood Park 
Fairless Energy Center 
Fayette Energy Faciiity 
Gilbert 
Gordonsvllle Energy LP 
Grays Ferry Cogeneration Partnership 
Hanging Rock Energy Facility 
Hay Road 
Hopewell Cogeneration 
Hunterstown 
Kendail County Generation 
Lakewood Cogeneration LP 
Liberty Electric Power LLC 
Lower Mount Bethel Energy 
Marcus Hook Refinery cogeneration 
Morris Power Piant 
Newark Bay Cogeneration Project 
Onteiaunee Energy Center 
Panda Brandywine LP 
Pedricktown Cogeneration Plant 
PSEG Linden Generating Station 
Red Oak 
Sayreville Cogeneration Facility 
Tenaska Virginia Generating 
Washington Energy Facility 

PPL Corp 
FirstEnergy Corp 
Riverstone/Cariyle 
Public Service Enterprise Group Inc 
Caipine Corp 
GenOn Energy inc 
General Electric Co 
Rlverstone/Carlyle 
Berkshire Hathaway Inc / MidAmerican Energy Hoidings Co 
LS Power Group 
Thunderbird Power Holdings LLC/ Noble Americas Corp 
Riverstone/Carlyle 
Dominion Resources Inc 
Duke EnergyCorp 
GenOn Energy inc 
Dominion Resources inc 
Veolia Environment SA 
Duke Energy Corp 
Caipine Corp 
GDF Suez SA 
GenOn Energy lnc 
Dynegy Inc 
Industry Funds Mgmt Ltd / Osaka Gas Co Ltd. 
Energy Capital Partners 
PPL Corp 
NextEra Energy Inc 
Atlantic Power Corp 
Riverstone/Cariyle 
Dynegy Inc 
Panda Energy International / Northland Power Income Func 
Riverstone/Cariyle 
Public Service Enterprise Group Inc 
Energy Capital Partners 
NextEra Energy Inc / GDF Suez SA 
Tenaska Inc / ITOCHU Corp / Chubu Electric Power Co inc 
Duke Energy Corp 

Pennsylvania 
Pennsylvania 

New Jersey 
New iersey 

Pennsylvania 
Pennsylvania 

New Jersey 
New Jersey 

Illinois 
Virginia 

New Jersey 
New Jersey 

Pennsylvania 
Pennsylvania 

New Jersey 
Virginia 

Pennsylvania 
Ohio 

Delaware 
Virginia 

Pennsylvania 
Illinois 

New Jersey 
Pennsylvania 
Pennsylvania 
Pennsylvania 

Illinois 
New Jersey 

Pennsylvania 
Maryland 

New Jersey 
Nevi Jersey 
NWJ Jersey 
New Jersey 

Virginia 
Ohio 

669 
509 
158 

1,178 
1,130 

215 
118 
145 
521 
665 
195 
65 

1,209 
GO1 
288 
218 
150 

1,288 
1,130 

348 
810 

1,140 
174 
541 
594 
718 
176 
120 
516 
230 
I l l  

1,230 
766 
271 
926 
600 

2001 
2003 
1988 
1995 
2003 
2002 
1991 
1993 
2001 
1991 
1991 
1989 
2004 
2003 
1977 
1994 
1997 
2003 
1993 
199n 
2003 
2002 
1994 
2002 
2004 
2005 
2000 
1993 
2002 
1995 
1992 
2005 
2002 
1991 
2004 
2002 

York Energy Center Caipine Corp Pennsylvania 556 2011 

Data Source: Ventyx, queried November 13,2012 Natural Gas Combined Cycle; I S 0  = PJM; Non-regulated; >50MW capacity 
Notes Source: SNL Financial, Power Piant Profile 
Notes: 
11 Ironwood has a 771 MW (nameplate) power purchase agreement with PPL EnergyPius, LLC (contract expiration date unavailable) 
2/ Bergen has a 550 M W  (nameplate) power purchase agreement with PSEG Energy Resources &Trade LLC (contract expiration date unavailable) 
3/ Camden Cogeneration has a 155 M W  (nameplate) power purchase agreement with Constellation Energy Group, inc. (contract expiration date unavailable) 
41 Cordova Energy Center has a 537 MW (nameplate) power purchase agreement with Constellation Energy Commodities Group, Inc. through December 2019 
5/ Doswell Combined Cycle Facility has a 752 M W  (nameplate) power purchase agreement with Virginia Electric and Power Company through May 2017 
6/  Elmwood Park recentiy had a power purchase agreement with Jersey Central Power & Light Company (unknown MW) expire in May 2012 
71 Gilbert CC has announced the retirement of one waste heat steam turbine in January 2015, resulting in a capacity reduction of -104 M W  
8/ Grays Ferry Cogeneration Partnership has a 150 M W  (nameplate) power purchase agreement with PECO Energy Company for 20 years through October 2017 
9/ Hopewell Cogeneration has a 399 M W  (nameplate) power purchase agreement with Virginia Electric and Power Company (contract expiration date unavailable) 
101 Kendail County Generation has 2 power purchase agreements: 85 M W  (nameplate) with WPPl Energy through September 2017; 275 M W  (nameplate) with Constellation Energy Commodities Group, 
Inc. through September 2017 
111 Lakewood Cogeneration LP has a 236 MW (nameplate) power purchase agreement with Jersey Central Power & Light Company for 20 years through April 2014 
121 Liberty Electric Power LLC has a 521 MW (nameplate] power purchase agreement with National Energy & GasTransmission, Inc (contract expiration date unavailable) 
131 Morris Power Piant has a 79 M W  (nameplate) power purchase agreement with Equistar Chemicals LP (contract expiration date unavailabie) 
141 Panda Brandywine has a 230 M W  (nameplate) power purchase agreement With Sempra Energy Trading LLC (contract expiration date unavailable) 
251 Pedricktown Cogeneration Plant recently had a 115 M W  (nameplate) power purchase agreement with Conectiv Energy Hoidlng Company expire in June 2012 
161 Red Oak has a 823 MW (nameplate) power purchase agreement with Williams Energy Marketing through September 2022 
171 Sayrevllle cogeneration Facility has a power purchase agreement with iersey Central Power & Light Company (contract volume & expiration date unavailable) 
181 Tenaska Virginia Generating has a 942 M W  (nameplate) power purchase agreement with Shell Energy North America (US), LP through May 2024 
191 York Energy Center has a 55s M W  (nameplate) power purchase agreement with Constellation Energy Commodities Group, Inc for 6 years through June 2017 

3/20/2013 KIUC 2-29e Attachment 1 xis 
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KPSC Case No. 2012-00578 
KiUC's Supplemental Data Requests 

Dated March 8, 2013 
item No. 29 

Attachment 3 
Page 1 of 1 



Please provide a copy or  the most recent depreciation study that addressed thc service 

Iivcs and piobable retireiiieiit dates foi each of thc Mitchell units. 

The most recent Oliio Power Company (OPCo) depreciation study that adclressecl the 
service life and probable retireiiieiit date for the Mitcliell plant is provided iii KIUC 2-30 
Attaclmieiits 1 tlirougli 4. OPCo does not iiiaii1taiii its property records by unit for the 
Mitcliell plant; therefore, the information requested by uiiit is not available. 



VINTAGE 
YEAR 

19'71 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
7990 
I991 
1992 
1993 
I994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 

TOTALS 

KPSC Case No. 20 12-00578 
KIUC's Supplemental Data Requests 

Dated March 8, 2013 
Item No. 30 

Attachment 1 
Page 1 of 5 

OHIO POWER COMPANY 
DEPRECIATION STUDY AS OF DECEMBER 31,2007 

CALCULATION OF AVERAGE AGE OF SURVIVING PLANT 
MITCHELL GENERATING STATION 31 1 

SURVIVING AGE 
BALANCE (YEARS) 

2 I ,235,515.32 
71 8,822.13 
1 27,112.00 
225,656.00 

90,549.00 
75,380.00 
55,497.00 

3,821,347.63 
351,042 .OO 
62,259.99 
43,286.00 
30,459.00 

144,247.00 
97,223.00 

146,509.00 
1,614,042.00 

39,876.00 
55,088.00 

671,741 "00 
960,290.87 
151,150.00 
453,275.00 
39 1,632.00 
29,619.02 

61 1,486.00 
3,181 .OO 

547,070.00 
125,218.00 
491,604.55 

1,551,134.51 
343,866.28 
462,649.53 
295,845.10 

1,099,463.09 
261,325.31 

1,094,732.40 
27,737,294.36 

66.016.489 

36.5 
35.5 
34.5 
33.5 
32.5 
31.5 
30.5 
29.5 
28.5 
27.5 
26.5 
25.5 
24.5 
23.5 
22.5 
21.5 
20.5 
19.5 
18.5 
17.5 
16.5 
15.5 
14.5 
13.5 
12.5 
11.5 
10.5 
9.5 
8.5 
7.5 
6.5 
5.5 
4.5 
3.5 
2.5 
1.5 
0.5 

DOLLAR AVERAGE AGE 
YEARS {YEARS) 

775,096,309 
25,518,186 
4,385 , 364 
7,559,476 
2,942,843 
2,374,470 
1,692,659 

I 12,729,755 
10,004,697 
1,712,150 
1,147,079 

776,'705 
3,534,052 
2,284,74 1 
3,296,453 

34,701,903 
81'7,458 

1,074,216 
12,427,209 
16,805,090 
2,493,975 
7,025,763 
2,778,664 

399,857 
7,643,575 

36,582 
5,744,235 
1,189,571 
4,178,639 

11,633,509 
2,235,131 
2,544,572 
1,331,303 
3,848,121 

653,313 
1,642,099 

13,868,647 

1.090.128.366 16.51 



VINTAGE 
YEAR 

1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
I990 
1991 
1992 
4 993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 

TOTALS 

KPSC Case Na. 2012-00578 
KIUC's Supplemental Data Requests 

Dated March 8, 2013 
Item No. 30 

Attachment 1 
Page 2 of 5 

OHIO POWER COMPANY 
DEPRECIATION STUDY AS OF DECEMBER 31,2007 

CALCULATION OF AVERAGE AGE OF SURVIVING PLANT 
MITCHELL GENERATING STATION 312 

SlJRVlVl NG AGE 
- - ~  BALANCE IYEARS) 

70,306,147 26 
8,100,744 94 

816,979 42 
557,038 00 

1,959,741 45 
10,273,004 04 
14,780,505 30 
66,573,333 55 
2,069,845 80 
2,201,727 29 
2,121,634 00 
2,379,109 46 
1,529,930 00 
2,584,556 85 

646,875.47 
546,226 93 

4,933,362 19 
4,924,152 77 
3,693,584 38 

61,990 68 
3,590,395 60 
2,041,537 55 
6,564,543 27 

25,24 1,020 66 
1,247,262 37 
1,136,063 74 
3,855,668 87 
1,041,657 12 

489,543 26 

14,031,737 20 
6,291,174 16 
5,041,567 62 
4,960,849 32 

40,782,779 01 
33,366,119 1 1 

1,022,048,637 74 

10,833,274 19 

7.383.624.321 

36.5 
35.5 
34.5 
33.5 
32.5 
31.5 
30.5 
29.5 
28.5 
27.5 
26.5 
25.5 
24.5 
23.5 
22.5 
21.5 
20.5 
19.5 
18.5 
17.5 
16.5 
15.5 
14.5 
13.5 
12.5 
11.5 
10.5 
9.5 
8.5 
7.5 
6.5 
5.5 
4.5 
3.5 
2.5 
1.5 
0.5 

DOLLAR AVERAGE AGE 
-- YEARS (YEARS) 

2,566,174,375 
287,576,445 
28,185,790 
18,660,773 
63,691,597 

323,599,627 
450,805,412 

1,963,913,340 
58,990,605 
60,547,500 
56,223,301 
60,667,291 
37,483,285 
60,737,086 
14,554,698 
11,743,879 

101 ,I 33,925 
96,020,979 
68,331,311 

1,084,837 
59,241,527 
31,643,832 
95,185,877 

340,753,779 
15,590,780 
13,064,733 
40,484,523 

9,895,743 
4,161,118 

81,249,556 
91,206,292 
34,601,458 

17,362,973 
101,956,948 
50,049,179 

51 1,024,319 

22,687,054. 

'7.850.285.747 



VINTAGE 
YEAR 

1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
198'7 
1988 
1989 
I990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
200'7 

TOTALS 

KPSC Case No. 20 12-00578 
KIUC's Supplemental Data Requests 

Dated March 8, 2013 
item No. 30 

Attachment 1 
Page 3 of 5 

OHIO POWER COMPANY 
DEPRECIATION STUDY AS OF DECEMBER 31,2007 

CALCULATION OF AVERAGE AGE OF SURVIVING PLANT 
MITCHELL GENERATING STATION 314 

SURVIVING AGE 
- BALANCE {YEARS) 

42,905,678 42 
393,307 55 
61,114 00 

743,405 00 
35,211 72 

181,302 00 
152,777 00 
100,036 95 
130,222 00 
64,547 05 

424,251 00 
37,149 00 
53,821 00 

1,986,291 05 
103,346 00 
345,795 00 
934,470 00 

2,999,084 00 
2,328,086 00 

220,195 00 
238,687 00 

7,385,876 93 
8,849,794 76 
1,011,497 00 

185,308 40 
74,580 22 

2,440,100 00 
521,590 13 

1,380,649 74 
5,440,548 18 
4,988,565 39 
1,044,584 15 

206,414 90 
758,497 40 

9,226,958 63 
1,657,205 43 

81 1,007 73 

100.421.956 

36.5 
35.5 
34.5 
33.5 
32.5 
31.5 
30.5 
29.5 
28.5 
27.5 
26.5 
25.5 
24.5 
23.5 
22.5 
21.5 
20.5 
19.5 
18.5 
17.5 
16.5 
15.5 
14.5 
13.5 
12.5 
11.5 
10.5 
9.5 
8.5 
7.5 
6.5 
5.5 
4.5 
3.5 
2.5 
1.5 
0.5 

DOLLAR AVERAGE AGE 
YEARS (YEARS) 

1,566,057,262 
13,962,418 
2,108,433 

24,904,068 
1,144,381 
571  1,013 
4,659,699 
2,951,090 
3,711,327 
1,775,044 

11,242,652 
94'7,300 

1,318,615 
46,677,840 

2,325,285 
7,434,593 

19,156,635 
58,482,138 
43,069,591 

3,853,413 
3,938,336 

114,481 ,092 
128,322,024 
13,655,210 
2,316,355 

857,673 
25,621,050 
4,955,106 

11,735,523 
40,804,111 
32,425,675 

5,745,213 
928,867 

2,654,741 
23,067,397 
2,485,808 

405,504 

2,235,892.477 22.26 



VINTAGE 
YEAR 

1971 
1972 
1973 
19-74 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 

TOTALS 

KPSC C a s e  No. 20 12-00578 
KIUC's Supplemental Data Requests 

Dated March 8, 201 3 
Item No. 30 

Attachment 1 
Page 4 of 5 

OHIO POWER COMPANY 
DEPRECIATION STUDY AS OF DECEMBER 31,2007 

CALCULATION OF AVERAGE AGE OF SURVIVING PLANT 
MITCHELL GENERATING STATION 315 

SURVIVING AGE 
-___ BALANCE {YEARS) 

12,280,863 78 
706,736 54 

0 00 
8,796 57 

0 00 
5,062 00 

62,279 00 
8,464,073 97 

48,059 00 
88,575 79 
2,302 00 

20,700 00 
1,471,609 00 

360,467 00 
135,439 00 
290,792 00 
97,11900 
21,955 53 

467,621 00 
63,476 66 

410,750 77 
94,424 00 

102,964 86 
142,344 02 

13,545 00 
19,415 00 
18,232 00 
89,947 00 

0 00 
78,684 51 

512 48 
64,175 63 

408,433 50 
150,856 27 

1,102,624 96 
379,459 86 
499,878 00 

28.1 72.1 76 

36.5 
35.5 
34.5 
33.5 
32.5 
31.5 
30.5 
29.5 
28.5 
27.5 
26.5 
25.5 
24.5 
23.5 
22.5 
21.5 
20.5 
19.5 
18.5 
17.5 
16.5 
15.5 
14.5 
13.5 
12.5 
11.5 
10.5 
9.5 
8.5 
7.5 
6.5 
5.5 
4.5 
3.5 
2.5 
1.5 
0.5 

DOLLAR AVERAGE AGE 
YEARS {YEARS) 

448,251,528 
25,089,147 

0 
294,685 

0 
159,453 

1,899,510 
249,690,182 

1,369,682 
2,435,834 

61,003 
527,850 

36,054,421 
8,470,975 
3,047,378 
6,252,02 8 
1,990,940 

428,133 
8,650,989 
1,110,842 
6,777,388 
1,463,572 
1,492,990 
1,921,644 

169,313 
223,273 
191,436 
854,497 

0 
590,134 

3,331 
352,966 

1,837,951 
527,997 

2,756,562 
569,190 
249,939 

8 1 5.766.758 28.96 



VINTAGE 
YEAR 

1971 
1972 
1973 
1974 
19'75 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 

TOTALS 

I(PSC Case No. 2012-00578 
KIUC's Supplemental Data Requests 

Dated March 8, 2013 
Item No. 30 

Attachment 1 
Page 5 of 5 

Ot-110 POWER COMPANY 
DEPRECIATION STUDY AS OF DECEMBER 31,2007 

CALCULATION OF AVERAGE AGE OF SURVIVING PLANT 
MITCHELL GENERATING STATION 316 

SURVIVING AGE 
BALANCE (YEARS) 

3,440,379 57 
189,199 37 
17,319 00 
11,574 31 
24,099 00 
24,599 00 
28,721 00 

457,209 00 
46,236 00 
35,335 10 

1,641 00 
89,343 00 
35,206 00 

133,374 09 
63,076 00 

122,570 00 
37,899 00 
28,449 00 
67,439 00 
72,357 00 
45,323 00 

112,453 79 
66,357 00 
42,589 00 
45,182 21 
75,178 00 

388,065 00 
105,909 96 
60,575 65 

268,304 26 
1 1,064 60 

258,092 29 
92,943 32 

1,127,709 55 
231,228 98 
41 3,660 99 
401,379 68 

8,672.043 

36.5 
35.5 
34.5 
33.5 
32.5 
31.5 
30.5 
29.5 
28.5 
27.5 
26.5 
25.5 
24.5 
23.5 
22.5 
21.5 
20.5 
19.5 
18.5 
17.5 
16.5 
15.5 
14.5 
13.5 
12.5 
11.5 
10.5 
9.5 
8.5 
7.5 
6.5 
5.5 
4.5 
3.5 
2.5 
1.5 
0.5 

DOLLAR AVERAGE AGE 
YEARS IYEARS) -- 

125,573,854 
6,716,578 

597,506 
387,739 
783,218 
774,869 
875 , 99 1 

13,487,666 
1,317,726 

971,715 
43,487 

2,278,247 
862,547 

3,134,291 
1,419,210 
2,635,255 

776,930 
554,756 

1,247,622 
1,266,248 

747,830 
1,743,034 

962,177 
574,952 
564,778 
864,547 

4,074,683 
1,006,145 

514,893 
2,01 2,282 

71,920 
1,419,508 

41 8,245 
3,946,983 

578,072 
620,491 
200,690 

186.026.678 21.45 



I<PSC Case Na. 20 12-00578 
KIUC's Supplemental Data Requests 

Dated March 8, 2013 
Item No. 30 

Attachment 2 
Page 1 of 5 

OHIO POWER COMPANY 
DEPRECIATION STUDY AS OF DECEMBER 31 , 2007 

CALCULATION OF AVERAGE REMAINING LIFE 
MITCHELL ACCOUNT 311 

RETIREMENT YEAR - 2031 

ANNUAL INTERIM RETIREMENT RAPE 0.0023 

YEAR 

2008 
2009 
201 0 
201 1 
201 2 
201 3 
2014 
201 5 
201 6 
201 7 
201 8 
201 9 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 

TOTALS 

AMOUNT REM. LIFE 
RETI RED (YEARS) 

151,838 
151,838 
151,838 
151,838 
151,838 
151,838 
151,838 
151,838 
151,838 
151,838 
151,838 
151,838 
1 51,838 
151,838 
151,838 
151,838 
151,838 
151,838 
151,838 
151,838 
151,838 
151,838 
151,838 

62,52421 7 

66,01 6,489 

0.5 
1.5 
2.5 
3.5 
4.5 
5.5 
6.5 
7.5 
8.5 
9.5 
0.5 
1.5 
2.5 
3.5 
4.5 
5.5 

16.5 
17.5 
18.5 
19.5 
20.5 
21.5 
22.5 
23.5 

DOLLAR AVERAGE 
YEARS REM. LIFE 

75,919 
227,757 
379,595 
531,433 
683,271 
835,109 
986,947 
I ,138,784 
1,290,622 
1,442,460 
1,594,298 
1,746,136 
1,897,974 
2,049,812 
2,201,650 
2,353,488 
2,505,326 
2,657,164 
2,809,002 
2,960,840 
3,112,677 
3,264,515 
3,416,353 

1,469,319,093 

1,509,480,224 22.87 



KPSC Case No. 20 12-00578 
KlUC's Supplemental Data Requests 

Dated March 8, 2013 
Item No. 30 

Attachment 2 
Page 2 of 5 

OHIO POWER COMPANY 
DEPRECIATION STUDY AS OF DECEMBER 31,2007 

CALCULATION OF AVERAGE REMAINING LIFE 
MITCHELL ACCOUNT 312 

RETIREMENT YEAR - 2031 

ANNUAL IN'TERIM RETIREMENT RATE 0.0092 

YEAR 

2008 
2009 
201 0 
201 I 
201 2 
201 3 
2014 
201 5 
201 6 
201 7 
201 8 
201 9 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 

TOTALS 

AMOUNT REM. LIFE 
RETIRED (YEARS) 

2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 
2,729,344 

12,729,344 
12,729,344 
12,729,344 
12,729,344 
12,729,344 
12,729,344 

1,090,849,415 
12,729,344 

1,383,624,321 

0.5 
1.5 
2.5 
3.5 
4.5 
5.5 
6.5 
7.5 
8.5 
9.5 

10.5 
11.5 
12.5 
13.5 
14.5 
15.5 
16.5 
17.5 
18.5 
19.5 
20.5 
21.5 
22.5 
23.5 

DOLLAR AVERAGE 
YEARS -- REM. LIFE 

6,364,672 
19,094,OI 6 
31,823,359 
4-4,552,703 
57,282,047 
70,011,391 
82,740,734 
95,470,078 

108,199,422 
120,928,766 
33,658,109 
46,387,453 
59,116,797 
71,846,141 
84,575,484 
97,304,828 

222,763,516 
235,492,859 
248,222,203 
260,951,547 
273,680,891 
286,410,234 

25,634,961,245 

21 0,034,172 

29,001,872,668 20.96 
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01110 POWER COMPANY 
DEPRECIATION STUDY AS OF DECEMBER 31 , 2007 

CALCULATION OF AVERAGE REMAINING LIFE 
MITCHELL ACCOIJNT 314 

RETIREMENT YEAR - 2031 

ANNUAL. INTERIM RETIREMENT RATE 0.0145 

YEAR 

2008 
2009 
201 0 
201 1 
201 2 
201 3 
201 4 
201 5 
201 6 
2017 
201 8 
201 9 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 

TOTALS 

AMOUNT REM. LIFE 
RETIRED (YEARS) 

1,456,118 
1,456,'118 
1,456,118 
1,456,118 
1,456,118 
1,456,'118 
1,456,118 
1,456,118 
1,456, I 18 
1,456,118 
1,456,118 
I ,456,118 
1,456,118 
1,456,118 
1,456,118 
1,456,118 
1,456,118 
1,456,118 
1,456, I 18 
1,456,118 
1,456,118 
1,456,118 
1,456,118 

66,931,234 

100,421,956 

0.5 
1.5 
2.5 
3.5 
4.5 
5.5 
6.5 
7.5 
8.5 
9.5 

10.5 
11.5 
12.5 
13.5 
14.5 
15.5 
16.5 
17.5 
18.5 
19.5 
20.5 
21.5 
22.5 
23.5 

DOLLAR AVERAGE 
YEARS REM. LIFE 

728,059 
2,184,178 
3,640,296 
5,096,414 
6,552,533 
8,008,651 
9,464,769 

10,920,888 
12,377,006 
13,833,124 
15,289,243 
'1 6,745,361 
18,201,480 
19,657,598 
21 , I  13,716 
22,569,835 
24,025,953 
25,482,071 
26,938,190 
28,394,308 
29,850,426 
31,306,545 
32,762,663 

1,572,883,991 

1,958,027,298 19.50 
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OHIO POWER COMPANY 
DEPRECIATION STUDY AS OF DECEMBER 31 , 2007 

CALCULATION OF AVERAGE REMAINING LIFE 
MITCHELL ACCOUNT 315 

RETIREMENT YEAR - 2031 

ANNUAL INTERIM RETIREMENT RATE 0.0032 

YEAR 

2008 
2009 
201 0 
201 1 
2012 
2013 
2014 
2015 
201 6 
201'7 
201 8 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 

TOTALS 

AMOUNT REM. LIFE 
REPI RED (YEARS) 

90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
90,151 
9O1I5'I 
90,151 
90,151 
90,151 
90,151 

26,098,704 

28,172,176 

0.5 
1.5 
2.5 
3.5 
4.5 
5.5 
6.5 
7.5 
8.5 
9.5 

10.5 
11.5 
12.5 
13.5 
14.5 
15.5 
16.5 
17.5 
18.5 
19.5 
20.5 
21.5 
22.5 
23.5 

DOLLAR AVERAGE 
--__. YEARS REM. LIFE 

45,075 
135,226 
225,377 
31 5,528 
405,679 
495,830 
585,981 
676,132 
766,283 

946,585 
1,036,736 
1 ,I 26,887 
1,217,038 
1,307,189 
1,397,340 
1,487,491 
1,577,642 
1,667,793 
1 ,'757,944 
1,848,095 
1,938,246 
2,028,397 

61 3,319,540 

856,434. 

637,164,470 22.62 
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OHIO POWER COMPANY 
DEPRECIATION STUDY AS OF DECEMBER 31,2007 

CALCULATION OF AVERAGE REMAINING LIFE 
MITCHELL ACCOUNT 316 

RETIREMENT YEAR - 2031 

ANNUAL INTERIM RETIREMENT RATE 0.0089 

YEAR 

2008 
2009 
201 0 
201 I 
201 2 
201 3 
2014 
201 5 
2016 
201 7 
201 8 
201 9 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 

TOTALS 

AMOlJNT REM. LIFE 
RETIRED lY EARS) 

77,181 
77,181 
77,181 
77,181 
77,181 
77,181 
77,181 
77,181 
77,181 
77,181 
77,181 
77,181 
77,181 
77,181 
77,181 
7'7,181 
77,181 
77,181 
77,181 
77,181 
77,181 
77,181 
77,181 

6,896,876 

8,672,043 

0.5 
1.5 
2.5 
3.5 
4.5 
5.5 
6.5 
7.5 
8.5 
9.5 

10.5 
I I .5 
12.5 
13.5 
14.5 
15.5 
16.5 
17.5 
18.5 
19.5 
20.5 
21.5 
22.5 
23.5 

DOLLAR AVERAGE 
YEARS REM. LIFE 

38,591 
11 5,772 
192,953 
270,134 
347,315 
424,497 
501,678 
578,859 
656,040 
733,221 
81 0,402 
887,584 
964,765 

1,041,946 
1 , I  19,127 
1 ,I 96,308 
1,273,490 
1,350,671 
1,427,852 
1,505,033 
1,582,214 
1,659,395 
1,736,577 

162,076,581 

182,491,004 21.04 
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tunc 

Please provide the present depreciation rates by jurisdiction for each of the Mitcliell units 
by FERC plant account. Provide a copy of the relevant sectioiis of each rate orcler that 
approved these present depreciation rates aiid a copy of the study irsed to derive those 
appi-ovecl depreciation rates. 

The preseiit Ohio (tlie only ,jurisdiction) depreciation rates used for Mitchell Plant are 
listed below by FERC Plant account. These rates were hrst applied in January 2009 based 
on a December 2007 depreciation study. Ohio Power Company's (OPCo) geiieration 
assets are deregulated in Ohio, and due to its deregulated status OPCo did iiot request 
approval from the Ohio Coiimission for a change in generation depreciation rates 
following its latest depreciation study. Therefore, there is no order available, which 
approves these depreciation rates. 

In addition, OPCo does not iiiaiiitaiii its property records by w i t  lo1 the Mitchell plmt 
aiid tlierefore tlie iiiforiiiatioii requested by unit is iiot available. 

Depreciation 
Description Rate 

OPCo 101/6 31 1 Mitchell Plant 
OPCo 10116 312 Mitchell Plant 
OPCo 101/6 312 Mitchell SCR Catalyst 
OPCo 101/6 314 Mitchell Plant 
OPCo 101/6 315 Mitchell Plant 
OPCo 101/6 316 Mitchell Plant 

2.87 O h  
3 90% 

10 00% 
2 86% 
2 39% 
2 79% 

NESS: Raiiie I< Wolmhas 



Y 

Please pi-ovide the Coiiipaiiy's estimate o f  the reiiiaiiiiiig service lives o r  each 01 [he 
Mitcliell uiiits as of Deceiiiber 3 1, 201 3. Provide all support relied 011 lo1 you1 r'csponsc. 
including aiiy studies and/or workpapers. 

As of December 3 I ,  2013, the Company estimates that tlie Mitchell plant will have a 
teiiiaiiiiiig life of approximately 27 years. 

The plaiiiiiiig retireiiieiit dates for Mitchell 1 aiid 2 were deteriiiiiiecl based 011 h e  
experience of the AEP Service Corporatioil Fossil aiid Hydro orgaiiization, \vh ich has 
been iiivolvecl in operatiiig aiicl iiiaiiitaiiiiiig oiie of tlie largest coal fired generating fleet:s 
iii the couiitry, i iot aiiy specific studies. Plaiiiiiiig retireiiieiit dates do iiot necessari 1 y 
iiiatcli depreciatioii retiremelit dates. The Coiiipaiiy is aware of other super-critical coal 
lived plants with plaiuied service lives ap1Jroaching those plaiuied for the generating 
assets. as showii 011 the table below. 

Please also refer to tlie testimony of Coiiipany witriess LaFleur, pages 6 a i d  7 

WIITNESS: Raiiie I<. Woluihas 



wer Y 

I f  the Coiiimissioii does not approve the acquisition of 50% or  each of the Mitchell units, then 
\\/hat will Ohio Power or AEP Generation Resources do with this capacity? List cach option 
available and how Ohio Power or AEP Geiieratioii Resources will proceed. 

ICeiiti& Power caiiiiot speculate as to what actions AEP Generation Resouiccs might take iii 
iesponse to this hypothetical question. Ohio Power is not relevant to the question as it will not 
own tlie h4itchell wi t s  after Jaii~iary 1, 20 14. 

See also tlie Company's response to IQSC 1-2,l. 

\7i71TNES§: Gregory G Pauley 



Y 

If Ohio Power or AEP Geiieratioii Resources does not sell the 50% of each Mitchell unit 
to another entity aiid does not enter into a uiiit power sale or another form of bilateral 
saIes agreement, then what will it do with the capacity aiid energy? Is th is  the clehilt 
option'? If not, then please identify the default option aiid provide all reasons w h y  Ohio 
Power or AEP Geiieratioii Resources plaiis to proceed with a non-default option. 

See the Company's response to KIT..JC 2-35. 

TNESS: Gregory G Pauley 



Page: 1 of I 

Rel‘er to the Coiiipaiiy’s respoiise to KKJC 1-50(a) aiid tlie statement that theie -‘are no 
‘catcgories’ of of[-system sales and refer to the Company’s response to KIUC I -5O(c). 
which statcs OSS margins iiiclttde “”margins fioiii fiiiaiicial products.” Please i cconcilc 
the statmielits in response to ICIUC l-SO(a) aiid (c) with the removal 01’ “ I  ~ i iancial  
iiiargiiis” from the OSS iiiargiiis sharing calculatioiis shown on the O S S  tab oJ the 
electroiiic spreadsheet provided in response to Staff 1 - 12. 

OSS Margins include both physical and fiiiaiicial margins. The Company’s S SC sliari iig 
provision does not subdivide off-system sales margins by various types of OSS activity 
into clefiiiecl ‘categories’. In reference to the OSS iiiargiiis shariiig calculations slio\vn on 
the OSS tab of the electronic spreadsheets provided in the Company’s response t o  I< PSC 
I - 12,, tlie fiiiaiicial iiiargiiis were removed strictly for purposes of developing an "ripples- 
to-apples” coiiiliarisoii between (1) the curreiit pool aiid (2) the stand-alone case with the 
asset transfers aiid PCA. This removal is not inteiided to reflect that such margins will 
not occur uiider the PCA. Please refer to the Coiiipaiiy’s respoiise to ICIIJC: 2,-21 parts a 
tliro~igli d for additioiial details regarding “fiiiancial margins.” 

NESS: R.aiiie I< Wohidias 



Ifem No. 36 
Page 1 o f 2  

Rekr  to tlie Coiiipaiiy’s respoiise to ICIUC 1-52, which states there “has been no attempt 
to sell the Mitchell geiieratiiig units or tlie entire plaiit to lion-affiliated entities dui iiig tlie 
last three years.” Please explaiii why not. In aclditioii, please provide all docuiiieiits that 
address the disposition of the Mitchell units preparecl within the last tlirce years, 
including, but not liiiiited to, studies, analyses, aiid correspoiideiice, iiiclucliiig eiiiai Is 

The Compaiiy objects to this request to tlie extent it seelts coiiiiiiuiiicatioiis and 
documents protected by the attorney-client privilege and/or tlie attorney \voi k-prod~ct 
doctrine. 

The Coiiipaiiy further objects to this request to tlie extent it seelts all docuiiieiits that 
aclclress the disposition of the Mitcliell Units prepared within tlie last three years, as such 
request is overly broad and uiiduly btirdeiisoiiie, as it purports to require a search of 
documents iiivolviiig poteiitially tliousands of employees aiid corporate records, and their 
review concerniiig coiifideiitiality aiicl privilege. On March 20, 3.0 13, the Company 
received tlie docwiieiits identified in tlie key word scan for docuinents of tlie ii~tiivictuals 
listed in this response. Nearly 60,000 documents were identified as beiiig potentially 
respoiisive to this request. 

Without waiving its objections, tlie Coinpaiiy states as follows: 

The Company is searching the electronic files 01 the followiiig individuals €01 respoiisive 
docuiiieiits : 

Robert Powers - EVP aiid COO - AEPSC 
Nlark McC~dlotigli - EVP Geiieratioii - AEPSC 
Richard Muiicziiislti - SVP Regulatory Services - AEPSC 
Philip Nelson - Maiiagiiig Director, Regulatory Priciiig & Analysis - AEPS C 
Greg Pauley - President aiid COO - Kentucky Power Coiiipaiiy 
Raiiie I<. Woliidias, Managing Director, Regulatory and Finance, I<eiitLzcky Powei 
C oiiip any 



I n  addition to the document produced with this response, I<IIJC 2-36 Attachment 1,  
I<eiitucky Power will produce noli-piivileged docuiiieiits responsive to this 1 equest as 
soon as they are available, with coiilideiitial information protected pursiiant to 
C o m iii is sioii rules. 

The Company flirther states that the Mitchell generating units are curreiitly used by the 
east operating coiiipaiiies under the Iiitercoiinectioii Agreement. The R4itclielI units are 
base load, eiiviroiuiieiitaIIy coiitrolled units. Keiitucky Power aiid Appalachian Power 
Coiiipaiiy (APCo) are in iieed of capacity aiid base load energy. Therefore, i i o  attempt 
was made to sell the Mitchell generating units to noii-affiliated entities. As discussed in 
the testimony of Coiiipaiiy witiiesses Paiuley aiicl Weaver, the transfer of 50% of the 
h4itcliell units is the least cost option for meeting the Company's long-term capacity aiicl 
energy requireiiieiits. See also the FERC filing iiiade 011 behalf of I<.entucky Power and 
other AEP Companies (Applicatioq page 8, footnote 7). 

See the Compaiiy's responses to PSC 1-21, SC 1-4, aiicl KIUC 1-102,. 

$NESS: Raiiie I<. Wohidias 
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Itcasa No. 37 
Page I o f 1  

Y 

Refer to the Company’s respoiise to ICIUC 1-68 in which Dr. McDeriiiott states t h a t  “The 
opportiinity cost is either tlie cost to build aiid operate a new plant or the price that can hc 
obtained in the iiiarltet place (whichever is larger).” 

a. Please explain why Dr. McDermott believes this stateiiieiit is true aiid ~vhy  i t  shoulcl 
iiot be “wliichever is siiialler.” 

b Provide all reasoiis why the citied stateiiieiit is economically ratioiial aiid piovitle a 
copy of all authorities relied on for tlie cited statement. 

a. Dr. McDeriiiott’s statement in KITJC 1-68 is premised upon his opiiiioii tl1:lt sei lers 
would be uiiwilliiig to sell below their opportunity cost. Opportuiiity cost is tlie beiie.fi t of 
the next best alternative aiid is a well-known coiicept in economics. If’, for exaiiiple, tlie 
iiiarltet price o f  capacity is $1 O/It W-yr aiid tlie seller’s cost is $2O/k W-yr the opportunity 
cost of selliiig at the iiiarltet price is tlie benefit the seller would receive froiii redeploying 
that $20/ltW-yr in some other alternative. Similarly, if, tlie iiiarltet price of capacity is 
$20/ltW-yr aiid the seller’s cost is $lO/ltW-yr tlie opportunity cost of selling is the 
beiieit the seller would receive fi-om selliiig iiito tlie market at $20/ltW-yr. In either case 
tlie opportunity cost is tlie larger of either the cost o f  the build or the market price. Even 
-\vlieii other opportunities iiiay be available to an iiivestor that could complicate the 
analysis in coiiipetitive marltets the prices should reflect opportunity cost. 
b. Froiii the logic of (a) Dr. McDeriiiott reasoiis that we vvould iiot expect the seller to 
sell at below its opportunity cost as it could always do bet-ter by redeploying its assets in  
another iiiaimer. This is basic economics. One caii look to aiiy textbook for the priiiciple 
that people respond to iiiceiitives aiid the proper iiieasure of costs is the opportunity cost 
For example, see cg . ,  P. I<uugiiian, et 01. Esseuricrls ~ ~ E C O M O I ’ I ~ ~ C S ,  211d eclition, Worth: 
New York, 2,O 1 1; N .  G. Mailtiw, Essenlials uf Economics, Stll edition, Soulli-Western: 
i \ / l~~ol l ,  01-1, 2009. 

ITNESS: Karl McDermott 



ReCer to the Company's respoiise to IUUC 1-69. Please describe the preseiit status 01 the 
eiigageiiieiit letter aiicl why this response has not yet been supplemented. 

See the Coriipany's respoiise lo AG 2-29. 



R.efe’er to the Comliaiiy’s respoiise to I<ITJC 1 -72,(b), which states that the question misstates DI-. 
McDermott’s testimony. Please explain why Di-. McDeriiiott believes that the question misstates 
his testimony. 

111-. McDeiiiiotl did not testify that he is “certaiii” that the Company’s evaluatioii appi osimatcs 
the bid piice. 



Refer to the Company’s response to ICITJC 1-76. 

a Please coiifiriii that tlie aiiiouiits sliowii in the “current” coluiim of RI<W- Exhibit 4 
represent actual amounts talceii fioiii the Coiiipaiiy’s accouiitiiig boolts and records. 

b Please describe aiiy “analysis” or calculatioiis that was perforiiied 011 the actual data talteii 
Goiii tlie Coinpaiiy’s accouiitiiig books aiid records in order to populate the ““cureiit” 
coluiiiii of RI< W-Exhibit 4 for 20 1 1 . 

c Please provide tlie information that was requested lor the years 2007 throiigh 20 I O  

;i The amounts iii the “crirrent” column of RKW - Exhibit 4 represent amoinits actually 
1-ecorded 011 the Coiiipaiiy’s boolts. 

17. No aiialysis or calculatioiis were perforiiied 011 tlie actual amouiits in the “current” colwiin. 

c. The Coiiipaiiy objects to this request as being ~ i i d ~ d y  burdensome aiid overly broad, 
irrelevant aiid iiot liltely to lead to tlie discovery of adiiiissible evidence. Not\?;ithstanctiiig 
this objectioii, tlie Coiqany states it has not prepared the requested analysis. 

WITNE$S: Ranie I< Woluilias 



RE Q u E s T 

Rel'er Lo tlie Company's respoiise to KIUC 1-77 aiid the request to piovi(le a vcic;ion 01' 
RKW-Exhibit 4 tising 20 12, iiiforiiiatioii. 

a. Please provicle the uiiderlyiiig electroiiic spreadsheet with all foriiiulgs intact 1-01 the 
2012. analysis that has been or will be provided in response to AG 1-37 along wi th  a 
copy of all precursor source docuiiieiits aiid calculations, iiicludiiig electronic 
spreadsheets in sufficieiit detail to review all assumptions, data, and calculations that 
were performed o r  each line item. 

b Plcase piovide a quaiitiGcatioii of the Giiaiicial iiiaigiiis tlie Coiiipaiiy \vi 1 I e,ri 11 iiiiclci 

tlie PCA with Asset Tiaiisfers paradigm. Provide all assuiiiptioiis. dLiia. . i n t i  

calculatioiis, iiicludiiig electroiiic spreadsheets with formulas iiitact used to pi 01 iilc 
the quaiitificatioii in respoiise to this question. 

c.. Please describe tlie derivatioii o f  the QSS margins ~ ~ i i d e r  the PCA with Asset 
Transfers paradigiii shown 011 tlie OSS tab of the spreadsheet provided iii response to 
part (a) of this question. For example, were tlie OSS iiiargiiis quantified through ;i 

production cost model, such as PROMOD or Strategist, or were they cle\eloped 
using soiiie other software, such as Excel? Xthe OSS iiiargiiis were develolxcl iisi iig 
13scel or soiiie otlier spreadsheet-based software, theii please provicle a copy o f  thc 
spreaclslieet with all foriiiulas iiitact. Regardless of the software used. proviclc a1 I 
assumptions, including, but iiot liiiiited to, hourly iiiarket prices aiid hou1l y costs to 
generate used to quantify the OSS iiiargiiis uiider this paradigm. 

cl. Please separate the OSS iiiargiiis uiider the PCA with Asset Transfers paradigin 
s l i o ~ ~ i i  on the OSS tab iiito tlxee categories: i) Mitchell, ii) replacement ol- C.'urrent 
Pool paradigm with PCA, aiid iii) other. Provide all assuiiiptioiis. (laki, m:l 
computatioiis, including electroiiic spreadsheets with foriiiulas intact, aloiig with a 
copy of all precursor source doctiiiieiits and all precursor computatioiis, i nclucliiig 
electronic spreadsheets with cell foriiiulas intact. 



a. See the i-espoiise to AG 2-1 2 for the requcsted 20 12 iiifoi-mation 

h ‘Tlic actual liiiaiicial iiiargiiis eariied by KPCo in 2012 aiid iiiclridecl 111 both h e  20 12 
Actual Systeiii Sales Clause (SSC) values aiid the PCA with Asset Tiansl’ei s valucs 
in AG 2-12 Attacliiiieiit 1 were $4,236,840. This aiiiouiit is sliowii 011 the O S S  tab of 
that file. The iiiclusioii of fiiiaiicial iiiaigiiis iii the 20 12 aiialysis reflects that thcy 
1voi11d have beeii iiicluded iii the SSC uiidei the PCA with Asscts I I ansicis 
paradigiii cluriiig that period. 

c. ‘The $34.22 iiiillioii pliysicaI eiiergy sales iiiargiii coiiipoiieiit ol‘ OSS mal giii \i as 
computed in Excel. Tlie OSS iiiargiiis are calcitlatecl in Excel 011 the Moclel t,ih 0 1  tlic 
file entitled “2012 ICPCo Staiid Aloiie Eiiergy Traiisactioii Wlodel” inclutlcrl iii A( i 2- 
12 Attachment 2. All of the load, geiieratioii in MWh, aiid iiiarltet pi ices iisui 111 iiiiit 

file are tlie actual hourly values from caleiidai year 20 12. The genelation iiicluclccl 
50% oTt1ie Mitchell imits. 

Tlie cost assigiied to OSS in the calculatioii o l  tlie OSS iiiargiiis represents llic 
average dispatch cost o€ all of tlie Company’s generation resources iiiclucling 50% o I 
R/litchell duriiig tlie hours in which they were clesigiiated to serve O S S  d u i  i n ?  30 12 
‘The dispatch cost iiicluded all variable costs inclucliiig -fuel, variablc main tciiancc, 
cheiiiicals, arid einissioiis costs. 

Tlie $4.2,4 iiiillioii of fiiiaiicial margins represeiits tlie actual aiiiotint c;iriiccI b\/ ( l i e  
Coiiipaiiy in 2012. 

The O S S  iiiargiiis also include ICPCo’s sliare o€ PJM Capacity Auction revenues The 
computatioii of that coiiipoiieiit of iiiargiiis is sliown iii a file eiititled “C‘al I 2 l-’.IR/I 
Capacity Sate Allocatioii” that was included in AG 2- 12 Athchiiieiit 2 

The calciilatioii of the $8.95 iiiillioii of PJM cost associated with off-system cnei p 
sales wliicli was deducted from the OSS iiiargiii is sliowii 011 the “PJM Bill” ta l3  01’ 
AG 2-12 Attachment 1 I Tlie file iii AG 2-12 Attacliiiieiit 2 that contains thc soiiice 
the amoiiiits on tlie PJM Bill tab is eiititlecl “2012 PJM Bill Skinti Aloiic 
Reseltle~iieiit.xlsx”. 

d. The requested aiialysis has iiot been performed. 



Rekr  to the Company's respoiise to IXUC 1-7s. Please provide all source docuiiients ;tiid 

clectronic spreadsheets used to iiialte each calculation described in this response for 20 I 1 and in 
les1)oiise I O  AG1-37 for 2012. 

LPESPONSE 

Please see the files provided in KPSC 1-12, ICPSC 1-12 Suppleiiieiital aiid AG 2-12 loi thc 
I cques t ecl i iil'o riiiatioii. 

dTJiNESS: Raiiie I< Woluilias 



Rel'er to the Coiiipany's respoiise to ICIUC 1-84. 

;I Please c o i i f h  that the Coiiipaiiy can provide the requested iii€oriiiatioii. I1 it cuiiiot, tlieii 
please explain why il caiiiiot provide the information or make the requested calculations. 

h. Please coiifiriii that 110 party other than the Coiiipaiiy can provide the requested inIoi mation 
or make the requested calculation without tlie requested information. 

(; Plcase provide tlie reqiiested iiiforiiiatioii for 301 1 aiid Cor 2012. Provide all iis~iimpttons, 
(lata, aiid calculations, including electroiiic spreadsheets with foriiiulas intact. 

RES PON SE 

;1 The requested information could possibly be provided by the Coiiipaiiy, but not \vi h i i t  a 
cletaileci study which would constitute a iiew work product. 

17. C o 111-i r iiiecl . 

c. For 201 1 refer to tlie Coiiipaiiy's respoiise to a. above. For 2012 please see thc C'oiiipnny's 
response to AG 2-12. 

~VHTNESS: Raiiie I< Wohidias 



REQUEST 

Reler to the Company's response to KIUC 1-85. Please provide the in lo t  mation 
icquested at the most detailed level available. Please note that the rcquest i m s  lor [lie 
Com]>any's 2013 and 2014 operating budgets and/or forecasts and was not liiiiitcd to 
O&M expense or OBtM expense by f~iiictioii. 

RESPONSE 

Please see KIUC 2-44 Attaclimeiit 1 on the eiiclosed CD. The 2013 foiecast is icIlecti\ie 
of the Company's filial control budget for the year. The 2014 Corecast is based on vnlucs 
aiid assLriiiptioiis lciiowii at the time of tlie submission of this response; this is not h e  h a 1  
2014 control budget. 

WUITVESS:: Raiiie I< Woluilias 



Please piovicle a copy or  the Iiitercliaiige Power Statemeiits Poi each iiioiitli J a n w  y 200s 
through Deceiiiber 20 10. 

Please see ICITJC, 2-45, Attaclmeiit 1 on the enclosed CD. 

WITNESS: Raiiie I< Woldias  



Refer to the Coiiipaiiy's respoiise to KIT-JC 1-97 

a Please confirm that the Coiiipaiiy has the inlbriiiatioii iiecessary to responcl to this 
request. 

11. Please coiiiii-m that 110 other party other than tlie Company has the inkmiat ion 
necessary to respoiid to this request. If this is iiot correct, then identify each p ~ t y  
who has this information and the source of this information. Please provide a copy of 
this iiiforiiiatioii if it is in the Coinpaiiy's possession. 

RESPONSE 

a. The Company objects to this data request as seeking information that is iuclevant. lo 
lead to tlie discovery of admissible evideiice is this proceeding. Notwithstantli iig the 
objection, tlie Company lias the information. 

b Each of the RTP customers has the iiiPormatioii iiecessary to iespoiicl to the I cqiicst. 
The source o l  the iiiforiiiatioii is coiitaiiied in the CiIstoiiier's monthly bills u ic l  the 
Coiiipaiiy's tariffs. 

WHTNESS: Raiiie IC Woliiilias 



Relei to the Company’s respoiise to ICIIJC 1-9s aiid KIUC 1-99 l < I L J C  did no[ 
specifically ideiitif‘y the “traiisferor.” Based 011 the Coiiipaiiy’s iespoiise to l<lI JC 1-08. 
the Coiiipaiiy does iiot believe that AEP Geiieratioii Resources, Inc. and N EWCO 
I<entucl<y are anything otlier tliaii teiiiporary iiiteriiiecliaries. The Mitcliell units ai e 
preseiitly owiied by Ohio Power Company. Thus, KIIJC will accept tlie proposi lion that 
Ohio Power Coiiipaiiy is tlie “transferor” for purposes of the following questions aiicl that 
AEP is the parent coinpaiiy aiid sole shareholder of Ohio Power Coiiipaiiy. 

a Does AEP and/or Ohio Power Coiiipaiiy plan to iiideiiiiiify the Company agni n b t  

liability €or Ohio Power Company’s acts aiid oiiiissioiis related to the Mitchcl I P lan t  
that origiiiated prior to the proposed tiaiisfer to the Company? I€ not. then plcasc 
esplaiii why iiot. If so, theii please identify the specific piovisioii of C J L I I  cli Lilt 
agi eeiiieiit wherein such iiideiiiiiificatioii is addiessed. 

11. Is it the iiiteiit of AEP and/or Ohio Power Coiiipaiiy that the Company assuiiic the 
liability For Ohio Power Company’s acts aiid oiiiissioiis related to the Milclicll Plant 
that oiigiiiated prior to the traiisfer? If so, wlial is tlie basis lor this pioposilioii’) 
Please identify tlie specific provisioiis o€ each draft agreeiiiciit whei ein thc 
assuiiiptioii o€ liability is addressed. If‘ iioiie, theii please so state. 

a N eitlicr AEP iior Ohio Power Coiiipaiiy plan to iiideiiiiiify tlie Company agai nsi 
liability for Ohio Power Coiiipaiiy acts aiid oiiiissioiis related to tlie Mitchcli I”1aiit 

tliat oiigiiiated prior to the traiisfer. The Company is acquiring its owieiship iiitcicst 
in the Mitcliell Plaiit at iiet book value which reflects tlie liabilities iclatiiig to the 
Mitchell Plaiit that aie carried on tlie boolts of Ohio Power Coiiipaiiy at the timc ol 
t i  aiisler. 

b. The Company will assuiiie the liabilities relating to tlie Mitchell Plant that oii ginate 
prior to the transfer. The Coiiipaiiy is acquiring its ownership interest in the R/I itchel 1 
Plant at iiet book value wliicli reflects the liabilities relating to the Nlitchell l j l i i n ~  tha t  
are carried oii the boolcs of Ohio Power Company at the time of transfer. 

WITNESS: Raiiie K Wohidias 



REQUEST 

Please provide a copy of each of h e  most recent draf’l agreements iiecessai-y to e l lc tuale  
llie traiisle‘er of the 50% of each of tlie Milcliell Plaiil units 1 aiid 2 fioiii Ohio Poivcr 
Coiiipaiiy to I<; eiitucky Power Coiiipaiiy . 

RESPONSE 

See the Company’s application, Exhibits 1 aiid 2. KIUC 2-48 Attaclimcnt 1 131 o \  icleb i h u  

Form of Asset Coiilributioii Agreeiiieiil between Ohio Powei Company ‘incl A L  1’ 
Geiiei atioii Resources Inc. 

WITNESS: Gregory G Pauley 



KPSC Case No. 2012-00578 
KIUC's Supplemental Data Requests 

Dated March 8, 2013 
Item No. 48 

Attachment 1 
Page 1 of 36 

ASSET CCDNTMBBJTICON AGmEMENT 

BETWEEN 

OHIO BOWER COMPANY 

AND 

AEP GENERATICON RESOURCES ICNC. 



l<PSC Case No . 20 12-00578 
KIUC's Supplemental Data Requests 

Dated March 8. 2013 
Item No . 48 

Attachment 1 
Page 2 of 36 

ARTICLE I DEFINITIONS ............................................................................................................ 2 
Section 1.01 Deiiiitioiis ............................................................................................................ 2 

ARTICLE I1 TRANSFER OF ASSETS ........................................................................................ 10 
Section 2.01 Transfer of Assets .............................................................................................. 10 
Section 2.02 Excluded Assets ................................................................................................. 12 
Section 2.03 Assumed Liabilities ........................................................................................... 14 
Section 2.04 Excluded Liabilities ........................................................................................... 14 

ARTICLE 111 ASSET TRANSFER; CLOSING ............................................................................ 15 
Section 3.01 Asset Transfer .................................................................................................... 1.5 
Section 3.02 Proration ............................................................................................................ 15 
Section 3.03 Closiiig .............................................................................................................. 16 
Section 3.04 Closiiig Deliveries ............................................................................................. 16 

ARTICLE IV l3J3PRESENTATIONS AND WARRANTIES ...................................................... 18 
Section 4.01 Represeiitatioiis and Warranties of Transferor .................................................. 18 
Section 4.02 Represeiitatioiis and Warranties of Transferee .................................................. 24 

ARTICLE V CERTAIN COVENANTS AND AGREEMENTS .................................................. 26 
Section 5.0 1 
Section 5.02 Further Assurances ............................................................................................. 26 
Section 5.03 Survival .............................................................................................................. 26 
Sectioii 5.04 
Section 5.05 

ARTICLE VI MISCELLANEOUS PRQVISIQNS ...................................................................... 28 
Section 6.01 Notices ............................................................................................................... 26 
Section 6.02 Waiver ................................................................................................................ 29 
Section 6.03 Entire Agreement; Amendment; etc .................................................................. 30 
Section 6.04 Assigiiineiit ........................................................................................................ 30 
Section 6.05 Severability ........................................................................................................ 31 
Section 6.06 Governing Law .................................................................................................. 31 
Section 6.07 
Section 6.08 Scliedules ........................................................................................................... 32 
Section 6.09 Specific Performance ......................................................................................... 32 

Transfer Tax; Recording Costs .......................................................................... 26 

Iiideinnificatioii by Transferor ........................................................................... 28 
Iiideinnificatioii by Transferee ........................................................................... 26 

Counterpai-ts: Facsiiiiile Executioii .................................................................... 31 

EXHIBITS 

Exhibit A 
Exhibit B 
Exhibit C 
Exhibit D 
Exhibit E 

Form of Assignment of Contracts 
Forin of Assigiiineiit of Easeinents aiid Rights o€ Way 
Forin of Assigiiineiit of Real Property Leases 
Foriii of Assumption Agreement 
Forin of Asset TraiisCer Agreeiiieiit 



KPSC Case No. 2012-00578 
KlUC's Supplemental Data Requests 

Dated March 8, 2013 
Item No. 48 

Attachment 1 
Page 3 of 36 

Schedule I .O 1 
Schedule 1.02 
Schedule 1.03 
Schedule 1.04 
Schedule 1 .OS 
Schedule 1.06 
Schedule 1.07 
Schedule 1.08 
Schedule 1.09 
Schedule '2.01 (c) 
Schedule 2.01(p) 
Schedule 2.0 1 (q) 
Schedule 2.01 (t) 
Schedule 4.01(e)(i) 
Schedule 4.0 l(g) 
Schedule 4.0 1 (i) 
Schedule 4-.01(j) 
Schedde 4.Ol(k) 

Assuiiied Payables 
Cook Coal Teriniiial 
Debt 
Easements and Rights of Way 
Franltliii Real Property 
Generat iiig PI ants 
Pollution Control Revenue Boiids 
Rail Transportation Assets 
River Traiisportatioii Assets 
Real Property 
Tang i b 1 e Per s o 11 a1 Property 
Miscellaneous 
Generation Traiisinissioii Assets 
Leased Real Property and Real Property Leases 
Environmental Matters and Environmental Permits 
Contracts 
Legal Proceedings 
Permits 



KPSC Case No. 20 12-00578 
IIIUC's Supplemental Data Requests 

Dated March 8, 2013 
Item No. 48 

Attachment 1 
Page 4 of 36 

This Asset Conntribntionn Agreemennt (this "A,greement"), dated as of 2.01-, is 

between Ohio Power Connnpamy, an Ohio corporation ("Transferor"), and AEP Gennerrationn 

Resoenrces Ilmc., a Delaware corporation ("Transferee"). Collectively, Transferee and Transferor 

may be referred to lierein as the "Parties" aiid each, individually, as a "Party." 

W - I - T N  - - E - S - S - E - T - 1-1 

VWIIEREAS, Transferor owns or holds interests in certain electric generating plants aiid 

related facilities iii tlie state of Ohio; leases for barges and towboats utilized in connection with 

tlie delivery of coal and other products to Transferor's generating plants; the Cook Coal Terminal 

(as hereinafter defined); and certain other assets, improvements, equipment, properties (both 

tangible, including real and persoiial properly, a id  intangible), and rights associated therewith or 

ancillary thereto, all as more specifically described herein. 

WHEREAS, Transferor desires to transfer aiid assign to Transkree, and Transferee 

desires to acquire and assume from Transferor, the Transferred Assets (as hereinafter defined) 

and certain liabilities, upon the terms aiid conditions hereinafter set forth; 

WHEREAS, coiicurrently with, and as a condition to, the execution and delivery of this 

Agreement, Transferor aiicl Transferee are executing aiid delivering an Assumption Agreement, 

pursuant to which, and subject to the terms and conditions thereof, Traiisferor has agreed to 

assigii and Transferee has agreed to assume, concurrently with the closing of the transactions 

contemplated lierein, certain liabilities of Transferor as described therein; 

V4MIEmAS, Transferor and Transferee intend that tlie transfer of tlie Transferred Assets 

contemplated herein quali€y as contributions to capital under Section 35 1 of tlie Interiial Revenue 

Code of 1986, as aiiiended; a id  

VVHEREAS, Transferor directly owns all of tlie outstanding capital stock of Transferee. 

NOW, THEmFOm,  in consideration of tlie premises and tlie mutual covenants, 

agreements, representations and warranties liereinafier set forth, the Parties, intending to be 

legally bound, hereby agree as follows: 
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Section I .01 Defiiiitions. 

(a) As used in this Agreemiit, the followiiig teriiis have the following 

meanings: 

" AfffiUiate" iiieaiis a Person that directly or indirectly through one or more interiiiediaries, 

controls, or is controlled by, or is wider coiniiioii control with, the Person specified. The term 

"control" (iiicluding fhe terms "controlliiig," "controlled by" and "uiider coiiiiiio~i coiitiol with") 

iiieaiis the possession, direct or indirect, of the power to direct or cause the direction of the 

iiiaiiageineiit and policies of a Person, whether through the ownership of voting securities, by 

coiitract or otherwise. 

"Aaiciil!la!rv Agreements'' iiieaiis the Assuinptioii Agreement, the Asset Transfer 

Agreeineiit, the Deeds, the Assigiiinent of Easeiiieiits and Rights of Way, the Assignment of Real 

Property Leases, the Assignment of Contracts aiid any other agreeinents or iiistruments entered 

into between the Parties with respect to the trarisactioiis contemplated by this Agreemiit. 

"Asset Tranisfer A,greemenntvv ineaiis the Asset Traiiskr Agreement to be executed aiid 

delivered at Closing by Transferor to Transferee in substantially the form attached hereto as 

Exhibit E. 

v v & ~ m e ~ t  of Contractq" ineaiis the Assignment of Contracts agreement to be entered 

into betweeii Transferor aiid Transferee at Closing in substantially the form attached liereto as 

Exhibit A. 

'' mealis tlic Assigiiiiieiits of Easeiiieiits 

aiid Rights of Way agreements to be entered into between Transferor and Transferee at Closing 

in substantially the forin attaclied hereto as Exhibit B. 
V P  '' tiieans the Assigiiment of Real Property L,eases 

agreements to be entered into by aiid between Transferor and Transferee at Closing in  

substantially the foiiii attached hereto as Exhibit C. 

"Assumed EiabiUities" has the meaning set forth iii Section 2.03. 

v q  iiieaiis a certain amount of those payables owed by Traiisferor 

with respect to the Transferred Assets, as set forth in Schedule I .01. 
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'v~sjsnnm~pbionn kgree~menjDv means the Assumptioil Agreemiit to be entered into 

between Transferor and Transferee at Closiiig in substalitially the Torin attached hereto as Exhibit 

D. 

vv,Bsnnsin~ess Day" ineaiis a day other than a Saturday, Stinday or day 011 which baiilts are 

permitted or required to remain closed in the state of Ohio. 

"Cardinan Stock" ineaiis fifty percent of the outstanding capital stock of the Cardinal 

Operating Coiiilmiy owned by Transferor. 

vv~enitral Coal S ~ O ~ J < ' ~  means fifty percent of the outstandiiig capital stock of the Central 

Coal Compaiiy owiied by Transferor. 

"CEWCILA" ineaiis the Comprehensive Environmental Response, Compensation, aiid 

L,iability Act of 1980, as aiiieiided from time to time. 

vvC:losingvv has the ineaiiiiig set forth in Section 3.03. 

v9'90sing Date_" has the meaning set foolth in Section 3.03. 

66C6pnesvi!lle $ t ~ E 5 ~ '  iiieans the outstanding capital stock of the Coiiesville Coal 

Preparation Company, a wholly owiied subsidiary OF Transferor. 

'vQ~itractqs' has the iiieaiiiiig set forth in Section 4.01 (i). 

v v ~ ~ ~ k  Coal '@rnni~n~~~~J~' iiieaiis the rail to river coal transfer racility more specifically 

described in Schedule 1.02. 

"CWllP" has the meaning set foi-th iii the definition of l'l~iil~rove~iieiits''. 

vvDebts' - ineaiis the long-term and short-term debt owed by Traiisferor as described in 

Schedule 1.03. 

"@eed~" iiieaiis those certain deeds to be executed aiid delivered at Closiiig by 

Transferor to Transferee. 

'vDefferr~d Tax Assetsfv ineaiis the Transferor's deferred tax assets relating to the 

Traiisferred Assets or any assumed Liability that is carried on its books. 

vvDefern-ed- Ta~~iLiabiUifry'v ineaiis the Transferor's deferred tax liability relating to the 

Transferred Assets or any assuiiied Liability that is carried on its books. 

"Easennennts annd Rights of Wayvv iiieaiis the easemeiits and rights of way as described i i i  

Schedule 1.04. 

",Effffeclive Time" lias the iiieaiiiiig set foi-th in Section 3.03. 
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ppji3ninissims -- A~Ilowa1tnce5" iiieaiis all autliorizatioiis issued to Transferor by a 

Goveriimeiital Authority pt~rsuant to a statutory or regulatory program promulgated by a 

Goveriiinental Authority pursuaiit to wliicli air einissioiis sources subject to tlie program are 

authorized to emit a prescribed quantity of air emissions. 

vvJEnncannn~~-aEn~~'p - iiieaiis aiiy security interest, pledge, iiiortgage, lien. charge, option to 

purchase, lease, claim, restriction, covenant, title defect, hypothecation, assignment, deposit 

arraiigeineiit or other eiic~iiiibraiice of any ltiiid or aiiy preference, priority or otlier security 

agreein eiit or preferelit i a1 arraii geiiien t of any kind or iiatu re what soever (i iic lud ing any 

conditional sale or title retention agreeinelit). 

''lE~nvironnmem&" __ means soil, land surface, or subsurface strata, surface waters (including 

navigable waters, streams, ponds, drainage basins, reservoirs a d  wetlands), groiuiid waters, 

stream sedimeiits, ambient air, plant aiid animal life, and any otlier eiiviroiiineiital inedi~iiii or 

natural resource. 

~',~nnv~r~nUmenntan Connditio@'v means the presence or Release to the Environment, 

whether at the Real Property, tlie L,eased Real Property or real property covered by the 

Easements aiid Rights of Way or otherwise, of Hazardous Substaiices, iiicludiiig any migration 

of Hazardous Substaiices tlirough air, soil or grouiidwater at, to or froin the Real Property, the 

Leased Real Property or the real property covered by tlie Easeiiients aiid Rights o r  Way or at, to 

or froin any Off-Site Locatioii, regardless of when such presence or Release occurred or is 

discovered. 

PvE~uv i ron~me~jd  Eavvv" ineaiis all (i) Laws relatiiig to pollution or protection of tlic 

enviroiiineiit, natural resources or Iiuman Iiealtli and safety, iiicltiding Laws relating to Releases 

or tlireateiied Releases o r  I-Iazardous Substaiices or otherwise relating to tlie nianufacture, 

forinulatioii, generation, processing, distrib~ttion, use, treatment, storage, Release, transport, 

reiiiediation, abatement, cleanup or Iiandling of Hazardous Substances; (iii) Laws with regard to 

recordkeeping, notification, disclosLire and reporting requireiiients respecting Hazardous 

Substaiices; and (iii) Laws relatiiig to tlie niaiiageinent or me of iiat~iral resources. 

"JEnnvir(i~n~nnne~ntaIl Permits" has tlie meaiiing set forth in Section 4.01(g). 

vPFxcR.addJ Assets'v has the ineaiiiiig set forth in Section 2.02. 

9v,l%xc~~ded Li&ijitieqvv has the meaning set forth in Section 2.04. 

s9FERCvsp -- means tlie Federal Energy Regulatory Coinmission. 
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"Franklina - ReaU Prgp~erkjj~~ ineans that cei-taiii real property held by Fraiiltlin Real Estate 

Company, a wholly owned subsidiary of the Parent, as agent for aiid for the benefit of 

Traiiskror's electric geiieratioii assets as inore specifically described in Schedule 1.05. 

"Generating Pllannt?sv means tlie electric geiieratiiig plants aiid related equipment aiid 

facilities described in Scliedule 1.06 that is owned by Transferor or in which Transfer liolds a 

direct or indirect owiiership interest. 

ssGennerationn Transmissionil Assets'v lias the iiieaiiiiig set i'orth in Section 2.0 1 (t). 

"Good UJtiUiW P ~ t i q q "  iiieaiis any of the practices, methods aiid acts engaged in or 

approved by a sigiiificaiit portion of the electric utility industry during tlie relevant time period, 

or any of the practices, methods or acts which, in the exercise of reasoilable .judgment iii light of 

the facts known at the time tlie decision was made, could have been expected to accomplish the 

desired result at a reasonable cost coiisisteiit with good business practices, reliability, safety aiid 

expedition. 

svGo~en-nmemtail A ~ o r j i t y , "  means aiiy: (i) nation, state, county, city, town, village, 

district, or other jurisdiction of any nature; (ii) federal, state, local, municipal, foreign, or other 

government; (iii) goveriiiiieiital or qLiasi-goveri~iiiental authority of any nature (including any 

governmental agency, branch, department, official, or entity aiid any court or other tribunal); (iv) 

multi-national organization or body; or (v) body exercising, or entitled to exercise, aiiy 

administrative, executive, judicial, legislative, police, regulatory, or taxing authority or power of 

any nature. 

s9Hazan*d0us Snnl~stanrmce~~' iiieaiis (i) any petrochemical or petroleuin products, oil or coal 

ash, radioactive iiiaterials, radon gas, asbestos in any forin that is or could becoiiie friable, urea 

foriiialcleliyde foam iiisulatioii aiid transformers or other equipiiieiit that coiitaiii dielectric fluid 

which inay contain levels of polycliloriiiated biplieiiyls; (ii) aiiy cheiiiicals, materials or 

substances defiiied as or iiicluded in the definition of "hazardous substances," "hazardous 

wastes," "hazardous materials," "hazardous coiistitueiits,t' "restricted hazardous materials," 

"extremely hazardous substances," "toxic substaiices," "coiitaiiiiiiaiits," "pollutants," "toxic 

pollutants," or words of similar meaning and regulatory effect uiider any applicable 

Environmental Law; and (iii) any other cheinical, material or substance, exposure to which is 

prohibited, liinited or regulated by any applicable Eiiviroiiineiital Law. 
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"IIunnprovemennt~vv nieans all buildings, structures, niacliinery and equipnient (including 

all fkel handling and storage facilities), fixtures, construction work in progress (TWIP"), and 

other iniproveiiients, including all piping, cables and similar equipment forming part of the 

mechanical, electrical, pltunbiiig or HVAC infrastructure of any building, structure or 

equipment, located on and affixed to tlie Real Property, the Leased Real Property and tlie 

Easeinents and Rigliis of Way. 
e '  " means all of tlie following and siiiiilar intangible property aiid 

related proprietary rights, interests and protections, however arising, (i) all software necessary to 

operate or niaintain the Transferred Assets, (ii) coiifidential information, forinulas, designs, 

devices, technology, luiow-how, research and development, inventions, methods, processes, 

coinpositions aiid otlier trade secrets, whether or not patentable and (iii) patented and patentable 

designs and inventions, all design, plant and utility patents, letters patent, utility models, pending 

patent applications and provisional applications aiid all issiiances, divisions, continuations, 

coiitiiiuations-in-pai-t, reissues, extensions, reexaminations and renewals of such patents and 

applications. 

v'Innventon'i~v' means (i) all inventories of fuels and consuinables owned by Transferor 

for use at tlie Generating Plants, wlietlier located on Real Property, Leased Real Property or tlie 

Easeinents and Rights of Way associated with the Generating Plants or in transit thereto or stored 

offsite and (ii) all materials and supplies, including without limitation, spare pai-ts, owned by 

Transferor for use at or in  connection with tlie Generating Plants, tlie Cook Coal Terminal, the 

Rail Transportation Assets and tlie River Transportation Assets. 
v r  " means tlie actual and current knowledge of tlie corporate officer or 

officers oE the specified Person charged with responsibility for the particular function as of the 

date oE this Agreement, or, with respect to any certificate delivered pLIrsuant to this Agreement, 

tlie date of delivery of tlie certificate, without any iniplicatioii of verification or investigation 

concerning such knowledge. 

s'Laws'v nieaiis all laws, statutes, rules, regulations, oidinaiiccs and other 

pronouncenients having the effect o€ law of the 1Jnited States, any foreign country and aiiy 

doinestic or foreign state, county, city or otlier political subdivision or of' aiiy Governinental 

Authority. 

has the meaning set forth in Section 4.0 I (e)(i). 
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vflLiabiRity,'s means any liability or obligation, whether kno~vii 01 Liiikiiowii, whether 

asserted or not asserted, whetlier absolute or contingent, whether accrued or not accrued. whether 

liquidated or iiot liquidated, whether incurred or consequential, and whether due or to become 

due. 

9vP!4aten.Ea! Adverse EiTffec!" iiieaiis (i) any event, circunistance or coiiditioii iiiateiially 

impaiiiiig tlie ability oC Transferor to perform its obligatioiis under this Agreement or any 

Ancillary Agreement or (ii) any cliange in or effect 011 tlie Transferred Assets that is inaterially 

adverse to tlie Traiisferred Assets, other than (a) any change resulting from changes in tlie 

internatioiial, national, regional or local wliolesale or retail markets for electricity, (b) any cliange 

resultiiig from changes in tlie ititeriiational, national, regional or local iiiailtets for f k l  or 

consuinables used at tlie Generating Plants, (c) any change resultiiig from changes in the Noi%Ii 

American, national, regional or local electric traiisiiiissioii system, and (d) any change in Law 

geiierally applicable to siiiiilarly situated Persons. 

"Net Bodr VaEuqsV nieaiis an amount in dollars, as reflected in tlie correspoiidiiig line 

item or items of the balance sheet of Transferor as of tlie applicable date for all Transferred 

Assets and all Assumed Liabilities. With respect to tlie Transferred Assets, Net Book Value is 

eqml to total Transferred Assets iiet of accumulated depreciation or ainortizatiori as appropriate. 

"Offff-Site lLocabiosn,vv ineaiis any real propei-ty other than the Real Property, tlie Leased 

Real Property or real property covered by the Easements and Rights of Way. 

s 9 0 ~ r g a ~ i ~ a t i ~ ~ n a i l  Docunnemtssv means (i) the articles or certificate of incorporation and 

tlie bylaws of a corporation; (ii) tlie limited liability company or operating agreeiiieiit and 

certificate of for~iiatioii of a limited liability coiiipaiiy; (iii) tlie partnership agreement and any 

stateiiieiit of partnership of a general partnership; (iv) tlie limited pai-tiiersliip agreement and the 

cei-tificate oC limited pai-tnersliip of a limited partiiersliip; (v) any cliai-ter or siiiiilar docuiiieiit 

adopted or filed in connection with tlie creation, foriiiatioii, or organization of a Person, and (vi) 

any amendment to any of tlie foregoing. 

'fParenntvs means Ainericaii Electric Power Coiiipaiiy, Tiic. 

"Partyfv lias tlie meaning set forth in tlie first paragraph o€ this Agreement. 

"PCW Suppor~t-N~tes,'~ lias the meaning set forth in Section 2.03(e). 

vvPermits" lias tlie meaning set forth in Section 4.01(1<). 
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" , H " e n . r m n i ~ e a ~ ~ ~ ~ r a r m ~ e ~ ' ~  __ means: (i) iiiecliaiiics', carriers', workiiieii's, repairmen's 

or other like Emmiibrances arising or iiicurred in tlie ordinary coiirse of busiiiess that would iiot, 

iiidividually or in tlie aggregate, reasonably be expected to have a Material Adverse Effect, (ii) 

Eiicuinbraiices for Taxes not yet due or which are being contested in good faith by appropriate 

proceedings and that would not, individually or in tlie aggregate, reasonably be expected to have 

a Material Adverse Effect; (iii) iinperfectioiis of title or eiicLm-hmces, if any, that, iiidividually 

or i i i  the aggregate, do not iiiaterially impair, and would iiot reasoiiably be expected to have a 

Material Adverse Effect; (iv) leases, subleases aiid similar agreeinelits, aiid liens of aiiy landlord 

or other third party 011 property over which Sellers have easement rights or on any Leased Real 

Property aiid subordiiiatioii or similar agreements relating thereto; (v) leases, mineral 

reservations aiid conveyances, easeirieiits, covenaiits, rights-of-way aiid other similar restrictions 

of record; (vi) aiiy conditions that may be sliowii by a current, accurate survey or physical 

iiispectioii of tlie Real Property or tlie L,eased Real Property made prior to tlie Closing; (vii) 

zoiiiiig, planning, conservation restriction and other land use aid eiiviroiiineiital regulations by 

Goveriimental Aiitliorities; (viii) the respective rights aiid obligatioiis of tlie Parties under this 

Agreement and the Aiicillary Agreements; (ix) Encumbrances resulting from legal proceedings 

being contested in good faith by appropriate proceedings that would iiot, iiidiviclually or in the 

aggregate, reasonably be expected to have a Material Adverse Effect; aiid (x) other 

Encumbrances that would iiot, iiidividually or in the aggregate, reasonably be expected to have a 

Material Adverse Efkct. 

v'jP'erso~'s means any individual, corporation (including any noli-profit corporation), 

geiieral or liinited partnership, liiiiited liability company, joint venture, estate, trust, association, 

organization, labor union, or other entity or Goveriiiiiental Authority. 

ssPoUUenlionn Cormtroll Revenue BonndsVs ineaiis the pollution control bonds held by the 

public aiid identified in Scliedule 1.07. 

"Rain Tranns~or-atiom- Assets" iiieaiis the iailcar leases aiid associated rail equipiiieiit 

and facilities dcscribed in Schedule 1.08. 
'V 

",&ea1 P r o j p g r ~ s e ~ ' ~  has Ilie meaning set foi-tli in Section 4.01 (e)(i). 

'' has the ineaiiiiig set forth in Section 2,.01(c). 
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",ReUea%" ineaiis any release, spill, leal<, discharge, disposal of, pumping, pouring, 

emitting, emptying, injecting, leaching, clumping or allowing to escape into or through the 

eiiv ironiiien t . 
'vWi~eir Trannsportationn Assetq" iiieaiis the barges and towboats leases and associated 

equipment and facilities described in  Schedule 1.09. 

pvTax'isp - means all federal, state, local aiid foreign taxes, charges, fees, levies, imposts, 

duties or other assessments, including, without limitation, iiicoine, gross receipts, excise, 

employment, sales, use, transfer, license, payroll, fiaiicliise, severance, staiiip, occupation, 

windfall profits, environmental (including taxes under Code Section 59A), premituii, federal 

highway use, commercial rent, custoins duties, capital stock, paid LIP capital, profits, 

withliolding, social security, single business and uneiiiployiiient, disability, real property, 

personal property, registration, ad valorem, value added, alternative or add-on iniiiiiiiuiii, 

estimated, or other tax or goveriiiiieiital fee of any ltiiid whatsoever, imposed or required to be 

withheld by any Goveriiinental Authority, iiicludiiig any interest, penalties or additions thereto, 

whether disputed or not. 

"Transfen-ee" has the meaning set in the first paragraph of this Agreeineiit. 

ev~ransffer~ys'  lias the meaning set forth in the first paragraph of this Agreement. 

vvTra~sfen-~~-  W e B d B "  ineaiis, collectively, tlie Cardinal Stock, the Ceiitral Coal 

Stock and the Coiiesville Stock. 

qvTrannsfferon-vs Wetainned Rean Pro~~~ertv" has the meaning sct forth in Section 2.02(a). 

"Trannsferred Assetsj" Iias tlie ineaiiiiig set rortli in Section 2.01. 

(b) Interpretation. In this Agreement, unless otherwise specified or where the context 

otherwise requires: 

(i) a reference, without more, to a recital is to tlie relevaiit recital to this 

Agreement, to an Article or Section is to the relevaiit Article or Section of this Agreeinent, aiid to 

a Schedule or Exhibit is to tlie relevaiit Schedule or Exhibit to this Agreement; 

words iiiipoi-hg any gender shall include other genders; 

words importing tlie singular only shall iiiclude the plural aiid vice versa; 

the words "include," "includes" or "including" shall be deeiiied to be 

(ii) 

(iii) 

(iv) 
folloived by the words "without limitation;" 
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(v) refei eiice to any agreement, dociuiient or instruiiient iiieaiis such 

agreement, docurnetit or iiistrruiieiit as aiiieiided or iiioclified and in effect Croiii time to time iii 

accordance with the teiiiis thereof; 

(vi) reference to any applicable L,aw iiieaiis, if applicable, such Law as 

aiiieiided, modified, codified, replaced or reenacted, in whole or in part, aiid in effect fiom time 

to time, iiicluding rules and regiilatioiis promulgated thereunder; 

(vii) 
(viii) 

"or1' is used in tlie inclusive sense of "and/or;" 

references to documents, iiistruineiits or agreements shall be deemed to 

refer as well to all addenda, exhibits, schedules or aineiidineiits tliereto; 

(ix) the words "hereof," "liereiii" aiid "herewith" and words of similar import 

shall, unless otherwise stated, be coiistrued to refer to this Agreement as a whole and not to any 

pal? icu 1 ar provisioii of tli is Agreement; aiid 

(x) references to any party hereto or any other agreeinelit or document shall 

iiiclude such party's successors and permitted assigns, but, if applicable, oiily if such successors 

aiid assigns are not prohibited by this Agreeinent. 

Section 2.01 Transfer of Assets. Upon tlie terms and coiiditioiis set forth in  this 

Agreement, at tlie Closiiig but effective as of the Effective Time, Transferor shall transfer, 

convey, assign aiid deliver to Transferee as a coiitribulioii to capital, and Transferee shall acquire 

and assuine from Traiisferor as a coiitribution to capital, free and clear of all Encumbrances other 

than Permitted Eiicuiiibraiices, all of Traiisfereror's right, title and interest to the followiiig 

described assets (the "Transferred Assets"): 

(a) tlie Generating Plants; 

(b) tlie Cook Coal Terminal; 

(c) tlie real property (including the Improveinelits) described in Schedule 

2.1 0(c) (aiid together with the Fraiiltliii Real Property, tlie "Real Prop-"); 

(d) tlie Real Property Leases (including tlie Iiiiprovements); 

(e )  tlie Easements aiid Rights of Way (including the Improveiiieiits); 
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the River Transportation Assets; 

the Rail Transportation Assets; 

all Inventories; 

the Contracts; 

the Permits; 

the Enviroiimeiital Permits; 

the Intellectual Property; 

the Emissions Allowances; 

the Deferred Tax Assets; 

tlie Transferor Held Stock; 

all vehicles, equipment, machinery, furniture aiid otlier tangible personal 

property located on or at the Real Property, the Leased Real Property and tlie Easements and 

Rights of Way, a partial list of which is described on Schedule 2.01(p); 

(q) the otlier assets described in Schedule 2.01 (q); 

(r) all unexpired, transferable warranties aiid guarantees from manufacturers, 

vendors and other third parties with respect to any Iiiiproveiiieiit or item of real or tangible 

persoiial property coiistitutiiig part of the Transferred Assets; 

(s) all books, purchase orders, operating records, operating, safety and 

iiiainleiiaiice inaiiuals, engiiieeriiig design plans, blueprints and as-built plans, specifications, 

procedures, studies, reports, equipmeiil repair, safety, maintenance or service records, aiid 

similar items (subject to tlie right of Traiisferor to retain copies of same for its use), otlier than 

such items that are proprietary to tliird pai-lies and accounting records (to tlie extent that any of 

the foregoing is coiitaiiied in an electronic format, Transferor shall reasonably cooperate with 

Transferee to transfer such items to Transferee in a foriiiat that is reasonably acceptable to 

Traii sferee); 

(t) the electrical transmission facilities associated with the Generating Plants 

located at or forming part of the Generating Plants, iiicludiiig all energized switchyard facilities 
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on tlie geiieratioii asset side of tlie appropriate intercoiinection points and real property directly 

associated tlierewith, all substation facilities and support equipiiieiit, as well as all permits, 

contracts aiid warranties related thereto, including those certain assets aiid facilities specifically 

identified on Schedule 2.0 I (1) (the "Generation Transiiiissioii Assets"); 

(u) without liiiiitatioii of aiiy of tlie foregoing, Transferor is transferring to 

Transferee all of Transferor's riglit, title and interest in aiid to all power geiieratioii fbiictioii 

equipineiit including, but not limited to, generation step-up transformers, turbine-generators, 

plant power distribution equipiiieiit such uiiit auxiliary transformers, forced draft fans, coal 

handling facilities, precipitator facilities, aiid protectioii and coiitrol equipiiieiit and systems that 

are associated with tlie Geiierating Plants; 

(v) tlie rights of Transferor iii aiid to any causes of action against third parties 

relating to tlie Transferred Assets or any part thereof, including any claim for refunds (but 

excluding any refund, credit, penalty, payment, adjiistiiieiit or recoiiciliatioii related to Taxes paid 

or due for periods eiidiiig prior to the Effective Tiine in respect of tlie Transferred Assets, 

wliether such re fhd ,  credit, peiialty, payment, acljustineiit or recoiiciliatioii is received as a 

payinelit or, subject to Section 3.02, as a credit against future Taxes payable), prepayments, 

offsets, recoupment, insurance proceeds, coiidemiiatioii awards, judgiiieiits and tlie like, whether 

received as a payment or credit agaiiisl future liabilities, relating specifically to Transferred 

Assets aiid relating to any period eiidiiig prior to, on or after tlie Effective T h e ;  

(w) Ilie rights of Transferor in, to aiid uiider all contracts, agreements, 

arrangements, perinits or liceiises of any nature aiid related to tlie Traiisferred Assets, wliicli are 

not expressly excluded pursuant to Section 2.02 and of which the obligations of Transferor 

thereunder are not expressly excluded by Transferee pursuant to Sectioii 2.04; aiid 

(x) to tlie extent not otherwise described in this Section 2.01, all otlier assets 

aiid property, whether real or personal, tangible or intangible, that are associated with or used in 

coiiiiectioii with ownership aiid operation of tlie Geiieratiiig Assets, tlie Cook Coal Teriiiinal, tlie 

Rail Traiisportatioii Assets aiid tlie River Traiisportatioii Assets. 

Section 2,.02 Excluded Assets. Notwitlistaiidiiig anything to tlie contrary coiitaiiied in 

Section 2.0 1 or elsewhere in this Agreement, nothing in this Agreement shall constitute or be 

coiistriied as conferring on Transferee, aiid Traiisferee is not acquiriiig, any right, title or interest 
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in and to (i) any properties, assets, busiiiess, operation, or division of Transferor or any of its 

Affiliates (other than Transferee) not expressly set forth iii Section 2.01 or (ii) the following 

specific assets of Transferor that may be associated with tlie Transferred Assets, but which arc 

specifically excluded from tlie traiiskr contemplated hereunder. Such assets, properties aiid 

rights are excluded from tlie Transferred Assets and shall reinaiii the property of Traiisferor after 

tlie Closiiig (collectively, tlie "Excluded Assets"): 

(a) tlie Transferor's real property aiid interests in real property, other than the 

portion thereof comprised of tlie Real Property, the L,eased Real Property aiid the Easeiiieiits and 

Riglits of Way to be coiiveyed by tlie Deeds, the Assigiiiiicnt of L,eased Real Property and tlie 

Assignments of Easements and Riglits of Way (the "Transferor's Retained Real Property"); 

(b) all cash, cash equivalents, bank deposits, deferred fuel, deferred capacity, 

Ohio coinpliaiice renewable energy credits, uiiaiiiortized credit line fees, aiid any receivables 

related to iiicoine Taxes attributable to tlie iiicoiiie of Transferor but only to the extent any such 

receivables are not a Deferred Tax Asset; 

(c) all minute boolts, stock transfer boolts, corporate seals and other corporate 

records; 

(d) certificates of deposit, shares of stock, securities, bonds, debentures, 

evidences of indebtedness (excluding the Debt); 

(e)  except to the extent otlierwise described iii tlie Transferred Assets, all 

tariffs, agreements aiid arraiigeiiieiits to which Transferor is a party for the purcliase or sale of 

electric capacity and/or energy or for the purchase or sale of traiisiiiissioii or ancillary services 

involving tlie Traiisferred Assets or otlierwise; 

(f) all other assets and properties owned by Transferor or any of its Affiliates 

(other than Transferee) that do iiot constitute, are not used in connection with or are iiot ancillary 

to the ownership or operation of the Transfei red Assets; 

(g) all traiisiiiissioii facilities iiicluded in Transferor's FERC-,jiuisdictioiial rate 

base; 

(11) all of Transferor's electric distribution assets; aiid 
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(i) tlie rights of Transferor uiider this Agreement aiid tlie Ancillary 

Agreeiiieiits. 

Section 2.03 Assumed Liabilities. Oii the Closing Date, Transferee sliall execute and 

deliver the Assuinptioii Agreeineiit, pursuant to which, aiiioiig other things, Transferee shall 

assume all Liabilities described therein and, in addition, Transferee shall assume tlie following 

Liabilities (collectively, tlie "Assuiiied Liabilities"): 

(a) on the terms and subject to the conditions set forth in this Agreeinent, at 

tlie Closing, Transferee shall assiiiiie and becoiiie respoiisible for, and shall thereafter pay, 

perforin aiid discharge as and when due tlie Lkbilities arising under or related to tlie Transferred 

Assets whether arising froin, or relating to, periods prior to, on or after the Effective Time; 

(b) all Liability of Transferor with respect to tlie Assumed Payables; 

(c) all Liability oC Transferor with respect to the Debt to the extent relating to 

periods of time after tlie Effective Time; 

(d) all Liability of Transferor with respect to tlie Deferred Tax Liability; 

(e)  all Liability of the Transferor with respect to its payment obligatiolis uiider 

tlie Polltition Control Revenue Boiids which shall be accomplished tlirougli promissory notes 

firoiii Transferee in favor of Transferor (the "PCIIE$ SLipp0i-t Notes") pursiiant to which 

Transferee shall provide finds to Transferor in amounts sufficient for Transferor to satisfy its 

principal and interest obligatioiis wider tlie Pollution Control Revenue Boiids when due; and 

(f) all Liability of tlie Transferor with respect to tlie property Taxes related to 

the Transferred Assets. 

2.04 Excluded Liabilities. Notwithstanding the foregoing provisions of Section 2.03, 

Transferee shall not assuine by virtue of this Agreement, tlie Assumption Agreement or any 

other Ancillary Agreement, or the transactions conteiiiplated hereby or tliereby, or otherwise, and 

sliall have 110 liability for any of tlie following Liabilities or any Liability of Transferor that is not 

related to the Traiisferred Assets (tlie "Excluded Liabilities"): 

(a) any Liabilities of Transferor in respect of any Excluded Assets or other 

assets of Transferor that are not Transferred Assets; 
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aiiy Liabilities in respect of Transferor's current iiicoiiie Taxes and any (b) 
other Taxes not otherwise assumed pursuaiit to Section 2.03(d) aiid (e); 

(c) any fines aiid penalties imposed by any Goveriimeiital Authority resulting 

from any act or oinissioii by Transferor and not related. to tlie Transferred Assets; aiid 

(d) any Liability of Transferor arising as a result of its execution aiid delivery 

of this Agreement or any Ancillary Agreement, the perforiiiance of its obligations hereunder or 

tliereuiider, or the coiismiiiiiatioii by Traiisferor of the transactions coiitemplated hereby or 

thereby. 

ARTICLE III 
ASSET TMNSFER; CLOSING 

Section 3.0 1 Asset Transfer. Transferor sliall transfer to Transferee the Transferred 

Assets aiid the Assumed L,iabilities at Net Boolc Value as of the Effective Time. In the event that 

filial ainouiits for the Net Book Value of the Transferred Assets or the Assuiiied Liabilities are 

iiot available on tlie Closiiig Date, the filial Net Book Value of the Traiisferred Assets or the 

Assriined Liabilities, as applicable, shall be deteriiiiiied and agreed to by Transferee aiicl 

Transferor within ninety (90) days after the Closiiig Date. Transferor and Transferee agree to 

fkxish each other with such documents and otlier records as may be reasonably requested in 

order to coiifirni the filial Net Book Value of the Transferred Assets and tlie Assuiiied Liabilities. 

Section 3.02 Proration. 

(a) Transferee and Transferor agree that all of tlie items normally prorated, 

including those listed below, relatiiig to the bwiiiess aiid operatioii of tlie Transferred Assets 

shall be prorated as oC the Effective Time, with Transferor liable to the extent such i tem relate to 

any time period through the Effective Time, aiid Transferee liable to the extent such i tem relate 

to periods sdxequeiit to the Effective Time: 

(i) personal property, real estate, occupaiicy aiid any otlier Taxes, 

assessineiits and other charges, if any, on or with respect to the business and operatioii of 

the Traiisferred Assets. Provided, however, that the Pailies sliall iiot prorate any Taxes, 

assessiiieiits or charges relating to the Transferred Assets that are to be assuined by 

Transferee pursuant to Section 2.03; 
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rent, Taxes and other items payable by or to Transferor uiider aiiy (ii) 
of the Contracts to be assigned to and assuiiied by the Transf'eree hereunder; aiid 

(iii) sewer rents aiid charges for water, telephone, electricity aiid other 

uti I it ies. 

(b) In connection with such proration, iii the event that actual figures are not 

available at the Closing Date, the proration shall be based upon the actual amouiit of such Taxes 

or fees for the preceding year (or appropriate period) for wliicli actual Taxes or fees are available 

and such Taxes or fees shall be re-prorated upon request of either the Transferor or the 

Transferee made within ninety (90) days after the date that the actual amounts become available. 

Transferor and Transferee agree to fimiish each other with such documents and other records as 

may be reasonably requested in order to confiriii all adjustment and proration calculations made 

pursuant to this Section 3.02. 

Section 3.03 Closing. The transfer, assignment, coiiveyance and delivery of the 

Transferred Assets, aiid the coiisuiiiinatioii of the other traiisactions contemplated by this 

Agreeineiit, shall take place at a closing (the "Closing") to be held at the offices of American 

Electric Power, 1 Riverside Plaza, C~l~i i i ib~is ,  Ohio 43204 at a time mutually acceptable to the 

Parties on the date of the execution arid delivery of this Agreement by each of thc Parties (the 

"Closing Date"). The Closing sliall be effective for all purposes as of [ 1 (the 

"Ef€ective Time"). 

Section 3.04 Closiiig Deliveries. 

(a) 

Transferee the following items: 

At the Closing, Transferor will deliver, or cause to be delivered, to 

(i) possessio11 of the Transferred Assets; 

(ii) an origiiial of each of the Deeds, duly executed and acknowledged 

by Traiisferor; 

(iii) an original of the Asset Traiisfer Agreeineiit duly executed by 

Traii sferor; 

(iv) an original of the Assiiinption Agreeinelit duly executed by 

Transferor; 
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an original of each Assignnieiit of Easements and Rights of Way (v) 

duly executed by Transferor; 

(vi) an original of each Assignment of Real Property Leases duly 

executed by Transferor; 

(vii) an original of tlie Assigiiiiieiit of Contracts and L,eases duly 

executed by Transferor; 

(viii) the PCRB Support Notes duly executed by Transferor; and 

(ix) such other documents as are contemplated by this Agreement or as 

tlie Transferee may reasonably request to carry out the purposes of this Agreeiiient. 

(b) At tlie Closing, Transferee will deliver, or cause to be delivered, to 

Transferor the fo 110 wing it enis : 

(i) an original of tlie Asset Transfer Agreement duly executed by 
Transferee; 

(ii) an original of tlie Assumption Agreement duly executed by 

Transferee; 

(iii) aii original of each Assigninent of Easements and Rights of Way 

duly executed by Transferee; 

(iv) an original of each Assigiiiiieiit of Real Property Leases duly 

executed by Transferee; 

(v) an original of tlie Assigniiient of Contracts duly executed by 

Transferee; aiid 

(vi) such other dociinients as are contemplated by this Agreeinelit or as 

tlie Transferor may reasonably request, including vehicle titles, to consummate the 

traiisactions contemplated hereby. 
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Section 4.0 1 Representations and Warranties of Transferor. Transferor represents and 

warrants to Transferee as follows: 

(a) Organization and Good Standing; Qualification. Transferor is a 

corporation duly foriiied, validly existing and in good standing wider the laws of the state of 

Ohio. Transferor has all requisite power and authorily to own, lease or operate the Transferred 

Assets and to carry on its business as it is now being conducted. 

(b) Authority aiid Enforceability. Traiisferor has full power aiid authority to 

execute and deliver, aiid carry out its obligations wider, this Agreement aiid each Ancillary 

Agreeinelit to which it is a party and to consummate the transactions coiiteinplated liereby and 

thereby. The execution, delivery aiid performance by Transferor of this Agreement and each 

Ancillary Agreement to ivliich it is a party, aiid the consunimation of the transactions 

coiiteiiiplated hereby and thereby, have bceii duly and validly authorized by all necessary action 

on tlie part of Transferor. Assuining the due authorization, execution and delivery of this 

Agreement aiid each Aiicillary Agreement to which it is a party by Transferee, this Agreement 

and each such Ancillary Agreement constitutes a legal, valid and binding obligation of 

Transferor, enforceable against it in accordance with its terms, except as such enforceability may 

be limited by applicable banltruptcy, insolvency and other similar laws affecting the rights aiid 

remedies of creditors generally and by general principles of equity. 

(c) No Violation; Consents and Approvals. 

(i) neither tlie execution, delivery and performance by Transferor of 

this Agreement and each Ancillary Agreement to which it is a party, nor tlie 

coiisumiiiation by Transferor of the transactions conteinplated hereby and thereby, will (i) 

conflict with or result in any breach of any provision or the Organizational Docuineiits of 

Transferor; (ii) result in a default (or give rise to aiiy right or  termination, cancellation or 

acceleration), or require a coiisent, under any of the terms, conditions or provisions of 

aiiy note, bond, mortgage, indenture, inaterial agreement or other instrument or obligation 

lo which Transferor is a party or by wliicli it or any of tlie Transferred Assets may be 
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bo~uid, except for any such defaults or consents (or rights of terinination, cancellation or 

acceleration) as to wliich requisite waivers or consents have been obtained or which 

would not, iiidividually or in the aggregate, reasoiiably be expecled to have a Material 

Adverse Effect; or (iii) constitute a violation of any law, regulation. order, judgment or 

decree applicable to Traiisferor, except for aiiy sucli violations as would not, iiidividually 

or in the aggregate, reasoiiably be expected to have a Material Adverse Effect. 

(ii) Transferor Iias obtained all coiiseiits aiid approvals from each 

Goveriiiiieiital Authority necessary for the execution, delivery and perforinaiice of this 

Agreement by Traiisferor or of aiiy Aiicillary Agreement to which Transferor is a party, 

or the coiisuiiiination by Transferor of the transact ions coiiteinplated hereby and thereby, 

other than such coiiseiits aiid approvals which, i Y  not obtained or made, would not, 

individually or in the aggregate, reasoiiably be expected to have a Material Adverse 

Effect. 

(d) Insurance. All material policies of property, liability, worlws' 

compensation aiid other forins of insurance owiied or held by, or on helialf of, Transferor and 

iiisitriiig the Transferred Assets are ii i  fbll force and effect, all premium with respect thereto 

covering all periods up to aiid iiiclitding the date hereof have been paid (other than retroactive 

premiums), and 110 notice of ca~icellatioii or teriniiiatioii lias been received with respect to aiiy 

such policy wliich was not replaced on substantially siinilar t e r m  prior to tlie date of' such 

caiicellatioii. 

(e) Leased Real Property. 

(i) Schedule 4.01(e) sets forth a description of each lease of real 

property lield by Transferor (the "Real Property Leases") and tlie real property covered 

thereby (the "Leased Real Property") that is to be traiisferred as coiiteinplated herein by 

Transferor to Transferee (but specifically exclucliiig tlie Transferor's Retaiiied Real 

Property ) . 

(ii) Each Real Property Lease (a) constitutes a legal, valid aiid biiidiiig 

obligation of Transferor and, to Traiisferor's ICnowledge, coiistitutes a valid aiid biiidiiig 

obligation of tlie other parties tliereto and (b) is iii Eull force and effect aiid Transferor lias 

not delivered or received any written notice of teriiiinatioii thereunder. 
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There is not uiider any Real Propei-ty Lease aiiy default or event 

wliicli, with notice or lapse of time or both, (a) would constitute a default by Transferor 

or, to Transfeior's Ihowledge, any other party thereto, (b) would constitute a default by 

Transferor or, to Transferor's Knowledge, any other party Iliereto which would give rise 

to aii automatic termination, or the right of discretionary termination, thereof, or (c) 

would cause the acceleration of any of Traiisferoi's obligatioiis thereunder or result in the 

creation of any Eiicumbraiice (other thaii any Permitled Eiicumbraiice) on aiiy of the 

Transferred Assets. Tliere are no claims, actions, proceedings or investigations pending 

or, to the Knowledge of Transferor, threatened against Traiisferor or aiiy other pai-ty to 

any Real Propei-ty Lease before aiiy Goveriimental Authorily or body acting in an 

adjudicative capacity relating in any way to aiiy Real Propei-ty Lease or the subject matter 

thereof. Transferor has 110 Knowledge of aiiy defense, offset or counterclaim arising 

uiider any Real Property Lease. 

(iii) 

(0 Title: Condition of Assets. 

(i) Subject to Permitted Eiicuiiibraiices, Traiisferor holds title to the 

Real Property and the Easeinelits and Rights of Way and lias good and valid title thereto 

aiid to tlie other Transferred Assets that it purports to own or in which it has an interest, 

free aiid clear of all Encumbrances. 

(ii) The tangible assets (real aiid personal) at, related to, or used in 

connection with Ceiieratiiig Plants, the Transmission Assets and the Cook Coal Teriiiiiial, 

talteii as a whole, (a) are in good operating and usable condition and repair, free from aiiy 

defects (except for ordinary wear and tear, in light of their respective ages aiid historical 

usages, and except for such defects as do not materially interfere with the use thereof in 

the conduct of tlie iioriiial operatioii and mainteiiance of the Transferred Assets taken as a 

whole) and (b) have been maintained consistent with Good Utility Practice. 

(iii) Transferor owns and possesses all right, title and interest in and to 

tlie Subsidiary Stock free and clear of all Enciiinbrances. 

(g) Enviroiiineiital Matters. Section 1 of Scliedule 4.01 (g) lists all material 

Eiiviroiiiiieiital Permits. Except as disclosed in Scliedule 4.01 (g): 
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(i) Transferor holds, and is in compliance with, all permits, 

certificates, certifications, licenses and other authorizations issued by Goveriiiiiental 

Authorities uiider Eiiviroiiineiital L,aws that are required for Transferor to conduct tlie 

business and operations of tlie Transferred Assets (collectively, "Eiivironinerital 

Permits"), and Transferor is otherwise in coinpliaiice with all applicable Eiivironiiiciital 

Laws with respect to tlie business aiid operatioiis of tlie Transferred Assets, except for 

any such failures to hold or coiiiply with required Enviroiiineiital Permits, or swli failures 

to be in compliance with applicable Eiiviionmental Laws, as would not, individually or in 

tlie aggregate, reasonably be expected to have a Material Adverse Effect; 

(ii) Transferor Iias iiot received aiiy writlen request for information, or 

been notified of aiiy violation, or that it is a potentially respoiisible pai-ty, uiider CERCLA 

or any other Enviroiimeiital Law for contamination or air emissions at tlie Generating 

Plants, tlie Real Property, tlie Leased Real Property, tlie real property covered by tlie 

Easements and Rights of Way or tlie Cook Coal Terminal except for any such requests or 

notices that would result in liabilities under such laws as would iiot, iridividually or in tlie 

aggregate, reasonably be expected to Iiave a Material Adverse Effect, aiid tliere are no 

claims, actions, proceedings or investigations peiidiiig or, to tlie Knowledge of 

Transferor, threatened against Transferor before any Goveriimental Autliority or body 

acting in an adjudicative capacity relating in any way to any Enviroiimeiital Laws or 

against Transferor or Parent concerning contamination or air emissions at tlie Geiieratirig 

Plants, tlie Real Property, tlie L,eased Real Property, tlie real property covered by tlie 

Easeinelits and Rights of Way or tlie Cook Coal Terminal; 

(iii) no Environmental Condition exists that is reasonably expected to 

have a Material Adverse Effect; and 

(iv) tliere are no outstanding judgiiieiits, decrees or judicial orders 

relating to tlie Traiisferred Assets regarding compliance with any Environmental Law or 

to tlie iiivesligatioii or cleanup of Hazardous Substances uiider any Eiivironineiital Law 

relating to tlie Transferred Assets, except for such outstanding judgments, decrees or 

judicial orders as would iiot, individually or in tlie aggregate, reasonably be expected to 

have a Material Adverse Effect. 
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The representations and warranties made in this Section 4.0 1 (g) are the exclusive representations 

and warranties of Transferor relating to environineiital matters. 

(11) Coiideinnation. Tliere are no pending or, to tlie I<iio\vledge of Transferor, 

tlireateiied proceedings or goveriiineiital actions to coiideiiiii or take by power of eiiiiiieiit domain 

all or any part of the Transferred Assets. 

( i )  Contracts. 

(i) Schedule 4.01 (i) lists all written coiitracts, agreements, licenses 

(other than Eiiviroiuiieiital Permits, Perinits or hitellectual Property) or persoiial property 

and noli-real property leases (including (a) the barge and boat leases comprising a pai-t of 

the River Transpoi-tation Assets aiid (b) the facilities lease for the Cook Coal Teriiiiiial) of 

Transferor that are material to tlie business or operations of tlie Transferred Assets (the 

"Contracts"). 

(ii) Each Coiitract (a) constitutes a legal, valid and biiidiiig obligation 

of Transferor and, to Transferor's I<iio\vledge, constitutes a valid and binding obligation 

of the other parties tliereto aiid (b) is in f ~ d l  force aiid effect and Transferor has not 

delivered or received any writteii notice of termination thereunder. 

(iii) Tliere is not under any Contract and Lease any default or event 

which, with notice or lapse of time or both, (a) would coiistitute a default by Transferor 

or, to Transferor's I<nowledge, aiiy other pai-ty thereto, (b) would constitute a default by 

Transferor or, to Transferor's Knowledge, any other party thereto wliicli would give rise 

to an automatic termination, or the right of discretioiiary termination, thereof, or (c) 

would cause the acceleration of any or  Transferor's obligations tliereuiider or result in the 

creation of any Eiicuinbraiice (other tliaii any Permitted Eiicuinbraiice) on aiiy of the 

Transferred Assets. There are no claiins, actions, proceedings or investigations pending 

or, to the Kiioivledge of Transferor, threatened against Transferor or any other party to 

any Contract before aiiy Goveriimeiital Authority or body acting in an adjudicative 

capacity relating iii aiiy way to any Contract or the subject matter thereof. Transferor lias 

no Knowledge of any defense, offset or counterclaim arising under any Contract. 
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Legal Proceedings. Except as set forth on Sclieclule 4.01(j) theie are iio 

actions or proceedings pending or, to the Knowledge of Traiisferor, threatened against Transferor 

before any court, arbitrator or Goveriinieiital Authority, which, individiially or in  the aggregate, 

would reasonably be expected to have a Material Adverse Effect. Transferor is not subject to 

any outstanding judgments, rules, orders, writs, injunctions or decrees of any cowt, arbitrator or 

Goveriiniental Authority that, individually or in the aggregate, would reasonably be expected to 

have a Material Adveise Effect. 

(j) 

(IC) Permits. 

(i) Transferor has all pelinits, licenses, fiaiicliises and otlier 

goveriiineiital authorizations, consents and approvals (other than Environnieiital Permits, 

which are addressed in Section 4.01(1~)) necessary to own aiid operate the Transferred 

Assets (collectively, "Permits"), except wlieie any failures to have such Permits would 

not, inclividually or in tlie aggregate, reasonably be expected to have a Material Adverse 

Effect. Traiisferor Iias not received any written iiotificatioii tliat Transkror is i i i  

violation, nor does Transferor have Kiiowledge of any violations, oC any such Permits, or 

any Law or judgineiit of any Goveriiiiieiit Atithoiity applicable to Transkror with respect 

to the Tiansferred Assets, except for violations that would not, individually or in  the 

aggregate, reasonably be expected to have a Material Adverse Effect. 

(ii) Section I1 of Schedule 4.01(k) lists all material Perinits (other than 

Environmental Permits). 

(1) Taxes. To tlie Knowledge of Transferor, Transferor has filed all Tax 

Returns that are required to be filed by it with respect to any Tax relating to tlie Transferred 

Assets, aiid Transferor lias paid all Taxes that have becoine due as indicated thereon, except 

where such Tax is being contested in good faith by appropriate proceedings, or where any 

failures to so file or pay would not, individ~ially or in the aggregate, reasonably be expected to 

have a Material Adverse EFfect. There are no Enctiinbrances for Taxes on the Transferred Assets 

that are not Permitted Encumbrances. 

(in) -Property. Transferor has such ownership of or such rights by 

license or other agreement to use all Iiitellectual Property necessary to permit Transferor to 

conduct its business with respect to the Transferred Assets as currently conducted, except where 
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any failures to have such ownership, license or right to use would iiot, individually or iii the 

aggregate, reasonably be expected to liave a Material Adverse Effect. Transferor is iiot, nor has 

Transferor received aiiy notice that Transferor is, in default (or with tlie giving of notice or lapse 

of time or both, would be in default) uiider aiiy coiitract to use such Intellectual Property, aiid 

there are 110 iiiaterial restrictions 011 tlie transfer of any inaterial contract, or any interest therein, 

Iield by Transferor in respect of such Intellectual Propeity. Traiisferor has not received notice 

that it is infringing any Iiitellectual Property of any other Person in coiinection with the operation 

or busiiiess of the Transferred Assets. 

(11) Compliance with Laws. Traiisferor is in conipliaiice with all applicable 

L,aw with respect to the owiiership or operation of tlie Traiisferred Assets, except wliere any 

such failures to be in coiiipliaiice would not, individually or in tlie aggregate, reasonably be 

expected to have a Material Adverse Effect. 

(0) Limitation of Represeiitatioiis and Warranties. EXCEPT FOR THE 
jlXEPW,SENTATHONS AND WAmANTHES SET FORTH IN THIS AGWEMENT AND 

HN ANY ANCIIILILARY AGjlXEEMENT, 'Ifl!XANSFEIOR IS NOT lVitAKJNG, AND 

HEmBY DIISCH,MMS, ANY OTHER lIUUPRESENTATHONS AND WAWNTHES, 

WNTTEN OR O U L ,  STATUTORY, EXPRESS OR IIPVIIPILIIED, CONCENYHNG 

T M S F E R O R  OW Tm TIWraNSFEmD ASSETS OR ANY PART THEREOF. 

Section 4.02 Represeiitations aiid Warraiities of Transferee. Transferee represents and 

warrants to Transferor as follows: 

(a) Qrgaiiizatioii and Good Standing. Transferee is a corporation duly 

forined, validly existing and in good staiidiiig under the laws of tlie state of Delaware and has all 

requisite power and autliority to own, lease or operate its properties and to carry on its busiiiess 

as it is now being conducted. 

(b) Authority aiid Enforceability. Transferee has full power aiid authority to 

execute and deliver and carry out its obligations under this Agreeiiieiit aiid each Aiicillary 

Agreement to tvliicli it is a party, aiid to coiis~uiiiinate tlie transactions coiiteinplated liereby and 

thereby. Tlie executioii, delivery aiid perforiiiaiice by Transferee of this Agreeinelit and each 

such Ancillary Agreement, and tlie coiisuiiimation of tlie transactions contemplated hereby aiid 

thereby, have been duly and validly authorized by all iiecessary action by Transferee. 



I<PSC Case No 2012-00578 
KIUC's Supplemental Data Requests 

Dated March 8, 2013 
Item No 48 

Attachment 1 
Page 28 of 36 

Assuiiiiiig tlie due authorization, execution aiid delivery of this Agreement aiid each such 

Aiicillary Agreement by the other party or parties thereto, this Agreeinelit aiid each such 

Ancillary Agreeiiieiit coiistitiites a legal, valid aiid binding obligation of Transferee, enforceable 

against Transferee in accordance with its terms, except as such enforceability may be limited by 

applicable baiikruptcy, insolvency and other siiiiilar laws affecting tlie rights aiid remedies of 

creditors generally aiid by geiieral principles of equity. 

(c) No Violation; Consents aiid Apl)rovals. 

(i) Neither the execution, delivery and perforiiiaiice by Transferee of 

this Agreeinelit aiid each Ancillary Agreeiiieiit to which Transferee is a party, nor tlie 

consummatioii by Tralisleree of tlie transactions coiitemplated hereby aiid thereby, will 

(a) conflict with or result in any breach of any provision of Ilie Organizational Docuinents 

of Transferee; (b) result in a default (or give rise to any right of teriiiiiiatioii, cancellation 

or acceleration), or require a coiisent, under any of tlie terms, coiiditioiis or provisioiis of 

any note, bond, moi-tgage, indenture, inaterial agreement or other iiistrumeiit or obligation 

to which Transferee is a pai-ty or by wliich aiiy oE their respective inaterial propei-ties or 

assets may be bo~md, except for aiiy such defaults or consents (or rights of teriiiiiiatioii, 

cancellation or acceleratioii) as to which requisite waivers or consents have been obtained 

or wliicli would iiot, individually or in  tlie aggregate, reasonably be expected to have a 

material adverse effect oii the ability of Transferee to perform its obligatioiis under this 

Agreement and tlie Aiicillary Agreements; or (c) constitute a violation of any law, 

regulation, order, judgineiit or decree applicable to Transferee, except for any such 

violatioiis as would not, iiidividually or in the aggregate, reasoiiably be expected to have 

a iiiaterial adverse effect on tlie ability of Transferee to perform its obligations under this 

Agreeinent and the Ancillary Agreements. 

(ii) Transferee Iias obtained all consents aiid approvals from each 

Goveriimeiital Authority or otlier Persoii iiecessary for tlie execution and delivery of this 

Agreement or aiiy Aiicillary Agreement by Transferee, or tlie consummatioii by 

Transferee of tlie traiisactions conteniplatecl hereby and thereby, except for any such 

consents and approvals wliicli, if not obtained or made, would iiot, individually or in tlie 

aggregate, reasonably be expected to Iiave a material adverse erfect on the ability of 
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Transferee to perform its obligations under this Agreement and tlie Ancillary 

Agreements. 

(d) Legal Proceedings. There are no actions or proceedings pending or, to tlie 

Kiiowledge of Transferee, threatened against Traiisferee before any court, aibitrator or 

Goveriiineiital Authority, which, individually or in the aggregate, would reasonably be expected 

to have a Material Adverse Effect on tlie ability of Transferee to perform its obligatioiis wider 

this Agreeineiit aiid tlie Ancillary Agreements. Transferee is not subject to any outstanding 

judgments, rules, orders, writs, injunctions or decrees of any court, arbitrator or Goveriiineiital 

Authority wliicli, individually or in tlie aggregate, would reasonably be expected to have a 

material adverse effect on tlie ability of Transferee to perform its obligatioiis under this 

Agreement aiid tlie Ancillary Agreements. 

Section 5.01 Transfer Tax; Recording Costs. All transfer, use, stamp, sales aiid similar 

Taxes aiid recording costs incurred in coiinectioii with this Agreement and tlie traiisactioiis 

contemplated hereby shall be tlie sole responsibility of Transferee. 

Section 5.02 Fui-tlier Assurances. 

(a) Subject to the teriiis and coiiditioiis of this Agreement, Transferor aiid 

Transferee shall use commercially reasoliable efforts to talte, or cause to be talten, all actions, 

and to do, or cause to be done, all things necessary, proper or advisable under applicable Laws to 

consuininate and iiialte effective the transfer of the Transferred Assets pursuant to this 

Agreeiiieiit aiid tlie assumption of tlie Assuined Liabilities, including using coiiiinercially 

reasonable efforts with a view to obtaiiiiiig all iiecessary consents, approvals aiid authorizations 

of, aiid nialtiiig all required notices or filings with, third parties required to be obtained or made 

in order to consummate the traiisactioiis liereunder, iiicludiiig tlie transfer of tlie Eiivironniental 

Permits and tlie Permits to Transferee. Neither Transferor, 011 the oiie Iiand, iior Transferee, 011 

tlie other liand, shall, without prior written coiiseiit of tlie other, take or fail to take any action 

wliicli might reasonably be expected to prevent or iiiaterially impede, interfere with or delay tlie 

transactioiis contemplated by this Agreeinelit. 
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(b) In the event that any portion of the Transferred Assets shall not have been 

conveyed to Transferee at tlie Closing, Transferor shall, subject to paragraphs (c) and (cl) 

iiiimediakly below, convey such asset to Transferee as promptly as practicable after tlie Closing. 

(c) To tlie extent, if any, that Transferor's rights uiider any Contract, Real 

Property Leases or Easements aiid Rights of Way may not be assigiied without the consent of 

any other pai-ty thereto, which coiiseiit has not been obtaiiied by the Closing Date, this 

Agreeinelit shall not coiistitutc an agreeiiieiit to assign tlie same if an atteiiipted assigiiineiit 

would coiistitute a breach thereof or be  inl lawful. Transferor aiid Transferee agree that if any 

coiiseiit to an assignment or  aiiy Contract, Real Property Lease or Easeiiieiit aiid Right of Way 

has iiot been obtained at the Closing Date, or if any atteinpted assigniiient would be ineffective 

or would iinpair Transferee's rights and obligations under the Contract, Real Property Lease or 

Easement aiid Right of Way in question, so that Transferee would not in effect. acquire the 

benefit of all such rights aiid obligations, Transferor, at its option aiid to the maximum extent 

permitted by law and such Contract, Real Property Lease or Easeinelit aiid Right of Way, shall, 

afkr  the Closing Date, (i) appoint Transferee to be Transferor's agent with respect to such 

Contract, Real Property Lease or Easeiiieiit aiid Right of Way or (ii) to tlie maximum extent 

permitted by law and such Contract, Real Property Lease or Easeiiieiit and Right of Way, enter 

into such reasonable arrangements with Transferee or take sucli other coininercially reasonable 

actions to provide Transferee with tlie same or substantially similar rights and obligatioiis of such 

Contract, Real Property Lmse or Easement and Right of Way. From and after tlie Closing Date, 

Traiisferor aiid Transferee shall cooperate aiid use commercially reasonable effoi-ts to obtaiii an 

assignment to Transferee of aiiy such Contract, Real Property Lease or Easeiiieiit and Right of 

Way. 

(d) To the extent that Transferor's rights uiider any warranty or guaranty 

described iii Section 2.01 (r) iiiay iiot be assigiied without the coiiseiit of aiiotlier Person, which 

consent has not been obtained by the Closiiig Date, this Agreeinelit shall not coiistitute aii 

agreemen1 to assign the same, if an atteinpted assignment would constitute a breach thereof or be 

unlawful. The Parties agree that ir any coiiseiit to an assigiiment of aiiy such warranty or 

guaranty has not been obtaiiied or if any atteinpted assignment would be iiieffective or woiild 

impair Transferee's rights aiid obligations uiider the warranty or guaranty in question, so that 

Transferee would not in effect acquire the benefit of all such rights aiid obligations, Transferor 
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sliall use commercially reasonable efforts to the extent permitted by law and such warranty or 

guaranty, to enforce such warranty or guaranty for the beiiefit of Transferee to the maxiinwn 

extent possible so as to provide Transferee with the benefits and obligations of such warranty or 

guaranty. Notwithstanding the foregoing, Transferor shall not be obligated to bring or file suit 

against any third party, provided that if Transferor determines not to bring or file suit after being 

requested by Traiisferee to do so, Transferor shall assign, to the extent permitted by law or any 

applicable agreement, its rights in respect of the claims so that Traiisferee may bring or file such 

suit. 

Section 5.03 Survival. The reyreseiitatioiis aiid warranties of the Parties contained 

lierein shall survive for a period of three years froiii the Closiiig Date aiid thereafter sliall be of 

110 fixther force aiid effect. 

Section 5.04 Iiidemiiification by Traderor .  Subject to the liinitatioii foi-th in Section 

5.03, Transferor hereby agrees to indeiiiiiify, defend and hold liarinless Transferee and its 

respective shareholders, directors, officers and employees from aiid against any damages 

suffered or iiicurred by them arising out of (i) aiiy breach of any representation or warranty made 

by Transferor, (ii) aiiy breach by Traiisferor of any covenant or obligation of Traiisferor in  this 

Agreeineiit aiid (iii) the Excluded Liabilities. 

Section 5.05 Indeiniiificatioii by Transferee. Subject to the liinitatioii forth in Section 

5.03, Transferee hereby agrees to indeiiinify, defend aiid hold liarinless Traiisferor aiid its 

respective shareholders, directors, officers and employees froin aiid against any damages 

suffered or iiicurred by them arising out of (i) any breach of any representation or warranty made 

by Transferee, (ii) any breach by Transferee of any covenant or obligation of Transferee iii this 

Agreeinelit aiid (iii) the Assumed L,iabilities. 

Section 6.0 1 Notices. All notices and other communications hereunder sliall be in  

writing and shall be deemed given (i) oil the day wlieii delivered personally or by e-mail (with 

confiriliation) or facsimile transmission (with coiifirmatioii), (ii) on the next Business Day when 
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delivered to a nationally recognized overnight delivery service, or (iii) five (5) Business Days 

after deposited as registered or ceitified inail (return receipt requested), in each case, postage 

lx-epaid, addressed to the recipient Party at its address set foi-th below (or to such other addresses 

aiid e-mail aiid facsimile iiuiiibers for a Pai-ty as shall be specified by like notice; provided, 

however, that any notice of a change of address or e-inail or racsiiiiile iiumber shall be effective 

oiily upon receipt thereof): 

If to Transferor, to: 

Ohio Power Coiiipaiiy 

Attn: 

Facsimile No.: 

Email: 

If to Transferee, to: 

AEP Generation Resources Iiic. 

Attii: 

Facsimile No.: 

Eiiiai 1 : 

Section 6.02 Waiver. The rights aiid remedies of the Parties are cumulative and not 

alteriiative. Neither the failure nor any delay by any Party iii exercising aiiy right, power, or 

privilege uiider this Agreeiiieiit or the documents referred to in this Agreeiiieiit will operate as a 

waiver of such right, power, or privilege, aiid 110 single or partial exercise of aiiy such right, 

power, or privilege will preclude any other or fLirther exercise of such right, power, or privilege 

or the exercise of any other right, power, or privilege. To the iiiaximum extent periiiitted by 
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applicable Law, (a) no claim or right arising out of this Agreement or the documents referred to 

in this Agreement can be discharged by one Party, in whole or in part, by a waiver or 

rentuiciatioii o f  the claim or right unless i i i  writing signed by each other Party; (b) no waiver that 

may be given by a Party will be applicable except in the specific instance for which it is given; 

and (c) no notice to or demand on one Party will be deemed to be a waiver of any obligation of 

such Pai-ty or of the right of the Party giving such notice or deinand to tale further action without 

notice or deiiiaiid as provided in this Agreement or the documents referred to in  this Agreement. 

Section 6.03 Entire Agreement: Ainendment; Etc. 

(a) This Agreeinent and the Ancillary Agreements, including the Schedules, 

Exhibits, docuiiients, certificates and instruments referred to herein or therein, embody the entire 

agreement and understanding of the Pai-ties hereto in respect of the transactions contemplated by 

this Agreement. There are no restrictions, proinises, representations, warranties, covenants or 

Luidertaltings, otlier than those expressly set forth or referred to herein or therein. This Agreeineiil 

supersedes all prior or contemporaneous agreements, understandings or statements or agreements 

between the Parties, wketlier written or oral, with respect to the transactions contemplated 

heieby. Each Party acknowledges and agrees that no employee, officer, agent or representative of 

the otlier Party has the authority to inalte aiiy representations, stateinelits or proinises in addition 

to or in aiiy way different than those coiitaiiied in this Agreement atid the Ancillary Agreements, 

and that it is not entering into this Agreement or the Ancillary Agreements in reliance upon aiiy 

reliance upon an representation, statement or promise of the other Party except as expressly 

stated herein or therein. 

(b) This Agreement may not be amended, supplemented, terminated or 

otherwise modified except by a written agreement executed by Transferor and Transferee. 

(c) This Agreeinent shall be binding upon and inure solely to the benefit of 

each Party hereto and nothing in this Agreeinent, express or implied, is intended to or shall 

confer iipon aiiy other Person aiiy right, benefit or remedy of any nature whatsoever under or by 

reason of this Agreeinent. 

Section 6.04 Assignment. This Agreement and all tlie of the provisions hereof shall be 

binding upon and inure to the beliefit of the Parties hereto and their respective SLiccessors and 

permitted assigns, but neither this Agreeiiient nor aiiy of the rights, interests or obligations 
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hereuiider may be assigned by, 011 the oiie hand, Transferor, aiid 011 tlie other liaiid, Transferee, in 

whole or in  part (whether by operation of law or otlierwise), without tlie prior written coiiseiit of 

tlie other Party, and any atleinpt to make aiiy such assigiiineiit without such coiiseiit will be null 

and void. Notwithstanding tlie foregoing, Transferor or Transferee iiiay assign or otherwise 

traiisfer its rights hereunder aiid wider any Aiicillary Agreement to aiiy bank, fiiiaiicial institution 

or other leiider providing fiiiaiicing to Transferor or Transferee, as applicable, as collateral 

security for such fiiiaiicing; provided, however, that no such assigiiinciit shall (i) impair or 

inaterially delay tlic coiisuiniiiation of tlie traiisactioiis conteinplatect hereby or (ii) relieve or 

discharge Transferor or Transferee, as the case inay be, from aiiy ol' its obligations hereunder aiid 

thereunder. 

Section 6.05 Severability. If any term or other provision of this Agreement is invalid, 

illegal or incapable of being eiiforced by aiiy law or public policy, all other terins aiid provisioiis 

of this Agreeiiieiit will iievei-theless remain in full force and effect so long as tlie economic or 

legal substance of the traiisactioiis contemplated liereby is iiot affected in any manner materially 

adverse to any party hereto. Upon such deteriniiiatioii that any term or other provision is invalid, 

illegal or incapable of beiiig enforced, the Parties will negotiate in good faith to modify this 

Agreement so as to effect the original iiiteiit of the Parties as closely as possible in an acceptable 

iiiaiiiier iii order that the traiisactioiis coiiteinplated hereby are consuiiiiiiated as origiiially 

contemplated to the greatest extent possible. 

Sectioii 6.06 Governing. Law. This Agreement, the coiistructioii of this Agreeineiit, all 

rights and obligatioiis betweeii tlie Parties to this Agreement, aiid any and all claiiiis arising out 

of or relating to the subject matter of this Agreement (including all tort aiid contract claims) will 

be goveriied by aiid construed in accordaiice with the laws of the state of Oliio, without giving 

effect to choice of law principles thereof. 

Section 6.07 Counterparts: Facsimile Execution. This Agreemeiit may be executed in  

oiie or more counterparts, all of which will be considered oiie aiid tlie same agreement and will 

bccoiiie effective wlieii oiie or inore counterparts have been signed by each of tlie Farties aiid 

delivered to each other Party, it beiiig understood that the Parties need iiot sign tlie same 

counterpart. This Agreement may be executed by facsimile sigiiature(s) or sigiiatures in portable 

docuiii eiit format. 
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The Scliedules to this Agreeiiieiit are iiiteiicled to be and Section 6.01 Schedules. 

hereby are specifically inade a part of this Agreeiiieiit. 

Section 6.09 Specific Performance. The Parties hereto agree that irreparable dainage 

would occur in the event any of the provisions of this Agreeinent were iiot to be perforiiied in 

accordaiice with the terms hereof and that the Parties will be eiititled to specilic perforiiiaiice of 

the terms hereof in addition to any other remedies at law or in equity. 
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%N WITNESS WHEREOF, each of the Parties has caused this Asset Contribution 

Agreement to be executed oii its behalf by its respective officer thereuiito duly authorized, all as 

of the day aiid year first above writieii. 

By: 
Name: 
Title: 

By: 
Name: 
Title: 



Relei to the Company’s response to ICIUC 1-100. Please respoiid to the cluestion that 
was asked, Le., please provide all reasoiis why the Company coiisideis the tlefcr ial .ind 
creatioii 01 a regulatory asset for tlie Phase I investigation espeiidituies to be i n  [he bc\t 
iiiteiest of the Compaiiy’s ciistoiiiers, accordiiig to tlie cited portioii 01 Mi 1 ; d c ~  s 
Direct Testimony. 

RESPONSE 

The Compaiiy iillly answered I<IUC 1 - 100. Nevertheless, the Company expands on that 
ans1ver as ~ollows: 

The costs iiicurred by tlie Company in coixiectioii with its investigation of tlie retrofit o f  
Big Sandy Unit 2 were both prudently iiicurrecl. The iiivestigatioii was Liiidertalten as p i  t 
of Kentucky Power’s effort to provide tlie least cost alternative to evolving regiilatory 
aiid legal obligations and economic conditions. To deiiy the Compaiiy tlie ubi I i ty to 
recover such costs because of changing coiidi tions, or because lesser cost alteixatives 
becoiiie available, will iidiibit the ability of the Company to deteriiiiiie the least cost- 
al ternative, or to switch to a lesser cost alteriiative that becomes subsequently available. 
In  either case, the exaction of a fiinaiicial penalty for prudent action is likely to lexl 
ultiiiiately to higher costs for customers. See also the Coiiipany respoiise to 
I<.PSC 2 . 4 .  

WBTNESS: Raiiie IC Wohnlias 



REQUEST 

Please refer to tlie Coiiipany’s response to ICTTJC l-lol(b). Please providc a copy of the 
relcrenced “press release” and highlight where it states that it “was not iiecessai i ly  thc 
li n n l  111 an. ” 

Please see ICIUC 2-50 Attachment 1 

VdlTNESS: Raiiie I<. Wohiihas 
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MEDIA CC3NTACT: 
M el iss a M c I-l en ry 
SI-. Manager, Media Relalions 
6 1 4/7 1 G- I 'I 20 

ANAL%"STS CONTACT: 
Bette .lo Rozsa 
Managing Direcior, Iiivesloi. lielations 
614/716-2840 

SHARES PLAN FOR GOMPLIANCE WITH P 

Company advocates for more ii117e and flexibility io reduce the negative impact of the proposed 
EPA rilles on custoiners, johs a/7d the economy 

COL.IJMBUS, Ohio, June 9, 20'1 1 - Arnericaii Electric Power (NYSE: AEP) toclay announced the 

coinpany's plan for complying with a series of regulations proposed by the U.S. Environmental 

Protection Agency (EPA) that would impact coal-fueled power plants. Based on the regulations as 

proposed, AEP's coinpliance plan would retire nearly 6,000 megawatts (MW) of coal-iueled power 

generation; upgrade or install new advanced emissions reduclion equipment 01-1 another 10,100 

MW; refuel 'I ,070 MW of coal generation as 932 MW of natural gas capacity; and build 'I ,220 MW 

of natural gas-fueled generation. The cost of AEP's coinpliance plan could range from $6 billion to 

$8 billion in capital investment through the eticl of the decacle. High demand for labor and materials 

due to a constrained compliance time frame could drive actual costs higher than these estimates 

7.2 billion that AEP 

has invested since I990 to reduce emissions from its coal-fueled generation fleet. Annual 

einissions of nitrogen oxides from AEP plants are 80 percent lower today than iii '1990 Sulfur 

dioxide emissions from AEP plants are 73 percent lower than in 1990. The company currently 

owns nearly 25,000 MW of coal-fueled generation, approximately 65 percent of its total generating 

capacity. Coal would fuel approximately 57' percent O F  AEP's total generating capaciiy by the end 

OF the clecacle 

"We support regcrlaiioiis that achieve long-term environtiienial benefits while protecting 

customers, the economy and tlie reliability of the electric grid, but the cumulative impacts of the 

EPA's curreni regulaiory path have been vastly unclerestiinalecl, particularly in Midwest siaCes 

tlepenclent on coal lo fuel their ecorioniies 

that will iiiiiigale t he  impact of these rules for our custonier e jobs, but because 

of the unrealistic compliance tirneliries in 'the EPA proposals, we will have io preniaiurely shut 

1 
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down nearly 25 percent of our current coal-fueled generating capacity, cut huiiclreds of good power 

plant jobs, and invest billions of dollars in capiial Lo retire, retrofit aiid replace coal-fueled power 

plants. The sudden increase in electricity rates and iriipacts on state econoinies will be significant 

at a tiine when people and states are still struggling,” said Michael G. Morris, AEP chairiiiaii aiicl 

chief executive officer. 

Although soine jobs would be created froiii .the installation of einissions rec!i!ction 

equipment, AEP expects a iieir loss of approxiinately GOO power p1an.t jobs with annual wages 

totaling approxiinately $40 million as a result or’ compliaiice wi.lh the proposed EPA rules. 

“VVe are deeply concerned about tlie iiiipact of tlie proposed regula.iions on our customel-s 

and local economies. Communities that have depended on these plants to provide good jobs and 

suppoi-t local services will face significant reductions in payroll and properiy taxes in  a veiy short 

period of time. The econoinic impact will extend .far beyoiid clirec’r einploymeiit at power plants as 

thousands of aiicillary jobs are supported by every coal-fueled generating unit. Businesses that 

have benefited from reasonably priced coal-fueled power will face the inipact oi‘ electricity price 

increases ranging froin 10 percent to more than 35 percent juslc for conipliance with these 

eiivironiiiental rules at a time when they are still trying to recover from the ecoiioinic downturn,” 

Morris said. 

“Although discounted by some, tlie potential iinpacts on the reliability of the transinission 

system, particularly in the Midwest, are sigiiificant. The proposed timelines for coinpliaiice aren’t 

adequate for construction of signi8icanl retrofits or reiolacenient generation, so inany coal-fueled 

plants would be prematurely retired or idled in just a few years. AEP’s compliance plan alone 

would abruptly cut generation capacity in the Midwest by iiiore than 5,400 MW. Depending on tlie 

year, another 1,500 MW to 5,200 MW of AEP generation would be idled or curiailed For extencled 

periods as pollution control equipment is installed,” Morris said. 

AEF has shared its compliance plaii with PJM Interconnection, Socr~hwest Power Pool and 

North Ainerican Electric Reliabiliiy Corp. for use in their evaluation of the impacts of EPA’s 

proposed rules. 

“We will conlinue lo  vvorlc through the EPA process with the hope that tlie agency will 

recognize the cumulative impact of the proposed rules aiid develop a iiiore reasoilable compliance 

scheclule. We also will continue talking with lawinalters in Washiiig.ion about a legisla’iive approach 

that would achieve the same long-term enviroiiniental goals with less negative impact on jobs and 

the [J.S. ecoiioiiiy,” Morris said. “With inore tiine and flexibility, we will get to the mine level of 

eiiiissioii reductions, but it will cost 01-11’ custoiiiers less aiio! will preveii’c premature job losses, 

extend the construction job benefits, and eiisuie tlie ongoing reliability of the electric system.” 
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iih ’the rules as proposed inclucles pernianently reiii ing 

the following coal-rueled powei plants. 

o 

o 

o 

o 

Glen Lyn Planl, Glen Lyn, Va. - 335 MW (ietired by Dec. 3 I, 20’14); 

Kamiiier Plant, Monnclsville, W Va -- 630 MW (retired by Dec 31, 20 14); 

Kanawha River Plant, Glasgow, W.Va - 400 MW (retired by Dec. 3 1, 2014); 

Phillip Sporn IPIaiit, New Haven, W.Va. - l,050 MW (450 MW expeciecl to retire in 

20 1‘1, 600 MW ietired by Dec. 31, 2014); and 

Picway Plant, Locltbo~irne, Ohio - ’100 MW (retiied by Dec. 31, 20’14). 0 

AEP wocilcl retire generating units at the following locations but continue operaling some 
generation at ilie sites: 

0 Big Sandy Plant, Louisa, Ky. - Units 1 and 2 ( 1,078 MW) retired by Dec. 31, 2014.; 

Big Sandy Unit 1 would be rebuilt as a 640-MW natural gas plant by Dec. 3 I, 2015; 

Clinch River Plant, Cleveland, Va. - Unit 3 (235 MW) retired by Dec. 31, 20 14; Units ’I 
and 2 (470 MW total) woul~l  be refueled with natirral gas with a capacity of 422 MW by 

Dec. 3 I 2014, 

o Conesville Plant, Conesville, Ohio - lJnit 3 (165 MW) retired by Dec. 3 I, 2012, Units 5 

and 6 (800 MW total) would continiie operating with retrofits; 

Musltinguin River Plan;, Beverly, Ohio - llnits 1-4 (840 MW) retired by Dec. 31, 2014; 

Musltinguin River 1Jnit 5 (600 MW) may be refueled with natural gas with a capacity of 
510 MW by Dec 31, 2014, depending on regulatory treatment in Ohio; 

Tanners Creel( Plant, Lawtenceburg, Ind. .- Units ‘I, 2 and 3 (495 MW) retired by Dec. 

31, 2014; Uni l4 (500 MW) would continrie to operate with retrofits; and 

Welsh Plant, Pittsbwg, Texas - Unit 2 (528 MW) retired by Dec 31, 2014; Units 1 and 3 

(1,056 MW) would continue to operak with retrofits. 

cf 

o 

o 

The two coal-fueled generating units at Noi-theasterii Plant (935 MW) in Oolagah, Oltla., 

wo~i ld  be icllecl for a year or inore while emission reduction equipment is installed. Both units woiilcl 

be idled beginning Jan. 1 ,  20’16. One unit wo~ilcl return 20 service by Dec. 31, 2016. The other cinit 

wo~ilcl return to service by Dec. 3 I ,  2017. 

AEP will complete construction of tlie Dresden Plant (580 MW natural gas) in Dresden, 

Ohio, in 20’12. 

In addition io ‘the re’troiits above, AEP wo~ilcl install or upgrade eniissions ieductiori 

ecluipnieni at seven other coal-.hielecl power plank in AI Itansas, Indiana, Louisiana, Ohio and 

Texas, 



l i e h  to the Company's response to I<ITJC 1-1 02. Please coiifiriii that the1 e 1x1 e no 
otliei docuiiieiits relied on by Mr. Pauley to make tlie clecisioii aiid/oi co~iiiiiuii I C ~ I ~ C  thc 
decisioii to acquire 50% 01 the Mitchell uiiits. Please supplement this I espciiisc I I thci c 
ai c additioiial documents, such as eiiiails or coriespoiideiice between Mi Pouley , i n d  MI I 

Pattoii. Il'iioiie, theii please so state. 

RESPONSE 

There were 110 other documents. 

'WITNESS: Gregory G Pauley 



REQUEST 

Rcfer lo the Company’s response to Sierra Club 1-4(a). Please ideiililji aiid pi ovicic ;i 

copy 01 all stuclies, iiiemoraiida, emails, or oilier writings (inchiding notes) I C V I C U  ecl, 
I d ied upoii, a i d o r  prepared by the listed iiieiiibers of AEP Maiiageiiieiit (Chai le4 I’ation. 
Robci t Power, Mark McCullough, Richard Muiiczinld<i, aiicl Philip Nelson) I oiatecl to  
tlie dccisioii to acquire 50% of the Mitchell units. 

The Compaiiy ob-jects to this request to the extent it calls for docuiiients m c l  
communications protected by the attorney-client privilege and/or tlie attorney ~wII~- 
product doctrine. The Coiiipaiiy further objects to this request to the extent it is overly 
broad aiid ~ii id~ily burdensome. 
Without waiving its objections, the Coiiipaiiy states as follows: 

Please see the Company’s respoiise to KIUC 2-36. 

WITNESS: Gregory G Paxiley 



Rder  to the Company’s respoiise to Staff 1-2 1.  Would I<entucky Power be willing to 
negotiate \vitli AEP Geiieratioii Resources, Iiic. to acquire the Mitclicll units at a laic1 
dak? 

RESPONSE 

The Company objects to this data request. The Company’s position in ncgo[iationb. 
including ivlietlier it would be willing to enter into such negotiation, is conlitlcntial a n d  
the iequest does not seek inlormation that is properly discoverable through rlata I q u e s t s  
Please see the Coiiipaiiy’s respoiise to IQSC 1-21. 

’bXJ%llfNESS: Gregory G Pauley 



Please irleiitify where the coal styplied to the Mitchell uiiits is purchased liom Plcase 
itlenti Cy the portion of coal supplied to the Mitchell units that conies lrom I C e i i ~ i ~ k y  and 
the poition that coiiies from aiiy otlier state(s). 

RESPONSE 

In 2013, coal is supplied to the Mitcliell units from multiple sources and I cgioiis 
Ciiireiitly, the portion of coal supplied fioiii the state oC Kentucky is appiosiiiiatcl J/ 3 S% 
The 1 eiiiaiiiiiig portion of coal is supplied by West Virginia atid Viiginia, a t  
appi osiiiiately 5 8% aiid 4%, respectively. The stated perceiilages are anticipated to 
cliaiige on a monthly basis as the SoLirces o l  coal vary tluougliout the year. 

VVIITNESS: Raiiie I< Woliiihas 



REQUEST 

Please pmvide any impairiiieiit analyses {lie Company has conducted r e p  ding the 
h4itchell uiiits. 

RESPONSE 

See KIUC 2-55 Attachments 1 aiid 2. Coiiiideiitial treatiiient is being sought for poi-tions 
of both o€ tliese attacluiieiits. 

“ B S :  Raiiie I< Woludias 
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Date: February 22, 2013 

To: File 

From: Micliacl Baird and Paul Pennino 

Subject: East Gencratiiig LJnits: Recoverability Test / Inipniiinent Test 4"' Quarter 201 2 

1. Background 
011 October 17. 2012 the PUCO issued the attached order 
effective January 1, 20 14. 

approving corpoiate separation 

On October 3 I ,  2012, AEP filed the attached with the FERC ro tenninate the AEP East Pool 
ihood that FERC would approve th 
in-house counsel, concluded tliat 
this impainnent trigger and change in asse 

grouping, on November 20, 20 12, niaiiagemcnt concluded that AEP had ;I iiiateiial inipaiiiiient of certain 
OPCo generating assets resulting in a pretax impairment charge in tlic foulth quarter of 2012 whicli was 
estimated in  the range of $235 inillion to $290 million. As a result. an SK was filed with the SEC to disclose 

In March of 2012, the Ohio geiieratiilg units elected RPM pricing for PJM effective June 1, 2015 which 
detaches the Ohio gerierating units from the Ohio retail load. This election releases the Ohio geneiating 
units from direct responsibility For the Ohio retail load from a PJM perspective. 

I!. Conclusion 
hi December 2012. based on the attached ASC 360 analysis as of November 30. 2012 
inillion impairment charge related to certain Ohio generation assets including a S 
inventory wvrite-of€ related to these units. 

we recorded a %2S7 
12.7 million M&S 

The following journal entries were recorded in December 20 12: 

I 
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Journal Entw - to  move balances a t  Nov. 30,2012 to SEC contra accouii& 

Journal Entr j  1 Debit 
Credit 

4265002 968,983,025 
1080015 (968,983,025) 

To set up separate account for lnveslment in EPlS for impaired Ohio Plants for SEC reporting 
For SEC, reporting, 1080015 will be mapped to 1010001 to reverse investment in impaired plant 

Journal Entry 2 Debit 
Credit 

1080016 696<815.174 
4265002 (696,815,174) 

To set up separate account for Accumulaled Provision for Depreciation for Impaired Ohio Plan% 
For SEC reporting, 1080016 will be mapped to 1080001 to reverse provision related to impaired planls 

Jotirnai Entry 3 Debit 
Credit 

1110005 538,912 
4265002 (538,912) 

To set up separate account for Accumulated Provision for Amortization for impaired Ohio Plants. 
For SEC reporting, 11 10005 will be mapped to 11 10001 to reverse amortization related to impaired plants 

Journal Entry 4 Debil 
Credit 
Debit 
Credit 

4265002 2,7 18,119 
1070001 (2.71 8 , l lS)  
1080005 19,954 
A265002 (1 9,954) 

To clear CWlP & RlWP balances at Nov. 30,2012 to 4265002 account 
Above enlry will be made a1 the detail work order level to clear each work order balance lo zero 

.Journal Entry 5 Debit 
Credit 

4265002 12,700,000 
1540026 12,700,000 

To reverse M&S inventory unique to impaired plants - only stocked at tlie plant localions 

Il l .  ASG 360 - Property, Plant and Equipmenf 

A. When to Test a Long-Lived Asset for Recoverebilitv .- lriqqerinq Event 
ASC 360-10-35-21 states that a long-lived asset (asset group) sliall be tested for recovcrability whenever 
events or clxanges in circumstances indicate that its carrying ainount may not be recoverablc We believe 
the PUCO order combined with tile filing with thc FERC to terminate the East Pool Agrecnient ale events or 
changes in circuiustance that indicate the carrying amount rimy not be recoverable siniilar to the events 
described i n  ASC paragraplis 360-1 0-35-21 a., b., and c. below. The East Pool termination is a significant 
fundamental change in  thc niaiuier of operating all East generation assets. It also reprcscnts a change in  the 
way generation sales are settled. This change affected all East generating assets. 

I h c  following is the list of examples of potential triggers as discussed in ASC 360-10-35-21: 
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B b. A significant aclversc change in [lie extent 01 ina~mer in  ~vhicli a long4ved assct (asset 
group) is being used or in its physical coiidition 

in AI! AEP EasC 01 assei!s wiN be impacted by the Enst 01 Agreemerit &ri~aiirnfior~, 
e exlent or Pmmier ira which the assets are itsecd” 

r v W  be required to pnvclrase gerteraliorr assets, or 
mefiris iii order ti? meet their reqrrirenreitls and 

io mi& will be saabject to market pricitig. 

e. A significant adveise change in legal factors or in thc business climate that could affect the 
v a l w  of a long-lived asset (asset group), including an advesse action or assessment by a 
regulator 

rrsitress climnte chages  iriclirde the phnrirted corporm‘e sepnratiorir of 
n f i q  assets tvhich will lrairsilr rttnrket puicifrg risks ns opposed 

rote p lms ordered by the 

Q d. Ai accumulation of costs significantly in excess of the amount originally expected for the 
acquisition or construction of a long-lived asset (asset group) 

o e. A current-period opcrating or cash flow loss combined with a history of operating or cash 
flow losses or a projection or forecast that tienionstrates continuing losses associated with tlie 
LISC of a long-lived asset (asset group) 

e f. A current cspcctatioii that, more likely than not, a long-lived asset (asset group) will be 
sold or otherwise disposed of significantly before the end o f  its previousIy estimated use fill 
life. The term more likcely l h 7  1701 refers to a level of likelihood that is more than 50 percent. 

B. Recoverability Test 
With a trigger established for all AEP East generation assets. a recovelability test must be perfonned on all 
AEP East generation assets. The applicable Accounting Standard follows: 

360-10-35-17 An inipairnieiit loss shall be recognized only if the carrying amount of a long-lived 
asset (asset group) is not recoverable and exceeds its fair value. The cairying m o u n t  of a long-lived 
assct (asset group) is not recoverable if it exceeds the sum of the iintliscounteci cash flows espected 
to result from the use and eventual disposition of the asset (asset group). That assessment shall be 
based on thc carlying amount of the asset (asset group) at the date it is tested for recoverability. 
. . ... h impairment loss sliall be rneasurcd as the amount by which the caii ying amount of ;I Iong- 
lived asset (asset group) esceeds its fair value 

111 perfoiming this test, we must first deteiiniiie the appropriate grouping of AEP East generation assets in 
acco~clance \vi t h  the following accounting standard. 

3 
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360-30-35-23 For pu ipses  of recognition and measuremeiili of an inipainneiit loss, a long-!ived 
asset or assets shall be grouped with other assets and liabilities at the iowest levei for wliich 
identifiabie cash flows are largely iiidepeiident of the cash flows of other assets and liabilities. ." I .. 

Histoiical!y, for purposes of performing recoverability tests under ASC 360, AEP Iiad grouped ai1 AEP East 
generation assets together due to the facr that cash flows geneiated from these assets had been 
interdependent uiider i!lc East Pool hgieemeiit. AEP easi operating companies received cash flows based 
on their iespective ioad requiremenis vs. tlieir capaciry available to the East Pool. Our. conclusions were 

eneration assets was still applicable. 

D&T 360-10-35 (Q/A 20) gives guidance as to the application of ASC 360-10-35-23 regarding grouping of 
assets and states: 

"A coinpany performing an iriipairineiit analysis sliouid begin at the lowest level of cash flows determinable 
within tlie organization; for example, an individual production line, real estate asset, plant, or retail store. 
Cash floivs may be grouped at 3 higher level only i f  the higher level k more appropriate ..... Factors to 
consider include .... the interdependence of assets and tl3e extent to wliich such assets are cxpcciecl or required 
to be operated or disposed oftogether. ".." 

Other significant consideratioris include: 
1 ,  The ability to identify cash f l o w  by individual operating unit of each generating station. 
2. Whether tlie cash flows associated with aia asset or asset group are largely indepeiideiit of 

casli flows of other assets or asset groups. 
3. Effective January 2014, [he creation of a new Power Coordiization Agreenzeiit (New Pool) 

which will include APCo, KITCo and I&M. 
4. The Pool terminatioii is part of a strategy to iiiove the @hi0 generating units io a separate 

legal entity owned by AEP (Ohio GenCo) due to PLJCO's desire for competition in the 
generation market. 

5. A bridge agreement subsequent to the termination of the East Pool Agreement will be in 
effect to handle allocatioii of capacity saks arid purchases to/from unaffiliated third parties 
through June 1, 20 15. These transactions will be allocated based on a legacy average MLR 
in 20 13. We expect tlresc amounts to be immaterial. 

6. A bridge agreement will also handle allocation of legacy trading 2nd hedging contracts that 
will run-off subsequent to pool terinination and wili aiso be allocated on a legacy average 
MLR in 2013. We also expect tliese amounts to be immaterial. 

7. Post corporate separation effective January 1, 2014, Ohio Distribution Co. will purchase 
energy under an interim sales agreement from Ohio GeiiCo at fuel cost plus the regulated 
ESP "CY' rate determined by the PUCO until the energy and capacity auctions begin. 

In arialyzing the future cash flows over the remaining life of tlie East generating units, 
a very significant portion of the cash flows will occur during periods subsequent to 
the temiination of the East Pool Agreeiiient. However, expected retirement dates for 
certain Ohio fuily exposed units: 
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E::pected 
unit ReiiiY?iW2ia'i 

GENE RATS N 6 PLANT Designation Date ~~-~ ~ _ ~ _ _ ^ _ _ _ I _ _ - I - = _ _ ; _ l i r 5 . , . ~ . * ~ ~ ~  

-~ OPCO ..... ~ x̂ _..I_ ~" ~ -___" .-I." 
Beckjord Generating Plant 611 120 15 

Picway Generating Plant 5 61$/20'15 
Karnmer Generating Plant 'I - 3  611 1201 5 
Musltingum Generating Plant 18:3 61'1 120 1 5 
!v'lusltingum Generating Plant 2 8:4 61112015 
Philip Sporn Generating Plant 2 & 4  611 120'1 5 

Conesville Generating Plant 3 1213 1/23? 2 

ll__^___"__ Determination of Asset Grouping 
0 @-qcmQhG~,pl~e~~-msc 

o Due to the continued cost-based rcgulated rates of APCo, KYPCo and I&M and the 
fonnation of the New Pool e€feetive January 1: 2014, these generating units should not be 
grouped within the entire East Pool of generating units for the reimiiiing period of the Pool's 
existence. Given thc legal separation 2nd the distinct cost-based regulated rates for each 
company, the lowest level of identifiable cash flows that are independent of other assets 
would be the gerieration assets within each iegal entity. 

o Grouping these assets as one group under the New Pool agreement, which relates to sharing 
of resources on an emergency-only basis, is not appropriate as the cash flow dependency of 
each coriipany on thc other members is not nearly as significant as the old East Pool 
Agreement since the companies are expected to be balanced froin a capacity perspcctive and 
only minor capacity 01 energy payments/reventies will be settled among the three nienibers 

o Also, the generating units should not be analyzed at the unit ievc! since ai! revenues f ~ o m  the 
generation assets as a group are subject to cost based rate regulation as a Iegal entity. 

o Furthei more. grouping the generation assets sepaiate 5om trarismission and distribution 
assets i s  consistent with our prior practice and is supported given the distinction of these 
assets from a regulated-rate pcrspective in many jurisdictions. 

if ogaarnenaas rules 
o For Ohio generating units expected to operate over the next twenty to thirty ycars, a very 

significant portion of the total cash flows over their remaining lives will occur during periods 
subsequent to the termination of the East Pool Agreement. These units are not bound together 
2s FRR status within PJM or fiolia a PUCO rate perspective and will operate as nierciinnt 
plants. Therefore, these units will be evaluated based OR each stand+tIone generating unit and 
should not be grouped within the entire East Pool of generating uilits for the remaining 
period of the Pool's e,,* %tence. 

0 a!b"~Qc~atin!? AsS$&cA§"rgQo~q~fO cwvil.oramenlal rules 
o Continuing to group these fiillgi exposcd plants with m y  other long-lived Ohio generating 

units or other East Operating Conipanies generation asscts ~voulcL not be appropriate 
because: 

1. The other partial and least exposed long-lived Ohio generating units' future cas11 
flows are not dependent on o t l w  assets, including the Ohio fully exposed units, 

2 Ohio hIly e?:posed units will not be members of the New Pool with APCo, KYPCo 
and !&Vi, 

5 
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3 .  Subsequent to East Pool termination the cash floivs for all of tlie East plants are not 
dependent on 'any other East plant or any AEP affliatcd assets niid 

4. Cash flows for the Ohio fully exposed units subsequent to pool teniiination are more 
than a minor portion of the cash flows of these units over their remaining lives. 

o 'Therefore, these fully exposed Ohio units are the only rernaiiiing generation units grouped 
together under the East Pool Agreement which is set to cspirc December 31. 2013. As 
discussed above, the cash flows for tlie lion-Ohio assets are separated by the New Pool 
agreement and their respective rate ,jurisdictions. Furthermore, the cash flows from the other 
longer-lived Ohio assets will result from their operation on a standaloiie basis as merchant 
plants foi a significant portion of their remaining lives. Theiefore. given [lie terininatioii of 
the East Pool Agreement, there are no other assets with which to group the fully exposed 
Ohio units necessitating the evaluation of these units on a stand-alone generating unit-level. 

0 Summarv o f  Asset Groups 

c) Non-Ohio eeiiei atirie assets - tlie geiierating assets within each legal entity. 
o Ohio Long .Lived Generating Assets not fullv exposed to enviroixiiental rules - indiviclual 

stand-alone generating unit. 
o Ohio Geiieratine Assets fi.111v esiiosed to eiiviroiuiiental i d e s  - individual stand-alone 

generating unit. 

?Jethod of Recoverability Test 
As cost-based rate regulated entities, APCo, KYPCo and I&M file rate cases to recover their incurred costs 
and as such any net cash flow projections presume i t  is probable that costs will be fully recovered over tlie 
life of the assets. These cost-based regulated units will be included in thc assct gioups determined aboxe and 
any potential inipairment foi the APCo, KYPCo 01 I&M units will be evaluated if aid when there is 
notification of potential di~allowance by state regulatoIs as provided under ASC 980 - Itegulated 
Operations. 

Since the Ohio companies generation assets are not cost-based rate rcgulatcd and do not fall under ASC 980 
Regulated Operations, a recoverability test for each generating unit was perfoirncd to dctcnnine if gloss 
cash flows per unit ale sufficient to recover the book value of cach unit as required under XSC ;GO. An 
impainrient nieasuieiiieiit is necessary only if the gross cash flows from each unit fail to recover the book 
value of each unit 

IV. A X !  360 RecoverabJlih and Irnpajrment Tests 
We perfoniied recoverability and any related impaiinient tests. Refer to for dctailed 
documentation ielated to the tests and related contiol testing. The Spread Option Model (Modcl) was 
prepared by tlie Gencration Business Plaiuiing and Analysis department. Sirice the h4oclel depicts niailtet 
timsactions, adjtistnieiits weie made to the Model for periods 2013 through May 2015 to ieflect the 
anticipated Pool termination and the transition of the Ohio genelation assets to competition. 

For each Ohio generating unit. tlie schedule below shows the November 2012 net book value veisus the 
gloss cash flows per the recoverability tests which determined if the impainiienr nieasurenierit 1112s 

necessary. 

6 
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AEP OHIO Planb 
N O V . 1 1  

Fully Exposed Units 

Bec!rjord 
Conesville 
I<ammer 
Kammer 
Kammer 

Musltingum 
Muskingum 
Musldngum 
Muskingum 
Philip Sporn 
Philip Sporn 

*-=*.-ms-m-~ ........ ~ - -  

Picvwy 

Otlier Ui;its 
Amcs 

Cardinal 
Darby 
Darby 
Darby 
Darby 
Darby 
Darby 
Gavin 
Gavin 

Mitchell 
Niilchell 

Muskingum 
VVateriord 

Stuart 
Stuart 
Stuart 
Stuart 

Zimmer 
Conesville 
Conesville 
Conesville 

Racine 

F?__. ............. . .  , 

6 
3 
1 
2 
3 
1 
2 
3 
4 
2 
4 
5 

3 
1 
1 
2 
3 
4 
5 
6 
1 
2 
1 

5 
1 
1 
2 
3 
4 
1 
4 
5 
6 

7 - 

I$  millions) 

0.1 

0 4  
0 3  
0 3  
0 3  
0 2  
0 2  
0 3  
0 3  
0 3  

a 5  
1 1  

32 0 
31 9 
32.1 
23.6 
23.6 
23 6 
23 6 
32 0 
3 2  0 
10.3 

274.3 ~ _ _ _  

786 3 11 a 798 1 
521 7 7 5  529 2 

15 2 15 2 
15 2 15 2 
15 2 15 2 
15 2 15 2 
15 2 15 2 
15 2 15 2 

475 7 22 0 497 7 
475 7 22 0 497 7 
604 9 1 1  37 6 643 6 
604 9 1 2  35 1 641 2 
173 6 1 3  175 4 

90 2 0 9  91  1 
90 7. 0 9  91 1 
90 2 0 9  91  1 
90 2 0 9  91  J. 

415 3 1 9  417 2 

217 5 a a  226 3 
217 5 a a  226 3 

171 3 3 0  iao 3 

257 2 24 9 2a2 1 

36 
. __. 5,416 
-- - 

‘.9 
36.6 

5,607.0 
_ - ~  
.... .. -- 

8.5 
1.1 

32 0 
31.9 
32.1 
23.6 
23 6 
23.6 
23 6 
32.0 
32.0 
10.3 

274.3 
-- 
-- 

-.-1 -- . - ~ _ - _ _ - - - _ _ _ . ~ _ -  
5,692.9 (1.2) 189.6 -~ 5,881.3 18.025.2 12,143.9 274.3 
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v. 
Ill eneration) piovides the pI/l&S balances at tlie Ohio units that 
are impaired. We determined that 3 ieservz should be establishcd to reduce the hf&S inventory to its net 
iealizablc value. As such. a reseive for $12.7 niillion was recorded utilizing the unique inventory balancc as 
an  estimate for a n  appropriate inventory Isserve for the fiilly exposed Ohio units as shown in the journal 
entry above in section 11. 

VI. DiscIosul-e 
Refer to foi disclosures made in the 201 2 1 OK 

VII. Cash Flow Statement 
Tlic impainnent amount is iiicluded in the iricome statement among other impairment amounts in the line 
"Asset Impairment and Other Related Cli~rges." This line item is shown as a iion-cash add back to net 
income in the cash flows Siom opeiating activities section All other balance sheet change inipacls should 
be removed from the cash flow statement. 

cc: 
J.M. Huonaiuto J.R. Huiieck B X. Tierney 0. J. Sewr 
A.B. Reis F S. Travis D I,. Campbell T 1-1 ROSS 
T E. Mitcliell R A. Mtreller K D. Fairchild J.R. Brooks 
J.E Swanger K M. Tarnms W.J. Pascarella L L. Dieck 
M.A. Pyle D G IItinimel K.R. Bletzacker D L. Weaver 
Nick Roger (Deloifre) Jeri hliller (Deloitte) Cliad Palmer (Deloittc) 
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