COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF KENTUCKY POWER )
COMPANY FOR APPROVAL OF THE TERMS )
AND CONDITIONS OF THE RENEWABLE )
ENERGY PURCHASE AGREEMENT FOR )
BIOMASS ENERGY RESOURCES BETWEEN ) CASE NO. 2013-00144
THE COMPANY AND ECOPOWER )
GENERATION-HAZARD LLC; AUTHORIZATION )
TO ENTER INTO THE AGREEMENT; GRANT OF )
CERTAIN DECLARATORY RELIEF; AND GRANT )
OF ALL OTHER REQUIRED APPROVALS AND )
RELIEF

NOTICE OF FILING

Notice is given to all parties that the following materials have been filed into the
record of this proceeding:

- The digital video recordings of the evidentiary hearing
conducted August 28 — August 29, 2013 in this proceeding;

- Certifications of the accuracy and correctness of the
digital video recordings;

- Al exhibits introduced at the evidentiary hearing
conducted August 28 — August 29, 2013 in this proceeding;

- The written logs listing, inter alia, the date and time of
where each witness’ testimony begins and ends on the
digital video recordings of the evidentiary hearing conducted
August 28 — August 29, 2013.
A copy of this Notice, the certifications of the digital video records, exhibit lists,

and hearing logs have been served by first class mail upon all persons listed at the end




of this Notice. Parties desiring electronic copies of the digital video recordings of the
hearing in Windows Media format may download copies at:

http://psc.ky.qov/av broadcast/2013-00144/2013-00144 28Augi13 Inter.asx

hitp://psc.ky.qov/av broadcast/2013-00144/2013-00144 29Aug13 Inter.asx

Parties wishing annotated digital video recordings may submit a written request

by electronic mail to pscfilings@ky.gov. A minimal fee will be assessed for copies of
these recordings.
The exhibits introduced at the evidentiary hearing may be downloaded at

http://psc.ky.gov/pscscf/2013%20cases/2013-00144/.

Done at Frankfort, Kentucky, this 4" day of September 2013.

o A
Linda_Eaulkner

Director, Filings Division
Public Service Commission of Kentucky




Hector Garcia

American Electric Power Service Corpo

1 Riverside Plaza, 29th Floor
Columbus, OHIO 43215-2373

Honorable Michael L. Kurtz
Aftorney at Law

Boehm, Kurtz & Lowry

36 East Seventh Street
Suite 1510

Cincinnati, OHIO 45202

Service List for Case 2013-00144

Kenneth J Gish, Jr.

Stites & Harbison

250 West Main Street, Suite 2300
Lexington, KENTUCKY 40507

Honorable Mark R Overstreet
Attorney at Law

Stites & Harbison

421 West Main Street

P. O.Box 634

Frankfort, KENTUCKY 40602-0634

Jennifer B Hans

Assistant Attorney General's Office
1024 Capital Center Drive, Ste 200
Frankfort, KENTUCKY 40601-8204

Ranie Wohnhas
Managing Director
Kentucky Power Company
101 A Enterprise Drive

P. 0. Box 5190

Frankfort, KY 40602



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:

APPLICATION OF KENTUCKY POWER COMPANY
FOR APPROVAL OF THE TERMS AND CONDITIONS
OF THE RENEWABLE ENERGY PURCHASE
AGREEMENT FOR BIOMASS ENERGY RESOURCES
BETWEEN THE COMPANY AND ECOPOWER
GENERATION-HAZARD LLC; AUTHORIZATION TO
ENTER INTO THE AGREEMENT; GRANT OF CERTAIN
DECLARATORY RELIEF; AND GRANT OF ALL OTHER
REQUIRED APPROVALS AND RELIEF

R P N N L

CERTIFICATE

I, Sonya Harward, hereby certify that:

1. The attached DVD contains a digital recording of the hearing conducted in the
above-styled proceeding on August 28, 2013; (excluding any confidential segments, which were
recorded on a separate DVD and will be maintained in the non-public records of the
Commission, along with the Confidential Exhibits and Hearing Log). The hearing was recorded
on two consecutive days, August 28, 2013 and August 29, 2013, separately. (Confidential
portions were also recorded separately).

2. [ am responsible for the preparation of the digital recording;

3. The digital recording accurately and correctly depicts the hearing of August 28,
2013 (excluding any confidential segments);

4. The “Exhibit List” attached to this Certificate correctly lists all exhibits introduced
at the hearing of August 28, 2013 (excluding any confidential exhibits).

5. The “Hearing Log” attached to this Certificate accurately agd correctly states the
events that occurred at the hearing of August 28, 2013 (excluding anyfi:onﬁdential segments)

/ RN | -
and the time at which each occurred. /
\

Given this 29" day of August, 2013. oy bt { A\ww,{ @?V@ ;

Sonya Harward (Boyd), Notary Public
State at Large
My commission expires: August 27, 2017

CASE NO. 2013-00144



2013-00144_28Aug2013

Kentucky Power Company

A Session Report - Detail

Date: Type: Location: Department:
8/28/2013 Other Public Service Hearing Room 1 (HR 1)
Commission

Judge: David Armstrong; Linda Breathitt; Jim Gardner
Witness: Jay Godfrey - KY Power; Greg Pauley - KY Power; Ranie Wohnhas - KY Power X
Clerk: Sonya Harward REDACTED

Event Time Log Event
10:01:46 AM Session Started
10:01:48 AM Chairman Armstrong
Note: Harward, Sonya Preliminary remarks
10:03:03 AM Introductions
10:04:50 AM Publishing of public notice confirmed.
10:05:00 AM Pending motions addressed.
Note: Harward, Sonya PSC Atty. Nguyen discussed three Orders that were published the
previous evening.
10:07:02 AM KY Power Atty. Gish
Note: Harward, Sonya Asked for ruling on Atty. Garcia being approved to appear before the
Commission, pro hac vice.
10:07:27 AM No Pubiic Comments
10:08:24 AM Witness Greg Pauley - KY Power
Note: Harward, Sonya President and COO of KY Power Company
Note: Harward, Sonya Confirmed that testimony and data responses are still correct as
filed.
10:09:49 AM KIUC Atty. Kurtz cross examination of Witness Pauley
Note: Harward, Sonya Referenced page 4 of Pauley Direct Testimony, lines 9-12.
10:10:44 AM Atty. Kurtz asked to go into confidential mode.
10:11:59 AM *¥*+*CONFIDENTIAL MODE***
10:13:08 AM
|
10:13:50 AM Exhibit 1 - KIUC
e —
10:16:25 AM ***RETURNED TO PUBLIC MODE***
10:16:55 AM Exhibit 2 - KIUC
_ Note: Harward, Sonya Portions of Wohnhas's Responses to PSC First Set of Data Requests,
Dated May 10, 2013, 6 pages of responses to various items.
10:17:29 AM KIUC Atty. Kurtz
Note: Harward, Sonya Questioned witness about Exhibit 2 - KIUC.
10:21:17 AM KY Power Atty. Gish
Note: Harward, Sonya Clarified that the Exhibit being discussed was responses by Ranie
Wohnhas, not Witness Pauley.
10:22:22 AM Interjection by Vice Chairman Gardner
Note: Harward, Sonya Stipulation does not have us approving the alternative fife of Big
Sandy 1, does it?
10:23:01 AM KIUC Atty. Kurtz
Note: Harward, Sonya Referenced page 6, line 18, of Witness's Testimony
10:25:22 AM KIUC Atty. Kurtz

Note: Harward, Sonya Asked about Witness Pauley's knowledge regarding KIUC Witness

Taylor's testimony.
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10:27:56 AM

10:28:18 AM

10:29:39 AM

10:33:29 AM

10:33:40 AM

10:35:53 AM

10:38:47 AM

10:40:57 AM
10:41:24 AM

10:46:30 AM

Il

10:56:40 AM
10:56:46 AM
10:57:47 AM

10:59:45 AM

11:02:48 AM

11:04:05 AM

11:04:32 AM

11:07:06 AM
11:07:14 AM

11:09:28 AM

Exhibit 3 - KIUC
Note: Harward, Sonya Annual Average Excess Cost Per Residential Consumer Because of
Eco Power RPA, 6 pages.
Commissioner Breathitt asked a clarifying question of Witness Pauley.
Note: Harward, Sonya Witness said something about there being no other sources of
supply...please clarify.
KIUC Atty. Kurtz continued questioning Witness Pauley
Note: Harward, Sonya Referencing Exhibit 3 - KIUC
KIUC Atty. Kurtz
Note: Harward, Sonya Asking if Elected Officials know that there will be an increase of
$100 per year for customers.
Objection - KY Power Atty. Gish

Note: Harward, Sonya If going to ask about specific documents, document needs to be

provided.
KIUC Atty. Kurtz
Note: Harward, Sonya Referencing page 7 of Witness's Direct Testimony, line 14.
KIUC Atty. Kurtz
Note: Harward, Sonya Asking about trucking jobs -is it new and incremental job growth.
*F*CONFIDENTIAL MODE***

Exhibit 4 - KIUC (Confidential)

Exhibit 5 - KIUC (Confidential)

KIUC Atty. Kurtz, no further questions.
***RETURNED TO PUBLIC MODE***
AG Atty. Hans cross examination of Witness Pauley

Note: Harward, Sonya Referencing Exhibit 3 - KIUC
AG Atty. Hans

Note: Harward, Sonya Referencing the table in the Publie Notice supplied to PSC on Aug.
16th.
AG Atty. Hans

Note: Harward, Sonya Was ecoPower eligible for federal incentives and subsities that are
no longer available?
AG Atty. Hans

Note: Harward, Sonya
Exhibit 1 - AG

Note: Harward, Sonya Response to Question Posed at June 27, 2013 Informal Conference
AG Atty. Hans, no further questions.
PSC Atty. Nguyen cross examination of Witness Pauley.

Note: Harward, Sonya Referencing KY Power's Response Item 23 of KIUC's First Request.
PSC Atty. Nguyen

Note: Harward, Sonya

Is ecoPower shovel ready?

Referencing Witness's Rebuttal Testimony, page 2, starting at line
19.

Note: Harward, Sonya Also referenced bottom of page 4 and top of page 5,

Created by JAVS on 8/30/2013
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11:13:26 AM

11:14:18 AM

11:19:22 AM

11:22:49 AM

11:25:13 AM

11:26:13 AM

11:28:11 AM
11:28:53 AM
11:29:48 AM

11:32:50 AM

11:36:21 AM

11:37:37 AM
11:38:24 AM

11:40:46 AM
11:40:54 AM

11:42:23 AM
11:42:31 AM

11:45:03 AM
11:45:28 AM

11:46:40 AM
11:46:49 AM
11:47:24 AM
11:47:38 AM
1:01:15 PM
1:01:19 PM

1:02:32 PM

1:03:49 PM
1:04:23 PM

KY Power Atty. Gish interjected.
Note: Harward, Sonya The information that Atty. Nguyen is seeking is on page 3 of Mr.
Coomes's Testimony.
PSC Atty. Nguyen
Note: Harward, Sonya
PSC Atty. Nguyen
Note: Harward, Sonya

Economic analysis of ecoPower performed?

Was RFP presented to any specific renewables? Could KY Power
have submitted an RFP for specific renewables?
PSC Atty. Nguyen
Note: Harward, Sonya QOutside of economic benefits, does contract rate give you any pause
by itself?
PSC Atty. Nguyen )
Note: Harward, Sonya In Witness's 39 years with AEP, is it unusal for AEP to enter into a
power contract outside an RFP process?
Witness Pauley
Note: Harward, Sonya KY Power knows it's more expensive, but this is an opppotunity to
move into another area of renewables.
PSC Atty. Nguyen, no further questions.
Chairman Armstrong cross examination of Witness Pauley
Vice Chairman Gardner cross examination of Witness Pauley
Note: Harward, Sonya Any risk to KY Power due to EPA rules.
Vice Chairman Gardner
Note: Harward, Sonya Will the approval of this case and the Mitchell case effect the filing of
Big Sandy 1 CPCN?
Commissioner Breathitt cross examination of Witness Pauley
Note: Harward, Sonya Confirmed that ecoPower planning to be online in 2017.

***CONFIDENTIAL MODE***

***RETURNED TO PUBLIC MODE***
Commissioner Breathitt
Note: Harward, Sonya 3 percent cushion with PIM...describe that.
Commissioners have no further questions.
KY Power Atty. Gish re-direct of Witness Pauley
Note: Harward, Sonya Addressed Comm. Breathitt's questions, AG Atty. Hans's questions,
etc.
***CONFIDENTIAL MODE***

***RETURNED TO PUBLIC MODE***
Witness Pauley dismissed from stand.
Break for Lunch
Session Paused
Session Resumed
Witness Ranie Waohnhas, KY Power
Note: Harward, Sonya Managing Director Regulatory and Finance
Correction to responses of Witness in previously filed documents.
Note: Harward, Sonya KIUC 2-9, asked for support for those hours, will provide an updated
disk that supports the hours.
PSC 1-10, incorrectly states 75 hours above REPA price, should be
28 hours.
KIUC Atty. Kurtz cross examination of Witness Wohnhas
KIUC Atty. Wohnhas
Note: Harward, Sonya

Note: Harward, Sonya

Referenced Exhibit RKW-1 from Direct Testimony of Witness.

Created by JAVS on 8/30/2013

-Page3of 7 -



1:07:07 PM
1:07:14 PM
1:08:15 PM

1:11:11 PM

1:12:41 PM
1:12:45 PM
1:14:14 PM

1:17:42 PM

1:19:22 PM

1:24:24 PM

1:27:05 PM

1:27:46 PM

1:28:05 PM

1:30:19 PM

1:32:55 PM

1:37:50 PM

1:40:45 PM

1:42:24 PM

1:48:02 PM

1:51:26 PM
1:51:29 PM

1:53:01 PM
1:53:45 PM
1:54:03 PM

1:55:56 PM

1:57:43 PM

KIUC Atty. Kurtz, no further questions.
AG Atty. Hans cross examination of Witness Wohnhas
AG Atty. Hans
Note: Harward, Sonya Regarding BioMass Energy Rider, in notices published, residential
increase estimate will be 8.69 percent.
POST HEARING REQUEST
Note: Harward, Sonya Provide, for the tables included in newspaper, the spreadsheet of
what was included to arrive at those numbers.
AG Atty. Hans, no further questions.
PSC Atty. Nguyen cross examination of Witness Wohnhas
PSC Atty. Nguyen

Note: Harward, Sonya Explain what the avoided capacity cost means.
PSC Atty. Nguyen
Note: Harward, Sonya Referencing page 13, of Amended Verified Application, paragraph 43
- explain what is meant by this paragraph.
Witness Wohnhas
Note: Harward, Sonya Answered by referencing RKW-2 of his Testimony.
PSC Atty. Nguyen
Note: Harward, Sonya Referencing Exhibit 5 of Amended Verified Application - does

formula contain provisions for over- or under-recovery?
POST HEARING REQUEST
Note: Harward, Sonya Change/amend the rider language concerning over- and under-
recoveries and submit to Commission.
POST HEARING REQUEST

Note: Harward, Sonya Provide a sample monthly filing for this tariff.
Vice Chairman Gardner cross examination of Witness Wohnhas
Note: Harward, Sonya Does this have anything to do with PIM...related to PIM?
Vice Chairman Gardner
Note: Harward, Sonya Referencing page 13, of Amended Verified Application, paragraph 43

- could there be adverse credit rating due to this contract?
Vice Chairman Gardner

Note: Harward, Sonya What is 'stream of capacity' payments?
Vice Chairman Gardner

Note: Harward, Sonya Questioning about production tax credit, how calculated, etc.
Vice Chairman Gardner

Note: Harward, Sonya Questioing regarding escalator, there is a 13 percent increase in

total revenues - 7 percent is likewise total revenue.
POST HEARING REQUEST (clarified on next day of hearing)

Note: Harward, Sonya Compute what rate increase will be as result of this case in 2017
using several scenarios - 4, 5, 6 or more scenarios - if PSC does or
does not approve the Mitchell case.

Commissioner Breathitt cross examination of Witness Wohnhas
Note: Harward, Sonya Referencing Direct Tesitmony, page 4, question 9 and its answer.
Commissioners have no further questions.
KY Power Atty. Gish redirect of Witness Wohnhas
Note: Harward, Sonya Clarified some items discussed during cross examination.
AG Atty. Hans re-cross examination of Witness Wohnhas
Witness Wohnhas dismissed from stand.
Witness Jay Godfrey, KY Power

Note: Harward, Sonya Managing Director of Renewable Energy
Correction to responses of Witness in previously filed documents.
Note: Harward, Sonya Commission Staff First Data Requests, Item 5, previous answer was

$2-$6 per REC...now $14-$15.
KIUC Atty. Kurtz cross examination of Witness Godfrey
Note: Harward, Sonya Referencing Exhibit 2 of Witness's Testimony.
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2:01:15PM

2:03:35 PM

2:04:31 PM

2:05:12 PM

2:08:52 PM
2:08:56 PM
2:08:59 PM
2:09:02 PM
2:09:07 PM
2:09:21 PM

2:48:21 PM
2:48:25 PM
2:48:29 PM
2:49:16 PM
2:50:33 PM
2:51:20 PM
2:51:25 PM
2:55:55 PM

2:58:31 PM

Exhibit 6 -KIUC
Note: Harward, Sonya Except from the Application of Indiana Michigan Power Company for
approval pursuant to Sec. 6j(13)(b) of 1982 PA 304 of capacity
charges in excess of six months associated with a power purchase
agreement with Headwaters Wind Farm, LLC.
KIUC Atty. Kurtz
Note: Harward, Sonya
Objection - KY Power Atty. Garcia
Note: Harward, Sonya
Objection - KY Power Atty. Garcia
Note: Harward, Sonya
Session Paused
Session Resumed
Session Paused
Session Resumed
***CONFIDENTIAL MODE***
Exhibit 7- KIUC (Confidential)

Questioning about Exhibit 6 - KIUC, 3rd to last page.
Witness asking to answer about someone else's statements.

No foundation for this line of questioning for this Witness.

Session Paused

Session Resumed

***RETURNED TO PUBLIC MODE***

KY Power Atty. Garcia, objection to entering Exhibit 8 - KIUC

Note: Harward, Sonya No foundation for the first pages of the exhibit.
Chairman Armstrong - ruling on Exhibit

Note: Harward, Sonya Noted that Atty. Kurtz prepared cover of Exhibit and will aliow it.
KIUC Atty. Kurtz, no further questions.
PSC Atty. Nguyen cross exarination of Witness Godfrey

Note: Harward, Sonya With respect to bio mass, how many negotiations has Witness been

involved in?

PSC Atty. Nguyen

Note: Harward, Sonya
Witness Godfrey

Note: Harward, Sonya

Questioning about biomass being more expensive than wind power,

Solar is on mare of an even playing field with bio mass in terms of
cost.

Created by JAVS on 8/30/2013
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3:02:38 PM

3:07:17 PM

3:09:15 PM

3:13:53 PM

3:15:18 PM
3:15:22 PM
3:15:23 PM
3:16:34 PM

3:43:43 PM
3:43:47 PM
3:43:51 PM
3:44:25 PM
3:47:39 PM
3:52:51 PM
3:54:27 PM

3:56:04 PM

3:58:19 PM

4:00:28 PM

4:05:05 PM

PSC Atty. Nguyen
Note: Harward, Sonya

PSC Atty. Nguyen
Note: Harward, Sonya

PSC Atty. Nguyen
Note: Harward, Sonya

PSC Atty. Nguyen

Note: Harward, Sonya
Session Paused
Session Resumed

Session Paused
Session Resumed

***CONFIDENTIAL MODE***

Was the Witness asked about the reasonableness of the contract
rate?

Referencing JFG Exhibit 2 regarding 40-50 [or more than 50]
percent of contracts being a result of an RFP.

Referencing page 10 of Direct Testimony, lines 10-12 - what is
status of the negotiations discussed here?

When will system impact study be finalized - end of September.

***¥RETURNED TO PUBLIC MODE***
Vice Chairman Gardner continues cross examination in Public Mode

Vice Chairman Gardner
Note: Harward, Sonya

Vice Chairman Gardner
Note: Harward, Sonya

Vice Chairman Gardner
Note: Harward, Sonya

VIce Chairman Gardner
Note: Harward, Sonya

Vice Chairman Gardner
Note: Harward, Sonya

Vice Chairman Gardner
Note: Harward, Sonya

Note: Harward, Sonya

Discussion regarding contract with ecoPower governing pricing
relationship.

What is a fair price per kW for IGCC? What about combined cycle?
Referencing Witness Taylor's Testimony dealing with RECs.

Referencing Witness Taylor's Testimony, page 16, answer to the 2nd
question.

Discussion about ecoPower being the developer, not clear what part
they will play...managing or co-managing or an investor?

Does contract deal with the actual type of biomass that will be used
by ecoPower?

Open loop biomass... what it is. What type of fuel will ecoPower be
using?

Commissioner Breathitt cross examination of Witness Godfrey

Note: Harward, Sonya

Page 13 of Witness's Direct Testimony - regarding capacity
payments associated with contract.

Created by JAVS on 8/30/2013
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4:08:43 PM

4:11:48 PM

4:14:25 PM
4:14:42 PM
4:17:39 PM

4:17:46 PM
4:18:46 PM

4:19:44 PM
4:20:31 PM
4:22:25 PM

Commissioner Breathitt

Note: Harward, Sonya Do you know the actual physical location?

Note: Harward, Sonya Referencing Witness's Testimony, page 9, line 4 - regarding fuel
supply coming from 55 mile radius and then on page 8 it says it will
come from Eastern Kentucky.

Commissioner Breathitt
Note: Harward, Sonya Discussing approvals, page 12 of Witness's Testimony.
Commissioners have no further questions.
PSC Atty. Nguyen re-cross examination of Witness Godfrey
KY Power Atty. Gish
Note: Harward, Sonya KY Power has no further witnesses.
Witness Godfrey dismissed from the stand.
Chairman Armstrong

Note: Harward, Sonya Counsel asked to approach bench and discussed resuming

tomorrow.
Adjourned for the day.
Session Paused
Session Ended
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, Exhibit List Report 2013-00144_28Aug2013
Kentucky Power Company

Judge: David Armstrong; Linda Breathitt; Jim Gardner
Witness: Jay Godfrey - KY Power; Greg Pauley - KY Power; Ranie Wohnhas - KY Power
Clerk: Sonya Harward

Name: Description:

Exhibit 1 - AG Response to Question Posed at June 27, 2013 Informal Conference

Exhibit 1 - KIUC Supplemental Testimony of Richare[ld E. Munczinski on behalf of Kentucky Power - CN
2012-00578

Exhibit 2 - KIUC Portions of Wohnhas's Responses to PSC First Set of Data Requests, Dated May 10,
2013, 6 pages of responses to various items

Exhibit 3 - KIUC Annual Average Excess Cost Per Residential Consumer Because of Eco Power RPA, 6
pages.

Exhibit 4 - KIUC (Confidential) ecoPower Generation LLC, Initial Due Diligence
Exhibit 5 - KIUC (Confidential) Value of Eco Power Permanent Jobs Versus Excess Power Costs, 18 pages.

Exhibit 6 - KIUC Except from the Application of IndianaMichigan Power Company for approval pursuant
to Sec. 6j{13)(b) of 1982 PA 304 of capacity charges in excess of six months associated
with a power purchase agreement with Headwaters Wind Farm, LLC.

Exhibit 7 - KIUC (Confidential) Memorandum of Understanding Between ecoPower and KY Power and other items, 11
pages.

Exhibit 8 - KIUC (Confidential) ecoPower Hazard Pro Forma and other items, 14 pages.
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In The Matter Of:

The Application Of Kentucky Power Company For;

(1) The Approval Of The Terms And Conditions Of The
Renewable Energy Purchase Agreement For Biomass
Energy Resources Between The Company And
ecoPower Generation-Hazard LL.C; (2) Authorization
To Enter Into The Agreement; (3) The Grant Of Certain
Declaratory Relief; And (4) The Grant Of All

Other Required Approvals and Relief

Case No. 2013-00144

Response To Question Posed At June 27, 2013 Informal Conference

At the conclusion of the June 27, 2013 Informal Conference in this matter counsel for
Kentucky Power Company was asked about the status of PJM System Impact Study for the
ecoPower Generation-Hazard LLC project. Counsel for Kentucky Power is informed by

representatives of ecoPower that the System Impact Study is due by September 30, 2013.

Mark R. Ovetstreet

R. Benjamin Crittenden

STITES & HARBISON PLLC
421 West Main Street

P. O. Box 634

Frankfort, Kentucky 40602-0634
Telephone: (502) 223-3477

OAG ExHIBIT __/




Kenneth J. Gish, Jr.

STITES & HARBISON PLLC
250 West Main Street, Suite 2300
Lexington, Kentucky 40507
Telephone: (859) 226-2300

COUNSEL FOR KENTUCKY POWER
COMPANY

CERTIFICATE OF SERVICE

I hereby certify that a true and accurate copy of the foregoing was served by U.S. Mail,
postage prepaid, on the following:

Michael L. Kurtz Jennifer Black Hans

Jody Kyler Cohn Dennis G. Howard 11

Boehm, Kurtz & Lowry Lawrence W. Cook

36 East Seventh Street, Suite 1510 Kentucky Attorney General’s Office
Cincinnati, Ohio 45202 1024 Capital Center Drive, Suite 200

Frankfort, Kentucky 40601-8204

on this the 28" day of June, 2013.

/\(/ Py }
{ Lo Fd— =

Mark R. Overstreet
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In The Matter Of:

The Application Of Kentucky Power Company For:

(1) A Certificate Of Public Convenience And Necessity
Authorizing The Transfer To The Company Of An
Undivided Fifty Percent Interest In The Mitchell
Generating Station And Associated Assets; (2) Approval
Of The Assumption By Kentucky Power Company Of
Certain Liabilities In Connection With The Transfer Of
The Mitchell Generating Station; (3) Declaratory Rulings;
(4) Deferral Of Costs Incurred In Connection With The
Company’s Efforts To Meet Federal Clean Air Act

And Related Requirements; (5) Approval Of The
Renewable Energy Purchase Agreement For Biomass
Energy Resources Between The Company And ecoPower
Generation-Hazard LLC; And (6) For All Other Required
b Approvals And Relief

Case No. 2012-00578

NP N AN NP N RN RN R N N N

SUPPLEMENTAL TESTIMONY OF
RICHARD E. MUNCZINSKI

ON BEHALF OF KENTUCKY POWER COMPANY

/”{((
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10

11

12

13

14

15

16

17

18

19

20

21

22

MUNCZINSKI- 12

solution for generation service for retail customers of several of the Investor Owned
Utilities (I0Us) in the state, including AEP Ohio.

HAVE ANY CUSTOMER GROUPS EXPRESSED CONCERN OVER THE RATE
IMPACT FOR CUSTOMERS RELATED TO THIS TRANSITION TO MARKET
BASED PRICING IN OHIO?

Yes. The Ohio Consumers Council and the Ohio Energy Group recently filed testimony
with the PUCO expressing concern with the impact on customer rates that could result
from the energy auctions that AEP Ohio will hold to serve non-shopping customers
(customers that have not selected an alternative supplier and will be served by AEP Ohio
under a default service retail tariff) for the period from late 2013 through mid-2015.
Their testimony goes on to use an estimated energy cost of over $56/MWh before
consideration of capacity costs. This compares to a five-year average cost for the
Mitchell asset transfer of approximately $60/MWHh. In addition, several of Ohio’s largest
industrial customers have filed petitions to increase their discounts associated with
special arrangement contracts due to a fear of market prices.

IF KENTUCKY POWER WERE TO LARGELY RELY ON THE MARKET TO
MEET THE GENERATION NEEDS OF ITS CUSTOMERS, IS THIS THE SAME
AS KENTUCKY BECOMING A DEREGULATED STATE?

In many respects the result would look very much like a deregulated state from a
customer perspective. The customer would experience all of the market volatility that
customers in a deregulated state would see.

HAVE OTHIEE STATES MOVED 170 DEREGULATE THEIP RETAIL

SCTRRSTTY ARV
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KPSC Case No. 2013-00144
PSC First Set of Data Requests
Dated May 10, 2013

Ttem No. 11

| Page 1{ of1

Kentucky Power Company

REQUEST

Refer to page 7 of the Pauley Testimony, lines 12-19. Provide any economic studies or analyses
that have been performed in connection with the ecoPower biomass generating facility by
Kentucky Power, American Electric Power (“AEP”), any AEP subsidiaries or affiliates, by
ecoPower,

RESPONSE

Neither Kentucky Power, American Electric Power ("AEP") or any AEP subsidiary or affiliate

has performed any economic studies or analyses in connection with the ecoPower biomass
generating facility.

WITNESS: Gregory G Pauley

1o €

KIUC EXHIBIT <A,




KPSC Case No. 2013-00144
KKITUC First Set of Data Requests
Dated May 10, 2013

ftem NMo. 13

Page 1 of i

Kentucky Power Company

REQUEST

Did Kemucky Power perform any studies in order to identify the least-cost means of
providing energy and capacity to Kentucky Power. Please provide all reports, analyses,
workpapers, and documentation of any type that was produced from conducting those

studies. If no studies were performed, please explain why they were not performed. This
information should be provided electronically with all formulas intact and no pasted in

values.

RESPONSE
There were no studies performed.

Please see the Company's response to KIUC 1-11.

WITNESS: Gregory G Pauley

2 7€




KPSC Case No. 2013-00144
KIUC First Set of Data Requests
Dated May 16, 2013

Item No. 12

) Page 1 of |

Kentucky Power Company

REQUEST

Refer to Mr. Pauley’s Testimony, page 6 beginning on line 18.

a. If the REPA is not the least cost alternative to supply the contracted capacity and
energy; is it the least cost “renewable” capacity and energy?

b. Did Kenlucky Power conduct an RFP lo determine the least cost “renewable”
capacity and energy? If so, then please provide all reports, analyses, workpapers, and

documentation of any type in support of your answer. If not, then please explain
why it did not.

RESPONSE

a. & b. KPCo did not conduct an RFP to determine the least cost "renewable” capacily
and energy. See the Company's response to KIUC 1-1 and KIUC 1-11.

WITNESS: Gregory G. Pauley/ Jay F. Godfrey



KPSC Case No. 2013-00144
KIUC First Set of Data Requests
Dated May 10, 2013

ltem No. 19

ngcf 1oft

Kentucky Power Company

REQUEST

Provide all studies and analysis demonstrating Kentucky Power’s need for the energy and
capacity supplied in the REPA. Please provide all reports, analyses, workpapers, and
documentation of any type that was produced from conducting such studies or analysis.
This information should be provided electronically witl all formulas intact and no pasted
in values.

RESPONSE

There are no studies or analysis. Please see the Company's response to KIUC 1-11.

WITNESS: Gregory G Pauley
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KPCO Case No. 2013-0144

Commission Staff’s Second Set of Data Requests
Order Dated June 5, 2013

Item No. 1

Page 1 of 2

KENTUCKY POWER COMPANY

REQUEST

Refer to the Response to Items 6 and 7 of Commission Staff's First Information Request (“Staft's
First Request”). In the Response to Item 6, Kentucky Power states that the Renewable Energy
Power Agreement (“REPA”) “would be a very small addition that only assists with the
Company’s total capacity and energy needs after the Company’s base load is covered by the
Mitchell transfer.”” In the Response to Item 7, Kentucky Power states that when approached by
ecoPower in 201 1 concerning the REPA, Kentucky Power was evaluating options for the
disposition of its Big Sandy generating station and that it eventually entered into the REPA to
provide flexibility in meeting future load growth.

a. Identify with specificity when the REPA would enable Kentucky Power to meet its future
load requirements.

b. Would the capacity and energy associated with the REPA still be needed if Kentucky Power
were to ultimately determine that repowering Big Sandy 1 would be the most cost-effective
disposition for that generating unit?

c. The Response to Item 7 of Staff's First Request also mentions that Kentucky Power evaluated
the financial and accounting impacts of the REPA. Provide any and all documentation related
to the financial and accounting analysis performed by, or on behalf of, Kentucky Power,
including any and all supporting workpapers in electronic format.

RESPONSE

a. The capacity and energy from the project can be used to meet the Company's future load
requirements once it becomes operational.

b. Assuming the Mitchell transfer is approved. and further assuming Big Sandy Unit 1 were to

be retired and replaced with an alternative. more cost-eftective supply source ot roughly
equivalent capacity (and energy), the REPA capacity and energy would not be required.

CHé



KPCO Case No. 2013-0144

Commission Staff’s Second Set of Data Requests
Order Dated June 5, 2013

Item No. 1

Page 2 of 2

c. The evaluation of the REPA's accounting considerations was performed through internal
reviews and discussions. The financial analysis was the calculation of the rate impact of the
REPA.

As part of its accounting review of the REPA, the Company determined that certain language in
the agreement would require that the Company to treat the REPA as a capital lease. Through
subsequent negotiations the contract language was amended to delete the language in question.
Following the parties’ agreement on a final contract document, there was a subsequent
accounting review and report to management. Please see Attachment 1 of this response for the

accounting analysis of the REPA.

The formal documentation will not be completed until the REPA is approved by the KPSC.

WITNESS: Ranie K Wohnhas



Kentucky Public Service Commission

Case No.: 2013-00114

In the matter of: The Application of

Kentucky Power Company For Approvals

Related to Renewable Energy Purchase Agreement.

Annual Average Excess Cost Per Residential Consumer Because of Eco Power RPA

15,605 Kwh x $0.913 = $1,425  average annual cost per residential consumer

$1,425 x 7.02%' = $100.03 average annual excess cost

$1,425 x 7.84%° = $111.72 average annual excess cost including additional equity
' Exhibit RKW-1
? Kollen Direct Testimony at p. 16 { %é/

KIUC EXHIBIT _. S



Name of Responden T This Reporls.
5839 4 8b2 FERC PDF (Unofficiq) HiaiSrGhan 3
Kentucky Power Company @) A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2013

End of

Year/Period of Report
2012/Q4

SALES OF ELECTRICITY BY RATE SCHEDULES

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per
customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311.

2. Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues," Page
300-301. If the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each
applicable revenue account subheading.
3. Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should dencte the duplication in number of reported
customers.
4. The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12
if all billings are made monthly).
5. For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto.
6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

Line] Number and Title of Raté schediie MWHR Soid Revenue A\g?régg Number léWh of ?ales ﬁsﬁg%&oﬁer
No. (a) (6) © pmers RO )
1| 440 Residential Sales
2| Residential Service 2,197,557 200,713,978 140,824 15,605 0.0913
3{Res Service Load Management 2,515 200,766 100 25,150 0.0798
4| Residential Service TOD 43 3,715 3 14,333 0.0864
5| Small General Service 15 1,817 2 7,500 0.1211
6| All Outdoor Lighting 26,797, 5,010,876 0.1870
7| Subtotal Billed 2,226,927 205,931,152 140,929 15,802 0.0925
8} Unbitled Revenue 13,800 -132,247 -0.0096
9| Total Residential 2,240,727 205,798,905 140,929 15,900 0.0918
10
11442 Commercial Sales
12} Small General Service 128,823 15,790,067 22,292 5,779 0.1226
13iMedium General Service 473,288 48,346,041 6,942 68,177 0.1021
14| Medium General Service TOD 4,015 360,465 79 50,823 0.0898
15| Large General Service 549,481 48,690,306 711 772,828 0.0886
16] Quantity Power 171,687 10,364,349 21 8,175,571 0.0604
17| All Outdoor Lighting 15,320 2,250,797 0.1469
18| Mark West HC 4,415 367,687, 13 339,615 0.0833
19| Estimated Revenue 495 36,596 1 495,000 0.0739
20| Subtotal Billed 1,347,524 126,206,308 30,059 44,829 0.0937
21} Unbilled Revenue 2,129 -489,092 -0.2297
22| Total Commercial 1,349,653 125,717,216 30,059 44,900 0.0931
23
241442 Industrial Sales
25| Small General Service 5,192 598,435 777 6,682 0.1153
26]Medium General Service 28,124 2,842,209 346 81,283 0.1011
27|Large General Service 158,479 13,558,445 166 954,693 0.0856
28| Quantity Power 571,034 39,378,033 63 9,064,032 0.0690
29| Commercial & Industrial TOD 2,172,053, 107,395,388 16 135,753,313 0.0494
30| All Outdoor Lighting 928 123,674 0.1333
31|Estimated Revenue 133,820 5,273,380 0.0394
32 Subtotal Billed 3,069,630 169,169,564 1,368 2,243,882 0.0551
33| Unbilled Revenue -9,878 -1,194,610 0.1209
34 Total Industrial 3,059,752 167,974,954 1,368 2,236,661 0.0549
35
36
37
38
39
40
417 TOTAL Billed 6,654,605 502,854,370 172,757 38,520 0.0756
42| Total Unbilled Rev.(See Instr. 6) 6,051 -1,817,619 0 0 -0.3004
43} TOTAL 6,660,656/ 501,036,751 172,757 38,555 0.0752
FERC FORM NO. 1 (ED. 12-95) Page 304

Y oA K



Name of Respondent T This Repors. Date of Report Year/Period of Report
TR BIP %2 FERC PDF (Unofficiat)) HAAMOHAAL3 Mo Da, Y1) e otaIa4
Kentucky Power Company (2) [T]A Resubmission 04/11/2013 E—

SALES OF ELECTRICITY BY RATE SCHEDULES

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per

customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311.

2. Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues," Page

300-301. If the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each

applicable revenue account subheading.

3. Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential

schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported

customers.

4. The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12

if all billings are made monthly).

5. For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto.

6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

Line ] Number and Tiilé of Kale schedule MWh Sold mevenue Aw.faré\ge Nomber léWn of ?ales l-i?wﬁuseo!—éer
of Customers er Customer

No. (@) (5) © & 10 4

444 Public Street Lighting

Small General Service 723 123,097 334 2,165 0.1703

Medium General Service 1,208 118,506 11 109,818 0.0981

Street Lighting 8,487 1,283,492 56 151,554 0.1512

All Outdoor Lighting 106 22,249 0.2099

Subtotal Billed 10,524 1,547,344 401 26,244 0.1470

Unbilled Revenue -1,670

Total Public Street Lighting 10,524 1,645,674 401 26,244 0.1469

instruction 5. (See Footnote)
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41 TOTAL Billed 6,654,605 502,854,370 172,757 38,520 0.0756]
42| Total Unbilled Rev.(See Instr. 6) 6,051 -1,817,619 0 0 -0.3004

43| TOTAL 6,660,656 501,036,751 172,757 38,555 0.0752
FERC FORM NO. 1 (ED. 12-95) Page 304.1 3 0:/:{.( é




|-
>
]

-~ [#)] (431 £ w [ - l

Kentucky Power Company

Estimated Year 1 Impact on Cost of Service

ecoPower REPA

Description

Estimated Purchase Power Costs (3000)
Less:

Avoided Fuel Costs ($000)

Avoided Capacity Costs ($000)
Incremental Rev, Req. ($000)(L1-13-14)
KPCo Juris. Sales Revenue - 2012 ($000)

frercent Increase (L5 / L6)

Exhibit RKW-1
Page 1 of 1

Amount

50,661

12,780
2,730
35,151
501,037

7.02%

¢ 46



10

11

12

13

14

15

16

17

18

19

20

Lane Kollen
Page 15

utility that must litigate time and again its right to recover these costs.” The
Company replicated the entirety of the Standard & Poor’s article as Exhibit RKW-2

l |
attached to Mr. Wohnhas’ Direct Testimony.

Is the Company able to cite any evidence that Standard & Poor’s would use or
has ever used a risk factor of less than 25% where a regulator has established a
power cost adjustment mechanism that recovers all prudent PPA costs?

No. The Company was asked this question in KIUC 2-16 and could cite no instances
where Standard & Poor’s would or has ever used a risk factor of less than 25% in
those circumstances. The Company further stated that it “understands that most
regulated PPAs are assigned a 25% risk factor.” 1 have attached a copy of this

response as my Exhibit  (LK-10).

What is the effect on the Company’s base and environmental surcharge revenue
requirements of the REPA debt equivalent and the additional commen equity
necessary to maintain its capital structure for credit ratings purposes?

The effect is an increase in the base and environmental surcharge revenue
requirements of 5+.133 million. I multiplied the Company’s quantification of the
additional equity based on a 25% risk factor, which I obtained from the confidential

attachment provided in response to KIUC 1-38, times the excess of the Company’s

J. Kennedy and Associates, Inc.

s4é
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Lane Kollen
Page 16

grossed-up return on equity over the grossed-up weighted average cost of the debt
displaced (10.5% divided by 0.6047 less 6.48% divided by 0.9958)°
| |

This results in a combined increase of $39.284 million, or 7.84% on total

revenues.

Should the Commission apply a strict scrutiny test when assessing the
Company’s request to enter into this REPA and recover the costs thereunder?

Yes. A strict scrutiny test should be applied because of the special regulatory
treatment awarded to biomass power plants by SB 46. Under this new law, once a
biomass power plant is approved for recovery from rate payers, the Commission can
never revisit that decision. The prohibition against subsequent Commission review
would appear to apply even if it later turned out that the contract was procured by
fraud, if there was a change in the law, if lower cost resources were available, or for
any other significant reason which we cannot envision now. I am aware of no other
contract or power plant resource which receives such favorable treatment. I cannot
think of a rational basis to treat biomass power plants differently from other types of
renewable resources, such as wind, solar or landfill gas. SB 46 gives the developers

of biomass power plants an undue advantage, which comes at the expense of

> The return on equity and the gross-up factors were obtained from the record in Case

No. 2009-00459, the Company’s most recent base rate case proceeding. The weighted

average cost of debt was obtained from the confidential attachment provided in response to
KIUC 1-38.

J. Kennedy and Associates, Inc.
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KIUC EXHIBIT 4
(CONFIDENTIAL)

Maintained on the Confidential Materials DVD
Or

In the Confidential File Materials at PSC
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Maintained on the Confidential Materials DVD
Or

In the Confidential File Materials at PSC



STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

kK& kok ok

In the matter of the application of Indiana )
Michigan Power Company for approval )
pursuant to Sec. 6j(13)(b) of 1982 PA 304 )
of capacity charges in excess of six months ) Case No. U-17375
associated with a power purchase agreement)
with Headwaters Wind Farm, LLC. )

)

APPLICATION

Indiana Michigan Power Company (I&M or Company) applies to the Michigan
Public Service Commission (MPSC or Commission) for an order, pursuant to MCL
460.6j(13)(b) and other applicable law, approving a long-term renewable wind energy
power purchase agreement (REPA) with Headwaters Wind Farm, LLC (Headwaters).
In support of this application, 1&M represents the following:

1. 1&M is a corporation organized and existing under the laws of the State of
Indiana with its principal offices located at One Slummit Square in the City of
Fort Wayne, Indiana. |&M has corporate power and authority to engage in,
among other things, generating, transmitting, distributing, and selling electric
energy within the State of Michigan and within the State of Indiana.

2. |&M'’s electric system is a completely integrated and interconnected entity
and is operated as a single utility. 1&M'’s service area is located in
southwestern Michigan and northern and eastern Indiana. 1&M provides
electric service to approximately 129,000 retail electric customers in the State
of Michigan. 1&M's service area in Michigan consists of customers in the

counties of Allegan, Berrien, Cass, Kalamazoo, St. Joseph, and Van Buren.

1

KIUC EXHIBIT _ &



[&M'’s electric business in the State of Michigan is subject to the jurisdiction
of the Commission pursuant to 1909 PA 106, as amended, MCL 460.551 et
seq; 1909 PA 300, as amended, MCL 462.2 et seq.; 1919 PA 419, as
amended, MCL 460.51 et seq.; and 1939 PA 3, as amended, including the
amendments set forth in 1982 Public Act 304, MCL 460.1 et seq.

In 2008, Michigan enacted the Clean, Renewable, and Efficient Energy Act,
(Public Act 295), MCL 460.1001 through 460.1195. Among other things, Act
295 established programs for use of renewable energy resources as part of
a retail electric utility’s supply portfolio.  In particular, the one of the
purposes of Act 295 is to promote the development of renewable energy
which will diversify the resources used to meet the energy needs of
consumers in the state, provide greater energy security, encourage private
investment in renewable energy and provide improved air quality and other
benefits to energy consumers in the state. MCL 460.1001,

On February 25, 2013, AEPSC, as agent for I&M, issued an RFP for 200
MW of Wind Energy from sources located in either Indiana or Michigan.
Parties qualifying to submit complete proposals into the RFP process were
notified by March 15, 2013; and final proposals were submitted by April 8,
2013. The product sought by the RFP was between 200 MW (nameplate) of
renewable wind generation to fulfill a portion of AEP’s energy and capacity
requirements for I1&M. Headwaters was selected after proposals were
received in response to I&M's RFP. On June 5, 2013, I1&M executed a
REPA with Headwaters. As I&M evaluated potential renewable strategies,

timing was a key factor. The federal subsidy (Section 45 Production Tax



Credit (PTC)) for wind resources, set to expire December 2013, can provide
a net benefit to I&M and its customers through a lower REPA rate. I1&M
viewed it beneficial to issue the RFP in February 2013 and complete the
evaluation and contracting so that projects could qualify for the PTC.

&M seeks approval of the Commission under MCL 460.6j(13) for purposes
of cost recovery in Power Supply Cost Recovery (PSCR) proceedings.
Aithough the Headwaters REPA provides renewable energy credits to 1&M,
[&M is not seeking, at this time, Commission approval for the Headwaters
REPA for purposes of Act 295'.

The Headwaters REPA and resulting costs are reasonable and prudent and
consistent with Act 295. Increasing the amount of renewable energy in its
portfolio will provide a measure of protection from potentially costly future
emissions regulations, satisfy environmental interests, and reduce
dependence on fossil fuels. A renewable resource purchase will improve
fuel diversity, lessen exposure to fuel price volatility and represent a valuable
safeguard to utility ratepayers. Wind generation technology has advanced
and wind mapping has also improved to identify the best locations for the
siting of wind resources. These factors make wind energy more economic,
especially when viewed over the long term. 1&M also committed to add new
wind resources to the system as part of the Third Joint Modification of the
Consent Decree effective May 14, 2013. Development of wind energy in
general offers environmental benefits, diversity in energy supply resources
and advancement of wind energy technology and experience.

The Headwaters REPA furthers I1&M'’s efforts to meet these renewable goals



10.

in its electric generation resource portfolio. The REPA is the product of a
thorough RFP process. The power supply arrangements set forth in the
Headwaters REPA represent reasonable and prudent power supply
arrangements based upon the wide circulation given the RFP, the responses
received, 1&M'’s knowledge of the marketplace, and the terms of the power
purchase agreement that has been negotiated. [&M seeks Commission
approval of the Wind REPA. These matters are further discussed in the pre-
filed testimony and exhibits filed with this Application and are incorporated
by reference.

On September 27, 1983, the Commission approved I&M's requested PSCR
Clause, with certain modifications, and rescinded 1&M's previously approved
fuel and purchased and interchange power clauses. By its Order in Case
No. U-9912, the Commission modified 1&M's PSCR Clause to reflect
separate PSCR factors for the St. Joseph and Three Rivers Rate Areas. By
its Order in Case No. U-16180, the Commission modified 1&WM's PSCR
Clause to reflect a single rate area with a unified PSCR Clause.

Subsection 6j(13)(b) of Act 304 requires Commission approval prior to
PSCR reconciliation of capacity charges associated with power purchased
for periods in excess of six months. The expected summer peaking capacity
attributable to the Headwaters REPA is a reasonable and necessary
resource in providing capacity, diversity of supply and maintaining adequate
reserve margins for I&M. The Headwaters REPA has been modeled by I1&M
giving appropriate consideration to alternatives such as conservation,

demand side management, customer specific contracts, cogeneration and
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12.

13.

14.

the purchase of power. The Heawaters REPA contains reasonable pricing
and terms that are economic over the long-term.

The REPA with Headwaters provides for the purchase of electric energy and
capacity for a 20-year term. The Wind REPA has associated capacity
charges for a period of time exceeding six months and energy charges.

&M seeks Commission approval of the reasonableness and prudence of
[&M's purchasing decision and authority for the inclusion of the cost
associated with the Wind REPA in [&M's PSCR Clause. The
reasonableness and prudence of |&M'’s decisions and the resulting costs is
supported by the testimony and exhibit flied with and incorporated in this
Application by reference.

Through a separate motion filed in this case, I&M is requesting confidential
treatment of the Headwaters REPA pricing terms, since that information is
considered confidential and commercially sensitive business information.
I&M is seeking similar approval and confidential treatment for the
Headwaters REPA in Indiana and protection of such information will be lost if
confidential treatment is not afforded in both states.

As more fully explained in the pre-filed testimony, |&M seeks expedited
review and approval in both Michigan and Indiana. &M has acted with all
reasonable dispatch to complete the RFP process and to file this application
so as to preserve the benefits of a valuable opportunity to foster the

development of renewable energy.



Respectfully submitted,
INDIANA MICHIGAN POWER COMPANY

. DA tn=
cegul

Marc Lewis
Vice President Regulatory & External Relations

Richard J. Aaron (P35605)

Warner Norcross & Judd LLP

120 North Washington Square, Suite 410
Lansing, Michigan 48933

(517) 679-7400

raaron@wnj.com

Attorneys for Indiana Michigan Power Company

* As more fully detailed in the pre-filed testimony, 1&M reserves the future right to
request Commission approval under Act 295 as circumstances change.
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PRE-FILED DIRECT TESTIMONY OF MOHAMED M. ABU-KARAM
ON BEHALF OF
INDIANA MICHIGAN POWER COMPANY
Would you please state your name and business address?
My name is Mohamed M. Abu-Karam, and my business address is 1 Riverside
Plaza, Columbus, Ohio 43215.
By whom are you employed and in what capacity?
| am employed by the American Electric Power Service Corporation (AEPSC) as
Engineer-Production Resource Modeling. AEPSC is a wholly owned subsidiary of
the American Electric Power Company, Inc. (AEP), the parent company of
Indiana Michigan Power Company (1&M).
Would you please describe your educational and professional
background?
| received a Bachelor of Science in Industrial & Systems Engineering from the
Georgia Institute of Technology in 2006, and a Master of Business Administration
from Ohio University in 2011. | was employed by AEPSC in 2007 as an Engineer
in the Resource Planning Section. Since employment | have assumed
increasing roles and responsibiliies as an Engineer by researching and
implementing advanced modeling techniques and procedures.
What are your principal responsibilities as Engineer-Production Resource
Modeling?
My responsibilities include developing the power systems modeling of AEP’s
energy assets, (e.g. coal, gas and nuclear power plants, renewable energy)

energy contracts, and market transactions. This modeling supports the Strategic
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and Financial Planning of the company by providing production cost forecasts to
internal stakeholders such as the Financial Forecasting group and various
company officials. In addition, | construct production cost forecasts which are
utilized to support regulatory filings throughout our jurisdictions in the AEP-East
service territory. | also perform ad-hoc sensitivity analyses and economic studies
relating to the operation of our energy assets and contracts.

What is the purpose of your testimony in this cause?

The purpose of my testimony in this proceeding is to support I&M's request for
Michigan Public Service Commission (MPSC) approval of a wind Renewable
Energy Purchase Agreement (REPA) between I&M and Headwaters Wind Farm
LLC (Headwaters), a subsidiary of EDP Renewables North America (EDPR NA).
In my testimony | will discuss the forecasted cost impact on I&M customers of the
Headwaters Wind Farm Renewable Energy Purchase Agreement (REPA).

Are you sponsoring any exhibits in this proceeding?

Yes. | am sponsoring Exhibit IM-5 (MMA-1): I&M Total Company, Relative
Change in Annual Revenue Requirement, Due to Headwaters Wind Farm REPA.
Exhibit IM-5 (MMA-1) has one public and one confidential version.

Has the Company estimated the cost impact of the Headwaters Wind Farm
REPA?

Yes, Exhibit IM-5 (MMA-1) (public) offers a 2015 — 2034 summary view of the net
cost impact of the Headwaters REPA on I&M's customers. This cost impact is
progressively derived in the columns of Exhibit IM-5 (MMA-1). Overall the

Headwaters REPA is expected to result in a cost savings to |&M's customers.
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A high level explanation of this derivation is as follows. Column E displays
the total Wind REPA Cost which is based on the Wind Energy shown in column
C and the Wind REPA dollars per MWh Cost in column D. Column G displays
the impacts that the Headwaters REPA has on |&M's Off-System Sales (OSS)
revenue and cost of energy from the PJM power market.

During hours in which |1&M's generation meets or exceeds demand without
the need to purchase from the market (i.e., energy-surplus), the additional 200
MWs of wind allows for the company's thermal units to contribute more to OSS.
Conversely, the additional 200 MWs of wind will lessen the amount of energy
purchased during hours in which I&M is in need to acquire from the market to
meet demand (i.e., energy-deficit). Column J shows the Wind Capacity Credit
Value. This credit is based on 13% of the Wind Capacity (this equates to 26 MW
of the Headwaters REPA) displayed in column | and the Capacity Price in column
H. Since Headwaters REPA is an Immature Intermittent Capacity Resource, the
PJM Class Average Capacity Factor of 13% was utilized in this analysis. More
information on the PJM Capacity Value Calculations may be found at this link,

http://pjm.com/~/media/documents/manuals/m21.ashx. Column K shows the

Total Change in Net Revenue Requirement which is the sum of columns E, G &
J. As shown, the net cost of a full year's energy purchase is estimated to range
from a net benefit of $0.9 million to a net benefit of $15.4 million.

On a cost per kWh basis as is displayed in column M, the estimated
incremental net cost through to the Company’s customers for an annual supply of

renewable wind energy is estimated to range from a net benefit of 0.003 cents
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per KWh to a net benefit of 0.056 cents per kWh. The average cost (average of
rows 12-31 in column M) to the Company's customers over the 2015 — 2034 time
frame is projected to be a net benefit of 0.042 cents per kWh. Thus, the
Headwaters Wind Farm Renewable Energy Purchase Agreement (REPA) is
expected to result in a cost savings to |1&M's customers.
Does this conclude your pre-filed direct testimony?

Yes.



1&M - Total Company
Relative Change in Annual Revenue Requirement
Due to 200 MW Headwater Wind Farm REPA

2015-2034
A B c D E F G H } J K L M N
=(C x D)/1000 =B x13% ={Hx|x365)/106 =E+G+J =K/Lx100 =K x 1000/C
Net Revenue
Wind WIND Wind Wind Energy Wind Energy Wind Total Change in 1&M Requirement 1&M Wind Net
Capacity Wind REPA REPA Weighted Avg  Impact on Market | Capacity Capacity ~ Wind Capacity Net Revenue internal  Impact on 1&M Cost per MWh of
(Nameplate) Energy Cost Cost Market Price  Sales/Purchase Price Value Credit Value Requiremnent Load Customer Wind Generated
Mw GWh ($/MWh) ($M) ($/MWh) ($M) ($/MW-Day) (MW) (3M) (3M) (GWh) {g/kWh) ($/Mwh)
2015 200 (0. 25,684 a0y
2016 200 (4.43 25,791 (0017
2017 200 (5.5 25,711 (G021
2018 200 oy 25,590 {0024
2019 200 (8.2 25,548 [UEES
2020 200 [£aReH 25,584 {0.025)
2021 200 (5.4 25,640 {0.027;
2022 200 Proprietary and Confidential Data (2.3 25,770 0.050)
2023 200 (130 25,891 (00503
2024 200 26,032 [QAREEA
2025 200 26,162 {0.053)
2026 200 26,314 (0052
2027 200 ( 26,451 {0.0841
2028 200 (1d .4y 26,607 {0.065)
2029 200 {14.8) 26,759 {0885
2030 200 {148} 26,916 {0.085)
2031 200 [aT R} 27,067 {0 055
2032 200 150 27,234 {1.058)
2033 200 (154 27,393 (0.056)
2034 200 V168.3) 27,572 {0.0581

Column Definitions:

B. Total namepiate capacity of the REPAs.

C. Total estimated energy output of the REPAs.
D. Projected price for generic wind REPAs.

E. Total estimated cos! of the REPAs column C times column D + 1000.

F. Price of energy displaced by incremental wind REPAs. Price based on AEP Fundamentai Forecast

G. Change in revenue regquirement due to wind energy impact on market sales/purchases (column C times celumn F+ 1000).

H. Based on PJM Capacity Clearing price through May 2017, AEF Fundamental Foracast thereafter.

1 . Based on 13 percent PJM Capacity Credit.
J. Product of Columns Hand [ .

K. Net Revenue Requirement Change - is the sum of columns E, G & J, i.e., the cost of the REPAs plus the wind energy impact on market sales/purchase, plus the capacity credit value.
L. Projected annual &M internal foad (Original, 2012 "4+8", completed in Aug-12, revised in Jan-13).

M. Cost per kWh impact on 1&M customers - represents the average incremental cost impact of the Wind Project divided by |1&M's intemal energy requirements
N. The annual Net Revenue Requirement impact of the REPAs divided by the corresponding annual estimated energy oulput of the projects.
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF KENTUCKY POWER COMPANY
FOR APPROVAL OF THE TERMS AND CONDITIONS
OF THE RENEWABLE ENERGY PURCHASE
AGREEMENT FOR BIOMASS ENERGY RESOURCES
BETWEEN THE COMPANY AND ECOPOWER
GENERATION-HAZARD LLC; AUTHORIZATION TO
ENTER INTO THE AGREEMENT; GRANT OF CERTAIN
DECLARATORY RELIEF; AND GRANT OF ALL OTHER
REQUIRED APPROVALS AND RELIEF

CASE NO. 2013-00144

I e

CERTIFICATE

I, Sonya Harward, hereby certify that:

1. The attached DVD contains a digital recording of the hearing conducted in the
above-styled proceeding on August 29, 2013; (excluding any confidential segments, which were
recorded on a separate DVD and will be maintained in the non-public records of the
Commission, along with the Confidential Exhibits and Hearing Log). The hearing was recorded
on two consecutive days, August 28, 2013 and August 29, 2013, separately. (Confidential
portions were also recorded separately).

2. I am responsible for the preparation of the digital recording;

3. The digital recording accurately and correctly depicts the hearing of August 28,
2013 (excluding any confidential segments);

4. The “Exhibit List” attached to this Certificate correctly lists all exhibits introduced
at the hearing of August 29, 2013 (excluding any confidential exhibits).

5. The “Hearing Log” attached to this Certificate accurately gnd correctly states the
events that occurred at the hearing of August 29, zgdgiexcludingfagfxi conﬁdenjti/%l segments)

L
and the time at which each occurred. f / /o
i

R H { H
h i

Given this 29" day of August, 2013. Wy e @%‘f’f ?f;
Sonya Hapwvard (Boyd), Notary Public ‘
State at Large
My comfmission expires: August 27, 2017




Av 3 Session Report - Detail

2013-00144_29-Aug2013

Kentucky Power Company

Date: Type: Location: Department:
8/29/2013 Other ~ Public Service Hearing Room 1 (HR 1)
Commmission ,

Judge: David Armstrong; Linda Breathitt; Jim Gardner
Witness: Lane Kollen - KIUC; Paul Coomes - KIUC; Alan Taylor - KIUC
Clerk: Sonya Harward

Event Time Log Event
10:01:39 AM Session Started
10:01:42 AM KY Power Atty. Gish addressed some questions from the previous day.
Note: Harward, Sonya Address Vice Chairman's request from the previous day about rate
impacts.
Note: Harward, Sonya Jan. 31, 2017 is the planned operation date of the facility, per the
Chairman's request.
10:03:24 AM POST HEARING REQUEST
Note: Harward, Sonya Vice Chairman Gardner presented a document to KY Power and
addressed the items he'd like to have submitted in a post hearing
request in regards to this document.
10:06:24 AM Witness Alan Taylor - KIUC
Note: Harward, Sonya President, Sedway Consulting, Inc.
Note: Harward, Sonya Confirmed that previously filed testimony is still accurate.
10:08:01 AM KY Power Atty. Gish cross examination of Witness Taylor
Note: Harward, Sonya Referencing Witness's Testimony on page 6, KPC 1-2, and PSC 1-1.
10:09:35 AM KY Power Atty. Gish
Note: Harward, Sonya Reference page 16 of Witness Testimony.
10:13:05 AM Exhibit 1 - KY Power
Note: Harward, Sonya United States- Annual Average Wind Speed at 80 m
10:15:59 AM Exhibit 2 - KY Power
Note: Harward, Sonya Photovoltaic Solar Resource of the United States
10:18:24 AM KY Power Atty. Gish
Note: Harward, Sonya Continued questioning about renewables available to KY Power
service area.
10:20:03 AM Exhibit 3 - KY Power
Note: Harward, Sonya American Electric Power Service Corporation as agent for Kentucky
Power Company Request for Proposals
10:23:51 AM KY Power Atty. Gish
Note: Harward, Sonya Referencing Witness Testimony, page 17.
10:26:20 AM Witness Taylor
Note: Harward, Sonya Discussing fixed priced contracts.
10:27:36 AM KY Power Atty. Gish
Note: Harward, Sonya Referencing page 18 of Witness Testimony.
10:28:40 AM KY Power Atty. Gish, no further questions.
10:28:45 AM AG Atty. Hans cross examination of Witness Taylor
Note: Harward, Sonya Discussing subsities that are no longer available.
10:30:12 AM AG Atty. Hans, no further questions.
10:30:16 AM PSC Atty. Nguyen cross examination of Witness Taylor
Note: Harward, Sonya Discussing biomass REPA vs. wind and solar purchase agreements.
10:33:52 AM PSC Atty. Nguyen, no further questions.

Created by JAVS on 8/30/2013
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10:33:55 AM
10:36:22 AM
10:37:49 AM
10:39:13 AM
10:42:32 AM
10:50:28 AM
10:54:59 AM
10:55:16 AM
10:59:43 AM
11:00:15 AM
11:00:18 AM
11:03:07 AM

11:04:25 AM
11:04:39 AM

11:05:50 AM
11:05:56 AM
11:07:17 AM
11:10:15 AM
11:13:34 AM
11:16:30 AM
11:18:02 AM
11:20:35 AM
11:20:39 AM
11:26:11 AM
11:26:14 AM
11:26:18 AM
11:27:48 AM
11:30:11 AM

11:31:37 AM

ViIce Chairman Gardner cross examination of Witness Taylor
Note: Harward, Sonya Referencing page 6 of Testimony, beginning on line 9 - regarding
risks and costs and what is meant by weak and vague.
KY Power Atty. Gish interjected to caution about confidential information.
Vice Chairman Gardner
Note: Harward, Sonya Article 7 deals with production tax credits?
Vice Chairman Gardner asking to see confidential version of RFP.
Vice Chairman Gardner
Note: Harward, Sonya Referencing analysis of RECs, regarding costs to customers and
negative costs.
Vice Chairman Gardner
Note: Harward, Sonya Asking questions related to the sale of RECs.
Commissioner Breathitt cross examination of Witness Taylor
Note: Harward, Sonya GATS - generation attribute tracking system
Commissioner Breathitt
Note: Harward, Sonya
Commissioner Breathitt
Note: Harward, Sonya Negative REC...what is meant by this?
Commissioners have no further questions.
KIUC Atty. Kurtz re-direct examination of Witness Taylor
KIUC Atty. Kurtz
Note: Harward, Sonya Discussing Big Sandy 1 RFP.
KIUC Atty. Kurtz, no further questions.
Vice Chairman Gardner re-cross examination of Witness Taylor
Note: Harward, Sonya If RECs sold at a loss, is it deductible on income taxes?
Witness Taylor dismissed from stand.
Witness Paul Coomes - KIUC
Note: Harward, Sonya Independent economic consultant
Note: Harward, Sonya Confirmed that previously filed testimony is still accurate.
KY Power Atty. Garcia cross examination of Witness Coomes.
KY Power Atty. Garcia
Note: Harward, Sonya
KY Power Atty. Garcia
Note: Harward, Sonya
Witness Coomes
Note: Harward, Sonya
KY Power Atty. Garcia
Note: Harward, Sonya

RECs can be obtained bilaterally ...sold at auction?

Comparing new jobs created by ecoPower and coal jobs.
Discussing household spending.
Discussing the use of a tool to come up with household impact.

Did Witness take into account the new spending by those with new

jobs and the investment.

KY Power Atty. Garcia, no further questions.

AG Atty. Hans cross examination of Witness Coomes
Note: Harward, Sonya Asking about a multiplier effect of job creation.

AG Atty. Hans, no further questions.

PSC Atty. Nguyen, no questions for Witness Coomes.

Vice Chairman Gardner cross examination of Witness Coomes

Vice Chairman Gardner
Note: Harward, Sonya Should a utility include a price elasticity if they assume prices are

going up.

Vice Chairman Gardner
Note: Harward, Sonya

Vice Chairman Gardner
Note: Harward, Sonya

Asking about some information in the Rand Study.

Discussing coal demand being down, 5,000 less jobs in east KY...

Created by JAVS on 8/30/2013

-Page 20of 3 -



11:34:04 AM

11:36:31 AM

11:37:58 AM

11:39:45 AM

11:40:50 AM
11:44:50 AM
11:45:03 AM
11:45:27 AM
11:56:24 AM
11:56:25 AM
11:56:28 AM

11:57:32 AM
11:58:00 AM
12:02:18 PM
12:05:58 PM
12:06:03 PM
12:07:12 PM
12:11:19 PM
12:14:20 PM
12:14:46 PM

12:14:56 PM
12:15:13 PM

12:16:07 PM

12:16:12 PM
1:16:42 PM

Commissioner Breathitt cross examination of Witness Coomes
Note: Harward, Sonya Adking about 30 full time jobs and 200 timber and trucking jobs...his
estimate of 100 jobs...clear up these differences. -Not the same
numbers...one is loss of jobs and one is creation of jobs.
Commissioner Breathitt
Note: Harward, Sonya Referencing page 3 of Witness's Exhibit (full report).
Chairman Armstrong cross examination of Witness Coomes
Note: Harward, Sonya Impact on the quality of life?
Chairman Armstrong
Note: Harward, Sonya Asked about what kind of jobs this creates...would area be likely to
have more steakhouses or McDonalds.
KIUC Atty. Kurts re-direct of Witness Coomes
Witness Coomes dismissed from the stand.
Break
Session Paused
Session Resumed
Camera Lock Deactivated
Witness Lane Kollen - KIUC .
Note: Harward, Sonya Confirmed that previously filed testimony is still accurate.
Note: Harward, Sonya Vice President and Principal, Kennedy and Associates
KY Power Atty. Gish cross examination of Witness Kollen
KY Power Atty. Gish handed out a copy of part of the REPA that is already in the record.
Note: Harward, Sonya Exhibit JFG-1 CONFIDENTIAL, page 33 -35 of 110 (pages labeled
27-29)
KY Power Atty. Gish
Note: Harward, Sonya Referencing Witness's Tesitmony, page 16, lines 6-11.
KY Power Atty. Gish, no further questions.
Vice Chairman Gardner cross examination of Witness Kollen
Vice Chairman Gardner
Note: Harward, Sonya Discussing the break down of the different components... concerning
how much is energy and how much is capacity, etc.
Vice Chairman Gardner
Note: Harward, Sonya
Vice Chairman Gardner
Note: Harward, Sonya Why will this be must run per PIM?
No further questions for this witness.
Witness Kollen dismissed from stand.
Due dates determined.
Note: Harward, Sonya
Hearing adjourned
Session Pauséd
Session Ended

Page 6 of Witness's Direct Testimony, regarding off-system sales.

9/13, Post hearing requests  9/23, post hearing briefs

Created by JAVS on 8/30/2013
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Description:

Exhibit 1 - KY Power
Exhibit 2 - KY Power
Exhibit 3 - KY Power

United States- Annual Average Wind Speed at 80 m
Photovoltaic Solar Resource of the United States

American Electric Power Service Corporation as agent for Kentucky Power Company
Request for Proposals

Created by JAVS on 8/30/2013

-Page1lof1 -



United States - Annual Average Wind Speed at 80 m

KY POWER EXHIBIT__ /

Wind Speed
m/s

>10.5
10.0
9.5
9.0
8.5
8.0

Source: Wind resource estimates developed by AWS Truepower,
LLC for windNavigator®. Web: http://www.windnavigator.com |
http:/Amww.awstruepower.com. Spatial resolution of wind resource
data: 2.5 km. Projection: Albers Equal Area WGS84.

. AWS Truepower” E:E N R E L

Where science delivers performance,

NATIONAL RENEWABLE ENERGY LABORATORY
01-APR-2011 21 1




Photovoltaic Solar Resource
of United States

Annual verage solar resource
clata e showwn for a tit=latituce
or. Thee data foe Hanwaii arct the
CONUIGUOUS states are 3 10 km satellite
modeled dataset (SUNY/NREL, 2007)
representing data from 19982005,

Thie clatis for Alaska ate 3 40 kan
dataset produced by the
Climatclogical Solar
facdiation Model

{NREL, 20031,

ofe
=1
ﬁ,,‘glil —

WPV el KIENNT

‘ Aurhor Billy Roberns - OCtober 20, 2008 This magrwas procioced By thie Mational Reaawabie Eneogy Laboaiony for she LS, Deparimens of Energy.
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American Electric Power Service Corporation
as agent for

Kentucky Power Company

Request for Proposals

Up to 250 MW (nameplate) of
LONG-TERM CAPACITY and ENERGY
(PJM Resources only) ' 7

Capable of being on-line by June 1, 2015

Issued:
March 28, 2013

Web Address: http://www.kentuckypower.convVgo/rfp/

Proposals Due:
June 11, 2013 (Columbus, OH)

KY POWER EXHIBIT 3 —
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Background

Kentucky Power Company (Company) is undertaking a process to determine the least,
reasonable cost solution to replacing the impending generation loss anticipated with the
retirement of its Big Sandy Unit 1 generation unit. Big Sandy Unit 1 is a 278 MW coal
fired generating unit that went into service in 1963 and is currently scheduled for
retirement in 2015. Big Sandy Unit 1 is located near Louisa, Kentucky and is within the
PJM regional transmission organization.

The options available to the Company for the replacement of the Big Sandy Unit 1
generation capacity as a coal fired generation resource include:

e BS1 Conversion: converting Big Sandy Unit 1 to a natural gas fired generation
unit (BS1 Conversion). The projected cost to convert Big Sandy Unit 1 will be
developed by American Electric Power Service Corporation’s (AEPSC)
Projects, Controls & Construction group. (AEPSC Projects Group).

e PIM Capacity Resource Request for Proposals (RFP): issue an RFP for 250
MW of PJM Generation Capacity Resources. %

The Company will use the proposals (Proposals) received as a res of the 250 MW RFP
along with the BS1 Conversion cost estimate to determine the least, reasonable cost
solution to replacing the Big Sandy Unit 1 capacity as a coal fired generating unit.

The evaluation of the RFP and BS1 Conversion is not a commitment to‘convert (BS1
Conversion) or purchase (RFP) and shall not bind the Company or any affiliates of the
Company in any manner. The Company in its sole discretion will determine which
direction, if any, it wishes to take with respect to replacing the Big Sandy Unit 1 coal
fired generation capacity, energy, and ancillary services.

The management and evaluation of this RFP will be directed by select AEPSC personnel
that have been categorized into two groups — a Development Group and an Evaluation
Group. The Development Group will be responsible for the design, development, and
management of the overall RFP process, while the Evaluation Group will be responsible
for evaluating the RFP Proposals and the BS1 Conversion cost as provided by the
AEPSC Projects Group. Members of the Development and Evaluation Groups are
separate groups from the AEPSC Projects Group or any Affiliate of the Company that
may wish to participate in this RFP.

AEPSC and the Company will ensure that the bids received in response to this RFP along
with the BS1 Conversion cost are evaluated in a consistent, transparent, and impartial
manner.
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1. Company Information

1.1. American Electric Power (AEP) is one of the largest electric utilities in the United
States, delivering electricity to more than 5.3 million customers in 11 states. AEP
ranks among the nation's largest generators of electricity, owning nearly 38,000
megawatts of generating capacity in the U.S. AEP also owns the nation's largest
electricity transmission system, a nearly 39,000-mile network that includes more 765
kilovolt extra-high voltage transmission lines than all other U.S. transmission systems
combined. AEP's utility units operate as AEP Ohio, AEP Texas, Appalachian Power
(in Virginia and West Virginia), AEP Appalachian Power (in Tennessee), Indiana
Michigan Power, Kentucky Power, Public Service Company of Oklahoma, and
Southwestern Electric Power Company (in Arkansas, Louisiana and Texas). AEP's
headquarters are in Columbus, Ohio. More information about AEP can be accessed
by visiting www.aep.com.

1.2. Kentucky Power Company provides service to approximately 173,000 customers in
all or part of 20 eastern Kentucky counties and is headquartered in Frankfort, KY.
The Company has approximately 1,233 miles of transmission lines and 11,242 miles
of distribution lines. Its distribution operations are based in Ashland with service
centers in Pikeville and Hazard. The Company also has area offices in Paintsville
and Whitesburg. More information about the Company can be accessed by visiting
www.kentuckypower.com. i

2. Introduction

2.1. American Electric Power Service Corporation, a subs1d1ary of AEP is administering
this Request for Proposals (RFP) on behalf of Kentucky Power Company
(Company). AEPSC is requesting bids which will result in obtalnmg up to
approximately 250 MW of PJIM Generation Capacity Resources’' (Resources).

2.2. Resources bid into this RFP must be capable of being on-line by June 1, 2015 and
able to supply a “Bundled Product” that includes Capacity (MW), Energy (MWh),
and Ancillary Services if available.

2.3. AEPSC is requesting Proposals from parties desiring to sell a Bundled Product
through a Power Purchase Agreement (PPA), Tolling Agreement (TA), an Asset
Purchase Agreement (APA), or Other Proposal (OTH) as further defined in this RFP.

In addition, AEPSC will be accepting Proposals from demand-side management
(DSM) and cost-effective energy efficiency (EE) resources.

! PIM Generation Capacity Resource is a generation unit, or the right to capacity from a specified generation
unit, that meets the requirements of Schedules 9 and 10 of the PIM Reliability Assurance Agreement. A
Generation Resource may be an existing Generation Resource or a Planned Generation Resource.
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2.4. Energy scheduled as a result of any PPA, TA, or OTH agreement shall be scheduled
via a unilateral schedule in the PJM InSchedule system with a Sink at the Big Sandy
Unit 1 Pnode as further described in Section 4.4.2 (Note: this scheduling requirement
will enable the Company to utilize any proposed Resource in a manner similar to a
Product produced from the Company’s Big Sandy Unit Iresource. In addition, it will
enable the Company to compare Proposals to the BS1 Conversion cost as referenced
in the Background of this RFP).

2.5. For each Proposal, a Seller shall offer only one Base Proposal. Sellers are
encouraged to provide the Company with a Base Proposal that reflects what it
believes is their best pricing Proposal. At no point in the evaluation process will a
Seller have the opportunity to unilaterally change its Proposal.

2.6. For each Base Proposal, a Seller is allowed to submit up to three alternatives (each an
“Alternative Proposal™). Alternative Proposals may be for different bid sizes, term of
contract (15 years or greater), or alternate contract terms and conditions. Proposals
based on a different site, technology, contract type, or fuel supply arrangement from
the Base Proposal must be submitted as a separate Proposal.

2.7. The Company will allow affiliates (Affiliates) of the Company to participate in this
RFP. Affiliates will be required to follow all of the requirements of this RFP
including the process outlined in Section 3 regarding questlons '/If an Affiliate’s
Proposal is offered, its Proposal (i) shall be submitted in the sz format and under
the same rules and (ii) shall be evaluated in the same manner
submitted into this RFP.

2.8. The Company has established a web page (www.kentuckypower.com/go/rfp) at its
website for this RFP. AEPSC and Kentucky Power Company reserve the right to
amend this RFP at any time and at its sole discretion. Any amendments to this RFP
will be posted at the Company web page.

2.9. This RFP is not a commitment to purchase and shall not bind the Company or any
affiliates of the Company in any manner. The Company in their sole discretion will
determine which Seller(s), if any, it wishes to engage in negotiations that may lead to
a binding contract.

3. RFP Questions

3.1. Throughout the RFP process, interested parties may submit questions regarding this
RFP to AEPSC via:
¢ instructions located at the Company’s website established for this RFP
(www kentuckypower.com/go/rfp) or
* by emailing 2013KentuckyPowerRFP@aep.com.
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3.2. Questions submitted as outlined in Section 3.1 above will be reviewed by AEPSC.
Those questions (and answers) which AEPSC views in its sole discretion to be of
benefit to other potential RFP participants will be posted on the Q&A portion of the
website. Posted questions and answers will not identify the originator of the question.

4. Scope
The following sub-sections describe the scope of this RFP. All questions regarding the

scope of this RFP should be submitted through the Company’s website or RFP email
address as outlined in Section 3.

4.1. Product — the Company is seeking a low cost Bundled Product from PIM Generation
Capacity Resources that includes the following.
4.1.1. Capacity (MW)
4.1.2. Energy (MWh)
4.1.3. Ancillary Services (if available)
4.1.4. Environmental Attributes’ (if available)

4.2. Quantity — the Company is seeking Proposals for up to 250 MW, however, may
procure more or less than 250 MW, and may aggregate Bundled Products from
multiple Sellers to meet its needs, or select no offers at all.

4.2.1. Proposals shall have a minimum nameplate capacuy size of 50 MW, with the
exception of DSM / EE Proposals.
4.2.2. DSM and EE Proposals shall have a minimum size of 11

4.3. Delivery Period — The delivery of Capacity and Energy shouid begm o earher than
June 1, 2015. ~
4.3.1. Delivery period start dates later than June 1, 2015 w111 ‘be-accepted, however,
~ Seller will be required to supply to the Company thé PJM Capacity value for
the period between June 1, 2015 and the actual delivery start period.

4.3.2. All Base Proposals. with the exception of DSM/EE Proposals, shall have a
term of 15 years. Base Proposals with terms other than 15 years will be
considered non-conforming and rejected from the RFP process. Sellers may
provide terms of greater than 15 years within their Alternative Proposals.

4.3.3. DSM/ EE Proposals shall have a minimum term of 5 years.

4.4. Energy Delivery (for PPA. TA, and OTH Proposals)

4.4.1. The Company and the Seller(s) will bilaterally establish and confirm a
contract in PJM’s InSchedule system (Contract) related to any agreement
between the Company and the Seller.

4.4.2. The Contract will have the following key attributes:

Environmental Attributes include, but are not limited to any associated renewable energy credits (RECs) and
any other current or future environmental attributes, including any greenhouse gas emission reductions
associated with the quantity contracted from a facility.
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4.4.2.1. the “Schedule Confirmation Type” will be “Unilateral Buyer,” such that

the Company will have unilateral schedule confirmation rights for all
schedules between the parties;

4.4.2.2. the “Sink” will be the Point of Delivery as defined in the table below;

Point of Delivery
Pnode ID name BIGSANDY
Pnode ID number 40243783
Location Louisa, KY
County Lawrence

4.4.2.3. the “Service Type” will be “Internal Bilateral Transaction”.

4.5. Interconnection

4.5.1.
4.5.2.

4.5.3.

4.5.4.

4.6. Proposal Types - the Company is interested in executing ac

The Point of Interconnection shall be the Facility’s interconnection point with
the PIM system.

All Proposals, at a minimum, must have completed the PIM Feasibility Study
phase of the interconnection request process with PIM.

The Seller is responsible for all costs associated with transmission
interconnections and system upgrades as required by PJM and the
transmission operator.

The Seller is responsible for following the established- PJM and transmission
operator policies and procedures that are in effect regardmg:facﬂlty
interconnection and operation associated with a utility 1Smissi

Agreement”) from one or more of the following proposal typ 3

4.6.1. Power Purchase Agreements (“PPA”) 4

4.6. 2 Tolling Agreements (“TA”) — Seller pricing shall 1nc1ude the option of Seller
providingthe fuel, however, the Proposal shall also include an option where
the Company will supply the fuel to the Resource.

4.6.3. Asset Purchase Agreements (“APA”) — The Company will accept Proposals
for assets that are currently in-service or will be in-service prior to June 1,
2015. The Company will not accept Proposals for partially built assets.

4.6.4. Other Proposals (“OTH”) — Other Proposals are other power supplies or
arrangements that do not fall into a PPA, TA, APA or DSM/EE category

4.6.5. Demand-side management (“DSM”) or Cost-effective energy efficiency
resources (“EE”)

4.7. Pricing

4.7.1. Seller shall use Appendix A and any other attachments as needed to fully
articulate the pricing of its Proposal.

4.7.2. Seller shall provide a summary of its essential terms and conditions associated
with Seller’s Proposal and pricing.

4.7.3. Prices must be firm, representing best and final data and quoted in U.S.

dollars.
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4.7.4. If pricing involves escalation or indexing, the details of such pricing,
including the specific indices or escalation rates, must be included for
evaluation.

4.7.5. Pricing to include all Ancillary Service costs, taxes and other fees necessary
for delivery of the Energy to the Point of Delivery as applicable.

4.7.6. All costs associated with interconnections and transmission, including any
system upgrades, as required by PJM up to the Point of Delivery shall be
included in the Seller’s pricing where appropriate under current FERC orders
and rulings.

4.7.7. DSM/EE Proposals: Seller shall fully describe in Appendix D or other
attachment the pricing associated with its Proposal.

4.8. Ancillary Services

4.8.1. Under a Supply Agreement, the Company prefers to have the unrestricted
right to utilize all Ancillary Services associated with generation being offered
by the Seller. In addition, the Company desires to have the unrestricted rights
to any future Ancillary Services defined by the industry and capable of being
provided by the generation capacity being offered.

4.8.2. The Seller shall describe the Ancillary Service capability of the Facility
(Regulation, Synchronized Reserve, Black Start Serv1ceﬁDA Scheduling
Reserve, etc.) ! 5

4.8.3. All Ancillary Services must be provided in accordant:e with the requirements
of PIM and the transmission operator. i

4.8.4. The Ancillary Services that would be available to th,j
limited to those defined in this section.

4.8.5. In the case where the Company purchases only part.¢ of the generation capacity
from a unit, system or facility, then the Company de51res to have unrestricted
rights to Ancillary Services on a prorated basis.

i

om, any should not be

4.9. DSM / EE Proposals must be from resources located within the Company’s service
area.

5. RFP Schedule

5.1. The following schedule and deadlines apply to this RFP. AEPSC and the Company
reserve the right to revise this schedule at any time and at its sole discretion. Any
revisions to the schedule will be posted to the RFP website.

5.2. All Proposals must be complete 1 in all material respects and be received no later than
4 p.m. EST on Tuesday, June 11" at the AEPSC Columbus, OH location as defined
in Section 6 of this RFP.
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6.

7.

RFP Issued Thursday, March 28, 2013
Confidentiality Agreements Friday, May 24, 2013
Proposals Due Date Tuesday, June 11, 2013
RFP Short-List Identified Friday, July 12, 2013
Final Decision (Recommended) tbd

Proposal Submittal

One hard copy and one electronic copy on CD of the Proposal(s) shall be submitted by
the Proposal Due Date as outlined in Section 5 of this RFP to:

American Electric Power Service Corporation
Kentucky Power Company RFP Administrator
155 W. Nationwide Blvd

Columbus, OH 43215

Key Terms and Conditions

For a Supply Agreement, the Seller’s Proposal should include, Wher&appllcable to the
Seller’s Proposal, the following terms and conditions, among othar thmgs

7.1. Seller will guarantee all pricing and terms that affect pncmg st {‘but not limited

to heat rate, fuel cost, operations and maintenance costs, as. apphcab
7.2. Pricing shall include all pricing and terms for Capacity, assoc {d Energy, and
Ancillary Services.

7.3. Seller will guﬁréﬁtee the annual and seasonal availability.

7.4. Seller will be responsible for any and all compliance related costs and fines
(environmental, NERC, FERC, PJM, etc) incurred due to the non-compliance of the
asset(s) designated to supply Capacity, Energy, and Ancillary Services to the
Company.

7.5. Seller shall be responsible for ALL reporting requirements under NERC, PIM, etc.

7.6. Seller shall be responsible for offering Company’s Capacity, Energy and Ancillary
Services into the PJM market.

7.7. For the sale of generation capacity and energy to the Company under a Supply
Agreement, the Seller would be responsible for obtaining all necessary permits and
providing all credits and allowances needed to comply with the permit requirements
for the life of the agreement, where permits, credits and allowances are applicable
for the product being sold.
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7.8. Failure to obtain or comply with any environmental permit or governmental consent
would not excuse nonperformance by Seller.

7.9. Financial Capability

7.9.1. Should the Company elect to enter into a Supply Agreement with a Seller who
fails to meet its obligations at any point in time, the Company’s customers
may be exposed to the risk of higher costs. Therefore, Sellers will be required
to demonstrate, in a manner acceptable to the Company, the Seller’s ability to
meet all financial obligations to the Company throughout the applicable
development, construction and operations phases for the term of the Supply
Agreement. Under no circumstances, should the Company’s customers be
exposed to increased costs relative to the cost defined in an agreement
between the Seller and the Company.

7.9.2. Upon execution of a Supply Agreement, Seller will be required to provide
Security in the form of an irrevocable standby letter of credit (LOC), cash, or
a corporate guaranty from a credit worthy entity, to protect the Company’s
customers in the event of default by the Seller. The amount and terms of the
Security will be subject to approval by the Company based upon the
Company’s standards. 4

8. Proposal Content

8.1. The Seller is encouraged to pr0v1de as much information as p0531ble to aid in the
evaluation of the offer. Seller shall use Appendix C as a reference of the material
required to be submitted with Seller’s Proposal. 2

8.2. The Company reserves the right to request additional 1nformat10n Any failures to
supply the information requested will be taken into consideration relative to the
Company’s internal evaluation of cost, risk, and value.

8.3. The Seller should also provide any additional information the Seller deems necessary
or useful to the Company in making a definitive and final evaluation of the benefits
of the Seller’s Proposal without further interaction between the Company and the
Seller.

9. Treatment of Proposals

9.1. The Company reserves the right, without qualification, to select or reject any or all
Proposals and to waive any formality, technicality, requirement, or irregularity in the
Proposals received.

9.2. The completed Appendices and any supplement information submitted by the Seller
may be utilized in any filings with regulatory agencies related to this RFP.

10
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9.3. The Company reserves the right to solicit additional Proposals, to modify the RFP or
request additional information, as necessary, to complete its evaluation of the
Proposals received.

9.4. Sellers who submit Proposals do so without recourse against the Company for either
rejection by the Company or failure to execute an agreement for purchase of
Capacity and/or energy for any reason.

10. RFP Proposal Evaluation

10.1. Initial Review
Proposals will be thoroughly reviewed and assessed to ensure that each meets
ALL applicable content requirements as described in Section 8 — Proposal
Content. Proposals that meet all the requirements (as applicable) of the RFP shall
be considered conforming. Proposals will be deemed non-conforming if they do
not meet all the requirements specified in the RFP and will be rejected. During
the initial screening process, the Company reserves the right, but is not obligated,
to contact Seller(s) to clarify Proposal terms or to request additional information.

10.2. Evaluation
The Company will use a multi-stage evaluation process toﬂrewew Proposals. The
evaluation process followed will depend on the number and nature of the
Proposals received. The evaluation process will consider all apphcable factors
including, but not limited to, the following to determme thereasonableness of the
Proposal and the projected least, reasonable cost: o

Terms of the proposal
Exceptions to the terms and conditions as outhned in this RFP
Proposal Pricing

Impact of Proposal to Company’s balance sheet and credit rating
Seller’s creditworthiness and experience

Proposed date of commercial operation (on-line)

Status of interconnection process with PJM

Project capacity

Regulatory considerations

Development status of Seller’s generation facility including, but not
limited to, site chosen, permitting, and transmission;

At the conclusion of the evaluation process, a Short-list of Proposals will be
identified for further evaluation and comparison to the BS1 Conversion cost as
referenced in the Background section (page 3) of this RFP. If the Company
determines that a Proposal(s) is in the best interest of the Company and its
customers, the Company will enter into negotiations which may lead to the
execution of a definitive agreement(s). Sellers of Proposals that are not selected to

11
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the Short-list will be notified that their Proposals were not selected to the Short-
list.

10.3. Seller agrees to cooperate, to the fullest extent necessary, to obtain any and all
State, Federal, or other regulatory approvals required for the effectiveness of a
transaction.

10.4. Execution of any agreement shall also be dependent upon AEPSC and Kentucky
Power Company obtaining sufficient assurance that the product purchased
pursuant to the any agreement will be recognized for full recovery in the rates
charged to its jurisdictional customers. The determination of what constitutes
“sufficient assurance” shall be at the sole discretion and judgment of AEPSC and
Kentucky Power Company.

11. Confidentiality

11.1. Attached as Appendix F is the Company’s Form Confidentiality Agreement (CA).
If Seller elects, they may complete the CA and forward electronically to
2013KentuckyPowerRFP @aep.com for execution by the Company.

11.2. AEPSC will take reasonable precautions and use reasonable,cffqrts to maintain
the confidentiality of all bids submitted. Sellers should clearly identify each page
of information considered to be confidential or proprietary. 'AEPSC reserves the
right to release any Proposals to agents or consultants for purposes of Proposal
evaluation. AEPSC’s disclosure policies and standards will automatically bind
such agents or consultants. Regardless of the confidentiality, all such information
may be subject to review by the appropriate state authority, .or any other
governmental authority or judicial body with jurisdiction relating to these matters
and may be subject to legal discovery. Under such circumstances, AEPSC will
make all reasonable efforts to protect Seller’s confidential information.

12. Seller’s Responsibilities

12.1. Proposals and bid pricing must be valid for at least 120 days after the Proposal
Due Date, upon which time Proposals shall expire unless the Seller has been
notified and selected as a Short-listed Seller or as a final award recipient.

12.2. It is the Seller’s responsibility to submit all requested material by the deadlines
specified in this RFP. The Seller should make its Proposal as comprehensive as
possible so that the Company may make a definitive and final evaluation of the
Proposal’s benefits to its customers without further contact with the Seller.

12.3. Sellers are responsible for the timely completion of the project and are required to

submit proof of their financial and technical wherewithal to ensure the successful
completion of the project.

12




E 2013 Kentucky Power Company 250 MW RFP
‘ »
®

12.4. The Company shall not be liable for any expenses Sellers incur in connection
with the preparation and submission of a Proposal and/or any subsequent
negotiations. The Company will not reimburse Sellers for their expenses under
any circumstances, regardless of whether the RFP process proceeds to a
successful conclusion or is abandoned by the Company at its sole discretions.

13. Contacts
All correspondences and questions regarding this RFP must be:

1. directed to the “Questions” section of the website established for this RFP
(www kentuckypower.com/go/rfp) or

2. by emailing 2013KentuckyPowerRFP @aep.com.

NOTE: Sellers or parties interested in participating in this RFP shall not contact
the Kentucky Power Company offices directly. ALL i mqumes must be submitted
via the two contact methods described above.

13
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Appendix A

Company Information

Seller (Company):

Contact Name:

Contact Title:

Address:

City: State: Zip Code:

Work Phone: Cell Phone:

Email Address:

General Project Information

Project Name / Description:

Resource Type :

(e.g. NG Simple Cycle, Combined Cycle, Pulverized Coal, CFB, Wind, Hydro,bS. ,EEetc )z

Fuel Type (Primary / Secondary) :

Project Location:

Estimated On-line Date: Expected Annual Production (MWh):
Project Capacity Na}t{n;gﬂlate Winter Rating | Summer Rating PMVEE’:CIW
Values, MW £

Is proposed MW the entire facility capacity (Y / N);

If no, then how large is the entire facility (MW)?

PJM Interconnection Summary

Feasibility Study Complete (Y/N): PIM Queue #:

Interconnecting Utility / Location:

14
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Substation: Interconnection Voltage:

PJM Interconnection Status (describe):

Proposal Type (check one)
PPA TA OTH DSM EE

Pricing
Sellers shall provide a detailed written description of all pricing formulas including a detailed
description of all sub-components. As noted in the RFP, the Company requires a Base
Proposal, however the Company will allow Sellers to include up to three other Alternatives in
their Proposal. If Seller elects to offer Alternatives, then Seller shall submit separate Proposal
Pricing Sheets for each Alternative.

The following requirements for each of the Proposal Types shall be used as a guide. It is the
Sellers responsibility to clearly articulate in this Appendix and anvy a55001ated attachments

the pricing component to the Seller’s proposal.

PPA Proposals

Project Name:

Term: [ ] to] ]

Contract Quantity: [ : | MW of Capacity and Enérgy -

Capacity Charge: [ ] $ / kw-month, define any annual price escalation

Heat Rate: | | Btu / kWh, provide heat rates at all dispatch points

Variable O&M: | ] $ / MWh, define any annual price escalation

Fuel Cost: (Fuel Cost Index Name) or [ 1$ / MMBtu, provide a fuel price
index and any adders, escalation or adjustments to the index to be used to price fuel delivered
to the Facility, or provide the actual cost of fuel delivered to the facility.

Energy Payment: | | $ / MW, define any annual price escalation

Start-up Payment: | I: § / start

Other Operating Related Charges: [Define cost and parameters for charges]

15
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TA Proposals

Project Name:

Term: [ Jto[ ]

Contract Quantity: [ ] MW of Capacity and Energy

Capacity Charge: [ ] $ / kw-month, define any annual price escalation

Heat Rate: | | Btu / kWh, provide heat rates at all dispatch points

Variable O&M: | | $ / MWh, define any annual price escalation

Fuel Cost: (Fuel Index Name) or | 1$ / MMBtu, provide a fuel price index and
any adders, escalation or adjustments to the index to be used to price fuel delivered to the
Facility, or provide the actual cost of fuel delivered to the Facility. For Tolling Agreements,

Kentucky Power Company reserves the right to purchase and supply the fuel to the Facility
itself.

Start-up Payment: | |: $ / start

Asset Purchase Agreements

Project Name:

Nameplate Capécity:

Sale Price, $M: | ]

Proposed Asset Transfer Date: [ ]
Other Proposals

For “Pricing Terms” for all non-PPA proposals, Bidder shall provide these
terms on a separate sheet providing a complete detail of such terms.

16
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Appendix B

Operating Characteristics

Heat Rate — Summer (Btu /kwh at all loading
points allowed by the Proposal)

Heat Rate — Winter (Btu /kwh at all loading
points allowed by the Proposal)

Summer Capacity - Max (MW)

Summer Capacity — Min (MW) or at all
loading points allowed by the Proposal

Winter Capacity — Max (MW)

Winter Capacity — Min (MW) or at all load
oints allowed by the Proposal

Output (MW) in 10 minutes from Start

Ramp Rate (MW / min) — Normal

Ramp Rate (MW / min) -~ Maximum

Start-up time (hot) to minimum capability

Start-up time (hot) to maximum capability

Start-up time (warm) to minimum capability

Start-up time (warm) to maximum capability

Start-up time (cold) to minimum capability

Start-up time (cold) to maximum capability

Auxiliary Load (at all loading points allowed
by the Proposal)

Minimum run time e

Minimum down time . ..’

Forced Outage Rate

Scheduled Outage Rate

Annual Availability (%)

Production Constraints:

Ancillary Services (describe):

17
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Air Emissions
Emissi Primary Fuel Secondary Fuel
MISSIONS Lb/MWh Tons/ Year | Lb/MWh | Tons/ Year

Sulfur Dioxide

Nitrogen Oxide

Carbon Monoxide

Carbon Dioxide

Mercury

Particulates
(PM /PM 10)

Volatile Organic
Compounds

Please note assumption used in completing table above (example — M W%)

Assumptions:

18
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Proposal Requirements

1. An executive summary of the bid’s characteristics and timeline, including any unique
aspects and benefits.

2. Seller shall complete Appendix A as applicable.

3. Seller shall complete Appendix B as applicable.

4. Sellers with DSM/EE Proposals shall complete Appendix D. DSM/EE Proposal
documents shall be limited to 30 pages. Additional information may be submitted
electronically (eg. CD, memory stick).

5. Seller shall fully describe any exceptions it takes towards any terms and conditions as
described in Section 7 or other parts of this RFP.

6. Experience and References

a.

Provide a general description of the Seller’s background and experience in utility
scale power projects similar to its proposal, including any agihated companies,
holding companies, subsidiaries or predecessor companies presently or in the past
engaged in developing energy power supply projects. .~ .

Provide three (3) or more references from projects where th b1‘ \;der or any of its
affiliates, has completed the development and constructlon,of a power project

similar to the one proposed to the Companies. If the bldder has fewer than three
projects, it shall provide as many references as possible. -

7. Seller shall provide a comprehensive narrative of the development status of any new
generation project intended to be used to meet Seller’s obligations to the Company.
Seller’s narrative shall include the following.

a.

Key project participants including owners, operators, engineer / contractors, fuel
suppliers.

Status of engineering and design work.
A comprehensive development and construction schedule.
A listing of all required permits and governmental approvals and their status.

A listing of all required electric interconnection and or transmission agreements
and their status.

A financing plan.

A summary of key contracts (fuel, construction, major equipment) to the extent
that they exist.

8. Seller shall provide copies of all PYM Interconnection studies. In addition, Seller shall
provide the following:

19
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a. Impedance of the generator step-up transformer.
b. Transient and sub-transient characteristics of the generator.
9. Project Site
Seller shall provide proof or status of ownership or control of site.

b. Seller shall provide a summary describing whether the site has been assessed for
environmental contamination, has any known environmental issues, and if a
Phase 1 environmental assessment has been completed.

c. Has the site been assessed for environmental contamination? Describe any
known environmental issues?

d. Describe status of all required permits.

e. If the plant site is subject to site approval by a governmental authority, provide a
description of the approval status including a copy of the application. If approval
has been granted, provide a copy of the approval.

10. Legal Proceedings

a. List all lawsuits, regulatory proceedings, or arbitration in which the bidder or its
affiliates or predecessors have been or are engaged that coulgi affect bidder’s
performance of its bid. ;

b. Identify the parties involved in such lawsuits, proceedmgs 0 arbltratlon and the
final resolution or present status of such matters. :

11. Technology / Equipment

a. Technology employed (combined cycle, pulverized coal, C -B; etc.)

b. Provide details regarding the technology selected, major cqmpment manufacturer
identified, status of equipment purchases.

12. Existing Facilities (including Asset Purchase Agreements) - For existing facilities,
at a minimum, provide the following information for each of the last 5 years of

operating history;
a. Energy generated
b. Capacity factor
c. Number of start-ups
d. Average heat rate
e. On-Peak availability
f. Fixed O&M Costs
g. Variable O&M Costs
h. Capital expenditures
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13.  Sellers of assets (Asset Purchase Agreements) shall provide a description of the
facility’s major equipment

14.  Seller shall provide a copy of air permit or permit application(s) if available.

15.  Seller shall provide a summary of the timing and status of all permit applications
including water withdrawal, wastewater disposal, fuel byproducts handling and
disposal, etc.

16. Seller shall provide its operations plan — describe the entity who will be performing
operations and maintenance of the facility

17.  Seller shall provide its fuel supply plan.

18. Subsidies — Bidders must indicate if their proposal is dependent upon any existing state
or federal tax credit or grant program and expiration of said program.

19. Maintenance Outages

a. Seller shall describe the required annual (routine) maintenance outage
schedule and associated tasks.

b. Seller shall describe major outages schedules, general scope and frequency

21
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Appendix D

DSM / EE - Proposal Requirements

Company Information

Seller (Company):

Contact Name:

Contact Title:

Address:

City:

State:

Zip Code:

Work Phone:

Cell Phone:

Email Address:

Seller’s with DSM and EE Proposals shall fully describe below or on. a?

mte attachment the

resource being offered, size/quantity, term, pricing, and essential terms and condzrzons
associated with their offering. DSM/EE Proposal documents shall be lzmzted to 30 pages.
Additional information may be submitted electronically (eg. CD, memory stick).

General Project Information

Project Name / Description:
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Describe End-uses Impacts:
¢ Provide monthly projected peak and energy impacts over the Proposal Term
e Provide hourly reduction load shapes over the Proposal Term by end-use and
aggregated for the Proposal
® Provide measure life and any degradation in peak and energy impacts over the Proposal
Term

Measurement and Verification:
e Describe how program impacts will be measured and verified ov€r, the Proposal Term

23
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Appendix E

Bidder’s Credit-Related Information

Full Legal Name of the Bidder:

Type of Organization (Corporation, Partnership, etc.):

Bidder’s % Ownership in Proposed Project:

Full Legal Name(s) of Parent Corporation:
1.

3.

Entity Providing Credit Support on Behalf of Bidder (if applicable):
Name:
Address:
City:

Zip Code:

Type of Relationship:

Current Senior Unsecured Debt Rating:
1. S&P:
2. Moodys:

Bank References & Name of Institution:

Bank Contact: . o e
Name: o a
Title:
Address:
City:
Zip Code:
Phone Number:

Legal Proceedings: As a separate attachment, please list all lawsuits, regulatory proceedings,
or arbitration in which the Bidder or its affiliates or predecessors have been or are engaged that
could affect the Bidder’s performance of its bid. Identify the parties involved in such lawsuits,
proceedings, or arbitration, and the final resolution or present status of such matters.

Financial Statements: Please provide copies of the Annual Reports for the three most recent
fiscal years and quarterly reports for the most recent quarter ended, if available. If available
electronically, please provide link:
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Appendix F

Mutual Confidentiality Agreement

Email to: 2013KentuckyPowerRFP@aep.com
American Electric Power Service Corporation
155 West Nationwide Boulevard
Suite 500
Columbus, OH 43215
Fax: (614) 583-1611

Due: Friday, May 24, 2013

This Mutual Confidentiality Agreement (“Agreement”) dated as of
2013 (“Effective Date”) is made and entered into by and between American Electric Power
Service Corporation (“AEPSC”), as agent for Kentucky Power Company,. and insert full legal
name, a(n) insert state of formation insert type of company (¢ ‘Bldder”) L

Recitals:

L Bidder is or is considering submitting a proposal (the “Proposal”) in response
to a Request for Proposals (the “RFP”) issued by AEPSC for energy, capacity, and ancillary
services as described in the RFP. If submitted, the Proposal will become the property of
AEPSC and shall be held confidential under terms of the RFP. - -~

II. It may become desirable that AEPSC and Bidder exchange other confidential
information pursuant to questions, responses or other communications that are not contained
in the Proposal and which the parties desire to protect as confidential.

III. In addition, if the Proposal, if submitted, is selected by AEPSC, then Bidder
and AEPSC will negotiate about a proposed agreement between AEPSC and Bidder to
implement the Proposal (the “Proposed Agreement”). Bidder and AEPSC want to keep all
negotiations concerning the Proposed Agreement, including the Proposed Agreement itself
and all drafts of the Proposed Agreement, confidential.

IV.  The parties are willing to exchange such confidential information pursuant to the
terms of this Agreement.

NOW, THEREFORE, in consideration of the mutual covenants contained herein, the
parties agree as follows:
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Section 1. Definitions.

1.1. (a)

(b)

2013 Kentucky Power Company 250 MW RFP

“Confidential Information” means any information that is disclosed by
the Disclosing Party to the Receiving Party or its Representatives in
connection with the RFP or any Proposed Agreement (collectively, the
“Transaction™), whether before or after the date hereof and irrespective of the
format in which the information is provided. For avoidance of doubt,
“Confidential Information” includes:

@)

(i)

(111)

(iv)
V)

Written information or machine-readable data, including
questions, responses or communications in connection with
AEPSC’s RFP or any Proposed Agreement, notes, reports,
assessments, specifications, drawings, financial statements and
projections, software and databases, customer information,
sales and marketing strategies, and any other written
information or machine-readable data;

Orally conveyed information, including but not limited to
demonstrations that are directly related to written or other
tangible Confidential Information;

Any hardware, including but not limited“p samples, devices
and any other physical embodiments dchvered to the Receiving
Party, :
Any Evaluation Material; or ;
The existence of this Agreement, the terms o: thls Agreement
and any Proposed Agreement, includin :
Proposed Agreement and all negotlatlons concermng the
Proposed Agreement, that may arise stemmmg from the
Bidder’s Proposal. e

“Confidential Information” does not include information which:

@

(ii)

(iif)
@iv)

is, or subsequent to disclosure becomes, part of the public
domain through no fault of the Receiving Party;

is lawfully disclosed to the Receiving Party by a third party
which, to the knowledge of the Receiving Party, does not have
a confidentiality obligation to the Disclosing Party;

was lawfully in the possession of the Receiving Party prior to
disclosure by the Disclosing Party; or

is lawfully and independently developed by the Receiving
Party without use of the Confidential Information disclosed by
the Disclosing Party.

1.2.  “Disclosing Party” means the party disclosing Confidential Information.
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1.3. “Evaluation Material” means notes, reports or other documents which reflect,
interpret, evaluate, include or are derived from the Confidential Information.

1.4. “Receiving Party” means the party receiving Confidential Information.

1.5. “Representatives” means a party’s employees, officers, directors, attorneys,
accountants, consultants, advisors and agents (including potential lenders,
equity partners, underwriters, or other parties involved in the Transaction for
the party), and the party’s affiliates and the employees, officers, directors,
attorneys, accountants, consultants, advisors and agents thereof.

Section 2. Confidentiality. Except as provided in Section 5, the parties hereby agree
that the Confidential Information will be kept confidential during the term of this Agreement.
The parties also agree that without the prior written consent of the Disclosing Party, the
Confidential Information will not be disclosed by the Receiving Party, in whole or in part, to
any other person except as provided herein. Each party shall use the same care in protecting
the other’s Confidential Information as it uses to protect its own confidential information,
provided that neither party shall use less than reasonable efforts to protect the other’s
Confidential Information. Notwithstanding the foregoing, the Receiving Party may (a)
disclose Confidential Information to its Representatives whose access {$ necessary to conduct
the evaluations and negotiations in connection with the Transaction; or for Supervisory,
regulatory or similar purposes, and who have been informed of and have agreed to abide by
the confidentiality restrictions contained in this Agreement and (b) make a limited number of
copies of the Confidential Information in order for the Receiving Pa equately use the
Confidential Information subject to the terms and conditions of thlS Agreemeﬁt Each party
agrees to be responsible for the actions, uses and disclosures of any of its Representatlves in
accordance with the terms and restrictions of this Agreement T

Section 3. Ownershlp and Use of Confidential Information. All Confidential
Information (except Evaluation Material) shall remain the property of the Disclosing Party.
No license or other rights under any patents, trademarks, copyrights or other proprietary
rights is granted or implied by the disclosure of the Confidential Information. Neither party
shall use the Confidential Information for any purpose other than for evaluation of and
negotiations relating to the Transaction.

Section 4. Disposition of Confidential Information. The Receiving Party, upon
written request from the Disclosing Party, shall promptly return or destroy all Confidential
Information in its possession; provided, however, with respect to Evaluation Materials, the
Receiving Party may at its discretion destroy such Evaluation Material. If requested by the
Disclosing Party, the Receiving Party shall provide the Disclosing Party with a certification
that all Confidential Information and Evaluation Material has either been returned or
destroyed, as appropriate. Notwithstanding the foregoing, the Receiving Party may retain
one copy of the Confidential Information solely for archival purposes and for the purpose of
demonstrating compliance with this Agreement. The return or destruction of the
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Confidential Information shall not extinguish any rights or obligations under this Agreement
with respect to the Confidential Information.

Section 5. Legally Required Disclosures. If the Receiving Party or its Representatives
become subject to a bona fide requirement or request by any regulatory, governmental,
Judicial or supervisory authority (by subpoena, oral deposition, interrogatories, request for
production of documents, civil investigative demand, administrative order or otherwise), to
disclose any of the Confidential Information, or if such disclosure is necessary in order to
obtain or maintain regulatory or governmental approvals, applications or exemptions, the
Receiving Party will provide the Disclosing Party with as much advance notice as and to the
extent as permitted and practicable to afford the opportunity to seek an appropriate protective
order or other appropriate remedy to prevent the disclosure. The Receiving Party or any of
its Representatives being compelled to disclose such Confidential Information will
reasonably cooperate with the Disclosing Party, at its expense, to enable the Disclosing Party
to obtain a protective order or other reliable assurance that confidential treatment will be
accorded the same (e.g. confidentiality agreement). If such protective order or other
appropriate remedy (e.g. confidentiality agreement) is not obtained, the Receiving Party or
any of its Representatives being compelled to disclose such Confidential Information may
disclose the information without liability hereunder provided that the party may only furnish
that portion of the Confidential Information which is legally requ1red or" ecessary.

Section 6. Term. If the Bidder’s Proposal and/or related negotla ns do not result in a
final agreement, then this Agreement is effective for two (2) years | from the Effective Date

stated above. If the negotiations result in a final agreement, then thi Agreernent is effective
until two (2) years after the termination of the final agreement. : :

R

Section 7. No Warranties. The Disclosing Party makes no representations or warranties
as to the reliability, accuracy or completeness of the Confidential Information. The
Disclosing Party shall not be subject to any liability to the Receiving Party based on the
Receiving Party’s use of the Confidential Information.

Section 8. Remedies. The parties acknowledge that improper or unauthorized use or
disclosure of Confidential Information could cause irreparable harm to the Disclosing Party
and that monetary damages would not be an adequate remedy for a breach of this Agreement.
In the event of any breach or threatened breach of this Agreement, the non-breaching party
shall be entitled to pursue injunctive and other equitable relief, and the breaching party
agrees to waive any requirement for the posting of a bond in connection with such remedy.
Such injunctive and equitable relief shall not be deemed to be the exclusive remedy for a
breach of this Agreement, but shall be in addition to all other available remedies. In no event
shall either party be liable to the other for any incidental, indirect, special, punitive or
consequential damages (including without limitation damages for lost profits).
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Section 9.
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Relationship of Parties. Neither party shall have any obligation to

commence or continue discussions or negotiations, to exchange any Confidential
Information, to reach or execute any agreement with the other party, to refrain from engaging
at any time in any business whatsoever, or to refrain from entering into or continuing any
discussions, negotiations or agreements at any time with any third party, until each party
executes a definitive agreement. Until such definitive agreement is executed, neither party
shall have any liability to the other party with respect to the Transaction except as set forth in
this Agreement. Neither party shall have any liability to the other party in the event that, for
any reason whatsoever, no such definitive agreement is executed.

Section 10.

10.1

10.2

10.3

10.4

10.5

10.6

10.7

General.

Governing Law. This Agreement shall be construed and enforced in
accordance with the laws of the State of Kentucky.

Entire Agreement. This Agreement constitutes the entire Agreement

between the parties, supersedes any prior understandings or representations

relating to the confidential treatment of the Confidential Information, and
shall not be modified except by a written agreement s1gned by both parties.

Assignability. This Agreement may not be a551gned by elther party without
the prior written consent of the other party; provided, however that AEPSC
may assign this Agreement to one or more of its afﬁhated compames

Severability. All provisions of this Agreement arecfs'évé,rable, and the
unenforceability of any of the provisions-of this Agreement shall not affect the
validity of enforceability of the remaining provisions of this Agreement.

No Waiver. Failure of either party to insist upon strict performance of any of
the terms and conditions shall not be deemed to be a waiver of those terms
and conditions.

Counterparts and Faxed Signatures. This Agreement may be executed in
counterparts, and in the absence of an original signature, faxed signatures will
be considered the equivalent of an original signature.

Notices. Notices shall be in writing and shall be sent to the addresses listed
below, either by personal delivery, by the U.S. Mail, overnight mail, fax or
other similar means. All notices shall be effective upon receipt.
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The parties have signed this Agreement effective as of the later signature date set forth
below.

SIGNATURES ON FOLLOWING PAGE
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The parties have signed this Agreement effective as of the later signature date set forth
below.

American Electric Power Service [BIDDER: insert full legal name]
Corporation, as agent for
Kentucky Power Company
By: By:
Print Name: Print Name:
Title: Title:
Date: Date:
Bidder Address:

Attn:
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