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1.0 APPLICANT INFORMATION

KRS 278.706(2)(a)

KRS 278.714(2)(a)

The name, address, and telephone number of the person proposing to construct and
own the merchant electric generating facility and the person proposing construction
of the nonregulated transmission line;

ecoPower Generation, LLC, (“ecoPower”) is submitting this application to the
Kentucky State Board on Electric Generation and Transmission Siting (“Siting
Board”) to request approval for a certificate to construct and operate a merchant
electric generating facility and a 69 KV transmission line (“Project”) in Perry
County, Kentucky. The 69 KV transmission line is required to transmit the
electric power generated by the generating facility to the Kentucky Power Engle
substation, approximately 1.5-miles from the Project.

ecoPower is a Kentucky limited liability company formed in May 2009. The
principal contact person, name, address and telephone number for this
application are provided below:

ecoPower Generation, LLC
1256 Manchester Street
Lexington, KY 40504
(859) 685-1106

Gary T. Crawford, CEO
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2.0 PROPOSED SITE DESCRIPTION

KRS 278.706(2)(b)
A full description of the proposed site, w/ map showing distance of the proposed site
from residential neighborhoods, the nearest residential structures, schools, and
public and private parks that are located within a two (2) mile radius of the proposed
facility.
KRS 278-714(2)(b)
A full description of the proposed route of the transmission line and its
appurtenances. The description shall include a map or maps showing:
= The location of the proposed line and all proposed structures that will support
it;
» The proposed right-of-way limits;
= Existing property lines and the names of persons who own the property over
which the line will cross; and
» The distance of the proposed line from residential neighborhoods, schools,
and public and private parks within one (1) mile of the proposed facilities.
KRS 278.714(2)(c)
A full description of the proposed line and appurtenances, including the following:
= Initial length and design voltages and capacities;
= Length of line;
= Terminal points; and
= Substation connections.
KRS 278.714(2)(d)
A statement that the proposed line and appurtenances will be constructed and
maintained in accordance with accepted engineering practices and the National
Electric Safety Code.

2.1 Proposed Electric Generating Facility

ecoPower intends to build and operate an approximate 50 megawatt renewable
fuel electric generating plant in Perry County, Kentucky. The plant will utilize
atmospheric fluid bed combustion technology and will be fired with wood biomass
or byproducts (sawdust, bark, wood chips, tip wood, low quality logs, etc.).
Engineering analysis and preliminary design are currently being conducted by
Sargent and Lundy, LLC, ecoPower’s engineers for the project.

ecoPower proposes to construct the bioenergy electric power generating facility
approximately 10-miles north/northwest of Hazard, Perry County, Kentucky. It
will be situated on 125-acres of a reclaimed coal mine within the Coal Fields
Regional Industrial Park located off US Highway 15 (refer to Figure 1 Site
Location Map).

ecoPower Generation, LLC Application to the February 12, 2010
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The proposed facility is depicted on Figure 2 Conceptual Site Plan; Figure 3
Setback, Site Layout and 2000-Foot Vicinity Map and Figure 4 2-Mile Site
Vicinity Map.

The proposed electric generating facility will include several buildings and the
following equipment:

e One fluidized bed boiler (FBB) with a maximum heat input of 672
mmBtu/hr (fired exclusively on biomass with propane available as the
startup fuel), and a steam turbine generator with a nominal gross output
of 50 MW,

e One propane fired auxiliary boiler;

e An air cooled condenser;

e Material handling systems that include, but are not limited to, two truck
dumps, receiving hopper, conveyors, roads, storage piles, silos, screens,
wood chipper, and wood hog;

e Ancillary equipment (i.e., emergency generator, fire water pump, and fuel
tanks); and

e Several buildings including: a boiler building; a turbine building; a wood
hog building; a chipper building; a warehouse/shop building; and a
service building;

e 69 KV transmission line.

The boiler and steam turbine generator will produce a nominal 50 MW-gross
electrical output. The FBB will be designed to generate 450,000 Ib/hr of steam,
operate at 950°F and 1,800 psig, and have an air cooled condenser to reduce
water use. The boiler will be fired by blended biomass that includes bark, wood
chips, chipwood, and sawdust. A propane-fired auxiliary boiler will be utilized to
provide steam during startup of the main boiler.

A planned 1,600 kW, diesel-fired emergency generator and a 450 hp, diesel-fired
emergency fire water pump will be used in emergency situations (i.e., interrupted
electrical supply, wood fires) at the facility. Diesel storage tanks for these two
units, as well as a tank to supply diesel fuel for facility heavy equipment will be
located on site.

2.2 Plant Site Location

The Project will be located on approximately 125 acres of land on a reclaimed
coal mine in the Coal Fields Regional Industrial Park in Perry County, Kentucky.
The site is accessed from US Highway 15, approximately 10 miles
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north/northwest of Hazard, Kentucky (refer to Figure 1 Site Location Map and
Figure 3 Setback, Site Layout and 2000-Foot Vicinity Map). Approximate
coordinates for the center of the site are:

Latitude 37°22'29 N

Longitude 83° 16' 23" W

The site is not within the boundaries of any city. The subject property is in the
jurisdiction of the Perry County Fiscal Court. The site is approximately 10 miles
north/northwest of Hazard, Kentucky and 14 miles southeast of Jackson,
Kentucky. See Figure 3, Setback, Site Layout and 2000-Foot Vicinity Map
and Figure 4, 2-Mile Site Vicinity Map.

The property is owned by Coal Fields Regional Industrial Authority, Inc. and the
Applicant has an Option to Purchase the property, a copy of which is included in
Exhibit A1 Site Option Agreement. A copy of the property survey has been
included as Exhibit A2 Survey.

2.3 Proposed Transmission Line

ecoPower proposes to construct a 69 KV transmission line sufficient to transmit
the electric power generated to the existing Kentucky Power Engle substation.
The substation is located at the entrance to the Coal Fields Regional Industrial
Park, a distance of approximately 1-mile from the Project property boundary
(1.54-miles overall). The transmission line will exit the ecoPower property at its
southeast corner and will traverse south-southeast over currently existing
easements or easements to be acquired for this purpose. The transmission
route is depicted on Figure 5, Transmission Route and 1-Mile Vicinity Plan.
Design drawings depicting the structures and appurtenances are included as
Figures 6 and 7.

The 1.54-mile line will operate nominally at 69 kilovolts (kV) centered in a 100-ft
right-of-way, and have a current capacity of 650 amperes. The proposed
transmission line and appurtenances will be constructed and maintained in
accordance with accepted engineering practices and the National Electric
Safety Code.

Pole Details

Column 2 of the following table identifies the type of pole at each location.
Figure 7 provides a configuration for the pole at each pole location. The
arrangement and details are conceptual but will be representative of the final
design. In general, the transmission line is supported by wood poles, both guyed
and self-supported, which will typically span up to 600 ft. Tubular steel poles are
used where longer spans are required.

ecoPower Generation, LLC Application to the February 12, 2010
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The conductor will be 477 kcmil 26/7 ACSR “Hawk”, and the shield wire will be
7#8 Alumoweld.

Proposed Structure Access Table

Pole No. | Type Property Proposed Access

(See Fig. | (See Fig. | Owner

6) 7)

WP1 TS-5G ecoPower 200-ft spur road from plant.

WP2 TP-69G | ecoPower Existing paved road.

WP3 TP-69G | ecoPower 180-ft spur road off existing
paved road.

WP4 TS-4G ecoPower 100-ft spur road off existing
paved road.

WP5 TP-69G | ecoPower 500-ft spur road off existing
paved road.

WP6 TS-5G Napier Heirs Existing paved road.

WP7 TS-4G Napier Heirs Improve existing dirt road.

WP8 TP-69G | AN.R. Coal Existing Road

SP9 Steel A.N.R. Coal 80-ft spur road off an existing

Pole DE road.
SP10 Steel Keith Miller 50-ft spur road off Keith Miller
Pole DE Drive. (Private)

WP11 TS-4G A.N.R. Coal Keith Miller Drive. (Private)

WP12 TS-4G A.N.R. Coal Keith Miller Drive. (Private)

WP13 TS-4G A.N.R. Coal Keith Miller Drive. (Private)

WP14 TP-69G | A.N.R. Coal 250-ft spur off Keith Miller
Drive. (Private)

WP15 TS-5G A.N.R. Coal Locate on Engle Substation
property.

The preceding table shows the proposed means of access to each transmission
pole, the current property owner, where the pole will be located and the type of
pole. The terrain is generally flat where proposed transmission poles are
located. Access to the poles will be from existing roads where possible, or from
spur roads.
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2.4 Transmission Line Route

The transmission line routing is shown on Figures 5 and 6. Figure 5 imposes
the transmission line route on an area map. Figure 6 shows the pole locations
along the route and designates pole structure types (wp = wood pole and sp =
steel poles). The route for the transmission line was selected to minimize impact
to residences or sensitive land, minimize impact on property parcels, minimize
overall route length, maximize use of existing linear corridors by following
existing transmission lines or roads, minimize number of line angles, and
minimize crossings of public roads.

The transmission line will travel across ecoPower property to its eastern
boundary and will then travel along an easement as shown on Figure 5,
Transmission Line Route and 1-Mile Vicinity Map. Figure 6 Transmission
Line Plan & Profile shows the location of the proposed line and all proposed
structures that will support it. Figure 5 also shows the proposed right-of-way,
existing property lines and the names of persons who own the property over
which the line will cross. The distance from the line to residential neighborhoods
is shown as well. There are no schools or public and private parks within one
mile of the proposed line.

The line will head southeast from the biomass plant switchyard, remaining on the
plant property for approximately a half-mile. This section will first be parallel to
an existing easement, and will then turn slightly northward to avoid the AOD
Transport, Inc. property.

The line then heads south along the western Payne Napier property line adjacent
to the eastern AOD Transport property line before turning southeast to parallel an
existing road for approximately 800 ft. Two steel poles will then be used to span
a 1400-ft wide valley. Spanning this valley will avoid placing several poles on the
steep slopes, minimizing clearing and grading, and impacts to vegetation and the
waterway located at the bottom of the ravine.

South of the ravine, the line will follow an existing private road until it crosses
Coalfields Industrial Drive and enters the existing Engle Substation. There are
existing distribution lines in this area which need to be crossed. There is also an
existing 69-kV line to cross to get into the Engle substation. These crossings and
access to the transmission poles at the substation will be addressed during
detailed design.

Three tracts of land will be crossed by the proposed Transmission line. The
owner of each tract has been identified on Figure 5 and notice has been given to

ecoPower Generation, LLC Application to the February 12, 2010
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each by letter (refer to Exhibit B1 Letters to Property Owners) in addition to a
Public Notice published in accordance with KRS 278.714 (Refer to Exhibit B2
Public Notice).

ecoPower has entered into discussions with the owners of the three tracts in
order to obtain easements for the route depicted on Figure 5. Mr. Grant Curry,
ecoPower Vice President for Fuel Procurement, has met with each of the three
owners and reports that each has stated a willingness to enter into an option for
an easement. Options will be executed upon completion of field checking the
designed line and development of the legal descriptions of each easement. As
part of the field checking process, ecoPower has worked with each affected
property owner to confirm the route is acceptable. The form of Option, Easement
and Memorandum of Option are included in Exhibit A3.

Transmission Route Alternatives

Prior to selecting the route described in this application and depicted on Figure
5, ecoPower analyzed several alternative routes. Initially, two primary routes
were chosen for analysis: the selected route which travels along the eastern
portion of the Industrial Park and a second route that traveled west from the
Engle substation to the point within the Industrial Park where Coalfields Industrial
Drive turns north toward the Project site. From that point, the proposed route
traveled parallel with Coalfields Industrial Drive to the edge of the property. The
two initial routes analyzed are shown on Figure 8 CSK-2.

The second western route was not chosen for the following reasons:

= In places where the transmission line paralleled the existing distribution
line or was planned to over-top the distribution line, the existing right of
way would require widening. In certain areas along the Coalfields
Industrial Drive, the right of way may impinge upon active property use.

= The transmission line would cross property where ownership is in dispute,
making it difficult or impossible to obtain easements.

= The transmission route would be longer and therefore more expensive
than the eastern alternative. The longer route would also be entirely on
property owned by others, increasing the number and cost of easements
required to successfully construct the line.

= The transmission line would likely be constructed over the top of portions
of the existing distribution lines, requiring coordination and increased
expense and risk in construction.

Following the preliminary selection of the eastern route, a potential to locate the
transmission line along the edge of the Weyerhauser property was evaluated.
This possible route would follow the eastern edge of the developed Weyerhauser

ecoPower Generation, LLC Application to the February 12, 2010
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property, to the intersection of the Weyerhauser access road with Coalfields
Industrial Drive, and then directly to the Engle substation. This route was
abandoned after field visits confirmed that a small cemetery was within close
proximity to the Weyerhauser property, potentially interfering with the line
construction.

Following elimination of the western route and the Weyerhauser route, the
selected route was adjusted as described above and depicted in Figures 5 and
6.

2.5 Site Conditions and Vicinity

The property has been previously surface mined and reclaimed for industrial
uses. The Coal Fields Regional Industrial Park contains both developed and
undeveloped industrial tracts. Developed tracts and relative locations to the
Project are listed below:

Industrial Occupant Distance and Direction From Project

Sykes Communication Approximately 2,000 feet southeast

AOD Transport Approximately 2,500 feet southeast
Weyerhauser Approximately 3,000 feet south

M.B. Lumber Company Approximately 3,000 feet southwest
American Woodwork Approximately 4,500 feet south southeast
Pine Branch Coal Sales Approximately 5,000 feet south

The Coal Fields Regional Industrial Park is serviced by the following utilities:

Electric:  Kentucky Power Company
Water: City of Hazard (8" and 12” service lines)
Sewer: City of Hazard (8" and 10" service lines)

The design of the project calls for air cooling, which reduces potential water
needs from those of a water cooled system. As a result of this design decision,
ecoPower plans to obtain all process and other water from the City of Hazard,
pursuant to an agreement provided in Exhibit A4 Water Supply Agreement. In
the event of an interruption in service from the City of Hazard water supply,
ecoPower has designed water holding tanks as part of the Project which will
immediately supply the approximately 35-gallons per minute demand of the
process.

ecoPower has identified two secondary sources of water for use in the event the
water supply from the City of Hazard becomes unavailable. The first option for
secondary water supply will be the Hollybush impoundment which is located
approximately 4,000-feet to the northeast of the Project. This impoundment was
constructed in the 1980’s and has been maintained to service Pine Branch Coal
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Company in the immediate area. The impoundment no longer supplies water to
the coal company. According to an Annual Drainage Certification completed by
CBC Engineers in June 2009, the maximum design storage capacity of the
impoundment is 258.9 acre feet, or approximately 84.36 million gallons of water.
The June 2009 certification indicated that the impoundment was estimated to
contain 68.4 acre-feet of sediment reducing the estimated storage volume to
190.5 acre-feet or 62.07 million gallon. Review of the Discharge Monitoring
Records (DMRs) for the impoundment’s outlet (Outlet #644) indicated measured
flows from January 2008 through June 2009 ranging between 16 and 45 gallons
per minute.

ecoPower has conducted initial inquiries to determine the requirements to access
the water and has conducted water quality sampling to identify the type of
pretreatment that will be required to use the impoundment for process water.
Copies of analytical information and data are included in Exhibit A5 Hollybush
Impoundment Data.)

Another option for secondary water supply is the groundwater present beneath
the site within the overburden emplacement. Preliminary geotechnical
investigations for foundation design were conducted in 2009 and encountered
substantial water resources within the fill material at the site. Preliminary
calculations indicate these resources will be adequate to supply the low volume
required by the process. A more comprehensive study with several test wells is
being designed to confirm the preliminary data.

Waste water discharge is similarly low volume and ecoPower plans to discharge
to the City of Hazard subject to a pre-treatment agreement which will be entered
into as the potential wastewater constituents are developed during final design
tasks. The city of Hazard has confirmed that the sewage treatment system has
adequate capacity to handle the approximate 20-25 gallons per minute flow likely
from the facility.

Electric service to the Project will be accomplished through the proposed
transmission line, using a transformer to allow the Project to access service.

The Industrial Park is located in a rural area with commercial, industrial and
institutional (i.e., public airport) land uses generally located along major
transportation routes (i.e., State Route 15). Reclaimed coal mining operations
are located adjacent to the property with active mining in the nearby area.

The nearest incorporated community is Hazard, Kentucky, approximately 10
miles south. Nearby unincorporated communities are: Lamont, approximately
2.75 miles southwest; Rowdy, approximately 1.75 miles northeast; and Chavies,
approximately 5 miles southwest.
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Residential Neighborhoods and Structures

There are no residential structures or neighborhoods adjacent to the facility or
within 2000-feet of the proposed exhaust stack (refer to Figure 3 Setback, Site
Layout and 2000-Foot Vicinity Map). Various residences are located along
Tenmile Creek, State Route 15 and Grapevine Creek in proximity to the Project.

Figure 4, 2-Mile Site Vicinity Map depicts the closest residential structures and
those residential neighborhoods located within a 2-mile radius of the facility,
centered on the facility stack. The closest residential structures include a trailer
within the Industrial Park, located 3,000-feet to the south of the Project and
residential structures located along Tenmile Creek to the north and Highway 15
to the east, at a distance of over half a mile.

“Residential neighborhood” is defined by KRS 278.700(6) as “a populated area of
five (5) or more acres containing at least one (1) residential structure per acre”.
Most of the areas marked as residential neighborhoods consist of houses located
along Tenmile creek, Highway 15 or Highway 28, making the identification of an
appropriate “residential neighborhood” more difficult. Only two residential
neighborhoods, located to the east adjacent to the airport, consist of a cluster of
houses located in a planned development. ecoPower has been conservative in
defining areas as meeting the definition of residential neighborhood and has
included any area that potentially meets the definition.

Schools
There are no schools within 2 miles of the proposed Project. The nearest school
is the Chavies Elementary School approximately 3.5 miles southwest of the

Project.

Hospitals and Nursing Homes

There are no hospitals, clinics or nursing homes within 2 miles of the proposed
project. The nearest hospital, clinic and/or nursing home is located in Hazard
approximately 7 miles away.

Public and Private Parks

There are no public or private parks within 2 miles of the proposed Project. The
nearest public parks are in Hazard, approximately 7 miles away. The closest
state park or nature preserve is Buckhorn Lake State Park, approximately 10.75
miles west of the Project and the nearest federal park or nature preserve is the
Daniel Boone National Forest, approximately 25 miles northwest of the Project.
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3.0 PUBLIC NOTICE EVIDENCE

KRS 278.706(2)(c)

Evidence of public notice that shall include the location of the proposed site and a
general description of the project, state that the proposed construction is subject to
approval by the board, and provide the telephone number and address of the Public
Service Commission. Public notice shall be given within thirty (30) days immediately
preceding the application filing to:

1. Landowners whose property borders the proposed site; and

2. The general public in a newspaper of general circulation in the county or
municipality in which the plant is proposed to be located;

KRS 278.714(e)

Evidence that public notice has been given by publication in a newspaper of general
circulation in the general area concerned. Public notice shall include the location of
the proposed line, shall state that the proposed line is subject to approval by the
board, and shall provide the telephone number and address of the Public Service
Commission.

KRS 278.714(f)

Proof of service of a copy of the application upon the chief executive officer of each
county and municipal corporation in which the proposed line is to be located, and
upon the chief executive officer of each public agency charged with the duty of
planning land use in the general area in which the line is proposed to be located.

Notification letters to landowners whose properties border the proposed site and
transmission line were mailed by registered mail, return receipt requested,
beginning on December 15, 2009 and thereafter. Copies of the letters and a list
of landowners notified are provided in Exhibit B1 Letters to Property Owners.

Affidavits from the Hazard Herald of publication of the public notice on December
16, 2009 and on January 13, 2010 are provided in Exhibit B2 Published Public
Notice.

The application was delivered to County Judge Executive Danny Ray Noble and
proof of delivery is included in Exhibit B3 Proof of Service of Application to
County Judge Executive. There is no public agency charged with the duty of

planning land use in the general area in which the line is proposed to be located.
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4.0 COMPLIANCE WITH LOCAL ORDINANCES AND
REGULATIONS

KRS 278.706(2)(d)

A statement certifying that the proposed plant will be in compliance with all local
ordinances and regulations concerning noise control and with any local planning and
zoning ordinances. The statement shall also disclose setback requirements
established by the planning and zoning commission as provided under KRS
278.704(3);

No local noise ordinances or regulations are applicable to the site, nor are there
any planning and zoning regulations or associated setback requirements for
Perry County. A letter from the Chairman of the Coal Fields Regional Industrial
Authority, Inc., Charles Colwell, stating that “there are no local planning and
zoning, or noise ordinances that apply to the affected property” is included in
Exhibit C1.

The Project is governed by the setback requirement of KRS 278.704 (2).

Exhibit C2 includes certification by the Applicant that the proposed plant will be
in operated compliance with all local ordinances and regulations concerning
noise control and with any planning and zoning ordinances applicable to the
Project.
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5.0 SETBACK REQUIREMENTS

KRS 278.706(2)(e)

If the facility is not proposed to be located on site of a former coal processing plant
and the facility will use on-site waste coal as a fuel source or in an area where a
planning and zoning commission has established a setback requirement pursuant to
KRS 278.704(3), a statement that the proposed site is at least one thousand (1,000)
feet from the property boundary of any adjoining property owner and two thousand
(2,000) feet from any residential neighborhood, school, hospital, or nursing home
facility, unless facilities capable of generating ten megawatts (LOMW) or more
currently exist on the site. If the facility is proposed to be located on site of a former
coal processing plant and the facility will use on-site waste coal as a fuel source, a
statement that the proposed site is compatible with the setback requirements
provided under KRS 278.704(5). If the facility is proposed to be located in a
jurisdiction that has established setback requirements pursuant to KRS 278.704(3),
a statement that the proposed site is compatible with those established setback
requirements;

KRS 278.704 (2) applies to the Project. This regulation requires that the exhaust
stack of the proposed facility should be at least one thousand feet from the
property boundary of any adjoining property owner and two thousand feet from
any residential neighborhood, school, hospital or nursing home facility.

The proposed Project stack is located more than 2,000 feet from any residential
neighborhoods, schools, hospitals or nursing home facilities; and, therefore the
project is in compliance with the 2000’ setback requirement.

The stack is, however, less than 1,000 feet from adjacent properties owned by
two property owners. The properties within the 1000 radius are depicted on
Figure 3, Setback, Site Layout and 2000-Foot Vicinity Map. Portions of the
Coal Fields Regional Industrial Park, located directly south of the Project, are
within the 1000-radius from the proposed Project stack location. These lots are
vacant, waiting for industrial development in accordance with the purpose of the
Industrial Park. A portion of property owned by Mountain Properties, Inc.,
located to the west of the Project, is within the 1000-radius. This property is
vacant and was previously surface-mined, as was the majority of the immediate
area.

KRS 278.710 (4) allows the Siting Board to grant a deviation from these setback
requirements if the proposed facility is designed and located to meet goals of
other applicable statutes (KRS 224.10-280, 278.010, 278.212, 278.214, 278.216,
278.218, and 278.700 to 278.716) at a distance closer than those specified
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above. Both of the above listed property owners are aware of the plans for the
property and have expressed their support for the Project (See Exhibit D).

The legislative history and statutory language of the statute suggest that the
primary purpose of the setback requirements is to protect the assumptions and
expectations of property owners who had no reason to expect the construction of
a merchant power plant near their property.

As both property owners are aware of and in support of the proposed Project, the
applicant requests that a deviation from the setback requirements be issued
based upon a finding that the proposed project is designed and located to meet
the goals of applicable statutes at a distance closer than 1,000 feet.
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6.0 PUBLIC INVOLVEMENT ACTIVITIES

KRS 278.706(2)(f)

A complete report of the applicant's public involvement program activities undertaken
prior to the filing of the application, including any use of media coverage, direct
mailing, fliers, newsletters, public meetings, establishment of a community advisory
group, and any other efforts to obtain local involvement in the siting process;

ecoPower has made a substantial effort to engage the public in numerous ways.
Following is a brief description of public involvement program activities
undertaken prior to the submission of this Application. ecoPower will continue
these efforts and will participate in public notice, comment and public hearings
which may be initiated due to ongoing permit activities.

* In August, 2009, Richard Sturgill, the chairman of ecoPower, discussed
the project concept and preliminary plans to build a renewable fuel
biomass power plant in eastern Kentucky with the Mayor of Hazard.

= In August, 2009, the Coal Fields Regional Industrial Park Board expressed
their interest and support for the Project (see letter of support Exhibit E1).

= In September, 2009, representatives of ecoPower met with officials from
the Coal Fields Regional Industrial Authority and discussed the possible
acquisition of property in the Coal Fields Industrial Park as a site for the
ecoPower biomass power plant.

= On October 6, ecoPower made a presentation to the Industrial Park
Authority Board and requested the Board grant ecoPower an option to
purchase 125 acres in the Industrial Park. The Authority Board approved
the request unanimously. (see Presentation to Board Exhibit E2).

= ecoPower held pre-application meetings with the Kentucky Economic
Development Finance Authority (KEDFA), the Energy and Environmental
Cabinet’s Division of Air Quality (DAQ), and the Siting Board.

0 An application for tax incentives under the Incentives for Energy
Independence Act was submitted to KEDFA and a total of
$15,000,000 in potential incentives was approved.

0 An application for an air permit has been filed with the DAQ and is
currently under review.

o0 A Notice of Intent to file this Application with the Siting Board was
filed on December 16, 2009 and this Application for Construction of
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the Merchant Plant and associated transmission line is filed on
February 1, 2010.

= ecoPower has reached out to the environmental community as well.
ecoPower met with representatives of the Sierra Club on November 3,
2009 to discuss and explain the project and respond to questions and
concerns. On November 6, 2009, ecoPower met with the Kentucky
Resources Council to review plans for the facility and discuss the
permitting tasks that the Project will face. On January 15, 2010,
ecoPower met with additional members of the Sierra Club to describe the
Project and encourage questions from this community. All meetings were
cordial and encouraging.

= Public Notice of the intent to file this application with the Siting Board was
placed in the Hazard Herald on December 16, 2009 and on January 13,
2010. Copies of the published Notices are included in Exhibit B2.

= On December 16, 2009, an article describing the project was published in
the Hazard Herald. A second article about the Project was published in
the Hazard Herald on December 30, 2009, discussing the Project and its
potential impact on the area and announcing the Open House to be held
January 5, 2010. Copies of the published articles are provided in Exhibit
ES.

= ecoPower has made a personal effort to meet with adjacent property
owners to discuss the Project and respond to any questions. To date,
ecoPower has met several times with all adjacent property owners and
numerous citizens who live within the surrounding area of the Project.

= Adjacent land owners to the project were notified of the pending project by
letters mailed on December 15, 2009 and thereafter. Copies of those
letters are included in Exhibit B1.

= ecoPower members met with the Perry County Fiscal Court on December
15, 2009 to discuss the project and respond to questions. Minutes of that
meeting are included in Exhibit E4.

= On December 15, 2009, Gary Crawford, CEO of ecoPower and Grant
Curry, Vice President for Fuel Procurement, were interviewed by WYMT-
TV, a primary station in eastern Kentucky, about the project and the story
was aired on December 15, 2009 on the 6:00 pm and 11:00 pm
broadcasts. A copy of the interview, as aired, is included on the
accompanying disc to this Application. Additionally, a copy of the story
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was posted on the WYMT News website. That story has been included in
Exhibit E5 together with 20 comments posted in response.

= On December 17, 2009, WSGS radio, a local station in the Perry County
area discussed information contained in a press release issued by
ecoPower on December 10, 2009. A copy of the news release is included
in Exhibit E6.

= ecoPower has created a website available to the public that provides
information about the company and the Project: www.ecopg.com.
Additionally, a brochure describing the project and company has been
created and is being distributed to community members and neighbors of
the Project as ecoPower staff meets with them. A copy of the brochure is
included in Exhibit E7.

= ecoPower has established an office in Hazard to be the focal point of
public information. It is staffed by Grant Curry, ecoPower’s Vice President
for Fuel Procurement. Mr. Curry is a professional forester with over 20
years experience in wood procurement and sustainable forest
management.

= ecoPower published an advertisement on December 30, 2009 about an
Informational Open House to be held on January 5, 2010 at the Chavies
Elementary School to meet neighbors of the project and provide a chance
to ask and answer questions. A copy is included in Exhibit ES8.

= A flyer was created to use as a hand out to homes and businesses in
proximity to the Project to encourage attendance at the public meeting.
The flyer included contact information for questions and the general
website address, as well as the personal contact information for Grant
Curry, local ecoPower spokesperson. A copy is included in Exhibit E9.

= The public meeting was held on January 5, 2010 at the Chavies
Elementary School. That morning, Perry County closed its schools due to
snow and cold. ecoPower contacted the local media (TV, Radio,
Newspaper) and asked them to announce that the Open House would be
conducted as planned. The Hazard Herald placed a story on their internet
page to remind readers of the Open House and WSGS-FM aired reminder
announcements. Various displays and information were made available at
this meeting including sample wood materials ecoPower will use to fuel
the plant, brochures, site maps, and process descriptions. ecoPower
personnel met with members of the community and answered questions
for over 2 hours. Sign-in sheets are included in Exhibit E10. Summaries

ecoPower Generation, LLC Application to the February 12, 2010
KY State Board on Electric Generation and Transmission Siting Page 17
Case No. 2009-00530


http://www.ecopg.com/

of comments from the open house attendees are included in Exhibit E11
and photographs of the event are attached as Exhibit E12.

= WYMT-TV covered the Open House on January 5, 2010 and their report
aired that evening on the 11pm News broadcast.

= WSGS-FM aired a story about the Open House and the Project on
January 6, 2010 and indicated an optimistic response from the attendees.
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7.0 EFFORT TO LOCATE NEAR EXISTING ELECTRIC
GENERATING FACILITIES

KRS 278.706(2)(g)
A summary of the efforts made by the applicant to locate the proposed facility on a
site where existing electric generating facilities are located,;

It is clear from events on a national and international level that increasing power
generation from renewable fuel sources is encouraged. Review of Governor
Beshear’s “Intelligent Energy Choices for Kentucky’s Future — Kentucky’s 7-Point
Strategy for Energy Independence” reflects this same concern with several of the
Strategies directly addressing the need for increased use of biofuels to generate
energy. A significant issue with bioenergy production is the difficulty of
transporting large volume, low-density fuels to a large generating facility.

ecoPower has solved this problem, making bioenergy more cost effective and
increasing the likelihood of long term success. The essential and unique aspect
of ecoPower’s business plan is to take the power generating unit to the fuel,
thereby reducing dramatically reducing the cost and logistics associated with
transporting the fuel out of the area.

Eastern Kentucky is highly engaged in timbering and wood products
manufacturing. These activities create a large volume of unused wood
byproducts that are currently stockpiled, disposed of or transported out of state
for reuse. ecoPower is locating within the midst of the source of these wood
byproducts and will create a market for them on the local level.

In order to locate the generating plant where the fuel is, ecoPower must locate
within eastern Kentucky. There are no currently existing generating facilities
located in eastern Kentucky that would be available to co-locate the ecoPower
facility (refer to Exhibit F Electric Generating Facilities Located in Eastern
Kentucky). The one facility depicted on the map, Kentucky Mountain Power,
has never been built. Therefore, ecoPower has planned to build the first
bioenergy generating plant in southeastern Kentucky.

The lack of existing electric power generating facilities within the fuel source area
eliminated the possibility of co-locating the ecoPower facility with an existing
power generation facility.
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8.0 PROOF OF SERVICE

KRS 278.706(2)(h)

Proof of service of a copy of the application upon the chief executive officer of each
county and municipal corporation in which the proposed facility is to be located, and
upon the chief officer of each public agency charged with the duty of planning land
use in the jurisdiction in which the facility is proposed to be located;

Proof of service of a copy of the Application on County Judge Executive Denny
Ray Noble is included in Exhibit B3. The Project is not located within an
incorporated city, and is not subject to a planning land use agency.
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9.0 EFFECT ON KENTUCKY'S ELECTRICITY TRANSMISSION
SYSTEM

KRS 278.706(2)(i)
An analysis of the proposed facility's projected effect on the electricity transmission
system in Kentucky;

ecoPower has initiated the process to determine the potential impact of the
Project on the electric transmission grid by filing an Interconnection Request with
PJM Interconnection (“PJM”). A copy of their acknowledgement is included in
Exhibit G1. The initial stage of the study, the Feasibility Study was scheduled to
be completed by January 31, 2010. The following two stages will be conducted
following completion of the Feasibility Study.

In addition to the process initiated with PJM, Sargent & Lundy, the engineering
firm advising and designing the project, has completed a “Transmission
Feasibility Study for Engle Substation” a copy of which is included in Exhibit G2.
The study analyzed the feasibility of injecting 50MW of generation at Kentucky
Power’'s Engle 69kV substation, the intended grid connection point for the
Project.

A power flow study was conducted to identify transmission facilities that would
overload based on their thermal rating when injecting generation. The results of
the power flow study for the new generation case shows no overloads requiring
mitigation, even in the case that key local facilities are out of service, commonly
referred to as “First Order Contingency Planning” in industry parlance.

Discussions with PJM indicate the Feasibility Study is on schedule and will
confirm the findings in the Sargent & Lundy report.
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10.0 LOCAL ECONOMIC IMPACT

KRS 278.706(2)(j)
An analysis of the proposed facility's economic impact on the affected region and the
state;

The overall economic impact of the project to the surrounding area will be
significant. This impact will occur in two distinct phases, the construction phase
— expected to last 2-3 years - and the operating phase — with a life of 30 years or
more. The benefits to the community will include the scores of construction labor
jobs created during the construction period, the creation and/or support of
numerous jobs in the regional logging and transportation industries, a substantial
increase in the local tax base and the benefits of a viable and long term employer
and corporate citizen in the region. The Project will provide renewable power,
and its commitment to sustainable forest management and the use of
underutilized low value timber and wood manufacturing byproducts will promote
the health and economic viability of the region’s forests for decades to come.

The Kentucky Economic Development Cabinet has studied the economic impact
of adding or losing 100 jobs in any area of Kentucky (refer to Exhibit H1
Economic Impact of Gaining or Losing 100 Jobs). The Project will be located
in a region that has lost jobs in the past couple of years. Like other regions of
Kentucky, this area understands the pain of losing 100 jobs. Perry County will
benefit from the increase in employment that will result from the Project.

The information in Exhibit H1 is organized by industrial sector. ecoPower, while
a merchant plant and not regulated by the Public Service Commission, would still
qualify as a utility. The utilities industrial sector represents the highest potential
impact to the economy when compared with other sectors. This is reflected in
both dollars into the economy and number of indirect and induced jobs.

Extrapolating from the general figures provided by Exhibit H1, ecoPower’s 40
operational jobs should result in over $16,000,000 in economic benefit; over 100
jobs, including direct, indirect and induced jobs; and about $2,400,000 in
estimated state and local taxes. These estimates are based on the figures in
Exhibit H1. Following is a discussion that supports these generalized numbers.

Economic Impact of Construction
The construction of the ecoPower project will occur over an approximate two

year period, with commercial operation anticipated to begin in early 2013. During
construction there will be an average of 200 craft and contract workers on site.
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Many of these workers will be residents of the eastern Kentucky area or workers
who temporarily relocate to the area for the term of the construction. In addition
to these skilled labor positions, there will be construction management positions
including a Project Manager, Project Engineer and various support engineers,
construction superintendents and construction managers.  There will be
approximately 30 of these highly paid positions during the construction period.

The total capital expenditure for the project will be over $150,000,000. Typically
60% of capital cost is equipment and materials and 40% is labor. Based on this
distribution, approximately $90,000,000 will be spent on equipment and materials
and approximately $60,000,000 on labor. Using a conservative multiplier of 2.5%,
every dollar of new expenditure in a community produces $2.50 in additional
income. Therefore, the impact of the construction of the ecoPower project on the
regional economy will be quite large. Assuming that a minimum of 50% of the
construction labor dollars and 5% of the value of construction materials will flow
directly through the regional economy, the total economic impact on the region
during the approximate 2 year construction period will be at least $82,500,000.

Economic Impact of Operations

Once construction is completed, the plant will operate 24 hours per day, seven
days per week with a significant contingent of employees to operate and maintain
the plant during regular work days and a reduced staff operating the plant on the
night shifts and weekends.

ecoPower will have approximately 40 full time employees, in positions such as
plant manager, plant operators, fuel procurement specialists, wood yard labor
and security personnel. During the operational phase of the plant ecoPower will
maximize local hiring by seeking assistance from the local vocational school and
community college to train potential employees. While a few highly skilled
personnel may come from outside the region, it is expected that the majority of
the work force can be recruited and trained locally. The annual payroll for the
operation of the plant will be in excess of $2,600,000.

The plant will purchase wood biomass, byproducts, pulp wood, and forest
product residuals for fuel. Supply of these commodities will result in numerous
truck drivers hired to transport the materials from their point of origin to the plant.
The annual labor expense for this transportation service is expected to be about
$1,500,000.

L A multiplier of 2.5 assumes that $0.60 of each dollar of additional income is spent, a conservative
assumption for a depressed region like eastern Kentucky.
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Periodically the plant will undergo major maintenance. These outages will
employ significant numbers of skilled craftsmen, similar to those employed during
plant construction. It is expected that the annual labor cost for these
maintenance activities will range from $100,000 to as much as $2,000,000.

The first year operating budget for the project includes the following annual
expenditures:

Payroll $ 2,618,000
Fuel Expenditure $12,495,000
Water Expenditure $ 90,000
Operation & Maintenance Expenditures $ 1,104,000
Total $16,307,000

It is expected that annual expenses will increase at a rate of 2.5% to 3% per
year.

Economic Impact of Fuel Supply

The plant will purchase wood industry byproducts, low quality logs and other
woody biomass for fuel from an approximate 75-mile radius of the Project.
Approximately 500,000 tons of fuel will be used annually. Pine Mountain
Lumber, the sister company of ecoPower, will supply at least 1/4 of the fuel. Fuel
will be transported to the site by truck by various loggers and other vendors.
Previously, the Coalfields Regional Industrial Park site contained a large
engineered lumber manufacturer, Weyerhaeuser, which used over 400,000 tons
of wood per year, a similar volume to that planned for the ecoPower facility. This
business is no longer in operation. However, the Weyerhaeuser facility was able
to utilize only 6 of the 35 commercially available hardwood timber species
present in the ecoPower procurement area. ecoPower will be able to utilize all
commercial hardwood timber species present in the same procurement area.

The wood biomass used by ecoPower will come from a variety of sources,
species, and parts of trees. By providing a market for underutilized low quality
logs, ecoPower will provide eastern Kentucky landowners an unprecedented
opportunity to improve the health and vigor of their forests for future generations.
By providing a market for wood manufacturing byproducts ecoPower will improve
the strength of existing forest product industries. The Project will help foster and
promote sound forest management practices, including sustainable harvesting,
conservation and optimizing the economic value of our forest resources. The
importance of sustainable forestry practices is a focus for ecoPower. The
company employs a professional forester responsible for promoting sustainable
forest management and fuel procurement.

ecoPower Generation, LLC Application to the February 12, 2010
KY State Board on Electric Generation and Transmission Siting Page 24
Case No. 2009-00530



Downstream Economic Impacts

In addition to the direct payroll expenditures, the presence of the Project will
benefit other businesses and industries in the area. The Industrial Park will
benefit directly as the Project will occupy 125 acres in the Coalfields Regional
Industrial Park. The Project will reinvigorate the industrial park by replacing jobs,
revenue and ancillary economic activity that were lost when the Weyerhaeuser
plant located just south of the ecoPower site closed in 2009.

Payroll flowing to both construction workers and full time operations staff will
increase spending in the region for food, travel and entertainment. The housing
market in the Project area will also benefit from the Project, both with temporary
housing needed for the construction staff and longer term housing purchases by
operational staff either moving into the community or current residents, moving
up in housing choices due to a stable work environment.

Economic Impact to Property Tax Receipts

The impact of the project on public tax receipts will also be significant. As only
one example, looking at a reasonable estimate of the impact relating to property
taxes is illustrative. Following discussions with the Perry County Property
Valuation Administrator’s office, the beneficial impact for the area will be
significant. Assuming that the property in Perry County would increase in value
by $90,000,000 with the construction and operation of the power generating
facility, potential tax receipts impacts of over $560,000 annually would be
realized as follows:

. Resulting taxes would probably be a combination of real property taxes
and tangible (machinery & equipment) taxes. The listing below is the
result of applying tax rates for Perry County Common Districts (refer to
Exhibit H2 Perry County 2009 Tax Rates) to an allocation of 40% of
the increased value to real estate and 60% to machinery & equipment.
This analysis which is an estimate, includes the exemption of
manufacturing and pollution control equipment from local taxation.

$290,905 to the state

$37,260 to the county

$149,040 to the school system

$83,169 to the library, extension service, health
department, soil conservation, etc.
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These tax revenues would support the community every year for years. These
rough estimates do not consider the impact of payroll taxes, sales taxes or other
revenue streams. Nor do these figures represent the down stream effect of the
additional jobs created to support this venture.

Impact to Employment

The Labor Market for the Project area includes at least Perry, Breathitt, Floyd,
Knott, Letcher, Leslie, Clay and Owsley Counties. The Project will have a
significant beneficial impact on this labor market first with the construction jobs to
be filled, then with permanent employment and the expected increase in jobs in
associated industries.

o
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Perry County Labor Market

The labor force in this defined region has experienced an increase in
unemployment over the past several months of the current recession. The
statistics below, from the U.S. Department of Labor, Bureau of Labor Statistics
illustrate the impact of the loss of jobs within the labor market with a doubling of
unemployed from 6.9% to 12.7% in the space of one year. Prior to the current
downturn, the unemployment rate in this area had been fairly stable although
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markedly higher than Kentucky as a whole. The construction and operation of

the Project will have a beneficial impact on these numbers.

Civilian Labor Force

Perry County

Labor Market Area

2008 Oct. 2009 2008 Oct. 2009
Civilian Labor Force 11,152 11,445 69,094 70,145
Employed 10,378 9,987 63,802 61,316
Unemployed 774 1,458 5,292 8,829
Unemployment Rate (%) 6.9 12.7 7.7 12.6

Source: U.S. Department of Labor, Bureau of Labor Statistics.
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11.0 ENVIRONMENTAL VIOLATION RECORD

KRS 278.706(2)(k)

A detailed listing of all violations by it, or any person with an ownership interest, of
federal or state environmental laws, rules, or administrative regulations, whether
judicial or administrative, where violations have resulted in criminal convictions or
civil or administrative fines exceeding five thousand dollars ($5,000). The status of
any pending action, whether judicial or administrative, shall also be submitted

Neither ecoPower, nor any person with an ownership interest in the Project, have
violated any federal or state environmental laws, rules or administrative
regulations. There are no pending judicial or administrative actions for violating
any environmental requirement that have been filed against ecoPower or any
person with an ownership interest.
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12.0 SITE ASSESSMENT REPORT

KRS 278.706(2)(1)

A site assessment report as specified in KRS 278.708. The applicant may submit
and the board may accept documentation of compliance with the National
Environmental Policy Act (NEPA) rather than a site assessment report.

The Site Assessment Report is included in Exhibit J.
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13.0 ENVIRONMENTAL PERMIT LIST

KRS 278.704(1)
The certificate shall be conditioned upon the applicant obtaining necessary air, water
and waste permits.

Construction and operation of the project is dependent upon receipt of several
state and federal permits. The following permits will have to be issued or
applications submitted for authorization of relevant portions of this Project.
Status of the applications is included with each permit discussion.

Kentucky Division for Air Quality: Synthetic Minor Title V Air Quality Permit
o0 Application submitted November 17, 2009; currently under review
Kentucky Division of Water: Stormwater Permit
o Application in development; anticipated submittal in the first quarter
of 2010
Kentucky State Board on Electric Generation and Transmission Siting
o0 Application submitted February 12, 2010
Stack Height Obstruction Determination — Federal Aviation Administration
o0 Application in development; anticipated submittal first quarter 2010
Kentucky State Approval of FAA Certificate
o Application in development; anticipate submittal on receipt of FAA
certificate

A copy of the Air Permit Application is provided in Exhibit K.
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Figure 1
Site Location Map
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Figure 2
Conceptual Site Plan
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Maps will be sent as pdf files by e-mail or on CD at no cost to the party. If
printed "oversized" maps are requested, there will be a charge of $8 per
sheet.

Maps will be available for viewing at the Public Service Commission and at
any public hearing.



Figure 3
Setback, Site Layout and
2000-Foot Vicinity Map
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Figure 4
2-Mile Site Vicinity Map
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