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AFFIDAVIT 

Tiiiiotliy C. Moslier, upoii first beiiig duly sworii, hereby iiialtes oath that if tlie lorcgoing 
questions were propouiided to hiin at a lieariiig before tlie Public Service Coinmission of 
Kentucky, lie would give the aiiswers recorded following each of said questions and that 
said aiiswers are true. 

Tiiiiotliy C. Moslier 

Commonwealth of I<eiituclty j 
j Case No. 2009-00545 

County of Fraiddiii 1 

Subscribed aiid sworii to before me, a Notary Public, by Tiiiiotliy C. Moslier this 

// % day of 2010" 

My Coiiiiiiissioii Expires 



AFFIDAVIT 

Errol I< Wagner, upoii first beiiig duly sworn, liereby iiialtes oath that if tlie loregoing 
questions were propounded to him at a lieariiig before the Public Service Cominission 01’ 
Kentucky, lie would give tlie aiiswers recorded following each of said questions and that 
said answers are true. 

Coiiiiiioiiwealtli of I<eiitucky ) 
) Case No. 2009-00545 

County of Fraiiltliii 1 

Subscribed aiid sworn to before iiie, a Notary Public, by Errol I< Wagiier this /p dayof 20 10. 

My Coiiiiiiissioii Expire 



Yay F. Godfi'ey, upon fiIst being duly sworn, hereby makes oath ihat if the foregoing 
questions were propounded to him at a. heaing before the Public Service Coinmission of 
ICentuclcy, he wouId give the amweis recoi ded following each of said questions md that 
said aiiswers a e  true 

.I-+- < 
C0unt.y of FIaillcliri ) 

Subscrib d and swom 10 before me, a Notary Public, by Jay I; Godfiey this //& 
day 2010 



Scott C. Weaver, upoii first being duly sworn, hereby iiialces oath that if the foregoing 
questions were propounded to hiin at a hearing before the Public Service Coininksion of 
Kentucky, he would give the answers recorded following each of said qucstiom arid that 
said aiiswers are true. 

State of Ohio ) 

Cotuity of Fraiilcliii 1 
>ss 

& 
Sulxcribed aid sworn to before me, a Notary Public, by Scott C. Weaver this [ ! 
day of Ff [?,-~w-J 2010. 
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Please coiifiriii tliat tlie Compaiiy does not plaii aiid will coiiiiiiit to not seek iii tlie hture a 
proforiiia increase froiii its per books coiiiinoii equity for rateiiialtiiig purposes to 0 Cfset aiiy debt 
tliat is imputed by the debt rating ageiicies for off-balance sheet obligations. If tlie Coiiipaiiy is 
uiiwilliiig to iiialte this coiiiiiiitiiieiit, then please explaiii why it is iiot willing to do so. 

Kentucky Power regularly evaluates its capital structure and its need for additional capital, 
whether in tlie foriii of debt or equity, based up011 tlie coiiditioiis that exist at the time o r  the 
evaluation, aiid the coinpaiiy's tlieii-uiiderstaiidiiig o€ likely fbture operating coiiditioiis. The 
evaluation is uiidertalceii to deteriiiiiie the best course for the coiiipaiiy aiid all o r  its stalteliolders. 
As a result, the Company cariiiot reasonably iiidce a commitment to talte, or forswear froin 
talting, aiiy particular course of action €or all time in respoiise to soiiie liypotlietical liltLIre action 
by an urispecifiecl rating agency with respect to uiiicleritified "o€f-balance sheet obligations. 'I 

WITNESS: Errol I< Wagiier 





IQSC Case No. 2009-00545 
KIUC First Set of  Data Request 

Dated January 29,2010 
Eteiii No. 2 
Page 1 o f 1  

entuelcy Power company 

REQUEST 

Please confiriii that tlie Coiiipaiiy's renewable eiiergy purchase will provide tlie Company with 
additioiial energy, thus allowing additioiial eiiergy sales to other AEP companies aiid third 
parties. Please explain. 

RESPONSE 

Yes. Renewable eiiergy resources sucli as tlie wind eiiergy purcliase power agreement are 
cledicated resources. Energy output froiii these resources are assigiied to a specific AEP operating 
compaiiy. As eiiergy is received from the suipplier, it displaces eiiergy that would otlierwise be 
used to serve the Compaiiy's native load requirement. This displaced eiiergy iiiay potentially be 
used to iiicrease eiiergy exchanges to otlier AEP coiiipaiiies or to iiicrease of€-systeli1 sales (OSS) 
levels €or tlie Coiiipany. 

WITNESS: Scott C Weaver 
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Dated Jaiiuary 29,2010 
Item No. 3 
Page 1 of 1 

Y 

Please confirm tliat these additional energy sales will result [in] iiicreased off-system sales 
margins. Please explain. 

Sales margins are iiiflueiiced by iiiaiiy factors, many of wliicli are outside the coiiiiol of ilie 
Company. However, to the extent additioiial energy is available at times for off-systciii sales as a 
result of the Coiiipaiiy eiiteriiig into the Wind PPA, those sales may be Goiii Company souices 
that would iiot have been available lor olf-system sales had the wiiid PPA iiot beeii executed As 
a result, off-system sales margins may be iiicreased as a result of the Company i eceiviiig 
additioiial energy from the wind PPA. 

WITNESS: Scott C Weaver 
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Dated January 29, 2010 
Item No. 4 
Page 1 o f1  

REQUE§T 

Is the Coiiipaiiy williiig to coiiiiiiit that 100% of the jurisdictioiial portion of the additioiial off- 
system sales margins will flow to ratepayers ratlier than retaiiiiiig a portion 01 these additional 
margins? I€ the Coiiipaiiy is Liiiwilliiig to iiialte this commitment, theii please explain why i t  is 
not willing to do so. 

Any additioiial OSS iiiargiiis that result from renewable energy purcliases will be treated tlie 
saiiie as other OSS are treated per tlie t e r m  of the existing OSS sharing 1iieclianisiii. Please rerer 
also to tlie testiiiioiiy preseiited in the peiidiiig rate case, Case No. 2009-004.59. 

WITNESS: Errol I<. Wagiier 
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Item No. 5 
Page 1 o f 1  

REQUEST 

Please refer to Section V. Schedule 19 in Case No. 2009-00459: 

a. Please coiifiriii that €or tlie 12-iiioiitlis eiidecl 9/30/2009 ICeiitucky Power recorded 3,526,698 
mWli in sales for resale aiid 7,148,877 m W i  in retail sales. 

RESPONSE 

For tlie twelve moiith eliding Septeiiiber 30, 2009, I<PCo recorded 7,148,877 MWhs in retail 
sales aiid 3,621,543 MWis in total sales for resaIe (See Section V, Schedule 19, Line Nuiiibers 8 
and 13, co lL~l~~l l  3). 

WITNESS: Errol I< Wagner 





IWSC Case No. 2009-00545 
KIUC First Set of Data Requcst 
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entuclky Power company 

Please confiinii that the wind power contract in this case is expected to airnually produce 
311 proximate1 y 3 43,9 0 0 111 Wli. 

Yes. 

TNESS: Jay F Godfrey 
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Dated Yaniiary 29, 2010 
Bteiii No. 7 
Page 1 o f2  

tuclcy Power Company 

REQUEST 

What is tlie basis for purchasing 343,900 mWli of wiiid eiiergy wlieii I<eiitucl<y Power is long on 
eiiergy and is a iiet seller of significant ainouiits of eriergy off-system? 

RESPONSE 

The Coiiipaiiy recognizes that inaiidatory RPS requirements are liltely to be ultiiiiately required 
at the federal level. The U. S. House of Representatives’ recently-passed the Waxiiiaii-Markey 
Climate Change Bill (I-I.R. 2454) included a combiiied federal renewable eiiergy staiidard (RES) 
aiid eiiergy efficiency staiidard (EES) begimiiiig in 20 12,, plateauing at a 20 percent contribution 
level by 2020-with a miniiiiuni renewable eiiergy contribution coinpoiieiit at that point 01 1 5 
percent. Moreover, the U.S. Senate also recently passed out of its Energy aiid Natural 
Resources (E&NR) Coiniiiittee a coiiibiiied RES/EES (S. 1462) beginning in 201 1, plateauing at 
1 5 percent by 202 1-that woulcl then require a iiiiiiiiiitriii reiiewable eiiergy component of 1 1 
percent. 

The la1 gely ‘stand-alone’ RES/EES that was passed out of tlie Senate E&NR Committee earliei 
this year enjoyed bi-partisan support. The bill was voted out of coiiiiiiittee with 15 ayes, aiid 8 
nays (with Republican Coiiiiiiittee iiieinbers voting 4 aye, 6 nay). This is in contrast to the 
comprehensive Climate Change Bill (Waxman-Marltey) that passed olit of tlie ftill U. S I-Ioirse by 
a vote of 219-10-212 (with only 8 Republicans voting in favor). This could suggest that 
establishing, minimally, renewable eiiergy staiidards at the fecleral level could be [ai less 
coiiteiitious aiiioiig policy iiialters going-forward. 

Giveii tlie iiicreasiiig probability of fecleral renewable energy legislation-either as part of‘ 
compreliensive federal Climate CliaiigdGI-IG legislation, or as a uiiique “cai ve-out”--T<PCo and 
AEP have ctetermiiied it is reasonable to begin to add to their renewable energy portfolios now as 
part of their resource plaiming process. 



KPSC CZWC NO. 2009-00545 
KIUC First Set of Data Reqoest 

Dated January 29,2010 
Item No. 7 
Page 2 of2  

‘l’he Company’s decision to pursue aii expanded and accelerated renewable portfolio is also 
iiiflueiiced by the expiration om Deceiiiber 3 1, 2012 of the federal Production Tax Credits (PTCs) 
that are currently available for wiiid developers. PTCs for wiiid energy offer tax credit benefits 
to pro-ject developers equal to 2.1 cents per kilowatt-hour of renewable energy generated over the 
ten-year credit eligibility period. This would eqnate to an approximate pre-tax (revenue 
requirement) lmiefit of at least 3 ceiits/kWh, or over $3O/MWli for the first 10 years of 
operation. This 10 year subsidy equates to a are-tax 20-year levelized benefit of approxiniately 
$20/MWh . Therefore, without the PTCs subsidy provided to project owiiers, significant 
incremental costs would be iieeded to be passed tlu-ough by wind project developers to their 
wholesale purcliasers in order to reach their target rate of return, aiid coulcl result in a significant 
prospective increase in tlie cost of purcliased (or self-developed and owned) wind energy. 

WITNESS: Jay I; Godfrey 





IQSC Case No. 2009-00545 
KIUC First Set of Data Request 

Dated January 29,2010 
Eteiii No. 8 
Page 1 of 1 

For each month. from Septeiiiber 2008 to the preseiit, please provide a coiiiplete copy of the 
iiioiithly East Iiitercliaiige Power Stateiiieiit aiid Related Data provided to Kentucky Power by 
AEP Service Corporatioii. 

Due to tlie voluiiiiiious iiatture of tlie respoiise, attached is an electronic copy of the "East 
Iiitercliaiige Power Stateiiieiit and Related Data" for tlie iiioiiths Septeiiiber 2,008 through 
Deceiiiber 2009. 

WITNESS: Errol I< Wagiier 





P@SC Case No. 2009-00545 
KIUC First Set 0fDiIt-a Request 

Dated January 29,2010 
item No. 9 
Page 1 of 1 

REQUEST 

Please provide all cost-benefit studies in the possession of' I<entucky Power or AEP wliicli 
deiiioiistrate that tlie wind power contract at issue in this case is least cost. 

RESPONSE 

The WP evaluation was utilized to support the L,ee-Delcalb contract as tlie least reasonable cost 
renewable. Please re€er to Witness Godfrey's testimony, Exhibit JFG-3, which depicts the WP 
results. There were no other cost benefit studies performed. Please also r ek r  to the response 
provided in AG-1st Set, Item No. 7 as well as testimony provided by Witness Weaver, 
specifically Exhibit SCW-3. 

WITNESS: Jay I= Godfiey 
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Dated Yaniiary 29, 1010 
Iteiii No. 10 
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ower Company 

REQUEST 

Please provide all docuiiieiits, iiieinos, letters aiid e-iiiails in tlie possessioii of Tiiiiotliy C 
Moslier, Jay F. Godkey aiid Scott C. Weaver which discuss or describe the wiiid power contract 
at issue in tliis case. 

ESPONSE 

I<.eiitucky Power objects to the request as beiiig overbroad aiid ~i i id~i ly  burdensome. 
Notwithstanding this objection ICentucky Power refers the parties to the Application aiid 
accoiiipaiiyiiig testimony filed of record in this case. ICeiitucky Power also perfoi-iiied a good 
faith veview of the records of the ideiitified individuals aiid attached ai-e otlier clocuiiieiits, 
iiieiiios, letters aiid e-mails in tlie possessioii of Timothy C. Moslier, Jay 1;. Godfrey and Scott C. 
Weaver that discuss or describe the wiiid power contract at issue in this case, except for aiiy 
documents, iiieiiios, letters or e-iiiail iiivolviiig comimiiicatioiis protected by the attomey-client 
privilege or attorney work product doctrine. ICeiitucky Power objects to this Data Request to the 
extent it seeks the production of such protected coiiiiiiLuiicatioiis and docuiiieiits. 

Coiifideiitial protectioii of portions of the attacliiiieiit is beiiig requested iii the form 01 a Motion 
for Coiifideiitial Treatmeiit. 

WITNESS: Jay 1; Godfrey, Scott C, Weaver aiid Timothy C Mosher 
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Date 

Subject 

From 

TO 

December 18,2009 

Jay F. Godfrey 

Michael G. Morris 

Attached for your signature is the Renewable Energy Purchase Agreement 
For Wind Energy Resources between FPL Energy Illinois Wind, LLC (FPL) 
and Kentucky Power Company (KPCO). KPCO will purchase the energy, 
capacity and renewable energy credits produced from a I 0 0  MW share of the 
planned 240 MW wind farm, a share of roughly 40%. The initial 217.5 MW 
phase of the facility has been constructed and is expected to achieve 
commercial operational by the end of this year. However, KPCO’s obligations 
are subject to its obtaining a final, non-appealable order from the Kentucky 
Commission approving both the REPA and authorizing cast recovery through 
KPCO base rates. KPCO expects to make this filing on or about December 
23, 2009. The projected date for the Kentucky Commission’s order, and the 
projected start date of power delivery, is June 201 0. 

The Deal Approval Summary for this document is attached, showing that the 
appropriate Commercial Operations, Legal and KPCO personnel have 
reviewed and approved this document. 

Your signature is requested as Chief Executive Officer of KPCO. Please sign 
both signature pages where indicated and call me at audinet 220-6162 when 
the document is available to be picked up. 

cc (wlo encl.): 

Kevin T. Brady 
John C. Crespo 
Ve n ita M cC e I I o n -A I le n 
Timothy C. Mosher 
Robert P. Powers 
Barbara D. Radous 
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Pr oduct 

Kentucky Power Company (KYPCo) 
FPL Energy Illinois Wind, LLC 
PJM 
June 2010- June 2030 (20 years from Contract Stat  Date) 
Energy, Capacity and RenewabIe Energy Credits (RECs) 

Term: 
Product: 

ZOyr 
@/MWll) Source 

TJnder the Renewable Energy Puichase Agieernent (REPA), KYPCo will purchase a bundled 
product, (energy, capacity and RECs) produced fiorn a 100 n/Tw share of the planned 240 MW 
FPLEnergy Illinois Wind (FPL Energy), facility The initial 217 5 Nn;v phase of the FPL 
Energy facility has been constiucted and expected to achieve cornrneicial operational late 
December 2009 
(expected to be between June and October 2010 and within three days of Final Commission 
ode1 approving contract and iecovery of costs which) and continue for a twenty yea term The 
FPL, Energy wind faciIity will be located in Lee and Dekalb Counties, Illinois and inteiconnected 
into the CornEd system at the Stewart-Waterman 13SkV FPL Enexgy Illinois Wind, LLC, is a 
subsidiary of NextEra Energy Resouice, LC in which Florida Powei Rr. Light is the parent 
company 

The teim will commence upon the Contract S t a t  Date of the facility 

Time of Day Contract Pricing was utilized to incentivize FPL Energy wind to keep availability 
higher during the peak homs 

Premium Peak / MWh Weekdays: Jan/Feb/Jul/Aug/Dec 
Peak $ /MWh Weekdays: NLu/Apr/Pl/lay/~iin/Sep/C)ct/Nov 
Off-Peak $ /MCWh Nights, Weekends C% NERC Holidays: Jan - Dec 

L l_ll _^-.----- --- 
' T AEP Fundamentals (Production W e i n h i e d l 1  

Value shown does not take into considaation AEP pool settlement capacity 

Ihe AEP Gen Nub Simple Swap Fundamentals Cwve was used to value the 20 year term The 
AEP Fundamentals E C  cuiw was used to value the  ienewable poition of the transaction The 
AEP Fundamental Capacity Cuive was used beyond the cleared PJM Capacity MaIket pricing 



KPSC Case No. 2009-00545 
KlUC 1st Set of Data Requests 
Dated January 29,2010 
Item No. IO, Redacted Attachment 1 
Page 4 of 15 

The Reference case oi the AEP Fundamental curve (for energy and capacity) and SEA case for 
RECs utilized is in line with curves utilized by the IRP group in suppoitirig testimony for this 
ti ansaction 

This transaction was the iesult of a Request for Proposal (RFP) and represents the least cost 
project bid received A review was perfomed by the congestion analysis team using various 
sensitivities including wind additions to conipare potential impact at various regional delivei y 
points in the PJM footprint 

LIGHTS: 1) The Psuties will effectuate deliveiy and receipt via PJM 
e-Schedule at Day-ahead 1,M.P; Same as with physical deiivei y method Purchaser will be 
Iesponsible for Operating reseIve chaiges and receipt of all credits associated with deviation 
between Day-Ahead and Real time quantities; Capacity and RECs will he transferied in the same 
inannei as undei physical delivery; Purchaser will be iesponsible foi providing the day ahead 
fotecast; Sellei will be iesponsible foi offering the unit in as a Must Run resouice 2 ) the 
economic ciiitailment option to mitigate possible LMP risk (which is inherent with all generation 
in PJM) ieniains in the contract, however the exposure to Lh4P risk is expected to be mitigated 
via an e-Schedule option 3) A guaranteed availability clause is estabhshed to ensuie a minimum 
output fiom the facility in which FPL Energy Illinois Wind Farin LLC must compensate KYPCo 
for the output shortfall, subject to caps 4) Purchaser Conditions Piecedent Seclion 6.1) 
requires a final non-appealable order from the Kentnckv Commission approving both the RE,PA 
and authorkinR cost recovery through KYF'Co base xates (I(yPCo expects to make this € i h g  on 
or about 12/23/09); Sellei Condition Piecedent states that Purcliaset termiliation tight is waived 
if all requirements a e  not met in Section 6 I 

The execution helps to fullill KYPCo's wind component. contained in its Integiated Resouice 
Plan (IRP) This transaction is also substantially similar to the eleven preceding REE'As 
executed by AEP affiliates over the past two years totaling 903 MW which supports the 
Ameiican Electric Power annual Coxpot ate Sustainability Report to add 2,000 megawatts (Nw) 
of nameplate-rated Renewable capacity by 201 1 

ACCO G 

This wind agreement will receive accxual accounting tieatmerit For additional infoxmation with respect to 
accounting treatment, Iefer to the Accounting Conclusion section of FP'T &A's New Deal Sunimat y 

A~~~~~~~~ (Signatures After Customer Approval) 

. .. 
i 
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Timothy C: 
IVlosher/AS UAEPIN 
12/21/2009 08:39 AM 
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To Jay F Godfray/AEPIN@AEPlN, Errol I( 

cc Kevin T t3rarly/OR4/AEPlN@AEPIN, Todd D -8 

Wagnor/ASl/AEPIN@AEPlN 

Busby/AEPIN@AEPlN, Barbara D RadOLdAEPIN@AEPIN I<'>' 

hcc 

Subject Re: KYPCo Wind REPA Executed by M M B  

Tliariks Jay. Bob Powers was also impressed with the price. Titn 
Jay I: Godfrey 

Original Message ----- 
~ ~ o m :  Jay F Eodirsy 
Sent: 12/21 /2009 08:28 AM EST 
To: T i m o t h y  Mosher; Erro l  Wagner 
cc: Kevin Brady; Todd Busby; Darbaza Radous 
Subjeck: KYPCo Wind REPA Executed by MM 

Tim I Erroi 

This morning, Bob Powers walked nie into Mike Morris' office where h e  executed the REPA with FPL on 
behalf of KYPCo 
13s commented positively on the price and the provision for regulatoiy 11i.e-approval 

FPL liltewlse plans to execute this morning a s  well 

I will foiward to your learn later this today a pdf of the final doc with both parties signatures which will be 
the "Confidential Version" together with a redacted version for public view 

Regards, 

Jay  Godfrey 
Managing Director 
Renewable Energy 
Amerlcan Electric Power 
155 W. Nationwide Blvd 
Columbus, OH 43215 
Phone: (614) 583-6'162 
Fax: {G14) 583-1615 
jfgodfrey@aep.com 

This message (Includlng any attachments) contains confidential information intondsd for a specific 
individual and pirpose, and is protected by law. If you are not the intended reciplent, you should delete 
this message and are hereby notified that any disclosure, copying, or distribution ofthis message, or the 
taking of any action Iiased on it, is strictly prohibited. 

mailto:jfgodfrey@aep.com

