
A T T  0 R N E Y S 

March 21,2013 

Jeff R. Derouen 
Executive Director 
Public Service Commission 
21 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-06 15 

E: Case No. 2012-00578 

Mark R Overstreet 
(502) 209-1219 
(502) 223-4387 FAX 
rnoverstreet@stites corn 

Dear Mr. Derouen: 

Enclosed please find and accept for filing the original and eight copies of Kentucky 
Power Company’s responses to the second requests for information propounded by Commission 
Staff, Kentucky Industrial TJtility Custorners, Inc., the Office of the Attorney General, and the 
Sierra Club. 

Also being filed today are the Company’s supplemental responses to KPSC 1 - 12 and 1 .- 
66, along with the Company’s supplemental responses to KITJC 1-9 and AG 1-37. 

A copy of this letter and the Company’s responses is being served by overnight delivery 
on the individuals indicated below and their associated counsel. Further, in  accordance with Mr. 
Nguyen’s request, a copy of the responses also is being served by overnight delivery on Messrs. 
Drabinski, Boismenu, and Buechel. 
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MRO 
cc: Michael L. Kurtz 

Jennifer Black Hans 
Shannon Fisk 
Joe F. Childers 
Robb Kapla 
Lane Kollen 
Tim Woolf 
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I N  THE MATTER OF: 

THE APPLICATION O F  H<ENTkJCI<Y POWER COMPANY FOR: 
( I )  A C E R T ~ ~ I C A T E  O F  PUBLIC CONVENIENCE AN NECESSITY ) 
AUTHORIZING THE TRANSFER TO THE COMPANY OF AN 
lJNDlVlDED 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 O F )  

RULINGS; (4) DEFERRAL O F  COSTS INCURRED IN CONNECTION ) 
WITH THE COMPANY'S EFFORTS TO MEET FEDERAL CLEAN A I R )  

) 

1 
1 

' r m  MITCHELL GENERATING STATION; (3) DECLARATORY ) CASE NO. 2012-00578 

ACT AND RELATED REQUIREMENTS; 5) FOR ALL OTHER 1 
REQUIRED APPROVALS AND RELIEF 1 

D i 
L '  

I(ENTUCI<BI POWER COMPANY RESPONSES TO 

COMMISSION STAFF'S SECOND SET OF DATA REQUESTS 



The undersigned, Mark A. BecIcer, being dilly SWOIII. deposes and says he I \  

i\/lailager, Resouice Planning for Arncrican Electric Power Company that he has pcz .;orla1 
hno.\vIedge of' the mattens set forth i n  the foregoing responses for which lie is .the 
identilicd witness aiicl that the infomiation contained thereiii is true and conert to the best 
of' his information, knowledge and belief 



The undersigned, Karl W. Bletzaclter, being duly sworn, deposes and says he is Director, 
Fundamental Analysis for American Electric Power, that he has personal knowledge of 
the matters set forth in the forgoing responses for which he is the identified witness and 
that the information contained therein is true and correct to the best of his information, 
knowledge, and belief. 

Karl R. B l e t z a c k e d  

STATE OF OHIO 

COUNTY OF FRANKLIN 

) 

) 
) CASE NO. 2012-00578 

Subscribed and sworn to before me, Notary Public in and before said County 
and State, by Karl R. Bletzaclter, this the 1 4 day of March 20 13. 



The rlndersigned, Jeffery LaFleur, being duly sworn, deposes and says he is Vicc 
Pi.csic1erit Generating Assets APCO/ICY, that he has personal hnowledge of the matici s 
set forth in the forgoing responses for which he is the ideiilifiect witness and that ~ l i c  
iufobrmatiori contained therein is true and correct to the best of his inioiriia~ion, 
knowledge, and belief 

Subscribed and sworn to before me, a Notary Public i n  and before said Cowit) 
atid State, by Seffery D. LaFfeur, this the t* day of March 2013. 

My Commission Expires: 



v N 

The undersigned, John M. McManus, being duly SWOIX, deposes and says he is Vice 
President Environmental Services for American Electric Power, that he has personal 
knowledge of the matters set forth in the forgoing responses for which he is the identified 
witness and that the infot-ination contained therein is true and correct to the best of his 
infoimation, knowledge and belief 

J6hn M. McManus 

STATE OF OHIO ) 

COUNTY OF FRANKLIN 1 
) CASE NO. 2012-00578 

Subscribed and sworn to before me, a Notary Public in and before said County 
and State, by John M. McManus, this the // day of March 2013. 

L 

My Commission Expires: 



The uiiclersigiied, Gregory G. Pauley, beiiig duly sworn, cleposes aid says hc is tlic 
Presidelit aiid Chief Operating Officer for Keiitucky Power Company, that he has 
peisoiial knowledge o€ tlie iiiatters set forth in the Eorgoiiig responses lo1 which hc is [lie 
icleiitilied witiiess aiid that the iiiforiiiatioii coiitaiiiecl therein is true aiicl correct to thc best 
o l  his iiiforiiiatioii, knowledge aiid belie€ 

COMMONWEALTH OF KENTTJCKY ) 
) CASE NO. 2012-00578 

COIJNTY OF FRANKLIN 1 

Subscribed and swom to before me, a Notary PuiLdic in and be€oore said Coiinty 
aiid State, by Gregory G. Pauley, this the 13% day of March 2013. 

My Coiiiiiiissioii Expires 7 



v N 

The undersigned, Scott C. Weaver, being duly sworn, deposes and says he is Managing 
Director Resource Planning and Operation Analysis for Aniericaii Electric Power, that he 
has personal knowledge of the matters set forth in tlie forgoing responses for which he is 
the identified witness and that tlie iiiforrnation contained therein is true and correct to the 
best of his iiifonnation, knowledge and belief 

STATE OF OHIO ) 

COUNTY OF FRANKLIN ) 
) CASE NO. 2012-00578 

Subscribed and swoin to before me, a Notary Public iii and before said County 
and State, by Scott C. Weaver, this tlie /qL day of March 2013. 

2 Ann Dawn Clark 
; Notary Public-Stale of Ohio 
: M y  Commission Expires 

Novsmber 16, 201 5 



The undersigned, R.aiiie I<. Woludias, being duly sworn, deposes a id  says he is tlie 
Maiiagiiig Director Regulatory aiicl Fiiiaiice for I<entucky Power, that lie has personal 
knowledge of the matters set forth in the forgoing respoiises for which lie is the icleiitified 
witness aiid that the information coiitaiiied therein is true aiid correct to the Ixsl (11' his 
in foixiation, luio wledge, and belief 

Raiiie IC. Wohnlias 

COMMONWEALTH OF I<ENTUCI<Y ) 
) CASE NO. 2012-00578 

COUNTY OF FRANKLm ) 

Subscribed a id  swoiii to before me, a Notary Pitblic in aiid belore said County 
aiid State, by Raiiie IS.. Wolmlias, this tlie /6 %ay of March 20 13. 

My Coiiiiiiissioii Expires: 7 



Itena No. 1 
Page I o f 2  

Refer to ICeiitucky Power's response to Coiiuiiissioii Staffs First Request Cor liiioi mation 
(Sta€fs First Reqizest), Itmi 1. On the CD provided with tlie respoiise, tlieie ale live 
Colclels for each of the scenarios (Base, Early Carbon, I-ligher Band, Lower Band aiid No 
Carbon) analyzed. Each of tlie five Ioldel-s coiitaiiis an Excel worltbook lor each o C tlie 1 1 
alteriiatives analyzed. For each of tlie Excel woiltboolts, identify the souice o C the 
information provided uiider the followiiig tabs and, wliere appropriate, iiicludc a 
descriptioii of the calculatioiis perforined to deteriiiiiie the values provided: 

a. Chaiigel 
b. Change3 A 
c. East Change4 
d. Base 
e. Base2 
f- Change3 
g. GasNOX. 

a. 

b 1 

C. 

d . 

The inforinatioii coiitaiiiecl witliin the Cliaiige 1 tab of the Excel workbooks provideci 
is Strategist iiiodel otitpit. The model perforiiis iiiteriial calculatioiis that 1 esii It in 
this output. 

The iiiforiiiatioii coiitaiiied within the Change 3A tab oP tlie Excel workbooks 
provided is Strategist model output. The model perforiiis iiiternal calculatioiis that 
1 esult in this output. 

The information coiitaiiied within the East Change4 tab of the Excel woikbooks 
piovided is Strategist model output. The model perform iiiteriial calculatioix h a t  
result in this output. 

The information coiilaiiiecl within tlie Base tab of the Excel workbooks proviclccl I S  

Sti ategist model output. The model perforiiis iiiteriial calcdatioiis that result in this 



outpit. Tlie Base tab is used iii coi$uiictioii with the Base2 tab in calculating 
calculate tlie Incremental Fixed & Var Costs 011 tlie IWCO tab for one ol'the 1 1 Big 
Sandy alteriiatives being analyzed.. 

e. The iixfooriiiation contaiuecl witliiii the Base2 tab of tlie Excel worltboolts provicled is 
Strategist iiiodel output. The iiiodel performs iiiteriial calculations that result in  this 
o ~ t g ~ t .  

f. Change; is not utilized to derive aiiy values used in tlie analysis. Change3 is ;in 
oiitdated non-applicable tab. 

g. Gas NOX is not utilized to derive any values used in tlie analysis. Gas NOX i s  an 
oiitclated iion-applicable tab. 

W'TTNESS: Scott C Weaver 



Refer to ICeiitucky Power’s respoiise to Staffs First Request, Item 2.3 

a. Provide the recoiiciliatioii of the iiet book value of tlie 50 perceiit interest in Mitcliell 
as of Deceiiiber 31, 201 1 in the aiiiouiit of $51 9 million aid,  using the amounts 
shown 011 of Attacluneiit I ,  pages 3-6, o f  Item 2 along with the associated 
retireiiieiits and depreciation, the 50 percent interest in Mitcliell at Decembei- 3 1 , 

20 I3 of $535 iiiillioii. 

b. Begiiming with tlie net-book value of the Mitchell Plaiit as of Deceiiiber 3 I 2008, 
provide a yearly recoiiciliatioii showing the islaiit additions, associated retireiiieiits 
and aiunrial depreciatioii tlxough Deceinber 3 1, 20 12. 

c. State whether Kentucky Power is asserting that, if the Mitcliell Tiaiislei a n d  
Assuiiiptioii Traiisaclioii had occurred 011 Deceiiiber 3 1, 2012, it would havc had a 
begiiining iiiveiitory balance of 1.446 iiiillioii (Mitcliell 0.630 f Big Sandy 0 S16) in  
eiiiissioii allowaiices at $13.834 inillioii (Mitchell $3.733 f Big Sandy $1 0.101) 

a. Please see RKW-Exhibit 3 for a recoiiciliatioii of all of the accouiits iiicludecl in rate 
base from the 12-31-1 1 balaiice to tlie 12-3 1-13 balances. All of the coiiiponeiits of 
tlie $535 iiiillioii 12-3 1 - 13 forecasted iiet rate base coiitaiiied actual values up 
through 9-30-12, a id  forecasted values betweeii tlieii aiid 12-3 1-13. The forecast was 
prepared as a high level estimate using siiiiplifyiiig assumptions, aiid slioiilcl be 
viewed as such. Due to these simplifying assumptioiis, a recoiiciliatioii of tlie plaiit 
in service aiid accuiiiulated depreciation accouiits at the level of detail requested in 
the question is not available. A higher level recoiiciliatioii has been prepared aiicl 
provided here as KPSC 2-2 Attaclmeiit 1. 



There was 110 attempt iiiacle to forecast retii-eiiieiits beyond 9-30- 12. so iio 
retireiiieiits are iiicluded iii tlie forecast. Iiidividual in-service dates for the liundrecls 
of pro-jects iiicluded in tlie capital forecast in I<PSC 2-2 Attachment 1 were not ~rsed 
to decide when iiidividual prqjects would iiiove from Account 107 CWlP to Account 
IO 1 Plant-In-Service, or compute depreciatioii expeiise individually for those 
additions. Depreciation expeiise was forecasted iiioiithly at a high level by util i ty 
plait account by starting with the recent average iiioiitlily depreciation expeiise f-obr 
each plant account, aiid adding to that an estimate of depreciation expeiise on each 
month's capital expenditures after 9-30-1 2. Monthly additions to Plant In Service 
were computed by taking the aiuiutl capital forecast for 201 2 and 20 13 and dividing 
by 12, to get the iiioiitlily capital spend. 

b. Tlie Company has prepared a recoiiciliatioii by utility FERC account for general 

Plant) iii PSC 2-2 Attacheli t  1. Fifiy perceiit of the eiidiiig balaiice in Attachment 
1 for Deceiiiber 3 1, 201 1 of $1,736,061,736.06 for 100% of tlie Mitchell plant is 
$S68,03 1 iiiillioii. This aiiiourit corresponds to the Utility Plant provided i n  RICW- 
Exhibit 3 of $874,397 iiiillioii adjusted for net capital leases of $6,366 million \vhicIi 
were not iiicluded in Attacluiieiit 1. 

ledger accounts 10 1 (excluding capital leases recorded in I0 1. 1) and 1 06 (c' JYOss 

Attacliiiieiit 1 also iiicludes general lcdger accorriits 108 arid 1 1 1 (Acc~i i i i~~la t~d  
depreciation) Cor 100% of the Mitchell plaiit balances from Jaiiuary I 2005 tliiougli 
December 3 1, 2012 iii PSC 2-2 Attachment I .  The recoiiciliatioii on p q c  3 foi 

accumulated depreciatioii is provided for the s t e m  plaiit FERC accounts only 
because noli-steam plaiit data is not available by FERC account by plant location 
Filty perceiit of tlie eiidiiig balaiice iiicludiiig tlie allocated ieseive Ibi non-steam 
plaiit data provided 011 page 2 of Attacheli t  1 of $501,751,011.39 is $250,S76 
million. This amount coiresponds to tlie Accumulated depreciatioii pi ovicletl in 
RICW-Exhibit 3 of $251,188 adjusted by the accouiit 108.5 aiiiouiit of $3 12 
thousand. 

c. Y e s  

WITNESS: R a n k  IC Woludias 
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KPSC ease No. 2012-00598 

Item No. .3 
Page P o f 2  

Refer to I<eiitucky Power's respoiise to Staffs First Request, Iteiii 7 

Confirm that the 12-moiitli capacity payments were: for December 3 1, 2008, $ 5  1,669,284, 
lor Ikxxiiiber 31, 2009, $57,261,538; for Deceiiiber 31, 2010, $58,414,209; loi Decembei 
31, 2011, $54,522,751; aiid for December 31, 2012, $22,317,455. 

If tlie answer to part a. is yes, explain tlie decrease iii the aiiiiual capacity payments liom 
2011 to 2012. 

State whether tliere will be aiiy eiiergy transactions between I<eiituclty Poiwr and its 
a€filiated compaiiies once tlie Power Coordination Agreeiiieiit becomes effective. or wlietlier 
all additioiial eiiergy Kentucky Power iieeds to serve its fidl-requiieiiieiit customci s will be 
purchased only at marltet. 

a. Tlie Company confirms the statement. 

h. Tlie decrease iii the aixiual capacity payiiieiits from 201 1 to 2012 is driven by two priiiiary 
factors. The largest factor in tlie reduction in the capacity payiiieiits from 201 1 to 2,012 
reflects the reduction in IWCo's deficit position in the east pool. As sliowii in the 
Company's respoiise to I<.PSC 1-7, KPCo's capacity position decreased from (3,790,800) in 
201 1 to (1,779,500) in 2012. This decrease resulted in a decrease in capacity payments of 
$28.6 iiiillioii. The decrease in KPCo's deficit capacity positioii was driven by severa1 
factors : 

1. On Deceiiiber 3 1, 20 1 1, Col~iiiib~is Southern Power and Ohio Power Company 
iiierged altering tlie MLR's across the four reiiiairiiiig companies; 

ii. In Septeiiiber 01 20 1 1, OPCo retired Sporii 5 wliicli also acted to ieducc I< PCo's 
capacity deficit positioii; 

... 
111. Actual peak loads experieiiced by tlie various East Pool operating companies also 

acted to reduce KPCo's MLR. 



The second primary factor driving tlie reduction in ICPCo’s primai y capacity payiiients was a 
reduction in tlie Equalizatioii Capacity Rate from an average 14.58 ($lkw) in 20 1 1 to 12.55 
in 2012. The rate decliiie steins in large part fiom I&M no longer beiiig S U ~ ~ ~ U S  stai ling in 
February 20 12, thus excluding I&M’s Capacity Iiivestineiit & Fixed Operating Rate ii 0111 the 
calculation of the Equalization Capacity Rate. This reductioii in rate iesulted in ii year-ovei - 
year decrease in ICPCo’s capacity payiiieiits of $3.7 million. 

Please see I<.PSC 2-3 Attachiiieiit 1 for the data described above. 

c There will not be any energy traiisactioiis betweeii Kentucky Power and 1 ts al’lilialed 
coinpaiiies under the Power Coordiiiatioii Agreement. All additioiial enei gy lo1 I< entucky 
Power to meet its iiill-reqrriremelit customers will be pwchased at iiiarket or 1111 ough 
bilateral contracts. 
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PSC Case No. 2012-00548 
issiow StsWs Secoaa 

Iltenn No. 4 
Page 1 of I 

Refer to Kentucky Power’s responses to Staffs First Request, Ileiiis 10. b. and Itcm 11 In 
comparing Mitchell Plant Unit 1’s fuel cost (which is the highest of the two Mitchell 
LJiiils) with Big Saiidy Unit 2’s fbel cost (which is tlie larger of tlie Big Sandy Units), 
state wlietlier IGxitucky Power agrees that tlie Mitchell’s Plant [Jiiit 1 ’s l i ~ l  cost is 
appoxiiiiately 1 1 percent less tliaii the Big Saiidy ftiel cost for years 20 1 1 a id  20 12 

Allocations were made to provide a respoiise for the Big Saiidy aiid Mitchell Plaiits as 
consunied file1 costs a e  not available oii a unit basis. hi addition, tlie Mitclicll Plant 
buriis a bleiid of Nortlierii Appalacliiaii (NAPP) aiid Central Appalachian (CAPD) coals 
while the Big Saiidy Plant burns CAPP coal oiily Subject to these caveats, I<cntut:lq/ 
Power agrees that the Mitchell Plant’s Unit 1 f k l  cost is approximately 1 1 - 12Oh less than 
the he1 cost for Big Saiidy TJiiit 2 for tlie years 2,011 aiid 2,012. 

WITNESS: Jeffery D LaFleur 



Refer to Kentucky Power’s respoiise to Stafrs First Request, Iteiii 15  

a .  

b. 

C. 

d . 

In respoiise to Item 15.b., Keiitucky Power states, “PJM capacity sales alieady 
coiniiiitted during this period will be allocated aiiioiig tlie operatiiig coiiipaiiies baser1 
iipoii fiiial MLR.” State whether Keiitucky Power is saying that each of the nieiiibei s 
OP tlic Aiiiericaii Electric Power (“AEP”) East Pool Agreement (“AEP Pool”) \vi11 

receive its fiiial ML,R sliare of capacity sales to PJM, even though iionc 01 the 
capacity-deficit iiieiiibers will be malting any capacity paymeiits to tlie capacity- 
surplus iiieiiibers. If the answer is no, provide an explaiatioii. 

If I<eiitucky Power’s actual weather-iioriiialized winter peak Lor 201 2 was I ,47 1 
MW,’ aiid if Keiituclcy Power’s installed capacity from January 1, 20 14 tliiougli h4 a)’ 
30,  2015 will be 2,250 MW, coiifiiiii that Kentucky Power and its ratepayeis \vi11 be 
rcspoiisible for payiiig the costs associated with approximately 53 peiceiit ((3_,’2 SO - 
1,471)/1,471) more capacity than required to iiieet their load. 

Explain why it is appropriate for the deficit ineiiibers of the AEP Pool to ieceive 
their filial ML,R sliare of PJM capacity sales if‘ tlie deficit iiieiiibers are iiot payiiig 
aiiy capacity payments to the S L I ~ ~ ~ L ~ S  member. 

13xplaiii tlie meaning of tlie phrase “pi-edomiiiaiitly in PJM” as stated in the response 
to Item 1 S .c. 



a. 

b. 

C. 

cl . 

Sales committed wider tlie current AEP Iiitercoixiectioii Agreeiiieiit that coiitiiiue 
beyoiid the agreeiiieiits scheduled termination will use tlie saiiie allocator, M LR, as 
was used at the time such sales were made. 

The Company caiiiiot confirm this statement. Tlie calculatioii as preseiilecl in  the 
request ritilizes a 2012 peak aid therefore is iiot reflective of tlie capacity requireci in 
2,O 14,1101 does it accouiit for aiiy type of reserve iiiargiii capacity. 

With that said, ICeiitucky Power is curreiitly expected to have s~irpl~is  capacity 
diiring tlie 1 7 - 1 i i O i i ~ h  ti-aiisitioiial period begiiriiiiig January 1, 20 14, and customei s 
will receive the majority of tlie eiiergy beiiefits o€ aiiy s ~ i r p l ~ ~  capacity. 

As of Jaii~iary 1, 2014, there will be no "deficit" aiid I ' S L W ~ ~ U S ~ '  coiiipaiiies under the 
AEP Iiitercoiuiectioii Agreeiiieiit siiice that agreeiiieiit will have terminated 
Capacity sales that coiitiiiue after January 1 ,  20 14 were entered into while tlic c~uicnt  
pool was active, consequeiitly, MLR is being used as the allocator for such sales. 

Tlie pluase "predominantly in PJM" is used solely to recognize that the Agciit, on 
belialf of ICPCo, will seek the best prices for KPCo suiplus eiieigy aiicl as a 
consequence may sell certain bloclcs of energy fioiii lime to time outsiclc ol P.IM 
(e.g., MISO). 

WITNESS: Gregory G Pauley 

' Kentucky Power Company's Response to ICILJC Fiist Set ofData Reqtiests, Item 16, 
Attachment I ,  page I of 1 ,  filed Feb 20,201 3. 



ower Y 

Refer to Kentiicky Power’s respoiise to Staffs First Request, Items 16 aiid 64. Also, ietei 
to the respoiise to Cominission Staff’s Tliird Iiiforiiiatioii Request, Item 2, in Case No 
20 1 1-0040 1 wliere it states the following: 

No. I-lad the most receiit teclmical aiicl coiiiiiiercial evaluation ot Ihc FGD 
Teclmologies iiidicated that a wet FGD was tlie iiiost ecoiioiiiical altci iiativc 
€or scrubbing Big Saiidy 1-Jiiit 2, tlieii the work performed by Black & \/catch 
woiild have been applicable to the project. Because the most 1 eceut 
evaluatioiis have determined that Kentucky Power’s customeis will receive 
the greatest benefit fioiii the application of a dry scrubber technology, than 
(sic) work associated with tlie wet tecluiology, although prudeiit at tlie 
time, is iiot directly applicable. 

a. State wlietlier the $5,966,590 identified in Case No. 201 1-00401 as ex~~eiises foi- 
eiigiiieeriiig work in coiiiiectioii with a wet flue gas clesulfLirizatioii (“FGD”) is also 
iiiclucled in tlie $29,237,494 of iiicremeiital costs associated with the I’11:ise I 
investigation. If so, state whether the $5,966,590 is still prudeiit for recoveiy in 1 his 
proceeding, if it was iiot directly applicable in Case No. 20 1 1-0040 1 ”.’ 

b. State wlietlier there are any otlier charges in tlie $29,287,494 tliat iiiay have been 
prucleiit at tlie time, but are 110 longer directly applicable in this proceeding. 

ESPONSE 

a. Tlie $5,966,590 identified as eiigiiieeriiig work for the WFGD is included ill the 
($2937,494) $28,774,244. Altliougli not directly applicable to the d r y  FG D 
Pmject, tlie work 011 a wet FGD was carried forward to tlie DFGD pro,ject and lecl to 
reduced costs. In fact, tlie Coinpaiiy sought recovery of tlie WFGD-related costs in 
Case No. 201 1-00401, as it does iii this case, because they were prudeiitly incurred. 
As tlie Coiiipaiiy explaiiied in its brief filed in tliat case: 



In aclditioii to the costs associated with tlie current iiii1)leiiieii~a~i~ii 
aiicl installation of tlie Scrubber systeiii iiicluded in tlie 2,O 1 1 
Environiiiental Compliaiice Plan, Kentucky Power seeks to recover the 
costs it incurred from April of 2004 tluougli April of 2006 iii coiuiectioii 
with a preliminary iiivestigatioii into the feasibility of iiistalliiig a wet 
flue gas desulfurization system (“WFGD”) aiicl laiidfill at Big Sandy 
IJiiit 2. Tlie Company iiicurred these costs in coimectiori with i t s  Cleaii 
Air Interstate Rwle (“CAIR.”) compliance strategy. The preliminary 
iiivestigatiori was suspeiided when it becaiiie clear that because ol‘ 
changes in prices, both for the system itself and the prices of l o ~ v - s ~ l  Iiir 
aiid high-sulfiir coal, tlie wet scrubber systeiii was 110 loiiger cost- 
effective. These costs arose fvoin reasoiiable aiid prudent efforts by the 
Coiiipaiiy to address existing eiiviroimieiital requirements. 

Moreover, it is iiiiportaiit to recogiiize that contrary to the suggestion 
of the Intervenors, work 011 a coiiiplimice plaii for Big Sandy Unit 2, was 
not “abandoned” in 2.006. 

Moreover, the majority of the costs incurred during tlie preliminary 
iiivestigatioii were associated with work that carried forward to the 
current Scrubber project aiid led to reduced current costs. As explainecl 
at the hearing by Robert Waltoii, Managing Director of Prqjects and 
Coiitrols for AEPSC, “a majority, if not all of [the preliminary] work 
does carry forward into the-into the project that we’re-we’re 
uiidertaltiiig iiow.” Specifically, Mr. Waltoii identified studies performed 
by tlie Company to determine whether the cmreiit stack at Big Sandy 
LJiiit 2 caii be used following the installation of the Scrubber, studies 
addressing the coal bleiidiiig facility, aiid laiidfill work as projects that 
carried forward froiii the preliminary investigation. 

b. The Coiiipaiiy believes that tlie entire $29,287,494 in incurred costs lor- thc 
preliminary eiigiiieering work for WFGD aiid DFGD options on Big Sandy I Init 3 is 
“‘clirectly ap,plicable” in this proceeding. Tlie Coiiipany is seeltiiig iccovci 5 of thc 
entire aiiiouiit iiicurred in connection with the Big Saiidy 1-Jiiit 2 woi I< althougli the 
least cost alternative is 110 longer the retrofit oC Rig Sandy Unit 2 The costs weie 
prudeiitly incurred mid thus are recoverable. 

NESS: Raiiie I< Wolmlias 

’ Case No. 201 1-00401, Application ofI<entucl<y Power Coiiipariy for Approval of Its 20 1 I eiiviroiimentnl 
Compliance Plan, for Approval of Its Amended Envii,oniiiental Cost Recovery Srrrchaige T;u.il’l, and  1’01- [lie 
Giant of a Ceitificate of Pul>lic Convenience and Necessity for the Constrrrction and Acqiiisilioii ol’lielaktl 
Facilities (Icy. PSC May 31, 2012) 

-’ Id. 



Rekr to Kentucky Power’s response to Staffs First Request, Iteiii 19. In the 13-year 
period sho~vii iii part a., state how many riioiiths I<entucky Power was a sui-i)Ius-capacity 
rneiiiber in the AEP Pool. 

NS 

Kentucky Power was a deficit-capacity member for each moiitli. 

NESS: Raiiie IC. Woludias 



tuc e r 

Refer to I<.eiitixky Power’s response to Staffs First Request, Item 20. State ~vhetlier the 
impact 011 energy costs as a result of the termiiiatioii of the current pool agreeiiient is 
reflected in the 8 percent iiicrease referenced in paragraph 3 9 of Kentucky l’o~\~er’s 
application. If yes, provide the amomit and the reference wliere this iiicrease can be 
foound. 

The approximate 8 perceiit iiicrease referenced in paragraph 39 of Kentucky Power’s 
application can be fo~md 011 R K  W-Exhibit 4 page 1 liiie 2,4. The aiiiouiit of the impact 011 

energy costs is provided on RKW-Exhibit 4 page 1 lilies 2, 3, 11, 12, aiicl 18. 

ITMESS: Rank I< Woliillias 



EST 

Refer to Keiitucky Power's response to Staffs First Request, Item 24. Provide a copy of 
the Request [or Proposal after it is issued. 

The Request for Proposal has not been issued as of the date of this response. 
Company will supplement this response once the RFP has been issued. 

The 

WITNESS: Raiiie I<. Woludias 



Y 

Refer to Kentucky Power’s response to Staffs First Request, Iteiii 27.b. Provide the 
reasoiis and/or rationale used by the iiidividuals iiialtiiig the decision to iiiake only 5 0 
percent of the Mitcliell Plant available to Kentucky Power aiid not ai undivided iiitei est 
from aiiy of the other S L K ~ ~ U S  AEP East geiieratiiig plaits. 

Ohio Power’s geiieratiiig assets were not reviewed on a unit by unit basis. Ratliei, all the 
assets of Ohio Power Coiiipaiiy, wliich historically have been used to provide powcr to 
I<PCo, were qualitatively screened to determine the geiieratiiig uiiits to be analyzed, 
along with other viable resource options for KPCo. 

The qualitative analysis was iiot reduced to any report, presentation, or electronic G le at 
the tiiiie ofthe analysis. Page 5 ofthe attacluiieiit iii SC 1-3, was prepared at a later date. 
IQSC 2-10, Attacluiieiit 1 is a chart prepared to clepict the thought process behind the 
q~ial itative anal ysis. 

WITNESS: Gregory G Patiley 
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EQUEST 

ReCer to Kentucky Power's respoiise to StaCf's First Request, Items 29 aiid 30. For the 
years 20 12 tlxougli 20 19 tlie iioiiiiiial power prices are differelit in the two 1 espoiises 

a. Provide aii explanation for tlie diflereiices iii tlie figures and, if any calculations ;iic 

used to explain the differences, provide tlie calculations. 

13. Esplaiii which values were used for the aiialysis aiid why they were used. 

a. The iioiiiiiial power prices reflected in tlie vespoiise to ICPSC 1-29 reflect the impacts 
of' the CSAPR rule as initially stated. The iioiiiiiial powev prices reflected in  
iespoiise to ICPSC 1-30 reflect an update to tlie CSAPR rule. 

b, The five coiiiiiiodity price forecasts foulid in tlie response to I<.PSC 1-29 M W ~  ~isecl 
iii the Strategist analysis. They were i i sed because they represeiit CI series of' 
forecasts developed on coiiiiiioii and consistent set of fuiidaiiieiital assumptions. The 
iiiost significant differeiices in tlie iioiiiiiial power prices occur in the 20 12, through 
2,0 14 wliicli largely precedes the period wlieii tlie relative economics of tlie various 
Big Saiidy optioiis are impacted. During tlie period of 2015 tlu-ough 201 9 the 
differences iii iioiiiiiial power prices are small, less than $1 .OO/MWli aiicl would not 
sigiiificaiitly impact tlie results of the analysis. See tlie response to IQSC 2-12 for 
additional iiiforiiiatioii 011 the iinpacts of the CSAPR rule 011 commodity pricing. 

SS: Mark A Reclcer 



er Y 

Refel to ICeiitucky Power’s respoiise to Staff‘s First Request, Item 3 1. The 101 ecasted 
values wed in the coiiipaiiy’s analysis were prepared in late November of 20 1 1 On 
Aiigust 21, 2012, the D.C. Ciicuit Court of Aplmds vacated the Cross-State Air Pollution 
Rule (“CSAPR’). 

a. Slate whether the coiipiiy coiisiders the vacating of CSAPR a “substantive change 
in a l e y  driver” of its forecasts of oil- aiid off-peak energy prices. 

b. 11’ the aiiswer to a. above is yes, explain. 

c. If the vacating or  CSAPR is considered a key driver, discuss tlie potential impact on 
tlie coiiipaiiy’s forecasts of energy prices. 

d. If the vacating o€ CSAPR is coilsidered a key driver, explain why llie c0111pz111y did 
not update its energy price forecasts. 

a. The vacatur of CSAPR is not a “substantive chaiige in a key driver” post 20 1 5 

b. NIA 

c. NIA 

d. NIA 

WITNESS: Karl R Bletzaclcer 



Reler to IGxitucky Power’s response to Staff’s First Request, Item 3.3. 

a The provided EFOR table indicates that the Mitcliell Unit 1 Equivalciit Foi ccd 
Outage Rate (“EFOR”) has been treiidiiig up to 13.14 percent. Provide a cietailed 
suiiiiiiary of tlie reasoiis for this excessively high EFOR. 

b Provide the aimrial EFOR projections fi-om 2,013-2017 lor each unit at Mitchell plant 
and esplairi how the actual EFOR achieved in each o€ those years will be at or below 
the projected EFOR. 

a. Rekr to KPSC 1-33 Attaclmieiit 2. The Mitchell Plaiit has coirected 01 is in thc 
process of replacing, repairing and upgrading equipiiieiit iii order to mitigate tlie 
issues referenced in the Attacluiieiit. As a result, it is projected that Unit 1’s EFOR 
will be reduced. 

b. Please see I<.PSC 2-1 3 Attacluiieiit 1 for the reqiiested inforiiiatioii. The Co~iipany 
iiiteiids to achieve the projected EFORs tluougli prudeiit iiiaiiiteiiaiicc outages, 
iiivestiiients, and operating standards. 

Coiilicleiitial treatiiieiit is being sought for portioiis of KPSC 2- 13 Attachmen t I 

SS: Jeffery D LaFleur 
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REDACTED 

Equivalent Forced Outage  Rate (EFOR) (%) 
2013-2017 EFOR Projections 



Refer to Kentucky Power’s respoiise to Staffs First Request, Iteiii 34. Kentucky P o \ w  
has stated that the Mitchell Plant Uiiits 1 & 2 FGD system was initiated 111 2003 and 
placed iiito service in 2007, while the Big Sandy Unit 2 FGD system was initiated 111 

2004 aiid was iiever constructed. Explaiii why the Big Saiidy Unit’s FGD \.vas under 
coiisideratioii for so long aid state wlietlier aiiy other FGD systems within AEP wcie 
under coiisideratioii for this long before construction. IC tlie 1 espoiise to the above 
questioii is yes, identify tlie geiieratiiig plants. 

As a part of the Clem Air Interstate Rule (CAIR) compliaiice strategy, AEPSC on behalf 
of the Coiiipaiiy began its preliminary Phase I feasibility analysis 011 Big Sandy U n i t  2 i i i  

the third quarter of 2004. The aiialyses iiidicated that the retrofit of Big Saiicly Unit  2. 
with a WFGD was part of the least cost coiiipliaiice plan for Big Saiicly LJiiit 2. After 
lireliiiiiiiary feasibility studies, conceptual engineering, and a coiiipetitive selecti 011 of tlie 
WFGD OEM, a refined assessment indicated that the costs to retrofit Big Sandy Unit 3 
had increased substantially. Coincident with this deteriiiiiiatioii, tliere was a decrease in 
tlie projectecl price spread betweeii low aiid high sulfi’ur coals that effectively eliminated 
any ftilel cost savings associated with using a higher sulftx coal, fiirther iiial<ing the 
retrofit less attractive. The Phase I activities were suspended in the secoricl quarter of’ 
2006 pending ftirtlier developiiieiits and investigation. The majority of the costs incurred 
cluriiig this first part of the investigation iiivolved work that carried forward to the 
evaluation that led the subsequelit application to retrofit Big Saiidy IJiiit 2 with ;I DFGD 
iiiiit. 

On October 9, 2007 AEP eiitered iiito a the New Source Review (NSR) coiiseiit decree 
with tlie Departiiieiit of Justice to settle all complaints filed agaiiist AEP aiid its ailllialcs, 
including ICPCo. 



AEPSC restarted in tlie first quarter of 2010 tlie conceptual and aiialytical woik to 
deteiiiiine tlie least cost and most beneficial optioii with respect to Big Saiidy 1Jiiit 2 On 
Time 9, 20 1 1, I<eiitucky Power aiiioimced that it would retire Big Saiidy Units 1 and 2 in  
[mor 01 repowering Big Saiicly Unit 1 with a coiiibiiied cycle unit. This aiiiioLiiiceiiiciit 
was based upon a preliminary ecoiioiiiic aiialysis that iiidicated repowering Big Saiidy 
LJiiit 1 would be tlie least-cost alteriiative for coiitiiiuiiig to serve tlie Coiiipany’s 
custoiiiei s while iiieetiiig tlie applicable eiiviroimieiital requirements. I-Io~\~wei, ii 

coiiipreheiisive, iiidepeiideiit ecoiioiiiic aiialysis carried out by Sargeiit & L , L I I I C ~ ~ ,  1 LC 
and IGewit Iiidustrial Company showed that the costs o€ a natural gas solutioii i;\iould be 
sigiiificaiitly greater than initially anticipated by the Company. 

Based 011 the Coiiipany’s coiitiiiuing iiivestigatioii, I< eiitucky Power deleriiiiiied in the 
Fall of 201 1 that tlie iiistallation of a “NID” DFGD unit 011 Big Saiidy TJnit 2 M ~ S  tlie 
least cost optioii for tlie Coiiipany. Iiistead of starling over and cluplicatiiig costs, tlie 
teclmology evaluation that led to the decisioii to install the NID DFGD built on the 
pieliiniiiary Phase I feasibility analysis beguii iii 2004. The decision to install the NID 
DFGD led to the Coiiipaiiy to file its Deceiiiber 201 1 appIicatioii in Commission Case 
No 20 1 1-00401. During that proceeding, hrtlier developiiieiits led tlie Company to lile 
its May 30, 2012 inotioii to withdraw its application to retrofit Big Saiidy 1Jiiit ’2 to allow 
ICeiitucky Power additional time to re-evaluate alteriiatives to meet its obligatiolis uiidei 
tlie NSR Coiiseiit Decree, the Cross-State Air Pollution Rule, the M ~ ~ c L K ~  and An Toxic 
Standards, and other eiiviroiiiiiental standards. 

No other FGD system within AEP were uiider consideration for this period prior to 
coiistructioii. 

WITNESS: Jeffery D LaFleur 



owe Y 

Refer to Kentucky Power’s respoiise to Staffs First Request, Item 34 e. Tlic 1 csl~onsc 
indicates that tlie iieed Tor bagliouse teclviology was evaliiated in 1978. 

a State whether the need for bagliouse teclmology at tlie Mitchell Units has been re- 
evaluated siiice 1978 and if so, provide tlie iiiost recent evaluation 

17. Explain wliy the coiiipaiy is confident that the Mitchell Units will meet the Mercury 
aiid Air Toxics Staiiclard (“MATS”) requirements without the installation ol’ bag 
house tecliiiology. 

a. The iieed for bagliouse teclviology was evaluated in 201 1, not in 1978. No i-k)riiial 
written evaluatioii was perbriiied, but a liiiiited aiiiouiit of diagnostic test data was 
collected to compare the emissions with the curreiitly iiistalled controls to the tiiial 
MATS limitations. A table containing the measured emission rates o r  Mercury, 
Filterable Particulate Matter, aiid Hydrochloric Acid irom Mitcliell Unit 1 generated 
during this testing is attaclied as Staff 2- IS,  Attachineiit I 

b. Tlie Mitchell Plaiit plans to iiieet the MATS requirements, using the following 
equipiiieiit wliicli is already iiistalled 011 tlie units aiid operational. 

MATS Equipment 
Particulate Matter (PM) 
Precipitator(ESP) 

Mercury 

Flue Gas nesulfiirization(FGD)/Electrostatic 

Acid Gas/Hydrochloric Acid FGD 
FGD, ESP and Selective Catalytic Reductioii(SCR) 

Tlie cliagiiostic results, although they provide oiily a one-lime iiieasureiiient ol‘ ciii 1 eiit 
eiiiissioiis, iiidicates that tlie iiistalled coiitrols are capable of reducing emissions to levels 
below tlie applicable MATS limits. 

hi addition, refer to tlie Company’s response in AG 2-5 aiid tlie attachment proviclctl i i i  

yalt a of this request. 
~ ~ ~ ~ ~ S $ ~  .Tef€ery D LaFleur 



KPSC Case No 2012-00578 
Commission Staffs Secand Set of Data Requests 

Item No. 15 

Date 
August 2,2011 
August 2, 2011 
August 2, 2011 
August 3-4, 2011 

Parameter Emission Rate 
Filterable Particulate Matter 0.0244 #/mmBtu 
Mercury 0.3250 #/TBtu 
Hydrochloric Acid 0.0004 #/mmBtu 
Filterable Particulate Matter  0.0175 #/mmBtu 

AEP Legal 858506.1 
03/19/2013 1425:32 



Y 

R.efer to ICeiitucky Power's response to Staffs First Request, Item 39. At $536 million, 
the cmt of tlie Mitchell capacity will be approxiiiiately $687 per ItW. If non-AEP coal- 
fired capacity located outside PJM were to be available to I<.eiitucky Power, esplaiii how 
iiiuch below $687 per ItW it would need to be priced to make it iiioi-e attractive to 
I<.eiitucl<y Power than the Mitchell capacity. 

The requested analysis caiinot be perforiiied until additioiial information is dehecl  for the 
hypothetical lion-AEP coal fired capacity resource located outside PJM, which otherwise 
woulcl encompass an impractically large number of possible resources. Tlie additional 
information for tlie hypothetical resource would include, at a iiiiiiimuiii, detailed 
operating characteristics for the resource, status of eiiviroiuneiital ~ipgrades of the 
resource, a forecast of the resource's long-term fixed aiid variable operating costs, a long- 
term price forecast for fwl delivered to the facility, a id  the location of the resource so 
that feasibility aiid cost of traiisiiiission for delivering the resource's capacity and energy 
into PJM could be determined. 

HTNESS: Scott C Weaver 



Rel'er to Keiitucky Power's response to Staffs First Request, Item 41 a. 

a 

b. 

Describe in detail how the Mitchell Plant plaiis to meet the MATS regulations 

Esplaiii what mercury-control tecliiiology will be applied. 

ESPONSE 

a & b. Rekr  to the Coinpaiiy's respoiise to IQSC 2-1 5 subpart b. 

WITNESS: John M McMaiius 



Y 

UEST 

Refer to Kentucky Power's respoiise to tlie StaCf's First Request, Iteiii 42 a, b., aiid c. 

a. Ideiitily the future costs associated with the iiiil)leiiieiitatioii o€ controls ieqiiired to 
meet the Deceiiiber 2012, NAAQS PM2.5 standads. 

State whether tliese costs were iiicludecl in the decision analysis. 

TI: these costs were included, provide a specific refereiice to this analysis. 

b 

c 

a. 

b. 

c. 

See tlie Company's respoiise to KPSC 1-42 part a. No €&ire costs have been 
ideiitified. Aiiy poteiitial future PM2.5 requirements W O L I ~ ~  be expected to ~ O C U S  011 

SOz a id  NOx eiiiissioiis, wlicli are precursors to tlie foriiiatioii of PM2 5 in tlie 
atiiiospliere. With the Mitcliell Thits being fully coiitrolled €or SO1 (FGD) aiid N o s  
(SCR), aiiy fiituire PM2.5 requireiiieiits are not expected to drive the nced loi 
additioiial coiitrols. 

See tlie respoiise to part a. Because m y  fLiture PM2.5 requireiiieiits are iiot expected 
to drive the iieed €or additional coiitrols, it was ~uiuiecessary to include aclditioiial 
costs in the analysis. 

N/A 

TNESS: Jolm M. McMaiiLis/Gregory G. Pauley 



UEST 

Refer to ICeiitucky Power‘s respoiise to Staff’s First Request, Item 52, Attacliiiient 1.  

a. Provide the source for the value ideiitiiied as “Present Value of ICPCO hiteriial Sales 
Requirement over period: 20 16-2040 (MWli).” 

b. If this is a calculated value, provide the calculation. 

a-11. See I<.PSC 2-1 9 Attaclmeiit 1 on the eiiclosed CD. 

~~~~~~~: Scott C, Weaver 



Refer to I<entucky Power’s respoiise to Staffs First Request, Iteiii 5.5, aiid the files proviclecl on 
the cn. 

;I Identify the source of the iiiforiiiatioii provided on the CD uiider tabs #1A, #1B, /#2A, #2R, 
#;A, #3B, #4A, #4B, #SA, #5R, and #6. 

11. Provide the calculatioiis aiid foriiiulae used to popidate the Excel spreadsheets. 

a.  See the ZIP file coiitaiiied in the response to IQSC 1-1. The source files used to create tabs 
#l A, #lB, etc. are fouiid within the ZIP file folders. Each €older coiitaiiis iesulls lo1 [lie 11 
Big Saiicly oplioiis wider oiie of the 5 coiiuiiodity price scenarios. Foi esamplc, 111e # l A ,  
#2A etc. labs ibuiid in the KPSC 1-55 WP-Ex SCW-SA used in respoiisc to KPSC 1-55 
were produced by tlie files fouiid in tlie Base folder of the ZIP file. 

b. See response to a, which identifies the requested information. 

WITNESS: Scott C Weaver 



Refer to ICeiitucky Power’s response to Staffs First Request, Item 58.b. State whethei the 
Iiiteriiii Allowaiice Agreeiiieiit lias a provisioii at llie elid of each caleiidai yea] 
that each of the AEP Pool iiieiiibers are obligated to have tlieir Member Load Ratio 
(“MLR’) sliare o€ the AEP East allowaiices iiiveiitory aiicl that there is a year-end 
adjustiiieiit to reflect this provision. 

Yes. 

ZLTNESS: Raiiie IC Wolmlias 
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UEST 

Rel‘er to Kentucky Power’s response to Staffs First Request, Item 59. 

a. 

b. 

C. 

d.  

e. 

Provide the aiiiotuit of divideiids for 2008 to 20 12. 

State wlietlier I<eiitucky Power has ever paid, in the last 10 years, a divideiid o l$75  
niillion or greater. 

11 the eiitry for the proposed $75 million is to reduce Equity aiid Cash, state whether 
ICeiitucky Power believes it will have tlie iiecessary cash balance to pay the dividend, 
or i r  it anticipates borrowing tlie necessary f~inds. 

IT tlie answer to part c. is that fuiids wiIl be borrowed to pay tlie $75 iiiilhoii 
divideiicl, state whether this will add additioiial debt to the Mitchell Ti aiislci and 
Assumptioii Traiisactioii aiid whether borrowing an additioiial $75 million would 
iiiipact the debt-equity ratio. 

IC ‘11’ is 3 (the iirrmber of years between 2009 and 2012,), tlie iiet preseiit value is 
$23,936 (2009’s iiet income) arid tlie hittire value is $50,978 (2012’s iiet income), 
calculate the aiuiual iiiterilal rate of returii. 



a. Please see table below: 

2003 $14 iiiillion 
2009 $19.5 inillion 
2.0 10 $2 1 iiiillioii 
201 1 $28 iiiillioii 
20 12 $32 iiiillioii 

13. No. 

c. To recapitalize ICPCo to the pre-asset traiisfer capitalization, the iiiteiit is lo bo11 oiv 
the $75 iiiillion. 

cl. This debt is iiicluded in the $275 iiiillion necessary for the transaction. 

e. 2,8.7?40 

WITNESS: Raiiie IC Wolmlias 



Y 

Refei to Kentucky Power’s respoiise to Staff’s First Request, Iteiii 62. Piovide Kentucky 
Power’s plan €or tlie estimated $56.3 millioii of iiet salvage aiiiotuit for Big Saiidy Plant 

The $56.3 iiiillioii represeiils an estimate of tlie iiet reiiioval cost that tlie Company lias 
collected, tlvough depreciation, tlvougli December 3 1, 20 12 lor cleiiiolitioii of Big Sandy 
Plant. The iiet reiiioval cost plus tlie iioii-removal poi-lioii of accmiulated depreciation 
would be subtracted froiii tlie Big Sandy plant in service amount. The difference plus the 
estimated demolition cost at retireineiit date would deteriniiie tlie reiiiaiiiiiig cost that 
Kentiicky Power would need to recover froiii ratepayers for tlie Big Saiidy plant. 

WITNESS: Raiiie I< Wolmlias 



Item No. 24 
Page I of I 

Y 

Refei to ICeiitucky Power’s respoiise to Staffs First Request, Item 62, in which ICcnttrcky 
Power provided the depreciation rates for the Big Saiidy plaiit am1 the Mitchell plat11 
State whether a depreciatioii study will be provided in Kentucky Power’s iicst base late 
case, pfoposed to be filed 110 later than June 28, for the Mitchell plant and, il so, 
whether depreciation rates will be by plant account. 

The Company will provide a depreciation study for the Mitchell plant iii its liest hase 1 ate 
case and the depreciation rates will be by plaiit accouiit. 

WITNESS: Raiiie I< Woludias 

‘Direct Testiiiioiiy of Raiiie IC. Woluhas, page 8, lilies 11-1 2, filed Deceiiiber 19, 2012 



Y 

Relei to Keiitucky Power’s respoiise to Staffs First Request, Ileiii 65. Provide the follo\~wg: 

a. 

13 . 

c. 

Tlie AEP East total aiid ICeiitucky Power’s internal, member load ratio (“MLR”), niaximuiii 
60 minute integrated MW deinaiid experienced during the 12 iiioiiths eiidiiig November 3 0, 
2009; 

Tlie percentage change between AEP East’s total interiial, MLR, maximum 60-minute 
integrated MW deiiiaiid experieiiced during the 12 months ending Noveiiiber 30, 2009 aiid 
12 inoiitlis eiidiiig Noveiiiber 30, 201 2; and 

The percentage cliaiige between Keiitticky Power’s internal, MLR, iiiasiinuiii 6O-miiiute 
integrated MW deiiiaiid experieiiced during the 12 iiioiiths eliding November 30, 2009 a id  
12 moiitlis eiidiiig Noveiiiber 30, 20 12, along with the custoiiier classes that accounted for 
the changes 

;L Please see table below for AEP East and I<PCo’s iiiternal, member load ralio (“MLR”), 
iiiaxiiii~un 60-minute integrated MW deiiiaiid experieiiced during the 1 2 months ended 
November 30, 2009. 



Date MLR Demand 8) ate MLR Demand 

Decem her 2008 
January 2009 
Fehrtiaiy 2009 
March 2009 
April 2009 
May 2009 
June  2009 
July 2009 
August 2009 
September  2009 
October 2009 
November 2009 

23654 
23654 
24110 
24110 
24110 
24110 
24110 
23947 
23704 
23680 
23337 
23 33 7 

December 2008 
January 2009 
February 2009 
March 2009 
April 2009 
May 2009 
June  2009 
July 2009 
A L ~  g list 2009 
September 2009 
October 2009 
November 2009 

1678 
16‘78 
1674 
1674 
1674 
1674 
1674 
1674 
1674 
1674 
1674 
1674 

13 and c. Please see Attachiiient 1 to this response for the perceiitage cliaiige bet-lveen AEP East 
and KPCo’s iiiteriial, MLR, maxiiiitun 60-minute integrated MW deiiiaiid expel iencecl c lu i  iiig the 
12 months elided November 30, 2009 and 12 nioiitlis elided November 30, 2012 

‘flie customer classes tlial accounted for the cliange iii the MLR from 2009 to 30 12 were 
I? esi den t ial , Coiiiiner cia1 , Public Authority, Indm trial, Miiiiiig and Who le sale, IV i t h I? c s i I c11 t ial , 
\Vholesale aiicl Mining having the biggest impact. 

’1;Y’BTNESS: Raiiie IC Woliidias 



Date 

December 2008 
January 2009 
February 2009 
March 2009 
April 2009 
May 2009 
June 2009 
July 2009 
August 2009 
September 2009 
October 2009 
November 2009 

Date 

December 2008 
January 2009 
February 2009 
March 2009 
April 2009 
May 2009 
June 2009 
July 2009 
August 2009 
September 2009 
October 2009 
November 2009 
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Total AEP East Member Load Ratio (MLR Demand) 

MLR 
Demand 

23654 
23654 
241 10 
241 10 
241 10 
24110 
241 10 
23947 
23704 
23680 
23337 
23337 

MLR 
Date Demand 

December 201 1 
January 2012 
February 2012 
March 2012 
April 2012 
May 2012 
JlJne 2012 
July 2012 
August 2012 
September 2012 
October 2012 
November 2012 

24188 
23748 
23748 
23233 
23233 
23233 
23233 
23233 
22686 
22686 
22690 
22690 

MLW 
Demand 

Total KPCo Member Load Ratio (MLR Demand) 

1678 
1678 
1674 
1674 
1674 
1674 
1674 
1674 
1674 
1674 
1674 
1674 

MLR 
Date Demand 

December 201 1 
January 2012 
February 2012 
March 2012 
April 2012 
May 2012 
June 2012 
July 2012 
August 2012 
September 2012 
October 2012 
November 2012 

1596 
1522 
1522 
1378 
1378 
1378 
1378 
1378 
1378 
1378 
1378 
1378 

Percent Change in 
MLR Demand 

2 21% Increase 
0 40% Increase 
152% Decrease 
3 77% Decrease 
3 77% Decrease 
3 77% Decrease 
3 77% Decrease 
3 07% Decrease 
4 49% Decrease 
4 38% Decrease 
2 85% Decrease 
2 85% Decrease 

Percent Change in 
MLR Demand 

5 14% Decrease 
10 25% Decrease 
9 99% Decrease 

21 48% Decrease 
21 48% Decrease 
21 48% Decrease 
21 48% Decrease 
21 48% Decrease 
21 48% Decrease 
21 48% Decrease 
21 48% Decrease 
21 48% Decrease 



Refer to Keiitucky Power’s respoiise to Sta€l’s First Request, Iteiii 66. Plovide the ‘‘Total 
Costs to Preseiit,” brolteii down by iiiajor categories. 

P lease  see table below: 

Expend it ur es 
Category jas of Z/28/131 

KPCo Labor (Including Overheads) $ 3  5,426.22 
AEPSC Labor (Including Overheads) $367,584 33 
Outside Services-Legal $92,612 38 
Outside Services- Professional $30,000 00 
Other Charges $2,363.54 

$52 7,986.47 

As requested in TCPSC 1-66, ICPCo will coiitiiiue to update this respoiise on a monthly 
basis. 

TNESS: Rank IC Woludias 



Y 

R ST 

Assuiiiiiig a Fabric Filter would be requiied to iiieet the NAAQS PM2 S regulations at aii 

Eiiviroiiiiieiital Protection Ageiicy estimated cost o€ $170/ltw, this would result in an 
additioiial cost oC $133 iiiillioii for the 780 MW. Provide a re-run of the model assuiiiiiig 
this additioiial cost, dfective wlieii the proposed the NAAQS PM2 5 regulations arc 
expected to go iiito e€fect, or if uiistire, use 2019. 

Please see the respoiise to IQSC 1 -42(a) describing the uiicertaiiity regal cling [lie 
potential impact oC the 20 12 PM2.S NAAQS revision. 

Despite this uncertaiiity, IWSC 2-27 Attaclment 1 provides a summary of the absolute 
aiid relative (versus "Option W')  cuiiirrlative present wort11 of study-peiiorl costs that 
would be ieff ective of the Fabric Filter costs suggested in the question; vis-a-vis thosc 
cost suiiimaries originally provided in Exhibit SCW-5, as well as Exhibits SCW-SA 
through SE. In sum, Optioii #6 (along with Optioii #5A) which reflect the (50%) 
Mitchell Asset Transfer, would coiitiiiue to be the least-cost alternative versus all options 
aiid uiider a1 1 coiiiiiio di t y pr i ci ng s ceiiar i o s . 

$NESS: Scott C Weaver 
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KPSC Case No. 2082-00578 

ated March 8, 201.3 
Iten1 No. 28 
Page I of I 

mission s t a w s  Second Set of 

owe Y 

State whether ICentucky Power was aware of, or a party to, the AEP agreeiiieiit to retire 
three coal-fired generatiiig facilities: (1 j Taillzers Creek Geiieratiiig Station, Unit 4 in 
Indiana; (2) Muskingum River Power Plant l h i t  5 in Ohio; and (3) Big Saiidy IJnit 2 in 
I< entuck y . 

iCeiitucky Power was aware of the Third Joint Motioii to Consent Decree I-Io\vc\ei, the 
iiiodilicatioiis to the three coal-fired geiieratiiig facilities listed above were as lollo\vs ( 1 ) 
Taiiiieis Creek Geiieratiiig Station, TJiiit 4 in Indiana could be retired, retrofitted, 1 e- 
po\vered or reftieled; (2) Muskingum River Power Plant, Unit 5 in Ohio coulrl bc retiied 
or iefuelerl; aiid (3) Big Saiidy Unit 2 in Kentucky could be retired, retroJittcd, ic- 
powered or reftieled. 

SS: Gregory G Pauley 
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ower Company 

REQUEST 

Provide a copy of all existing coal contracts for tlie Mitchell Plant. Include the name of 
the seller, length of tlie term of the contract, the pricing terms, and today's current market 
price of comparable quality coal per contract. 

RESPONSE 

Please see ICPSC 2-29 Attachments 1 through 4. Confidential treatment is being sought 
for portions of each of these attachmiits. 

WITNESS: Rmie K W o l d a s  
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REDACTED 

Summary of Current Mitchell Plant Coal Contracts 

Estimated 
Current Market 

Price" 
Seller Contract Contract End Current Contract I Name I Start Bate I Date I Pricing 

"For comparable quality of coal available in the estimated current market based on coal for each contract. 
""Contract has a fixed-price option tonnage for years 2014 & 2015 if pric.ed below market. 
***Portions of the contract removed that is not applicable to the Mitchell Plant transfer. 
4:*"d:Please see contract and amendments for more pricing information over the full contract term. 
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COAL PURCHASE AND SALE AGREEMENT 

E A  AG the “Agreement“) is entered 
(the “Effective Dale”), by and er Company (“Buyer“), and 
uyer and Seller are also referred to herein individually as a “Party“ and 

collectively as the ”Parties.” 

The Parties hereby agree as follows: 

“Affiliates” means with respect to any entity, any other entity that directly or indirectly, through one or more 
intermediaries, controls or is controlled by, or is under common control with, such entity. For this purpose, 
“control” means the direct or indirect ownership of 50% or more of the outstanding capital stock or other 
equity interests having ordinary voting power. 

“Wgent[s]” shall have the meaning set forth in Article 111, Section 3.2. 
c‘Agreement’’ shall have the meaning set forth in the preamble. 

“Approved ~ r o ~ ~ c ~ ~ o n  Source($)” shall have the meaning set forth in Schedule 3.1-5, attached hereto 
and hereby made a part of this Agreement. 

“Bankruptcy Proceeding” means with respect to a Party or entity, such Party or entity (a) makes an 
assignment or any general arrangement forthe benefit of creditors, (b) files a petition, has a petition filed 
against it or its assets, or otherwise commences, authorizes or acquiesces in the commencement of a 
proceeding or cause of action under any bankruptcy or similar law for the protection of creditors, 
(c) otherwise becomes bankrupt or insolvent (however evidenced), or (d) is unable to pay its debts as they 
fall due. 

“BTU” means the amount OF energy required to raise the temperature of one (1) pound of pure water one 
(I) degree Fahrenheit from 59.5” Fahrenheit to 60.5” Fahrenheit at a constant pressure of 14.73 pounds 
per square inch absolute. 

Y3usiness Day” means a day on which Federal Reserve member banks in New York City, New York are 
open for business; and a Business Day shall open at 8:OO a.m. and close at 5100 p.m. Eastern Prevailing 
Time. 
“Buye~” shall have the meaning set forth in the preamble. 

‘“Claiming Party” shall have the meaning set forth in the definition of Force Majeure. 

%sal” means crushed, bituminous coal to be sold by Seller and purchased by Buyer, the quality of which 
shall conform to the Quality Specifications set forth in Article 111, and which does not trigger Buyer’s rejection 
rights under Article If, or is otherwise acceptable by Buyer under this Agreement. Such Coai shall (a) be 
substantially free from any extraneous materials (including, but not limited to mining debris, synthetic fuels, 
bone, slate, iron, steel, petroleum coke, earth, rock, pyrite, wood or blasting wire), (h) be substantially 
consistent in quality throughout a Shipment, (c) meet the size required, and (d) have no intermediate sizes 

eassnable ERon$S” means the faking by a Party of such action as would be in 
accordance with reasonable commercial practices as applied to the particular matter in question to achieve 
the result as expeditiously as practicable; provided, however, that such action shall not require that such 
Party incur unreasonable expense. 

(including fines) added or removed. I 

I 



KPSC Case No 20 12-00578 
Commission Staffs Second Set of Data Requests 

Order Dated March 8, 2 0 / 2  
Item No. 29 

Attachment 2 
Page 2 of 40 
REDACTED 

“ ~ o ~ ~ ~ ~ c ~  Price” means the price in United States dollars per Ton to be paid by Buyer to Seller for the 
purchase of Coal and any other proper charges pursuant to this Agreement and shall have the meaning set 
forth in Article V. 

tiW’ shall have the meanins set forth in Article 11. 

“Cos&” means any brokerage fees, commissions and other ffansactibnal costs and expenses reasonably 
incurred either by the Non-Defaulting Party as a result of terminating any hedges or other risk management 
contracts and/or entering into new arrangements in order to replace the Contract Quantity not delivered by 
Seller or not accepted by Buyer, as the case may be, and legal costs incurred by the Non-Defaulting Party. 
“Credit Support Provider” means the entity, if any, that supports the obligations of Seller through a 
guaranty in a format acceptable to the Buyer (hereafter “Credit Support”). 

“Delivery Period” shall have the meaning set forth in Article I. 
efaulfing Party” shall have the meaning set forth in Article XVIII. 

“Designated Delivery Point” means 

“Early Termination Date” shall have the meaning set forth in Article XVIII. 
wiling Time” means Eastern Standard Time or Eastern Daylight Savings Time in effect in 
w York, as the case may be on the relevant date. 

“Effective Date” shall have the meaning set forth in the preamble. 

“Event of Default” shall have the meaning set forth in Article XVIII hereof. 

“‘FOB” shall have the meaning given to such term as provided in the Uniform Commercial Code of the state 
the law of which shall govern this Agreement. 

ajeure” means an event or circumstance which prevents one Party (the “Claiming Party”) from 
performing its obligations under this Agreement, which is not within the reasonable control of, or the result 
of the negligence of, the Claiming Party, and which by the exercise of due diligence, the Claiming Party is 
unable to overcome or avoid or cause to be avoided or is unable in good faith to obtain a substitute 
acceptable to Buyer therefor. Force Majeure inclu’des, but is not limited to, an event or occurrence beyond 
the control of Buyer, such as without limitation, acts of God, war, insurrection, riots, nuclear disaster, strikes, 
labor disputes, threats of violence, labor and material shortages, fires, explosions, floods, river freeze-ups, 
breakdowns or damage to mines, plants, equipment, or facilities (including a farced outage or an extension 
of a scheduled outage of equipment or facilities to make repairs to avoid breakdowns thereof or damage 
thereto), at the Plant, interruptions to or slowdowns in transportation, railcar shortages, barge shortages, 
embargoes, orders, or acts of civil or military authority, laws, regulations, or administrative rulings, or total or 
partial interruptions of Buyer’s operations which are due to any enforcement action or other administrative 
or judicial action arising from an environmental law or regulation. Force Majeure shall not be based on: (a) 
Buyer’s inability economically to use or resell the Coal purchased hereunder; (b) adverse geological or 
mining conditions; (c) the Seller’s ability to sell the Coal at a price greater than the Contract Price; or (d) 
Seller’s inability to economically produce or obtain the Coal. 

rrFc@e Loading Day” means a loading day 
charges. A loading day shall commence at 
calendar day. The first Free Loading Day s 
following the delivery of said barge to a Designated Delivery Point, or 
specified in Seller‘s request for placement of barges. 

eriool” means a pe 
Period for a barge delivered shall end 

nsecutive Free Loading Days. The Free Loading 
secutive hours after the period commenced. 
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6tGains’7 means, with respect to a Party, an amount equal to the present value of the economic benefit, if 
any, (exclusive of Costs) to it resulting from the termination of its obligations with respect to this Agreement, 
determined in a commercially reasonable manner. 

011th’’ means, with respect to any calendar month, either (a) the period from and including the first 
of such month through and including the fifteenth day of such month or (b) the period from and 

including the sixteenth day of such month through and including the last day of such month. 

tullb.)” shall be referenced in this Agreement as Btu or Btu per Ib. 

ntt” shall have the meaning set forth in Article MI. 
“lnterest Rate” shall have the meaning set forth in Article IV. 

“Letter of Credit” means an irrevocable, standby letter of credit, issued by a major United States 
commercial bank or the United States branch office of a foreign bank, reasonably acceptable to the 
beneficiary with, in either case, a senior unsecured credit rating of at least (a) “A-“ by S&P and “A3” by 
Moody’s, if such entity is rated by both S&P and Moody’s or (b) “A-“ by S&P or “A3” by Moody’s, if such 
entity is rated by either S&P or Moody’s but not both. 

“Liabilities” shall have the meaning set forth in Article XV. 

‘“Losses” means, with respect: to a Party, an amount equal to the present value of the economic loss, if 
any, (exclusive of Costs) to it resulting from the termination of its obligations with respect to this Agreement, 
determined in a commercially reasonable manner. 

iaI Adverse Change” means a material change in the condition (financial or otherwise), including 
limited to net worth, properties or operations or in economic conditions, which, when taken as a 

whole can reasonably be anticipated to impair the ability of such Party, or such Party’s Credit Support 
Provider, as applicable, to fulfill its obligations under this Agreement or Credit Support, respectively, or there 
is reasonable grounds to believe that the creditworthiness of such Party or such Party’s Credit Support 
Provider, as applicable, has become unsatisfactory or its ability to perform under this Agreement, or Credit 
Support, respectively, has been materially impaired. 

L“100dy’~5’ means Moody’s Investors Service, Inc. or its successor 

“New Taxes” means any Taxes, fees, or assessments enacted and effective after the Effective Date of this 
Agreement, including, without limitation, that portion of any Taxes or New Taxes that constitutes an 
increase. 

Won-Defaulting Pa 
“Quality Specifications” means the quality characteristics specified on Schedule 3.1 hereto on an “As- 
Received basis, using American Society for Testing and Materials (“ASTM“) standards. 
L‘PerFomance Assurance” means collateral in the form of either cash or Letters of Credit or such other 
security of the type and amount requested by the Party demanding Performance Assurance. 

“Plant” means the Mitchell Plant owned by Buyer and located near Moundsville, West Virginia 

6“Biedg~r’~ shall have the meaning set forth in Article XIX 
“Replacement Price” shall have the meaning set forth in Article XVII. 

““SLP” means the Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc. or its 
successor. 

“Sales Price” shall have the meaning set forth in Article XVII. 

L6Secured Party’’ shall have the meaning set forth in Article XIX. 
“‘Seller” shall have the meaning set forth in the preamble. 

” shall have the meaning set forth in Article XVIII. 

Price” shall have the meaning set forth in Article VII. 

~ ~ ~ ~ ~ ’ ’  shall have the meaning set forth in Article XXB. 

3 
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ipment” means, as applicable: (a) one (I) unit trainload or ai Buyer’s election a composite of two (2) or 
e unit trainloads; OF (b) the aggregate of single railcars loaded on any one day (only where single car 

rates apply), or (c) one (1) barge or at Buyer’s election a composite of two (2) or more barges, or vessel 
load; or (d) the aggregate of the truckloads that are unloaded at the Designated Delivery Point on any one 
day in accordance with the applicable Transportation Specifications. 

6‘S~spensionp’ shall have the meaning set forth in Article II, Section 2.5. 

6“Bi$xesy’ means any or all ad valorem, property, business and occupation, occupation, severance, 
generation, first use, conservation, Btu or energy, utility, gross receipts, privilege, sales, use, consumption, 
excise, lease, transaction, and other taxes, governmental charges, licenses, fees, permits and 
assessments, or increases therein, other than taxes based on net income or net worth 

r‘Term99 shall have the meaning set forth in Article 1. 

cLT”Phird 1 ~ ~ ~ s ~ ~ ~ ~ ~ ~ ’ ’  shall have the meaning set forth in Article VI, Section 6.1 I 

“Ton” means 2,000 pounds avoirdupois weight 

“ ~ ~ ~ n ~ ~ o ~ ~ i ~ ~  ~ p ~ c ~ ~ ~ ~ ~ i ~ ~ s ’ ’  means the timing and tonnage requirements for Shipment(s) set forth in 
Schedule 2.4. 

rsr means the entity or entities transporting Coal on behalf of Seller to and at the Designated 
Delivery Point or on behalf of Buyer or Buyer’s designee from the Designated Relivery Point. 
“‘llnifom C ~ ~ ~ e ~ ~ i ~ ~  Code” or “UCC” shall have the meaning set forth in Article XXIX. 

iP means sulfur dioxide and “SO2 per mmBtu“ means sulfur dioxide per million Btu. 

ARTICLE I 
Term and Deliverv Period 

xcept as provided elsewhere in t 
greement (the “Delivery Period”) s 

except as provided elsewhere in this Agreement. 

The term of this Aclreement (the “Term”) shall commence o 

ARTICLE II 
Obliclations and Deliveries 

Section 2.1. Confracf Quanfifv, During the Delivery Period, Seller agrees to sell and deliver to the 
Buyer and Buyer agrees to purchase and accept from Seller, 
the quantity of Coal set forth herein. 

Contract Quantity 

Such tonnage shall be delivered ratably during each month or’ each Contract Year. 

Section 2.2. Reconsiqnmenf and/or Resale Riuf7ts. From time to time, and at any time, Buyer shall 
have the right, but not the obligation, to have all or any part of the Coal hereunder reconsigned for delivery 
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to any destination, andlor to make all or any part of the Coal hereunder available for purchase by any 
person(s), whether or not affiliated with Buyer, through Buyer's assignment of this Agreement or Buyer's 
purchase and subsequent resale to others of such Coal. 

Should Buyer exercise its right to reconsign or resell Coal, Seller shall arrange for transport to the 
destination designated by Buyer, in accordance with the Transportation Specifications attached hereto as 
Schedule 2.4, or as otherwise provided by Buyer at the time of exercising its rights under this Section 2.2. 

Section 2.3. Schedulincq. Seller will advise Buyer of its desired loading dates and delivery schedule. 
The Parties will work together in good faith to agree on a reasonable and mutually acceptable delivery 
schedule within the Term and within each month during the Term. 

Secfion 2.4. D e h e y .  The Coal shall be delivered to Buyer FOB barge at the Designated Delivery 
Point in accordance with the Transportation Specifications detailed in Schedule 2 4 (attached hereto and 
hereby made a part of this Agreement). 

Seller shall be responsible for any costs or charges imposed on or associated with the delivery of 
the Contract Quantity up to the Designated Delivery Point. Buyer shall be responsible for any costs or 
charges imposed on or associated with the Contract Quantity upon taking title to the Coal at the Designated 
Delivery Point in accordance with Article XV. 

If a Party is charged for any increased transportation charges, penalties, or other costs, including 
demurrage, attributable to the other Party's failure to timely load or unload the Coal in accordance with the 
terms of this Agreement, including the timing and tonnage requirements of the Transportation 
Specifications, and if such failure is not due to Force Majeure, such failing Party shall reimburse the other 
for such charges. 

Each Party shall immediately contact the other Party in the event of a curtailment or interruption in 
the delivery or receipt of Coal hereunder. Each Party shall contact the other Party with as much advance 
notice as reasonably possible regarding any such impending curtailment or interruption. 

Secfion 2.5, Rejection and Suspension. In addition to all other remedies at law or in equity, and in 
addition to the price adjustments provided for in Article VII, Buyer shall have the following rights and 
remedies upon Seller's failure to conform with the requirements as set forth in Article Ill. 

(a) Buyer shall have the right to reject any Shipment hereunder if the Coal therein fails to conform 
to any requirement set forth in Article 111. Should Buyer exercise such right of rejection, it shall notify Seller 
by telephone upon discovery of the nonconformance, such notification to be promptly confirmed in writing. 

(b) Buyer shall have the right to suspend all further shipments of Coal hereunder if: (i) there are 
four (4) nun-conforming Shipments, whether rejected or not, in any 

are non-conforming Shipments; or (iii) the Coal quality fails to meet the 
defined minimum or exceeds the defined maximum Contracted Half-Month "Suspension" specifications 
applicable under Article Ill. Should Buyer exercise such right to suspend further Shipments, Buyer shall 
notify Seller of its exercise of right of suspension within days after the day or Half- 
Month period in which such failure occurs. 

(c) Upon receipt of Buyer's notice of suspension, Seller shall immediately suspend further 
Shipments and make every reasonable effort to correct the conditions giving rise to the Shipmenl(s) of Coal 
failing to conform to such specifications or requirements. Seller shall inform Buyer in writing on a weekly 
basis of such corrective actions taken by Seller. 
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During such suspension, Seller shall permit Buyer’s full access to the production sources and 
related facilities hereunder and to all engineering data related thereto. Buyer shall have the right, but not 
the duty, to participate in any and all discussions relating to the matter and to recommend procedures to 
correct said matter. 

Such suspension shall continue until Seller provides Buyer with assurances in writing that are 
satisfactory to Buyer that the conditions causing Shipment of Coal not in accordance with this Agreement 
have been corrected and that Seller can and shall deliver Coal meeting Arficle I l l  requirements and meeting 
the “Contracted Half-Month specifications of Schedule 3.1-A (attached hereto and hereby made a part of 
this Agreement). 

Upon receipt by Buyer of Seller‘s satisfactory written assurances, as determined by Buyer in its sole 
discretion, shipments shall be resumed at the rate specified in Article II. 

(d) In the event that: (i) Seller fails to provide Buyer with such assurances within 
after the date of Buyer‘s notice of suspension as described in this Section 2.5; or (ii) havi 
assurances, Seller fails to correct such conditions and resume shipments in the ensuing 
thereafter; or (iii) after such resumption of shipments, Seller‘s subsequent deliveries at any time during the 
ensuing ninety (90) days fall below the minimum or exceed the maximum “Suspension” or “Rejection” 
specifications applicable under Article I l l ;  then such event shall constitute an Event of Default under 
Article XVlli hereof. 

(e) Whether shipments suspended pursuant to this Article II  hereof shall be made up, as well as 
the scheduling of such make up, shall be at Buyer’s sole discretion. In the event Buyer exercises its right to 
require such make up, delivery of make up tonnage shall be scheduled so that such deliveries shall be 
shipped no later than three hundred sixty-five (365) calendar days following resumption of shipments. 

ARTICLE 111 
Quality Specifications 

Section 3.1. Qualify Specifications. Seller shall cause all Coal delivered to Buyer, pursuant to this 
Agreement, to comply with Quality Specifications set forth on Schedule 3.1-A. 

Buyer may terminate this Agreement or terminate deliveries from an Approved Production Source 
(where more than one [A] Approved Production Source is listed in Schedule 3.1-B [attached hereto and 
hereby made a part of this Agreement]) if Buyer in its reasonable judgment determines through operating 
experience that the Coal therefrom, even if the Coal meets the requirements and specifications of Schedule 
3.1-A, (i) causes unsatisfactory performance at the Plant, or (ii) requires Buyer to modify equipment, 
facilities, practices, or processes. In such event, Buyer shall provide Seller with written notice thereof, 
specifying the basis of such unsatisfactory performance or modification requirement. Seller may propose to 
deliver Coal having such different specifications in accordance with the remainder of the terms and 
Conditions of this Agreement (specifically at the price provisions set forth in Article V) if such change in 
specifications is believed to have a reasonable probability of resolving the performance problems 
experienced by Buyer; provided, however, that those provisions dealing with quality will be changed 
appropriately to accommodate such different specifications. If the Parties fail to mutually agree to continue 
deliveries as proposed by Seller, Buyer‘s initial termination notice shall remain in effect. Upon such 
termination, if any, neither Party shall have any obligation to the other Party, except for payment for prior 
performance. Additionally, the Parties agree that this termination shall not constitute an Event of Default as 
provided for in Article XVIII of this Agreement and, therefore, no damages shall apply. 
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ARTICLE 6V 
- Billina and Pavment: Financial Reports 

Seller shall submit to Buyer the weight, analytical, and cost data on all Coal shipped during each 
If- Half-Month to each respective consigned destination within Business Days a@ 

Month period. Such invoice shall include a reference to this Agreement's contract numbe 

after the 
Half-Month period, provided Seller's invoice is submitted in accordance w i g  the preceding paragraph. 
Seller shall provide Buyer aft pertinent wire transfer instructions on each invoice. Buyer shall not be 
obligated to make payment to Seller for Shipments of Coal until the analytical results have been provided to 
Buyer. 

Payment shall be made by wire transfer or electronic means in immediately available United Stales 
dollars for all Coal received, loaded, taken into account, and accepted hereunder. If not already provided in 
this Contract, Seller shall provide Buyer all pertinent remittance instructions in a letter (containing the bank 
name, account name, ABA number, and account number, as well as Seller's federal tax identification 
number) which shall be signed by an officer of Seller. Any change in the remittance instructions shall be 
provided in the same manner. 

Buyer shall make payment by electronic transfer to Seller within 

If applicable, Seller shall include on its invoice the statement "Seller certifies that Qnsert number1 
Tons were mined in Virginia," such statement to be separately signed by Seller. 

If Buyer in good faith reasonably disputes an invoice, it shall provide a written explanation specifying 
in detail the basis for the dispute and pay any undisputed portion no later than the due date. Upon 
resolution of any dispute involving an invoice, any additional amount owing shall be paid with interest (the 
prime rate of interest for tlnited States dollars as published from time to time under the section tilled. 

but not to exceed the 
maximum applicable lawful interest rate [hereinafter ''Interest Rate"]). If any Party fails to pay amounts 
under this Agreement when due, unless such amount is the subject of a dispute as provided above, or is 
excused by Force Majeure, in addition to the rights and remedies provided in this Agreement, the aggrieved 
Party shall have the right to suspend performance under this Agreement until such amounts plus interest 
have been paid, andlor exercise any remedy available at law or in equity to enforce payment of such 
amount plus interest at the Interest Rate defined herein. 
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If requested by either Party, the other Party (or its Guarantor) shall deliver to the requesting Party (i) 
within following the end of each fiscal year, a copy of the Party's portion of 
the a audited consolidated financial statements for such fiscal year for such Party 
and ( after the end of each of its a copy of 
the quarterly report containing unaudited consolidated financial statements for such fiscal quarter far the 
Party. In all cases, the statements shall be for the most recent accounting period and shall be prepared in 
accordance with generally accepted accounting principles, provided however, that should any such 
statements not be available on a timely basis due to a delay in preparation or certification, such delay shall 
not be an Event of Default so long as the relevant entity diligently pursues the preparation, certification, and 
delivery of the statements. 

In the event a Party's financial statements are filed with the Securities and Exchange Commission 
and are available at www.sec.gov, then such Party has fulfilled its obligations hereunder-. 

ARTICLE V 
Contract Price 

The Contract Price slial! be FOB barge, per Ton, at the Designated Delivery Point, as follows: 

if such market pricing is less 
and if such market pricing is 
per Ton. Notwithstanding the 
hall not be required to deliver 
o negotiations in an attempt to 

then the Agreement will terminate end of 

Except as provided herein under Article VII, the Contract Price shall be firm and not subject lo  any 
adjustment. 

http://www.sec.gov
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ARTICLE VI 
Taxes and Other Liabilities 

Section 6.1” Each Party shall use Commercially Reasonable Efforts to administer this Agreement 
and implement the provisions in accordance with the intent to minimize Taxes, but neither Party shall be 
obligated to incur additional expenses in doing so. Seller shall be solely responsible for all assessments, 
fees, costs, expenses, and Taxes (including without limitation, New Taxes, hut not income taxes) imposed 
by governmental authorities or other third parties (“Third Party Impositions”) relating to the mining, 
beneficiation, production, sale, use, laading and delivery of Caal to Buyer or in any way accrued or levied at 
or prior to the transfer of title to the Coal to Buyer, and including, without limitation, all severance taxes, 
royalties, black lung fees, reclamation fees. Buyer shall be solely responsible for Third Party Impositions 
relating to the Coal accrued or levied after the transfer.of title to the Coal to Buyer. 

If either Party is exempt from Taxes, it shall provide a certificate of exemption or direct pay permit, or 
other reasonable satisfactory evidence of such exemption. 
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~- Section 6.3. Each Party shall indemnify, release, defend, and hold harmless the other Party, its 
officers, directors, affiliates, agents, and employees, from and against any and all Third Party Impositions 
with respect to the Coal that are the responsibility of such Party. 

ARTICLE VI1 

ARTICLE Vlll 
Weighinq, Samplinq. and Analyses 

Weighing, sampling, and analyses shall be performed in accordance with the provisions of 
Schedule 8.1 (attached hereto and hereby made a part of this Agreement). 

ARTICLE IX 
Other Governmental Leaislation. Reaulations, and Orders and Sustainabilitv Survey 

Section 9.1. Seller and Buyer shall make good faith efforts to comply with the provisions of all 
federal, state, and other governmental laws and any applicable orders andlor regulations, or any 
amendments or stipplements thereto, which have been, or may at any time be, issued by a governmental 
agency. 
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Section 9.6. lJnless exempted, the Parties shall comply with the equal employment opportunity 
clause in Section 202 of Executive Order 11246 and all applicable rules, regulations, and relevant orders 
pertaining to Executive Order 11246, Section 503 of the Rehabilitation Act of 1973, and Section 4212 of the 
Vietnam Era Readjustment Assistance Act of 1974, as amended. The Parties represent that they do not, 
and shall not for the Term of the Agreement, provide or maintain for its employees facilities that are 
segregated on the basis of race, color, religion, sex or national origin. The Parties represent that they will 
not assign its employees to perform any work related to the Agreement at a location where facilities are 
segregated on the basis of race, color, religion, sex or national origin. 'The Parties agrees that they will not 
enter into any agreement to obtain goods or services relating to the Agreement with any entity that 
provides, maintains or assigns its employees to work at locations where facilities are segregated on the 
basis of race, color, religion, sex or national origin. As used herein, "facility" means waifing rooms; work 
areas; restaurants and other eating areas; time clocks; locker rooms and other storage or sleeping areas, 
except as necessary to assure privacy between male and female employees; parking lots, drinking 
fountains; recreation or entertainment areas; and transportation. If not otherwise exempted by Title 48 and 
to the extent applicable, the Parties will comply with 48 CFR $52.219-8, Utilization of Small, Small 
Disadvantaged, and Women-Owned Small Business Concerns, and 48 CFR 552.21 9-9, Small, Small 
Disadvantaged, and Women-Owned Small Business Subcontracting Plan. If not otherwise exempted by 41 
CFR $60-1.5, the Parties represent that they will file all reports or other required information specified in 41 
CFR $60-1.7. Seller agrees to participate in and complete Buyer's annual sustainability survey each year 
during the Term of this Agreement, including any extensions thereof. 

ARTICLE >( 

Representations 
On the Effective Date, each Party represents and warrants to the other Party that: 
a) it is duly organized, validly existing and in good standing under the laws of jurisdiction of its 

formation; 

it has all regulatory authorizations necessary for it to legally perform its obligations under this 
Agreement; 

the execution, delivery and performance of this Agreement are within its powers, have been 
duly authorized by all necessary action and do not violate any of the terms and conditions in its 
governing documents, any contracts to which it is a party or any law, rule, regulation, order or 
the like applicable to it; 

this Agreement and each other document executed and delivered in accordance with this 
Agreement constitutes its legally valid and binding obligation enforceable against it in 
accordance with its terms, subject to any equitable defenses; 

b) 

c) 

d) 
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Buyer is acting as an agent far disclosed Parties, and Seller is acting for its own account; each 
Party has  made its own independent decision to enter into this Agreement and as  to whether 
this Agreement is appropriate ar proper for it based upon its own judgment, is not relying upon 
the advice or recommendations of the other Party in so doing, and is capable of assessing the 
merits of and understanding, and understands and accepts, the terms, conditions and risks of 
this Agreement; 

it is not bankrupt and there are  no Bankruptcy Proceedings pending or being contemplated by it 
or, to its knowledge, threatened against it which would result in it being or becoming bankrupt; 

there is not pending or, to its knowledge, threatened against it or any of its Affiliates any legal 
proceedings that could materially adversely affect its ability to perform its obligations under this 
Agreement; 

no Event of Default with respect to it has occurred and is continuing and no such event or 
circumstance would occur as  a result of its entering into or performing its obligations under this 
Agreement; 

it is a "forward contract merchant" and this Agreement is a "forward contract" within the 
meaning of the United States Bankruptcy Code: 

it has entered into this Agreement in connection with the conduct of its business and it has  the 
capacity or ability to Make or take delivery of all Coal referred to in this Agreement; 

with respect to this Agreement, it is an "eligible contract participant" as  defined in 
Section 'la(12) of the Commodity Exchange Act, as  amended VUSC § Ia('i2)l; 

all applicable information that is furnished in writing by it or on behalf of it fo the other Party 
pursuant to this Agreement (as described on Schedule 10, attached hereto and hereby made a 
part of this Agreement) is as of the date provided true, accurate and complete in every material 
respect. Far purposes of this representation, financial information provided via posting on the 
lnternet shall be  deemed to be  written inbrmation provided to the other Party; 

no event or circumstance exists at any Approved Production Source (as provided under 
Schedule 3.1-B), that would constitute an event of Force Majeure under this Agreement. 

Each Party represents that the individuals signing this Agreement on behalf of each of them has 
been duly authorized to do  so. This Agreement will become a valid and binding contract only upon its 
execution by such persons authorized to bind both Parties. 
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ARTlCtE XI 
A S  

Each Party (and its representatives) has the right, at its sole expense during normal working hours 
and upon reasonable advance notice, to examine the records of the other Party, but only to the extent 
reasonably necessary l o  verify the accuracy of any statement, charge or computation made pursuant to this 
Agreement or to examine other matters that relate to a Party’s performance or nonperformance of this 
Agreement. If requested, a Party shall provide to the requesting Party statements evidencing the quantities 
and qualities of Coal delivered or received at the Delivery Point, or other documentation relating to a Party’s 
performance or nonperformance. If any such examination reveals any inacciiracy in any statement, the 
necessary adjustments in such statements and the payments thereof will be promptly made and shall bear 
interest calculated at the Interest Rate from the date the overpayment or underpayment was made until 
paid; provided, however, that no adjustment for any statement or payment will be made unless objection to 
the accuracy thereof was made in writing, in reference hereto, prior to the lapse of from the 
rendition thereof; and provided further, that for the purpose of such statement and payment objections, this 
Article XI will survive any termination of this Agreement. 

’ 

ARTICLE XI1 
Force Maieure 

To the extent either Party is prevented by Force Majeure from carrying out, in whole or part, its 
obligations under this Agreement and such Party (the “Claiming Party”) gives notice and details, orally and 
confirmed promptly in writing, of the Force Majeure to the other Party as soon as practicable (but in no 
event later than days after the occurrence thereof), then the Claiming Party shall be excused from 
the performance of its obligations during such event. The Claiming Party shall remedy the Force Majeure 
with all reasonable dispatch. The non-Claiming Party shall not be required to perform or resume 
performance of its obligations to the Claiming Party corresponding to the obligations of the Claiming Party 
excused by Force Majeure. Failure to give such notice and furnish such information within the time 
specified shall be deemed a waiver of all rights under this Article for such period of time during which notice 
was not given. Buyer and Seller shall exercise reasonable efforts to mitigate or eliminate the conditions 
which have caused the Force Majeure condition, provided, however, nothing herein contained shall be 
construed as requiring Seller or Buyer to accede to any demands of labor, or labor unions, or suppliers, or 
other parties which Seller or Buyer considers unacceptable. No suspension or reduction by reasons of 
Force Majeure shall invalidate the remainder of this Agreement but, on the removal of the cause, shiprnents 
shall resume at ied rate. The Claiming Party shall furnish the non-Claiming Party a monthly 
statement by the of the calendar month setting forth the amount of tonnage not shipped or to be 
reduced because of Force Majeure causes asserted during the second preceding calendar month, 

ll have the option, up0 
written notice, to terminate this Agreement and the obligations of the Parties thereunder. 

In the event of a Force Majeure, delivery of the affected quantity of Coal shall not be made up 
except at the sole discretion of the non-Claiming Party. 

If Seller claims Force Majeure under this Agreement and has obligations to provide Coal of a similar 
type and quality as the Coal under other coal sales agreements, or if Buyer claims Force Majeure and has 
obligations to purchase caal of a similar type and quality as fhe Goal under other coal sales agreements, 
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then any reductions in Seller’s deliveries or Buyer’s purchases (as applicable) shall be allocated by the 
Party claiming Force Majeure on a pro rata basis among this Agreement and such other coal purchase or 
sales agreements involving coal of a similar type and quality as the Coal, to the extent contractually 
permitted by such agreements. Without limiting the generality of this Article, in the event of a Force 
Majeure event which causes a partial or total curtailment of electrical generation from or electrical 
generating capacity at the consigned destination or partial or total curtailment of transmission or distribution 
of electricity therefrom, Buyer shall at its option, be relieved under this Article fram its obligation to accept 
up to the pro rata (based on such partial curtailment) quantity or entire (based on such total curtailment) 
quantity of Seller’s Coal scheduled for delivery for the period during which such event or occurrence exists 
or existed. 

ARTICLE Xlll 
Warranties 

In addition to all other warranties and representations made by Seller in this Agreement, Seller 
represents and warrants that (i) Seller, its affiliates or subsidiaries, shall by the Effective Date of this 
Agreement, own or control sufficient reserves of Coal as defined in Schedule 3.1-6 to satisfy the quantity 
and quality provisions for this Agreement; (ii) Seller hereby certifies that it is in good faith compliance with 
the rules, practices, and standards issued by any and all governmental agency(ies) with respect fa 
legislation, regulations, rules, or mandates which were in effect either by interim or final rules, or passed, 
adopted, or promulgated but to go into later effect, as of the time specified for the first delivery of Coal 
hereunder, including all laws and regulations regarding the mining and sale of Coal (notices and orders 
issued under the Federal Coal Mine Health and Safety Act and State and Federal Reclamation Acts 
excepted); and (iii) Seller has filed or will have filed in a timely manner to have obtained by said time all 
licenses, permits, certificates and other documents necessary for it to fulfill its obligations hereunder. Seller 
shall furnish annually to Buyer a statement indicating the amount of reserves that remain to fulfill the 
quantity and quality requirements of this Agreement. 

Seller covenants that it will, and does hereby, dedicate to this Agreement such quantity of said Coal 
reserves as is required for the full performance of Seller‘s obligations hereunder and that Seller will not sell 
nor contract to sell to others Coal from said reserves in such quantity and quality as to jeopardize its ability 
to deliver the total quantity and quality of Coal called for by this Agreement. Nothing in this Article Xlll shall 
be construed as preventing Seller from mining and selling Coal from said reserves to others provided the 
foregoing provisions with respect to said reserves are complied with. 

ARTICLE XIV 

ARTICLE XV 
Limitation of L iab iu  

NOTWITHSTANDING AN’PTHING CONTAINED HEREIN AND REGARDLESS OF THE LEGAL OR 
EQLJITABLE BASIS OF ANY CLAIM, IN NO EVENT SHALL EITHER PARTY BE LIABLE FOR ANY 

15 
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SPECIAL, INDIRECT, INCIDENTAL,, CONSEQUENTIAL, PUNITIVE OR OTtiER FORM OF NON-DIRECT 
DAMAGES ARISING OUT OF OR RELATING TO THIS AGREEMENT, INCLUDING WITHOUT 
P_IMITATION, ANY DAMAGES RESULTING FROM LOSS OF USE, OR LOSS OF REVENUES OR 
PROFITS, EVEN IF SUCH PARTY WAS BEEN ADVISED OF THE POSSIBILITY OF SlJCH DAMAGES. 

ARTICLE XVI 
Title, Risk of Loss. and lndemnitv 

Title for Coal conforming to this Agreement shall pass to Buyer as follows: 
a) Title to and risk of loss (except as provided in Schedule 2.4) of the Coal will pass to Buyer as the 

b) Title shall revert back to Seller immediately upon any Shipment rejection by Buyer as provided 

Seller warrants that it has title to the Coal and will deliver the Coal to Buyer free and clear of all 
liens, claims, and encumbrances arising prior to the transfer of title to Buyer. Seller and Buyer shall each 
indemnify, defend, and save harmless the other Party, its officers, directors, affiliates, agents, and 
employees from and against any liabilities, expenses, losses, claim, damages, penalties, causes of action, 
or suits arising out of or in connection with its failure to comply with its obligations under this Agreement. 

Seller shall indemnify, save harmless, and defend Buyer and its affiliates, its officers, directors, 
agents, and employees (all referred to in this sentence as "Buyer") from and against any liabilities, 
expenses, losses, claims, damages, penalties, causes of action, or suits, and all other ohligations 
whatsoever, including without limitation, all judgments rendered against and all fines and penalties imposed 
upon Buyer (whether severally, or in combination with others) and any reasonable attorneys' fees and any 
other costs of litigation (all of which are hereinafter referred to as "Liabilities") arising out of injuries or death 
to any person(s), or damage to any property, caused by or related to, in whole or in part the railcars (or 
barges, if applicable) furnished hereunder (as applicable), between the time that such railcars (or barges, if 
applicable) are delivered to Seller or Seller's agent and the time that custody thereof is properly returned to 
Buyer (or to Buyer's agent carrier, if applicable), or if deliveries are by truck, arising out of injuries or death 
to any person(s), or damage to any property, caused by or related to, in whole or in part, to trucking of Coal, 
whether such Coal is trucked by Seller or Seller's trucking contractor(s). Any injury or death to person(s) or 
damage to property as hereinbefore described shall be reported to Buyer by Seller immediately upon the 
occurrence thereof, and confirmed in writing as soon as possible. 

barges are loaded at the Designated Delivery Point. 

elsewhere in this Agreement. 

ARTICLE XVll 
Nett inn and Set Off 

In addition to any other remedies provided by law or in equity, if the Parties are required to pay any 
amount under this Agreement in the same month, then such amounts with respect to each Party may be 
aggregated and the Parties may discharge their obligations to pay through netting, in which case the Party, 
if any, owing the greater aggregate amount shall pay to the Party owed the difference between the amounts 
owed. Each Party reserves to itself all rights, setoffs, counterclaims, Combination of accounts, liens and 
other remedies and defenses which such Party has or may be entitled to (whether by operation of law or 
otherwise). The obligations to make payments under this Agreement may be offset against each other, set 
off  or recouped therefrom. 
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ARTICLE XVlll 
Events of Default, Remedies and Limitation of Liabilities 

Section 5‘8. ?. An event of default (“Event of Default”) with respect to a Party (the “Defaulting Party”) 
shall mean any ofthe following: 

a) the failure of the Defaulting Party to pay when due any required payment and such failure is not 
remedied within three (3) Business Rays, after receipt of written notice thereof, provided the payment is not 
subject to a good faith dispute as described in Article IV; 

b) an event described under paragraph (d) of Article I I ,  Section 2.5, Rejection and Suspension, has 
occurred; 

c) any representation or warranty made by a Party herein shall prove to be untrue in any material 
respect when made; 

d) the failure of the Defaulting Party to comply with its other respective covenants or obligations 
under this Agreement and such failure continues uncured for five (5) Business Days after receipt 
of written notice thereof; 

e) the Defaulting Party shall be subject to a Bankruptcy Proceeding; 
f )  (i) the expiration or termination of any Credit Support of such Party’s obligations under this 

Agreement (other than in accordance with its terms) prior to the satisfaction of all obligations of such Party 
under each Transaction to which such Credit SUPPOI? relates without the written consent of the other Party; 
(ii) failure by the Party providing Credit Support to make, within Business Days prior to the 
expiration or termination of any Credit Support, adequate arrang r new and equivalent (or a 
renewal of existing) Credit Support to become effective immediately upon the expiration of the existing 
Credit Support without the written consent of the other Party; (iii) failure of a Party’s Credit Support Provider, 
if any, to perform any covenant in its Guaranty; (iv) such Credit Support Provider becomes subject to a 
Bankruptcy Proceeding; or (v) failure of Seller to increase its Guaranty in accordance with Article XIV. 

g) the Defaulting Party fails to establish, maintain, extend, or increase Performance Assurance 
when required pursuant to this Agreement; 

h) the occurrence of a Material Adverse Change with respect to the Defaulting Party; provided 
n Event of Default if the  Defaulting Party, within 

after the date of notice, provides to the Mon-Def 
is continuing, Performance Assurance with the Non- 

unt equal to the sum of (in each case rounding upwards for any fractional amount. 

i) the Settlement Amount that would be owed to the Non-Defaulting Party; plus 
ii) if the Non-Defaulting Party is Seller, t he  amount equal t 

entitled to receive under this Agreement for Coal scheduled during th 
Material Adverse Change (the amount of said Performance Assurance to be adjusted quarterly to reflect 
amounts owing at that point in time). 

Section 18.2. Upon the occurrence and during the continuance of an Event. of Default, the other 
Party (the Won-Defaulting Party”) may, in its sole discretion: 

a) terminate, accelerate, and liquidate the Parties’ respective obligations under this Agreement by 
establishing, and notifying the Defaulting Party of, an early termination date (which shall be no earlier than 
the date of such notice nor later than days after the date of such notice) on which this 
Agreement shall terminate (“Early Termination Date”); andlor 

b) withhold any payments due to the Defaulting Party until such Event of Default is cured; andlor 
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c) suspend performance of its obligations under this Agreement until such Event of Default is cured. 

The rights and remedies of a Nan-Defaulting Party set forth herein with respect to an Event of Default of the 
other Party are not exclusive, the exercise of thereof shall not constitute an election of remedies and the 
Non-Defaulting Pam shall in all events be entitled to s e e k  whatever additional remedies may be  
available in law or in equity. 

In calculating damages, the Non-Defaulting Party shall calculate, in a good faith commercially 
reasonable manner, the damages as soon as is reasonably practicable and shall promptly notify the 
Defaulting Party of the amount thereof. In calculating damages, the Non-Defaulting Party shall set off all 
amounts that are due to the Defaulting Party against such damages so that the damages shall be netted to 
a single liquidated amount. The Defaulting Party shall, within of the Non-Defaulting 
Party’s determination of damages, pay such amount, including interest thereon at the Interest Rate from the 
date of the Event of Default until paid in full. 

Section 18.3. Notwithstanding any provision to the contrary contained in this Agreement, the Non- 
Defaulting Party shall not be required to pay the Defaulting Party any amount under this Article XVIII, until 
the Nan-Defaulting Party receives confirmation satisfactory to it, in its reasonable discretion (which may 
include an opinion of its counsel), that all other obligations of any kind whatsoever of the Defaulting Party to 
make any payments to the Edon-Defaulting Party under this Agreement (or otheiwise) have been fully and 
finally performed. 

ARTICLE XIX 
Grant of Securitv Interest 

For the avoidance of doubt, the following grant of a security interest does not cover the general 
assets of either Party, but is limited solely to any Performance Assurance delivered by a Party to the other 
Party under this Agreement, and is not intended to be read as inconsistent with the lending arrangements of 
a Party hereunder as this is not a general grant of a security interest, but only a grant of security interest 
with respect to any Performance Assurance delivered hereunder. Accordingiy, to secure its obligations 
under this Agreement and only to the extent either or both Parties deliver Performance Assurance 
hereunder, each Party (a “Pledgor”) hereby grants to the other Party (the “Secured Party”) a present and 
continuing first prinrify secured interest in, and lien on (and right of recoupment and setoff against), and 
assignment of, all such Performance Assurance, including, any such cash collateral delivered as 
Performance Assurance and cash equivalent collateral delivered as Performance Assurance and any and 
all proceeds resulting therefrom or the liquidation thereof, whether now or hereafter held by, on behalf of, or 
for the benefit of, such Secured Party, and each Party agrees to take such action as the other Party 
reasonably requires in order to perfect the Secured Party’s first-priority security interest in, and lien on (and 
right of recoupment and/or setoff against), such collateral and any and all proceeds resulting therefrom or 
from the liquidation thereof. 
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ARTICLE XX 
Holding and Using of Performance Assurance 

Each Party will be entitled to hold Performance Assurance so long as the credit rating of the senior 
unsecured debt obligation of the entity or its guarantor is rated at least 

and further provided that an Event of Default has not occurred and is not continuing with respect to 
the Party. If an Event of Default has occurred and is continuing with respect to a Party or its guarantor (if 
any) or if a Party or its Guarantor, if any, is not rated or has a rating below the aforesaid standard, then, if it 
holds Performance Assurance, it shall be required to immediately place all such Performance Assurance in 
an escrow account with an independent third-party financial institution mutually acceptable to the Parties. 

ARTICLE XXI 
Earlv Termination Pavment and Remedies 

If this Agreement terminates on an Early Termination Date, the Non-Defaulting Party shall calculate, 
in a good faith commercially reasonable manner, the Settlement Amount as of the Early Termination Date 
as soon as is reasonably practicable and shall promptly notify the Defaulting Party of the amount thereof. 

“Settlement Amount” shall mean the present value of the single net aggregate amount for the 
remaining Term of the Agreement, including any exercised option period, of any Losses, Costs, and Gains, 
expressed in United States dollars, which the Non-Defaulting Party incurs as a result of the early 
termination of this Agreement in accordance with Article XVIII, including, but not limited to, Losses or Gains 
based upon the then current replacement value of this Agreement, the amounts of any unpaid invoices, and 
the amount for Coal delivered but not yet billed. In calculating the Settlement Amount, the Non-Defaulting 
Party shall set off all amounts that are due to the Defaulting Party against such Settlement Amount so that 
the Settlement Amount shall be netted to a single liquidated amount. Any collateral being held by the Non- 
Defaulting Party shall be setoff against the amount owed to the Non-Defaulting Party. If the Defaulting 
Party is holding collateral posted by the Non-Defaulting Party, then the Non-Defaulting Party will have the 
right to set off that amount against any payment to be made to the Defaulting Party. 

The Nan-Defaulting Party shall provide the Defaulting Party with an explanation of how it calculated 
the Settlement Amount, as well as supporting calculations and docurnenfation reasonably requested by the 
Defaulting Party. The Non-Defaulting Party shall use good faith commercially reasonable efforts to mitigate 
any Costs or Losses it is entitled to hereunder. The Defaulting Party shall have the right to audit (through a 
third-party independent auditor mutually agreed to by the Parfies) the calculation of all of the Non-Defaulting 
Party’s Gains, Losses and Costs. 

If the present value of the Non-Defaulting Party’s aggregate Losses and Costs (net of any amounts 
due to the Defaulting Party) exceed the present value of its aggregate Gains, all as finally determined in 
accordance with the preceding provisions of this Article XXI, the Defaulting Party shall, within 
Business Days of such final determination, pay the Settlement Amount to the Non-Defaulting Party, 
including interest thereon at the Interest Rate from the Early Termination Date until paid in full. If the 
Defaulting Party disputes the Non-Defaulting Party’s calculation of t ent Amount, the Defaulting 
Party will provide its calculations to the Non-Defaulting Party within Business Days of receipt of 
calculation from the Non-Defaulting Party. The Defaulting Party shall nevertheless pay to the Non- 
Defaulting Party the undisputed portion of the Settlement Amount and provide performance Assurance for 
the remaining amount. 
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ARTICLE &YII 
Successors, Assiqns, and Assignment 

(a) This Agreement shall inure to the benefit of and be binding upon the Parties hereto and their 
respective successors and assigns and shall not be assigned or otherwise conveyed, in whole or in part, by 
either Party without the prior written consent of the other, except as provided in (b) and (c) below. 

(b) Either Party may without the written consent: of the other assign to any financing institution or 
institutions this Agreement or any monies due or to become due hereunder. 

(c) This Agreement may be assigned to an Affiliate by either Party, without the prior written consent 
of the other, provided, that if this Agreement is assigned or otherwise conveyed to an Affiliate, the assignor 
or conveying Party shall take all necessary actions, and shall require its affiliated assignee or Affiliate 
receiving entity, and any subsequent affiliated assignee(s) and affiliated receiving entity(ies), to take all 
necessary actions to prevent a non-Affiliate from acquiring the assignor's or conveying Party's rights and 
obligations pursuant to this Agreement without the prior written consent of the other Party. 

No assignment under this Article XXll or conveyance of any interest in this Agreement shall in any 
way relieve the assignor or the conveying Party frarn liability for full performance under this Agreement. 
Any such affiliated assignee, or other entity to whom an interest is conveyed (which conveyance must he 
with the prior written consent of the other Party), shall assume and agree to be bound by the terms and 
conditions of this Agreement. 

Written consent to one or more assignments shall not be construed as waiving the necessity of 
obtaining written consent to other andlor additional assignments. 

ARTICLE XXlll 
Counterparts, Survival and SeverabiliQ 

This Agreement may be executed in several counterparts, each of which is an original and all of 
which constitute one and the same instrument. All audit rights shall survive the termination of this 
Agreement in full for a period of (except with respect to audit rights as to Third Party 
Impositions which shall survive for the applicable statute of limitations, including any extensions thereof). 

Should any provision of this Agreement for any reason be declared invalid or unenforceable by final 
and applicable order of any court or regulatory body having jurisdiction, such decision shall not affect the 
validity of the remaining portions, and the remaining portions shall remain in effect as if this Agreement had 
been executed without the invalid portion. In the event any provision of this Agreement is declared invalid, 
the Parties shall promptly renegotiate to restore this Agreement as near as possible lo  its original intent and 
effect. 

AR'TICLE XXIV 
Expenses 

In addition to the other indemnification rights set forth in this Agreement, the Defaulting Party will, on 
demand, defend, indemnify and hold harmless the Non-Defaulting Party for and against all reasonable out- 
of-pocket expenses, including legal costs, incurred by the Non-Defaulting Party by reason of the 
enforcement and protection of its rights under this Agreement, including, but not limited to, costs of 
collection. 

I 
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ARTICLE XXV 
Non-Waiver and Dutv to Mitisate 

No waiver by any Party of any of its rights with respect to any other Pariy or with respect to any 
matter or default arising in connection with this Agreement shall be construed as a waiver of any 
subsequent right, matter or default whether of a like, kind, or different nature. Any waiver shall be in writing 
signed by the waiving Party. 

Each Party agrees that it has a duty to mitigate damages. 
Except as otherwise set forth in this Agreement, nothing contained in this Agreement shall be 

construed or constitute any Party as the employee, agent, partner, joint venturer or contractor of any other 
Party. 

This Agreement is made and entered into for the sole protection and legal benefit of the Parties, and 
their permitted successors and assigns, and no other Person shall be a direct or indirect legal beneficiary 
of, or have any direct or indirect cause of action or claim in connection with, this Agreement. 

ARTICLE XXVl 
Addresses for Notices 

Notices required under this Agreement may be exercised verbally, but shall be provided to the other 
Party in writing as soon as practicable to the addresses Shawn herein. The Parties shall be legally bound 
from the date the notification is exercised. 

shall be reported to the recipients designated by and in the manner specified by Buyer. 
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For all notices, other than shipping notices, to Buyer: 
American Electric Power Service Corporaiion 
Attn: Fuel Contract Administration 
155 West Nationwide Boulevard, Columbus, OH 43215 
Phone: 614-583-6100 Fax: 614-583-1627 
E-mail: FuelContractAdmin@aepxom 

Unless expressly provided otherwise, notices shall b e  in writing and delivered by hand or electronic 
means or transmitted by facsimile or sent by postage prepaid, certified mail, return receipt requested, or by 
overnight mail or courier. Notices hand delivered or delivered by electronic means shall be  deemed 
delivered by the close of the Business Day on which it was hand delivered or delivered by electronic means 
(unless hand delivered after close of the Business Day in which case it shall be deemed received by the 
close of the next Business Day). Notices provided by facsimile shall be  deemed to have been received 
upon the sending Party’s receipt of its facsimile machine’s confirmation of a successful transmission. If the 
day on which such facsimile is received is not a Business Day or is after five p.m. Eastern Prevailing Time 
on a Business Day, then such facsimile shall be  deemed to have been received on the following Business 
Day. Notices provided by postage prepaid, certified mail, return receipt requested, or by overnight mail or 
courier, shall be  deemed delivered upon mailing. A Party may change its address by providing notice 
thereof in accordance wifh this Article XXVl. 

ARTICLE XXVll 
Confidentiality 

Section 27. I Neither Party shall disclose, either directly or indirectly, the terms of this Agreement io 
a third party without the written consent af the  other Pa@ (other than a Party’s and its Affiliates’ employees, 
tenders, counsel, accountants, advisors or prospective permitted purchasers), except in order to comply 
with any applicable law, order, regulation or exchange rule; provided, each Party shall notify the other Party 
of any proceeding of which it is aware which may result in disclosure, notify the other Party as much in 
advance as practicable prior to any required actual disclosure and use  reasonable efforts to prevent or limit 
the disclosure. This obligation shall continue to remain in full force and effect during the Term of this 
Agreement and for 

“Personally Identifiable Information’’ or “PII” means any information to which Seller andlor its 
subcontractor(s) is provided access that could identify a n  individual either directly or indirectly including, 
without limitation, to the individual’s name, credit card numbers, social security number, biometric, bank 
account numbers, passport numbers, computer passwords or health, financial, or employment information 
and other individual confidential information. 

To the extent that during the performance of this Agreement Seller andlor its subcontractor(s) 
acquires access to or encounters any PII, Seller andlor its subcontractor(s) shall treat such PI1 as 

months after the date of termination or expiration of this Agreement. 
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confidential and safeguard such Pli from unauthorized use and disclosure. 

Section 27.2 Permiffed Disclosure. Either Party shall have the right to disclose Confidential Information (i) 
to the extent required by applicable law or legal process or to any governmental authority requiring or 
requesting such information; and (ii) disclose confidential Information in any litigation arising in connection 
with this Agreement; provided that: (1) such Confidential Information is disclosed only to the extent required 
by law, rule, regulation, procedure, subpoena, court order or court requirement, or material to the issues 
involved in or determinative to the outcome of such litigation arising in connection with this Agreement; (2) 
such Confidential Information is submitted under any applicable provisions for confidential treatment by any 
Governmental Authority to which it is disclosed; and (3) the disclosing Party (the "5isclosing Party'') shall 
first in ALL INSTANCES (A) give the other Party (the "Non-Disclosing Party") as much prior notice of 
disclosure as is reasanably practicable, BUT IN ALL CASES NO LESS THAN 

Either Party shall have the right to disclose Confidential Information to (i) its advisors, auditors, legal 
counsel and insurers; (ii) its Affiliates; (iii) bona fide potential purchasers of an interest in Seller; provided, 
however, any such party receiving any Confidential Information shall be advised to maintain AND AGREES 
TO MAINTAIN the confidentiality of and use such Confidential Information in accordance with the terms 
hereof, and each Party shall be responsible for the actions of any such Persons to whom it discloses 
Confidential Information as though committed by such Party itself. 

ARTICLE XXVIII 
Entire Aureement. Amendments, and Interpretation 

This Agreement and Schedtrles 2.4, X'l-A, 3.1-B, 7.2, 8.1, and 10 attached hereto and made a part 
hereof constitute the entire agreement between the Parties relating to the subject matter contemplated by 
this Agreement and supersedes any prior or contemporaneous agreements or representations affecting the 
same subject matter. The Parties agree that parol or extrinsic evidence may not be used to vary or 
contradict the express terms of this Agreement. 

No amendment modification or change to tliis Agreement be enforceable unless reduced to a writing 
executed by the Party against whom such amendment, modification or change is sought to be enforced and 
shall reference this Agreement. 

The Parties acknowledge that each Party and its counsel have reviewed and revised this Agreement 
and that the normal rule of construction, to the effect that any ambiguities are to be resolved against the 
drafting Party, shall not be used in interpretation of this Agreement. 

All headings for articles and sections herein are for convenience and reference purposes only. Any 
capitalized terms used herein and not defined in the article or section in which it appears shall have the 
meaning set forth herein under Definitions. 
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ARTICLE XXIX 
Governinq Law: Waiver of Jurv Trial 

This Agreement shall be governed by and construed in accordance with the laws of the State of 
New York. Each Party waives its respective right to any jury trial with respect to any litigation arising under 
or in connection with this Agreement. Except as otherwise provided for herein, the provisions of the 
Uniform Commercial Code (“UCC’) of the state the law of which shall govern this Agreement shall be 
deemed to apply to this Agreement: and any Coal supplied hereunder shall be deemed to be “goods“ for 
purposes of the UCC. 

ARTICLE XXX 
Venue 

Each Party hereby submits to the exclusive jurisdiction of state or federal courts located in New Yorlc 
City, New York and all appellate courts therefrom and waives any objection which it may have at any time to 
the laying of venue of any proceedings brought in such court, waives any claim that such proceedings have 
been brought in an inconvenient forum, and further waives the right to object, with respect to such 
proceedings, that such court does not have jurisdiction over such Party. 

ARTICLE XXXI 
lmased Agreement 

Any original executed Agreement or other related document may be photocopied and stored on 
computer tapes and disks (“Imaged Agreement”). If an imaged Agreement is introduced as evidence in any 
judicial, arbitration, mediation or administrative proceedings, it shall be considered as admissible evidence. 
Neither Party shall object to the admissibility of the Imaged Document on the basis that such were not 
originated or maintained in documentary form under either the hearsay rule, the best evidence rule, or other 
rule of evidence. 

IN WITNESS WHEREOF, each Party hereto has caused this Agreement to be executed in its behalf by its 
proper officer thereunder duly authorized, all as of the day and year first above written. 
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SCHEDULE 2.4 
TRANSPORTATION SPECiFICATIOI\IS 
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se 

The Coal required and delivered hereunder a t  the Qesignated Delivery Point shall meet the 
following “Contracted Half-Month” Quality Specifications, which includes the followiiig “Suspension” and 
“Rejection” specifications. 

“As-Received‘’ Basis 
Contracted Half-Month (A)” Shipment (8)” 
Half-Month Suspension Limit Reiection Limit (DY 
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AP 

&roved Production Source(s) and Approved Reservefs) of Coal: 

Mine Name" 
Reserve Name 
Surface or Underground 
Coal Seam(s) 
County(ies)/State 
MSHA Mine ID No. 
Environmental Permit Nos. 

Mine Name* 
Reserve Name 
Surface or Underground 
Coal Seam(s) 
County (ies)/S tate 
MSHA Mine ID No. 
Environmental Permit Nos. 

Mine Name* 
Reserve Name 
Surface or Underground 
Coal Seam($ 
County(ies)/State 
MSHA Mine ID No. 
Environmental Permit Nos. 

Mine Name" 
Reserve Name 
Surface or Underground 
Coal Seam(s) 
County(ies)/State 
MSHA Mine ID No. 
Environmental Permit Nos. 

_ _ ~  _ _ ~  

*Map Attached 

Desiqnated Delivew P o i n m  
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Weights taken in accordance with this Schedule 8.1 shall be deemed accepted as correct (absent 

(a) Except as provided in (e) below, the weight of the Coal delivered by barge hereunder shall be 

manifest error) and shall govern all invoicing and payments hereunder. 

which Buyer may make from time to time, Seller shall inform Buyer of the results of such testing and 

calibration. The testing and calibration of such scales shall be accomplished in accordance with the 

guidelines outlined in the National Institute of Standards and Technology Handbook W, or other 

procedures which shall be mutually acceptable to Seller and Buyer. 

(b) Seller shall give prompt notice by telephone or facsimile and confirm such notice in writing to 
Buyer if and when any scales are discovered lo  be in error beyond the limits established above. If at any 

time the scales are determined to be in error beyond the limits established in (a) supra, an adjustment of the 

payment to Seller shall be made based on the assumption that the condition causing the scales to be in 

error beyond such limits shall have existed with respect to all Coal unloaded on and after 
prior to such discovery, or the date of the previous scale calibration, whichever is later. Such adjustment 

shall be in an amount equal to the difference in the weights as specified in the applicable invoices and the 

weights that would have been obtained had the scales been accurate 

multiplied by the price per Ton as stated in said invoices. 

(c) Buyer shall have the right, but not the duty, to have a representative present at any and all 
times to observe the determination of weights; however, Seller shall not be obligated to notify Buyer to be 

present. If Buyer should at any time question the accuracy of the weights thus determined, Buyer shall so 

advise Seller and confirm the same in writing, and Seller shall arrange to test the scales. IF such test 

shows the scales to be in error, they shall be adjusted to the required accuracy established above. If such 

test requested by Buyer shows the scales to be within the applicable limits established above for the 

respective scale, then Buyer shall pay all costs of such test, otherwise Seller shall pay all such cost. 

(d) Any payments due by either Party to the other, as a result of adjustment and/or payment of 
costs made pursuant to this Schedule 8, shall be paid in accordance with Article IV, Billing and Payment; 

Financial Reports. 

(e) During any period when Seller's scales are inoperable, determination of the quantities of Coal 
delivered shall be made by a procedure to be established at such time by agreement of Buyer and Seller. 
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(a) Seller shall sample the Coal or shall provide for the Coal to be sampled as it is loaded into each 

barae, analyze the sample(s) so obtained, and notify Buyer and the consigned destination of the short - .  . .  

proximate average analytical results 

of each barge. Seller's notification shall include its weight determination and the identifying number of 

each barge shipped, and shall be provided within after the Coal is loaded into the barges for 

shipment, or within should the barge be lo Saturday. Seller's analysis shall be reported 

to the recipients designated by and in the manner specified by Buyer. 
(b) All Coal delivered hereunder shall be sampled by Seller using a mechanical sampling system 

approximately at the time it is weighed by Seller on Seller's scales. Seller shall determine, by proper 

analyses made in its laboratory and at its expense, the "As-Received" quality and characteristics of the 

Coal. All sampling and analyses hereunder shall be performed in accordance with methods approved by 

the American Society for Testing and Materials (ASTM), or such other method as may he mutually 

acceptable. For purposes of determining moisture hereunder, the two-stage procedures as defined in 

ASTM 3302 shall he used. 

(c) Except as otherwise provided in this Schedule, the results of the sampling and analyses by 
Seller shall be accepted as the quality and characteristics of the Coal unloaded hereunder at each 

respective consigned destination. Each coal sample collected by the sampling party shall be properly 

divided into at least three subsamples. One subsample shall be immediately analyzed by the applicable 

laboratory for the governing contractual analysis. The second sample is lo be sealed in an airtight 

container and sent to the non-sampling party. The third subsample is to be sealed in an airtight container 

and held by the sampling party for a period of 

The non-sampling party may request analysis of the Referee Sample by an independent laboratory 

mutually agreed upon by the parties. If the results of the Referee Sample analysis and the governing 

contractual analysis are within ASTM Reproducibility limits, the original governing analysis shall control 

and the cost of analyzing the Referee Sample shall be borne by the party requesting the Referee Sample 

analysis If the results are outside such ASTM Reproducibility Limits, then the results of the Referee 

Sample analysis shall be used for payment, and the cost of analyzing the Referee Sample shall be borne 

by the sampling party. 

(d) Unless Buyer c s the accuracy of either the sampling or analyses made by Seller by 

written notice to Seller by th of the Half-Month following the Half-Month in which the Applicable 

Loi(s) of Coal represented by such sample(s) andtor analysis (analyses) was (were) talcen into account by 

Seller, Buyer shall be deemed to have waived all claims with respect to such sampling and analyses. 

(hereinafter the "Referee Sample"). 

31 
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TO: 
subsidiaries (individually arid collectively, the "Beneficiary"). 

FOR GOOD AND VALUABLE CONSIDERATION. the recebt and sufficiency of which are 

OHIO POWER COMPANY, its affiliates, successors and assigns, and any of its 

- 

unconditionally and absolutely guarantees the full and prompt payment and performance of all 
present and future obligations of Debtor to Beneficiary, aris& from Beneficiary's purchase or 
sale of coal and related services to Debtor, froni wliich Guarantor shall receive substantial 
benefits, whether such obligations are due or to become due, secured or unsecured, absolute or 
contingent, joint or sevei-a1 (collectively, tlie "Obligations"). GUARANTOR'S OBLIGATION 
UNDER THIS CORPORATE GUARANTY ("GTJARANTY") IS A GUARANTY OF 
PAYMENT AND/OR PERFORMANCE BUT NOT OF COLLECTION. SHOULD ANY 
PRESENT OR FIJTURE OBLIGATIONS INCURRED BY DEBTOR NOT BE PAID WHEN 
DUE, BENEFICIARY MAY PROCEED AGAINST THE GUARANTOR FOR SUCH 
OBLIGATIONS AT ANY TIME, WITHOUT NOTICE AND WITHOUT ANY PROCEEDING 
OR ACTION AGAINST DEBTOR, AND GUARANTOR HEREBY WANES ANY DEMAND 
FOR PAYMENT OR PERFORMANCE. This Guaranty is a primary obligation of Guarantor 
and shall be construed as an unconditional, absolute and continuing guaranty, irrespective of tlie 
validity or e~iforceability of the underlying agreements between Beneficiary and Debtor or any 
other guaranteed amount, the absence of any action to enforce the same or any circumstances 
which might otherwise constitute a legal or equitable discharge or defense of a guarantor. 

Guarantor hereby waives riotice of acceptance of this Guaranty, of the creation or existelice of 
any of the guaranteed Obligations and of any action by Beneficiary in reliance hereon or in 
connection herewith; notice of the transactions between Beneficiary and Debtor, notice of the 
execution and delivery, amendment, extension or renewal of any present or future instrument 
pertaining to Obligations, diligence, presentment, demand for paynient, protest, notice of default 
by Debtor, and any other notice not expressly required by this Guaranty. Guarantor further 
consents, without further notice, to any extension or extensions of the time or times of paynient 
of said Obligations, or any portion thereof, arid to any change in form or amount, or renewal at 
any time, of such Obligations, or any portion thereof. 

This Guaranty shall remain in full force and effect with respect to the Obligations until finally 
and irrevocably paid in NI. No teimination of this Guaranty shall affect any Obligations 
outstanding or contracted or committed for at tlie time of termination, and this Guaranty shall 
remain in full force and effect with respect to such obligations until finally and irrevocably paid 
in full. In the event that any payment to Beneficiary in respect of tlie Obligations is rescinded or 
must otherwise be returned for any reason whatsoever, Guarantor shall remain liable liereunder in 
respect of such Obligations as if such payment liad not been made. Guarantor reserves the riglit 
to assert defenses that Debtor may have to payment of any Obligation other than defenses arising 
froni the banlmiptcy or insolveiicy of Debtor or similar proceedings affecting Debtor and other 
defenses expressly waived hereby. 
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Guarantor’s obligations liereunder with respect to the Obligations shall not be affected by the 
existence, validity, enforceability, perfection or extent of any collateral for such Obligations 
covered hereunder, nor by any extension, or the acceptance of any sum or sunis on account of 
Debtor, or of any note or draft of Debtor and/or any third party, or security from Debtor. 
Beneficiary shall not be obligated to file any claitii relating to the Obligations owitig to it in the 
event that Debtor becomes subject to banlu-uptcy, insolvency, reorganization, liquidation, 
dissolution, or similar proceedings affecting Debtor (whether voluntary or involuntary), and the 
failure of Beneficiary to so file shall not affect Guarantor’s obligations hereunder. 

Should any present or future Obligations incurred by Debtor not be paid when due or at tlie time 
to which the same may be extended, Beneficiaiy may proceed against Guarantor for such 
Obligations at any time, without notice and without any proceeding or action against Debtor. 
Guarantor agrees that Beneficiary may resort to Guarantor for payinent of any of the Obligations, 
whether or not Beneficiary shall have resorted to m y  collateral security, or shall have proceeded 
against any other debtor principally or secondarily obligated with respect to any of the 
Obligations or any other guarantor thereof. 

Guarantor shall not exercise any rights which it may have or acquire by way of subrogation until 
all of the obligations are paid in full to Beneficiary. If any amounts are paid to Guarantor in 
violation of the foregoing limitation, then such amounts shall be held in trust for the benefit of 
Beneficiary and shall forthwith be paid to Beneficiay by Guarantor to reduce the amount of 
outstanding Obligations, whether matured or unmatured. Subject to the foregoing, upon payment 
of all of tlie Obligations to Beneficiary, Guarantor shall be subrogated to the rights of Beneficiary 
against Debtor, and Beneficiary agrees to take at Guarantor’s expense sucli actions as Guarantor 
may reasonably require to implement sucli subrogation. 

The obIigations o f  Guarantor liereunder shall not be subject to any counterclaim, setoff, 
deduction, abatement or defense based upon any claim Guarantor or tlie Debtor may have against 
Beneficiary. 

The obligations of Guarantor hereunder shall not be affected by (a) any lack of validity or 
enforceability of or defect or deficiency in m y  Agreement or any other documents executed in 
connection with any Agreement; (b) any modification, extension or waiver of any of the t e r m  of 
any Agreement; (c) any change in the time, manner, terms or place of payment of or in any other 
term of, all or any of tlie Obligations, or any other amndment or waiver of or any consent to 
departure from any Agreement or any other agreement or instrument executed in connection 
therewith; (d) any sale, exchange, release or non-perfection of any property standing as security 
for the liabilities hereby guaranteed or any liabilities incurred directly or indirectly hereunder or 
any setoff against any of said liabilities, or any release or amend~nent or waiver of or coiisent to 
departure from this Guaranty or any other guaranty, for all or any of the Obligations; (e) except as 
to applicable statutes of liinitation, failure, oniission, delay, waiver or refusal by Beneficiary to 
exercise, in whole or in part, any right or remedy held by Beneficiary with respect to any 
Agreeinelit or any transaction under any Agreenient; (0 any change in the existence, structure or  
owriership of Guarantor or any Debtor, or any insolvency, bankruptcy, reorganization or other 
similar proceeding affecting any Debtor or its assets; or (g) any other circumstance that might 
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otherwise constitute a defense available to, or a discharge of, any Debtor or any other individual, 
partnership, joint venture, corporation, association, trust or other enterprise that is a party to any 
Agreement, or any other agreement or instrument (including any guarantor) in respect of the 
Obligations, other than payment in full of the Obligations. 

This Guaranty shall not be affected by any change in the entity status or business stnicture of 
Debtor, If Debtor's assets or a major portion thereof are traxsferred to any other party or parties 
otheiwise than by operation of law, and if Bcneficiary enters into any transaction whereby such 
transferee or transferees become indebted to Beneficiary, this Guaranty, subject to all the other 
t e r m  hereof, shall apply to any Obligations or balance of Obligations of such other transferee or 
transferees to Beneficiary. 

This Guaranty shall inure to and be binding upon the parties, their representatives, successors and 
assigns, provided that Guarantor may not assign or otherwise transfer any of its obligations under 
this Guaranty, whether by operation of law or otherwise, without the prior written consent of 
Beneficiary, wllich consent may be arbitrarily withheld. Beneficiary may assign this Guaranty in 
its sole discretion. 

In the event Beneficiary engages in litigation to enforce this Guaranty, Guarantor agrees to pay, 
in addition to any amounts of Debtor which Guarantor has otherwise guaranteed to pay 
hereunder, any and all costs and expenses incurred by Beneficiaiy (including reasonable 
attorneys' fees) in enforcing this Guaranty. 

Guarantor represents and warrants that, at the time of execution and delivery of the Guaranty, 
nothing (whether financial condition or any other condition or situation) exists to impair in any 
way the obligations and liabilities of Guarantor to Beneficiary under this Guaranty. Guarantor 
further represents and warrants to Beneficiary that: (a) it is a corporation duly organized, validly 
existing and in good standing in its jurisdiction of incorporation, with full power and authority to 
make and deliver this Guaranty; (b) that the execution, delivery and performance of this Guaranty 
by Guarantor have been duly authorized by all requisite corporate action o f  Guarantor, and does 
not and will not violate provisions of any applicable law or Guarantor's certificate of 
incorporation or bylaws; and (c) that tlic pcrson signing this Guaranty on Guarantor's behalf has 
been properly authorized by corporate action to do so. 

This Guaranty constitutes the entire agreement among the parties and supersedes and cancels any 
prior agreements, undertakings, declarations and representations, whetlier written or oral, 
regarding the subject matter of this Guaranty. If any provision of this Guaranty is found by a 
court of competent jurisdiction to be void, illegal or otheiwise unenforceable in that jurisdiction, 
such provision, to the extent of its invalidity, shall be severed from tliis Guaranty and be 
ineffective in that jurisdiction; provided, however, that such finding shall not affect the validity, 
legality or enforceability of such provision in any other jurisdiction or the validity, legality or 
enforceability of any other provision of this Guaranty. 

The rights and duties of the Guarantor, Debtor and Beneficiary under this Guaranty shall be 
construed and enforced in accordance with, and goveined by the laws of, the State of New York. 
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IN WITNESS WHEREOF, the Guarantor has duly executed this Guaranty on this ___ day of 
-> -- 

By: 
Name: 
Title: 

Guarantor's Address: 
I 

Attn: 
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. . .  

July 5, 2012 

t N o  
betw Company ("Buyer") 

Amendment No. 2012-1 

Dear Sir: 

Reference is made to the above-captioned Coal Purchase and Sale Agreement, as amended, (the 
"Agreement") under which Seller is supplying coal to Buyer. 

Effective July 5,2012, Buyer and Seller agree to amend the Agreement as follows. 

1) ARTICLE I I ,  Obliqations and Deliveries, Section 2.1. Contract Quantity, is hereby deleted in its entirety 
and the following is substituted in lieu thereof: 

Secfion 2.1. Confracf Q&~ During the Delivery Yer 
and Buyer agrees to purchase and accept from Seller 
quantity of Coal set forth herein. 

the 

..... ........ .... - .. 

- Contract Quart& 
T o n s  Per Year 

Contract Year 
~~~ ~ .............. ....... 

Such tonnage shall be  delivered ratably during each month of each Contract Year 

2) ARTICLE V, Contract Price, is hereby deleted in its entirety and the following is substituted in lieu 
thereof: 

ARTICLE V 
Contract Price 

per Ton, at the Designated Delivery Point, as follows: The Contract Price shall he 

Contract Y s  Contract Price 
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(A) The Contract Price for 

pricing segment is less 
calculating the weighted 

to be used in calculating the weighted averag t Price for Contract Year 

and the Contract Price 

Except as provided under Section 6 2 and Article VII, the Contract Price shall be firm and not subject to 
any adjustment 

Except as amended herein, all other provisions of the Agreement shall remain in full force and effect If 
you are in agreement with the foregoing, kindly indicate your acceptance thereof by signing the enclosed 
duplicate of this letter in the space provided and return it to this office. 

Acceptance Date. p-I3-i-t/ 

On behalf of American Electric Power 
Service Corporation, as agent for 
Ohio Power Company 

Acceptance Date. 
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October 5,2012 

Re: No. 
etw Company ("Buyer") 

Amendment No. 2012-2 

Dear Sir. 

Reference is made to the above-captioned Coal Purchase and Sale Agreement, as amended, (the 
"Agreement") under which Seller is supplying coal to Buyer. 

Effective October 5, 2012, Buyer and Seller agree to amend the Agreement as follows: 

1) ARTICLE i l ,  Obliuations and Deliveries, Section 2.1. Contract Quantity, is hereby deleted in its entirety 
and the following is substituted in lieu thereof. 

Section 2. I. Contract Quanti&. During the Delivery Period, Seller agrees to sell and deliver to Buyer 
and Buyer agrees to purchase and accept from Seller, FOB barge at the Designated Delivery Point, the 
quantity of Coal set forth herein, 

Contract Year -- Contract Quantity I Contract Year -- 

Such tonnage shall be delivered ratably during each month of each Contract Year. 

ARTICLE V, Contract Price, is hereby deleted in its entirety and the following is substituted in lieu 
thereof. 

2) 

ARTICLE V 
Contract Price 

per Ton, at the Designated Relivery Point, as follows: The Contract Price shall be 

Except as provided under Section 6.2 and Article VII, the Contract Price shall be firm and not subject 
to any adjustment. 
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Except as amended herein, all other provisions of the Agreement shall remain in full force and effect. if 
you are in agreement with the foregoing, kindly indicate your acceptance thereof by signing the enclosed 
duplicate of this letter in the space provided and return it to this office. 

C 
uel Procurement 8 Transnortation 

On behalf of American Electric Power S e d c e  
Corporation, as agent for Ohio Power Company 

Acceptance Date: 41 16, WlZ 

Acceptance Date: 
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155 West Nationwide Boulevard 
Columbus, QH 43215 

BE$ Purchase Order: 

Effective Date: 

Seller: BuyeF: Ohio Power Company 
155 West Nationwide Boulevard 
Columbus, OW 43215 
Attn: Clint Stutler 
Phone: 614-583-6039 
Cell Phone: 614-395-3562 
Fax: 614-583-1627 

Plant: Mitchell Plant 

Commodity: Crushed, partially washed, bituminous coal, containing no synthetic fuels, substantially free from 
any extraneous material, with no intermediate sizes to be added or removed and otherwise 
meeting the specifications of this Contract. 

Term: 

mantity : 

Price: 

Quality: 

Characteristic: 
Btullb: 
Sulfur (%) 
Moisture (%I: 

Hardgrove Grindabtltty: 
Ash Fusion Temperature 
(H=I/ZW O F  Red. Atm.) 

A c h  I%\. 

\ . - f " ,  . 
,\"I. I,"," 

Volatile Matter (OL,!" 

Source: Various Mines 

Delivery r such other 
Point: incorporated 

herein, provided, however, Seller shall be solely responsible for any and all additional costs or 
penalties, including transportation, associated with any Approved Alternative Delivery Point(s). 

" "  --.+* The weiqhing party shall weigh the Coal in accordance with - - - l : L : r m e  af t lched ,  
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1 %  West Nationwide Boulevard 
Columbus. ON 432f5 

AEP Purchase Order: 
Effective Date: 

Seller shall be the sampling party. The sampling party shall sample and analyze the Coal in 
accordance with Section 4 of the AEP Ohio Coal Procurement Terms and Conditions attached. 

Additionally, coal received, unloaded, and taken into account that is not sampled or is sampled hut 
not analyzed shall be taken into account as follows: If during any Half-Month period at least fifty 
percent (by weight) of coal delivered at a respective consigned destination during such period has 
been sampled and analyzed, then the weighted average analytical results of such samples shall 

d to such consigned destination during such Half-Month period. If 
f coal delivered at a consigned destination during any such Half- 

pled and analyzed, then the weighted average analytical results of 
the portion of sampled and analyzed coal shall apply to such porti average 

the coal analytical result of the last preceding Half-Month in which at leas 
delivered ta such consigned destination was sampled and analyzed shall be applicable to such 
portion of the coal delivered which was not sampled andlor was not analyzed for such Half-Month 
period. 



- ... 
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I55 West PlarionvJide Boulevard 
Columbus, ON 43215 

AEP Purchase Qrder: 

Effective Date: 

Accepted: 

Timothy K. Light 

Senior Vice President 
Fuel, Emissions 8, Logistics 
On behalf of American Electric Power 
Service Corporation, as agent for 
Ohio Power Company 

Date: November 28, 2012 Date: 
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155 West Nationwide Boulevard 
Columbus, OH 43215 

AEP Purchase Order: 
Effective Date: 

Seller shall submit invoices to Buyer based on analytical and pricing 
data for all coal shipped from the first through th each month, and from 
the sixteenth through the last calendar day of ea orlting days after each 
such period. Seller’s invoice shall reference the Purchase Order Number for this Contract and the 
applicable transport vehicle numbers covering such Half-Month shipments. Buyer will pay to Seller 
the invoice amount on or before the 20th calendar day following the Half-Month period, provided 
Seller’s invoice is submitted in compliance with the preceding two sentences. Buyer shall not be 
obligated to make payment to Seller for Shipments of Coal until the analytical results have been 
provided to Buyer. 

Payment shall be made by wire transfer or electronic means in immediately available United 
States funds for all coal received, unloaded, taken into account, and accepted hereunder. If not 
already provided in this Contract, Seller shall provide Buyer all pertinent remittance instructions in 
a letter (containing the bank name, account name, ABA number, and account number, as well as 
Seller’s federal fax identification number) which shall be signed by a duly authorized 
representative of Seller. Any change in the remittance instructions shall be provided in the same 
manner. Overdue payments shall accrue interest (the prime rate of interest for United Stales 
Dollars as published from time to time during such period under the section titled, “Money Rates” 
by The Wa// Streef Journal, plus two percent per annum but not to exceed the maximum 
applicable lawful interest rate [hereinafter “Interest Rate”]) from the due date until paid. 

SIENE-CINmES TO 
AEPSC 

Canton. OH 44702 
Fax. 330-438-7325 

If any party in good faith reasonably disputes an invoice, it shall provide a written explanation 
specifying in detail the basis for the dispute and pay any undisputed portion no later than the due 
date. lJpon resolution of any dispute involving an invoice, any additional amount owing shall be 
paid with interest at the Interest Rate. If any party fails to pay amounts under this Contract when 
due, unless such amount is the subject of a dispute as provided above, or is excused by Force 
Majeure, in addition to the rights and remedies provided in this Contract, the aggrieved party shall 
have the right to suspend performance under this Contract until such amounts plus interest have 
been paid, and/or exercise any remedy available at law or in equity to enforce payment of such 
amount plus interest at the interest Rate defined herein. 

If appkable, Seller shall include on its invoice the statement “Seller certifies that linsert number) 
of tons were mined in Virginia,” such statement to be separately signed by Seller. 

Other This Purchase Order shall be governed by the AEP Ohio Coal Procurement Terms and Conditions 
attached hereto and incorporated herein by specific reference. 

The following are changes to the attached AEP Ohio Coal Procurement Terms and Conditions: 

The first paragraph of Item 2, SCHEDULING, DELIVERY & TITLE AND RISK OF LOSS, shall be 
deleted in its entirety and replaced with the following in lieu thereof. 

llnless otherwise provided in the Purchase Order, Buyef shall advise Seller of its desired loading 
dates and delivery schedule. The parties will work together in good faith to agree on a reasonable 

---+hl= delivery schedule within the Term and within each month during the -. --&-=Q order. Buyer shall designate to Seller the ,. --tr..rt 
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I )  The attached Purchase Order together with these AEP Ohio Coal Procurement Terms and Conditions shalt 
constitute the “Contract.” Any changes or modifications to this Contract shall be made in writing and signed by both 
parties. In the event that any provision(s) of these AEP Ohio Coal Procurement Terms and Conditions are 
conflicting or inconsistent with the Purchase Order, the provision(s) of the Purchase Order shall control. 

2 )  SCI-IEDULING, DELIVERY L TITLE AND RISK OF LOSS 
Unless otherwise provided in the Purchase Order, Buyer shall advise Seller of its desired loading dates and delivery 
schedule. The parties will work together in good faith to agree on a reasonable and mutually acceptable delivery 
schedule within the Term and within each month during the Term. Unless otherwise specified in the Purchase 
Order, Buyer shall designate to Seller the scheduling, routing and method of Shipments of coal purchased under 
this Contract. From time to time, and at any time, Buyer shall have the right, but not the obligation, to have all or 
any part of the coal hereunder reconsigned for delivery to any destination, and/or to make all or any part of the coal 
hereunder available for purchase by any person(s), whether or not affiliated with Buyer, through Buyer’s purchase 
and subsequent resale to others of such coal. Should Buyer exercise its right to reconsign or resell coal, Seller 
shall arrange for transport to the destination designated by Buyer, in accordance with this Section 2, or as otherwise 
provided by Buyer at the time of exercising its rights under this Section 2. 

Seller shall cause coal said hereunder to he properly loaded into the transport vehicle (Le. railcars, barges, trucks, 
etc.) for delivery to Buyer, provided that Buyer has provided Seller with applicable loading instructions (including 
minimum and maximum weights) no less than 24 hours prior to the arrival of Buyer’s transport vehicle. The delivery 
schedule specified in the Purchase Order or as designated by Buyer in absence of such in the Purchase Order is 
binding on both Buyer and Seller and may only be changed by mutual written agreement. 

Seller represents and warrants that it has title to all coal sold hereunder and the same is shipped free and clear of 
all liens, encumbrances, and claims of all third parties. Title to and risk of loss of coal canforming ta this Contract 
shall pass to Buyer as follows: 
a) 
b) 
c) 
d) 

For barge deliveries, as the loaded barges are pulled from the Delivery Point.. 
For rail deliveries, as the loaded unit train or single car shipment is pulled from the Delivery Point. 
For truck deliveries, upon the coal being delivered and dumped at the plant or other consigned destination. 
For all Non--Conforming Shipments (as hereinafter defined) title to and risk of loss of coal shall revert back to 
Seller immediately upon any rejection or nonacceptance by Buyer as provided elsewhere in this Contract. 

Seller and Buyer shall each indemnify, defend, and save harmless the other party, and its Affiliates and their 
respective officers, directors, agents, and employees from and against any liabilities, losses, claim, damages, 
penalties, causes of action, or suits arising out of or in connection with its failure to comply with its obligations under 
this Contract. 

Seller shall indemnify, save harmless, and defend Buyer and its Affiliates and their officers, directors, agents, and 
employees (all referred to in this sentence as “Buyer”) from and against any liabilities, expenses, losses, claims, 
damages, penalties, causes of action, or suits, and all other obligations whatsoever, including without limitation, all 
judgments rendered against and all fines and penalties imposed upon Buyer (whether severally, or in combination 
with others) and any reasonable attorneys’ fees and any other costs of litigation (all of which are hereinafter referred 
to as “Liabilities”) arising out of injuries or death to any person(s), or damage to any property, caused by or related 
to, in whole or in part the railcars (or barges, if applicable) furnished hereunder (as applicable), between the time 
that such railcars (or barges, i f  applicable) are delivered to Seller or Seller‘s agent and the time that custody thereof 
is properly returned to Buyer (or to Buyer‘s agent carrier, if applicable), or if deliveries are by truck, arising out of 
injuries or death to any persan(s), or damage to any property, caused by or related to, in whole OF in part, to trucking 
of coal, whether such coal is trucked by Seller or Selier‘s trucking contractor(s) Any injury or death to person(s) or 
damage to property as hereinbefore described shall be reported to Buyer by Seller immediately upon the 
occurrence thereof, and confirmed in writing as soon as possible. 

FOR TRUCK DELIVERIES - Seller, at its expense, shall have coverage of the insurance specified below, which 
shall be placed with insurance carrier(s) acceptable to Buyer, and shall maintain this insurance at all times during 
performance of this Contract. 

I) Certificate of Insurance: 
---mnrciaI General liability insurance with a limit of not less than each occurrence and 
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mobile liability insurance with a limit for bodily injury and property damage of not less 

each occurrence and aggregate 

accident. 

r Umbrella liability with not less than 
limit. 

Coverage for the legal liability of Seller and its subcontractors under the worker's compensation laws of 
the state in which the work is to be performed. 
Employer's liability coverage in an amount not less than far each accident shall be included. 

3) Worker's Compensation Certificate: 
a. 

b. 

Seller also warrants that it is in compliance with the Federal and State Motor Carrier Safety Acts (Financial 
Responsibility is USDQ 387.9). 

3) WEIGHING 
All Deliveries: The weighing party shall determine the weight of the coal delivered hereunder at its expense using 
its rail, truck, or belt scales, as applicable. 

(m,  the rail carrier), using such equipment as deemed appropriate by such third party. At the non-weighing party's 
request, which may be made from time to time, the weighing party shall inform the non-weighing party of the results 
of such testing and calibration. It shall be the respansibility of the weighing party to arrange and schedule scale 
calibrations when required. 

the weighing party's belt scales shall be maintained to within 
accuracy. The weighing party's belt scales shall be tested and 

month in accordance with the guidelines outlined bv NlST or other procedures which shall be mutually acceptable to 
Seller and Buyer. At the non-weighing party's reiuest, which may be made from time to time, the weighing parfy 
shall inform the non-weighing party of the results of such testing and calibration. It shall be the responsibility of the 
weighing party to arrange and schedule scale calibrations when required. 

calendar days prior to the calibration which was found in error, whichever is later. 

(D) Buyer shall have no obligation to pay for any coal being delivered via truck that Buyer determines is in excess 
of the maximurn number of tons of coal that is legally deliverable to the plant or other consigned destination by such 
truck at the time of such delivery in accordance with applicable law. 

Barge Draft Surveys: If there is no certified at the Delivery Point, and if the parties specifically 
agree that weights shall be determined hereunder by draft survey taken at the Delivery Point, then all such draft 
surveys shall be conducted by an independent surveyor (certified commercial marine surveyor for vessels) 
experienced in the conduct of draft surveys selected by mutual agreement of the parties. In cases where (i) there is 
no certified belt scale system at the Delivery Point or in absence of a certified belt scale system and a draft survey 
is not taken at the Relivery Point or (ii) the Delivery Point is the ultimate destination, weights shall be determined at 
the destination by Buyer. 

Weights determined in accordance with this section shall be deemed accepted as correct (absent manifest error) 
and shall govern all invoicing and payments hereunder. Unless otherwise specified, the costs of weighing shall be 
for the account of the weighing party. 

Irrespective of which party's weights govern for payment hereunder, Seller shall properly weigh each Shipment 
hereunder and report such weights to Buyer withi after the coal has been loaded for shipment. Seller's 
weights shall be reported to the recipients designated by and in the manner specified by Buyer 
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4) ~ A ~ ~ L ~ ~ G  Lz, A ~ A ~ ~ ~ ~ ~  
The sampling party shall perform all sampling and analysis of coal for payment hereunder 

Seller shall sample the coal or shall provide for the coal to be sampled as it is loaded, analyze the sample(s) so 

s expense an 
procedures and specifications in effect at the time of such sampling and analysis. 

Seller shall immediately notify Buyer if either its sampling system or its independent commercial laboratory becomes 
unavailable or unable, for any reason, to provide the short praximate analysis. Upon such occurrence(s), Buyer and 
Seller shall establish procedures for sampling andlor analyzing the coal shipped hereunder during such time that 
Seller's sampling system andlor its independent commercial laboratory are unable to provide the short proximate 
analysis for such coal. > 

Coal hereunder shall be sampled during the loadinglunloading process by the sampling party, prior to its 
comminalina with other coals. The coal samoles shall then be prepared and analyzed in Buyer's laboratorv. or. if 

Each coal sample collected by the sampling party shall be properly divided into at least three subsamples One 
subsample shall be immediately analyzed by the applicable laboratory for the governing contractual analysis. The 
second sample is to be sealed in an airtight container and sent to the non-sampling pa d subsample is to 
be sealed in an airtight container and held by the sampling party for a period of at least days (hereinafter 
the "Referee Sample"). 

The non-sampling party may request analysis of the Referee Sample by an independent laboratory mutually agreed 
upon by the parties. If the results of the Referee Sample analysis and the governing contractual analysis are within 
ASTM Reproducibility Limits, the original governing analysis shall control and the cast of analyzing the Referee 
Sample shall be borne by the party requesting the Referee Sample analysis. If the results are outside such ASTM 
Reproducibility Limits, then the results of the Referee Sample analysis shall be used for payment, and the cost of 
analyzing the Referee Sample shall be borne by the sampling party. 

Seller's analysis shall be reported to the recipients designated by and in the manner specified by Buyer. For 
purposes of determining moisture hereunder, the bo-stage procedure as defined in ASTM D3302 shall be used. 
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.' .. . 

6)  ASSIGNMENT 
This Contract shall inure to the benefit of and be binding upon the parties hereto and their respective successors 
and assigns and shall not be assigned or otherwise conveyed, in whole or in part, by either party without the prior 
written consent of the other, except as provided in (a), (b) and (c) below 

(a) Either party may without the written consent of the other assign to any financing institution or institutions this 
Contract or any monies due or to become due hereunder. 

(b) This Contract may be assigned by Seller to an Affiliate without the prior written consent of Buyer, provided, that 
if this Contract is assigned or othewise conveyed to an Affiliate, the assignor or conveying party shall take all 
necessary actions, and shall require its affiliated assignee or Affiliate receiving entity, and any subsequent affiliated 
assignee(s) and affiliated receiving entity(ies), to take all necessary actions to prevent a non-Affiliate from acquiring 
the assignor's or conveying party's rights and obligations pursuant to this Contract without the prior written consent 
of Buyer. 

(c) This Contract may be assigned or transferred directly or indirectly by Buyer to any Ohio Power Company 
Affiliate, including but not limited to AEP Generation Resources Inc. or any of the operating companies of the AEP 
System, without the prior written consent of Seller provided the assignee assumes all of Ohio Power Company's 
responsibilities and obligations occurring or arising under the assigned Contract on and after the transfer date. The 
parties agree that upon completion of an assignment or transfer of this Contract to an Ohio Power Company 
Affiliate, all responsibilities and obligations under the assigned Contract are transferred to the assignee and Ohio 
Power Company shall be fully released from any performance or liability under the Contract occurring or arising on 
and after the transfer date. Any assignee of Ohio Power Company shall have the right to assign or transfer this 
Agreement and will be fully released from any performance or liability under the Contract, without the prior written 
consent of Seller, provided such assignee agrees to accept all responsibilities and obligations under such Contract 
occurring or arising on and affer the transfer date. 

Except as provided for in paragraph (c) of this Section 6, no assignment under this Section G or conveyance of any 
interest in this Contract shall in any way relieve the assignor or the conveying patty from liability for full performance 
under this Contract. Any such affiliated assignee, or other entity to whom an interest is conveyed (which 
conveyance must be with the prior written consent of the other party), shall assume and agree to be bound by the 
terms and conditions of this Contract. 

Written consent to one or more assignments shall not be construed as waiving the necessity of obtaining written 
' -LC-- *n&x additional assignments. 
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FORCE MAJEURE 
To the extent either party is prevented by Force Majeure from carrying out, in whole or part, its obligations under 

of the Force Majeure to the other party as soon as practicable (but in no event later the 
occurrence thereof), then the Claiming Party shall be excused from the performance of its uch 
event The Claiming Party shall remedy the Force Majeure with all reasonable dispatch The non-Claiming Party 
shall not be required to perform or resume performance of its obligations to the Claiming Party corresponding to the 
obligations of the Claiming Party that are excused by Force Majeure Failure to give such notice and furnish such 
information within the time specified shall be deemed a waiver of all rights under this Article for such period of time 
during which notice was not given. Buyer and Seller shall exercise reasonable efforts to mitigate or eliminate the 
conditions which have caused the Force Majeure condition, provided, however, nothing herein contained shall be 
construed as requiring Seller or Buyer to accede to any demands of labor, or labor unions, or suppliers. or other 
parties which Seller or Buyer considers unacce Claiming Party claiming Force Majeure shall furnish the 
non-Claiming Party a monthly statement by t he calendar month setting forth the amount of tonnage 
not shipped or to be reduced because of Fo receding calendar 
month. 

Except as set forth in this paragraph, no suspension o 
remainder of this Contract but, on the removal of the 
event of Force Majeure persists for (i) a continuous pe 
month period or during the Term of this Contract (if 
thereafter during the Force Majeure period, the non-Claiming Party shall 
written notice, to terminate this Contract and the obligations of the parties thereunder 

In the event of a Force Majeure, delivery of the affected quantity of coal shall not be made up except at Buyer's sole 
discretion. 

If Seller claims Force Majeure under this Contract and has obligations to provide coal of a similar type and quality 
as the coal under other coal sales agreements, or if Buyer claims Force Majeure and has obligations to purchase 
coal OF a similar type and quality as the coal under other coal sales agreements, then any reductions in Seller's 
deliveries or Buyer's purchases (as applicable) shall be allocated by the party claiming Force Majeure on a pro rata 
basis among this Contract and such other coal purchase or sales agreements involving coal of a similar type and 
quality as the coal, to the extent contractually permitted by such agreements. Without limiting the generality of this 
Artide. in the event of a Force Majeure event which causes a partial or total curtailment of electrical generation from 
or electrical generating capacity at the consigned destination or partial or total curtailment of transmission or 
distribution of electricity therefrom, Buyer shall at its option, be relieved under this Article from its obligation to 
accept up to the pro rata (based on such partial curtailment) quantity or entire (based on such total curtailment) 
quantity of Seller's coal scheduled for delivery for the period during which such event or occurrence exists or 
existed. 

this Contract and such party (the "Claiming Party") gives notice and details, orally and confir ing, 

uses asserted during the 

WAIVER 
The failure of Buyer or Seller to insist in any one or more instances upon strict performance of any of the provisions 
of this Contract or to take advantage of any of its rights hereunder shall not be construed as a future waiver of any 
such provisions or the relinquishment of any such rights, but the same shall continue and remain in full force and 
effect for the term of this Contract 

FlMANClAt RESPQMSlBILlTY 
Either party shall have the right, but not the obligation, to request from the other party or its guarantor, as 
applicable, audited annual financial statements and unaudited quarterly financial statements.. In the event a party's 
financial statements are filed with the Securities and Exchange Commission and are available at www sec gov, then 
such party has fulfilled its obligations hereunder In the event the performance, creditwarthiness or financial 
condition of either party becomes unsatisfactory to the other at any time during which this Contract is in effect, that 
party ("Demanding Party") may demand Performance Assurance before further deliveries or receipts are made by it 
under this Contract. 

EWE" OF DEFAULT AMD DAMAGES 
If an Event of Default (as hereafter defined) occurs with respect to a party or its guarantor (the "Defaulting Party") at 
any time during the term of this Contract, the other party (the "Non-Defaulting Party") may, in its sole discretion, do 

date shall be no earlier than the date that such notice is given 
om notice) ("Early Termination Date") on which this Contract 

. -L nf this Contract, (iii) suspend performance under this 

_-  -11 nf the following: (i) establish a d 
' - t 4 n r  tharl 
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Contract andlar (iv) exercise such other remedies as may be provided in this Contract An event of default with 
respect to any party ("Event of Default") shall mean any of the following: (i) the failure of either party or its guarantor 
to make when due, any payment required hereunder if such failure is not remedied within two Business Days after 
notice of such failure is given to the Defaulting Party by the Non-Defaulting Party; (ii) the failure of either party or its 
guarantor to comply with any or all of its other respective obligations in good faith as herein set forth and such 
noncompliance is not cured within five Business Days after notice thereof to defaulting party; or (iii) failure to 
provide adequate Performance Assurance or other assura 
to perform its further obligations under this Contract with 
reasonable written request by the Non-Defaulting Party; (iv) 
such a petition filed against it, (c) becoming otherwise insolvent or rrnable to pay its debts as they become due; (v) 
the failure of a party's guarantor, if any, to perform any covenant set forth in its guaranty, or such guaranty shall 
expire or be terminated or shall cease to guarantee the obligations of such party hereunder, or such guarantor shall 
become subject to any of the events specified in (iv) (a), (b) or (c); or (vi) an event described in the last sentence of 
subsections (B) and (C) of the Rejection & Suspension Rights of this Contract shall have occurred. If this Contract 
terminates on an Early Termination Date, the Non-Defaulting Party shall calculate, in a good faith commercially 
reasonable manner, the Settlement Amount as of the Early Termination Date as soon as is reasonably practicable 
and shall promptly notify the Defaulting Party of the amount thereof.. 

"Settlement Amount" shall mean the present value of the single net aggregate amount for the remaining term of the 
Contract, including any exercised option period, of any Losses, Costs and Gains, expressed in United States 
dollars, which the Non-Defaulting Party incurs as a result of the early termination of this Contract in accordance with 
this Section 10, including, but not limited to, Losses or Gains based upon the then current replacement value of this 
Contract, the amounts of any unpaid invoices, and the amount for coal delivered but not yet billed. In calculating 
the Settlement Amount, the Non-Defaulting Party shall set off all amounts that are due to the Defaulting Party 
against such Settlement Amount so that the Settlement Amount shall be netted to a single liquidated amount. Any 
collateral being held by the Non-Defaulting Party shall be setoff against the amount owed to the Non-Defaulting 
Party. If the Defaulting Party is holding collaterat posted by the Non-Defaulting Party, then the Non-Defaulting Party 
will have the right to set off that amount against any payment to be made to the Defaulting Party. 

The Non-Defaulting Party shall provide the Defaulting Party with an explanation of how it calculated the Settlement 
Amount, as well as supporting calculations and documentation reasonably requested by the Defaulting Party. The 
Non-Defaulting Party shall use good faith commercially reasonable efforts to mitigate any Casts or Losses it is 
entitled to hereunder. The Defaulting Party shall have the right to audit (through a third party independent auditor 
mutually agreed to by the parties) the calculation of all of the Non-Defaulting Party's Gains, Losses and Costs. 

If the present value of the Non-Defaulting Party's aggregate Losse nts due to the 
Defaulting Party) exceed the present value of its aggregate Gains, a dance with the 
preceding provisions of this section, the Defaulting Party shall, of such final 
determination, pay the Settlement Amount to the Non-Defaulting Pa at the Interest 
Rate from the Early Terminatian Date until paid in full. If the Defaulting Party disputes the Non-DeFaulting Party's 
calcul Amount, the Defaulting Party will provide its calculations to the Non-Defaulting Party 
within receipt of calculation from the Non-Defaulting Party. The Defaulting Party shall pay to 
the Non-Defaulting Party the undisputed portion of the Settlement Amount and provide Performance Assurance for 
the remaining amount. 

Notwithstanding any provision to the contrary contained in this Contract, the Non-Defaulting Party shall not be 
required to pay the Defaulting Party any amount under this Section 10, until the Non-Defaulting Party receives 
confirmation satisfactory to it, in its reasonable discretion (which may include an opinion of its counsel), that all other 
obligations of any kind whatsoever of the Defaulting Party to make any payments to the Nan-Defaulting Party under 
this Contract (or otherwise) have been fully and finally performed 
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GRANT OF SECURITY INTEREST 
To secure its obligations under this Contract and to the extent either or both parties deliver Performance Assurance 
hereunder, each party (a "Pledgor") hereby grants to the other party (the "Secured Party") a present and continuing 
first priority secured interest in, and lien on (and right of recoupment and setoff against), and assignment of, all cash 
collateral and cash equivalent collateral and any and all proceeds resulting therefrom or the liquidation thereof, 
whether now or hereafter held by, on behalf of, or for the benefit of, such Secured Party, and each party agrees to 
take such action as the other party reasonably requires in order to perfect the Secured Party's first-priority security 
interest in, and lien on (and right of recoupment andlor setoff against), such collateral and any and all proceeds 
resulting therefrom or from the liquidation thereof. 

HOLDING AND USE OF PERFORMANCE ASSURANCE ... - 
Each party will be entitled to hold Performance Assura 
obligation of the entity or its guarantor is rated at le 
that an Event of Default has not occurred and is not 

nior unsecured debt 
further provided 

ent of Refault has 
occurred and is continuing with respect to a party or its guarantar (if any) or if a party or its guarantor, if any, is not 
rated or has a rating below the aforesaid standard, then, if it holds Performance Assurance, it shall be required to 
immediately place all such Performance Assurance in an escrow account with an independent third party financial 
institution mutually acceptable to the parties. 

FORWARD CONTRACT 
Buyer and Seller each acknowledge that it is a "forward contract merchant" and that this Contract constitutes a 
"forward contract" within the  meaning of the United States Banltruptcy Code. 

NETTING AND SETOFF 
If Buyer and Seller are required to pay any amount in the same month, then such amounts with respect to each 
party may be aggregated and the parties may discharge their obligations to pay through netting, in which case the 
party, if any, owing the greater aggregate amount shall pay to the party owed the difference between the amounts 
owed. Each party reserves to itself all rights, setoffs, counterclaims, combination of accounts, liens and other 
remedies and defenses which such party has or may be entitled to (whether by operation of law or otherwise). The 
obligations to male payments under this Cantract andlor any other contract between the parties hereto may be 
offset against each other, set off or recouped therefrom. 
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C O ~ ~ ~ ~ ~ N ~ I A ~ ~ T ~  
The parties and their respective affiliates shall keep confidential any and all matters relating to this Contract, except 
those readily obtainable from public information, requested by a regulatory commission, or otherwise required by 
law to be disclosed. 

ENTIRE ~ ~ R E E ~ ~ ~ ~ ;  ~ ~ ~ I ~ ~ C A ~ 6 0 ~ ~  
This Contract, together with any attachments or exhibits specifically referenced herein, constitutes the entire 
contract between the Seller and the Bllyer with respect to the subject matter hereof, supersedes all prior oral or 
written representations and contracts, and may be modified only by a written amendment signed by Buyer and 
Seller. 

COMPLIANCE WITH LAW 
Seller and Buyer shall make good faith efforts to comply with the provisions of all applicable federal, state, and other 
governmental laws and any applicable order andlor regulations, or any amendments or supplements thereto, which 
have been, or may at  any time be, issued by a governmental agency. 

GOVERNING LAW, WAIVER OF JURY TRIAL; UGG; VENUE, 
GOVERNMENT CQNTWCTQR COMPLIANCE 
This Contract shall be construed, enforced, and performed in accordance with the laws of the State of New York, 
including New York General Obligation Law Sections 5-1401 and 5-1402 Each party waives its respective right to 
any jury trial with respect to any litigation arising under or in connection with this Contract Except as otherwise 
provided for herein, the provisions of the 1Jniform Commercial Code ("UCC") of the State of New York shall govern 
this Contract and coal provided hereunder shall be deemed to be "goods" for purposes of the UCC. Each party 
hereby submits to the exclusive jurisdiction of state or federal courts located in Franklin County, Ohio and all 
appellate courts therefrom and waives any objection which it may have at  any time to the laying of venue of any 
proceedings brought in such court, waives any claim that such proceedings have been brought in an inconvenient 
forum, and further waives the right to object, with respect to such proceedings, that such court does not have 
jurisdiction over such party. 

Unless exempted, Seller shall comply with the equal employment opportunity clause in Section 202 of Executive 
Order 11246 and all applicable rules, regulations, and relevant orders pertaining to Executive Order 11246, Section 
503 of the Rehabilitation Act of 1973, and Section 4212 of the Vietnam Era Readjustment Assistance Act of 1974, 
as amended. 

wTicEs 
Notices provided for or required under this Contract may be exercised verbally, but shall be  confirmed in writing as 
soon as practicable. The parties shall be legally bound from the date the natification is exercised Notices provided 
for or required in writing herein shall be delivered by hand or electronic means or transmitted by facsimile or sent by 
certified mail, postage prepaid, return receipt requested, or by overnight mail or courier. 

Unless Seller otherwise notifies Buyer in writing, notices to Seller shall be sent to the Seller as provided on page 
one of this Contract 

Followina each Shinment. Seller shall orovide Buver with a shimina notice that includes: (i) the aDDlicable AEP 

average analytical results of each Shipment; (iv) Sell 
Shipment; and (v) the date the coal wa 
the lozding. If the coal is to be sold 
number, the origin station, and the trai 
include the shipping origin (dock name and milepost number) a 
withi after the coal is loaded for shipment, or within 
Satu s analysis shall be reported to the recipients desi 

Shipping notices shall be sent to fuels@aep.com, 
accordance with the following: 

' n and the identifying number(s) of each 
with the starting and stopping times of 

transportation agreement 
then the notice shall also 

mber. Such notice shall be provided 
should the Shipment be loaded on a 
rid in the manner specified by Buyer. 

the Plant (or other Plant as requested by Buyer) in 

then the notice shall a1 
If the coal is to be sol 

/Plant: I Mitchell 1 kmmlfuels@aep.com 

mailto:fuels@aep.com
mailto:kmmlfuels@aep.com
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For all notices, 6 t h ~  than shipping notices, to AEP andlor its Affiliates: 

American Electric Power Service Corporation, as agent 
Attn: Fuel Contract Administration 
155 West Nationwide Boulevard 
Columbus, OH 432 15 
Fax: 614-583-1627 

All notices hand delivered or delivered by electronic means, shall be deemed delivered by the close of the Business 
Day on which it was hand delivered or delivered by electronic means (unless hand delivered or transmitted by 
electronic means after the close of the Business Day in which case it shall be deemed received by the close of the 
next Business Day). Notices provided by facsimile shall be deemed to have been received upon the sending 
party‘s receipt of its facsimile machine’s confirmation of a successful transmission. If the day on which such 
facsimile is received is not a Business Uay or is after five p.m. Eastern Prevailing Time on a Business Day, then 
such facsimile shall be deemed to have been received on the following Business Day. Notices provided by certified 
mail, postage prepaid, return receipt requested, or by overnight mail or courier, shall be deemed delivered upon 
mailing. 

21) DEFINITIONS 
The following definitions and any terms defined internally in this Contract shall apply to this Contract and all notices 
and communications made pursuant to this Contract. 

“AEP” means American Electric Power Service Corporation, as agent. 
cr,4ffiliafe” means with respect to any entity, any other entity that directly or indirectly, through one or more 
intermediaries, controls or is controlled by, or is under common control with, such entity. For this purpose, “control” 
means the direct or indirect ownership of 50% or more of the outstanding capital stock or other equity interests 
having ordinary voting power. 

“ASTIW” means the American Society for Testing and Materials. 

“Business Day” means any day on which Federal Reserve member banks in New York City, New York are open 
for business, and a Business Day shall open at 8:OO a.m. and close at 5:OO p.m. Eastern Prevailing Time. 

“Contract Price” means the price in United States dollars per ton (unless otherwise specified in the Purchase 
Order) to be paid by BlJyer to Seller for purchase of Coal and any other proper charges pursuant to this Contract. 

Tosfs“ means any brokerage fees, commissions and other transactional costs and expenses reasonably incurred 
either by the Non-Defaulting Party as a result of terminating any hedges or other risk management contracts andlor 
entering into new arrangements in order to replace the Contract Quantity not shipped by Seller or not accepted by 
Buyer, as the case may be, and legal costs incurred by the Nan-Defaulting Party. 

“Eastern Prevailing Time” means Eastern Standard Time or Eastern Daylight Savings Time in effect in New York 
City, New York, as the case may be on the relevant date.. 

“Force Majeure“ means an event or circumstance which prevents one party (the “Claiming Party”) from performing 
its obligations under this Contract, which is not within the reasonable control OF, or the result of the negligence of, 
the Claiming Party, and which by the exercise of due diligence, the Claiming Party is unable to overcome or avoid 
or cause to be avoided or is unable in good faith to obtain a substitute acceptable to Buyer therefor, Force Majeure 
includes, but is not limited to, an event or occurrence beyond the control of Buyer, such as without limitation, acts of 
God, war, insurrection, riots, nuclear disaster, strikes, labor disputes, threats of violence, labor and material 
shortages, fires, explosions, floods, river freeze-ups, breakdowns or damage to mines, plants, equipment, or 
facilities (including a forced outage or an extension of a scheduled outage of equipment or facilities to make repairs 
lo avoid breakdowns thereof or damage thereto), interruptions to or slowdowns in transportation, railcar shortages, 
barge shortages, embargoes, orders, or acts of civil or military authority, laws, regulations, or administrative rulings, 
or total or partial interruptions of Buyer’s operations which are due to any enforcement action or other administrative 
or judicial action arising from an environmental law OF regulation. Force Majeure shall not be based on: (1) Buyer’s 
inability economically to use or resell the coal purchased hereunder; (2) adverse geological or mining conditions; (3) 
the Seller‘s ability to sell the coal at a price greater than the Contract Price; or (4) Seller’s inability to economically 
produce or obtain the coal. 

“Gains” means, with respect to a party, an amount equal to the present value of the economic benefit, if any, 
. - -c cncfsl to it resulting from the termination of its obligations with respect to this Contract, determined in 
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“Naff-WllonW means the first 15 days of a calendar month or the Idh  through the last calendar day of a calendar 
month, as applicable. 

“Letters of Credit” means one or more irrevocable, transferable, standby letter of credit, issued by a major United 
States commercial bank or the United States branch office of a foreign bank, reasonably acceptable to the 
beneficiary with, in either case, a senior unsecured credit rating of at least (a) “A-“ by Standard B Poor’s Ratings 
Services, a division of The McGraw-Hill Companies, Inc. (“SBP), and “ A 3  by Moody’s Investors Service, lnc. 
(“Moody’s”), if such entity is rated by both SBP and Moody’s or (b) “A-“ by S&P or “A3 by Moody’s, if such entih/ is 
rated by either SRP or Moody‘s, but not both. 

“Losses” means, with respect to a party, an amount equal to the present value of the economic loss, if any, 
(exclusive of Costs) to it resulting from the termination of its obligations with respect to this Contract, determined in 
a commercially reasonable manner. 

“MIST’ means the National Institute of Standards and Technology Handbook M4. 
“Performance Assurance” means collateral in the form of either cash or Letters of Credit or such other security of 
the type and amount requested by the party demanding Performance Assurance. 
“Shipment” means, as applicable, one unit trainload or at Buyer’s election a composite of two or more unit 
trainloads, the aggregate of single railcars loaded on any one day (only where single car rates apply), one barge or 
at Buyer’s election a composite of two or more barges, one vessel load, or the aggregate of the truckloads that are 
unloaded on any one day in accordance with the applicable transportation specifications. 

“Transporter” means the entity or entities transporting the coal on behalf of Seller to and at the Delivery Point or 
on behalf of Buyer or Buyer’s designee from the Delivery Point. 
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Exhibit 1 
APPROWED ALTERNATIVE SOURCE(S) AND 

APPROVED ALTERNATIVE DELlVERY POlNT(S) 

Approved Alternative Sourcds) Of Coal: 
............ .......... - .  .. - - -. - . ....... . . .  

_ _  . . . . . . . .  .- .... .- .. Mine Name * 
...._. ........... 

.......... ^ .  . -. . Reserve Name .......... .. . -. . .- .. 
- . .- . -- 

Surface or 
.......... ._ .. I ....... ... _ -  .... . ....... ..... .. - ........ . Undergromb-. - . .-__ . . ............... 

.............. . . . . .  -- . .  
Coal Seam@) . .. 

CountWsYStafe ~ .- ........ _ _  .- 

.............. 
I . . . . . .  ............... 

_____,_I_.______.__..._______-_. ................. MSHA Mine ID No. . . . .  . ..  -- 
__ ....... . . .  . . . . . . . . .  ........ ._ ...... -. - .--- . ..... 

ApDroved Alternative Delivew Point(s): 

Barqe Loadins Facility 

Facility 

Mileoost NO. 

OPSL No. 
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Seller: uyer: Ohio Power Company 
155 West Nationwide Boulevard 
Columbus, OH 43215 
Attn: Clint Stutler 
Phone: 614-503-6039 
Cell Phane: 614-395-3562 
Fax: 614-583-1627 

Plant: Mitchell Plant 

NOTICE OF ORDER CHANGE NO. ONE 
EFFECTIVE AS OF FEBRUARY 1,2013 
COMMODITY, PRICE, QUALITY, SOURCE, 
DELIWERY POINT, WEIGHING PARTY, DEFINITION 

“Commodity” an Page One of Purchase Order 
with the following: 

is deleted in its entirety and replace 

“Commodity: 

Wice:  

“Quality: 

Crushed, partially washed, bituminous coal that is fully blended, uniform and consistent 
throughout, containing no synthetic fuels, substantially free from any extraneous material, with no 
intermediate sizes to be added or removed and otherwise meeting the specifications of this 
Contract.” 

“Price“ on Page One of Purchase Orde 
the following: 

is deleted in its entirety and replaced with 

“Quality” on Page One of the Purchase Order 
with the following: 

is deleted in its entirety and replaced 
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WEF Purrchase Qrder: 

“Source on Page One of Purchase Orde 
the following: 

is deleted in its enffrety and replaced with 

“Delivery Point” on Page One and Exhlbit 1 of Purchase Order 
entirety and replaced with the following: 

is deleted in its 

“Delivery 
Point: 

“Weighing 
Party: 

The deffnlilan of “Shipment“ contained on Page 4 of Purchase Order 
headina of Other Terms Is deleted in its entirety and replaced with the fol 

under the 
- 

Other Terms: 

Except as amended hereby, all other terms and conditions of the Purchase Order shall remain the 
same and in full force and effect. 

Accepted: Seller: Buyer;_ 

James D. Henry 

Vice President - Fuel Procurement 
On behalf of American Electric Power 
Service Corporation, as agent for 
Ohio Power Company 
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Exhibit I 
APPROVED SOURCE(S) 

Approved Source(s) of Coal: 

Mine Name * 

Reserve Name 
Surface or 
Underground 
Coal Seam(s) 

County(ies)lStale 
MSHA Mine ID No. 
Environmental Per~mit Nos. 
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Mine Name * 
Reserve Name 
Surface or 
Underground 
Coal Seam(s) 
County( ies)lSlate 
MSHA Mine JD No. 
Environmental Permit Nos. 

Mine Name ' 
Reserve Name 
Surface or 
[Jndergronnd 
Coal Seam(s) 
County(ies)lStale 
MSHA Mine ID No. 
Environmental Permit NOS 
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greement”) is entered 
r Company (“Buyer“), 

Seller“). Buyer and Seller 

The Parties hereby agree as follows: 

“Agreement“ shall have the meaning set forth in the preamble. 

“&Iternate Delivery 
Point that Buyer may e k d  to reconsign Coal pursuant to Article 11, Section 2.2. 

isat” means a barge or rail coal loading facility other than a Designated Delivery 

~ ~ ~ ~ ~ a ~ ~ ~ ’ ~  shall have the meaning set forth in Article V, Section 5.2 (b)(i). 

all have the meanings set 

forth in Schedule 3.1-8. 

‘ ‘ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~  P~ocecdiwg” means with respect to a Party OF entity, such Party or entity (a) makes an 
assignment OF any general arrangement for the benefit of creditors, (b) files a petition, has a petition filed 
against it or its assets and such petition is not rescinded within fifteen (15) days, or othew’se 
commences, authorizes or acqiiiesces in the commencement of a proceeding or cause of action under 
any bankruptcy or similar law for tho protection of the Parties’ creditors, (c) otheiwise becomes bankrupt 
or insolvent (however evidenced), or (d) is unable to pay its debts as they fall due. 

t“BFLS” means the amount of energy required to raise the temperature of one (‘I) pound of pure water 
one (1) degree Fahrenheit from 59.5” Fahrenheit to 60.5” Fahrenheit at a constant pressure of ’14.73 

’ -1--nI*rta 
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~ssiness Day“ means a day on vllliicli Federa9 Reserve member banks in New Yoik City, New York 
are open for business; and a Eusiness Day shall open at 8 00 a.m. and claw ai: 5 00 p.m. Eastern 
Prevailing Time. 

wyer9’ shall have the meaning set forth in the preamble. 

~‘~~~~~~~~ Party’’ shall have the meaning set fort11 in the definition vf Force Majeure. 

“Coal” means to be sold by Seller and purchased by Buyer, the quality of 
which shall conform to the Quality Specifications set forth in Article Ill, and which does not trigger 
Buyer‘s rejection rights under Article 11. Such Coal shall (I) be substzntially free kom any extraneous 
materials (including, but not lirniled to mining debris, Synfuel, bone, slate, iron, steel, petroleum coke, 
earth, rock, pyrite, wood or blasting wire), ( i i }  be substantially consistent in quality throughout a shipment, 

removed. 

~ ‘ ~ ~ ~ ~ ~ ~ ~ ~ a ~ l ~  Reasma le ERorts” means the taking by a Pariy of such action as would be i n  
accordance with reasonable commercial practices as app[ied to the particular matter in question to 
achieve the result as expeditiously as practicable; provided, hovvever, that such adion shall not require 
that such Party incur unreasonable expense. 

“Contracb: PricW means the price in United Skates dollaw per Ton to be paid by Buyer to Seller for the 
purchase of Coal and any other proper charges pursuant to this Agreement and shall have the meaning 
set forth in Article V. 

“Cenimct ~~~~~i~~~ shall have the meaning set forth in Article II, Section 2.q. 

“Confract Year“ shall mean the period commencing January ’I, 
and each period thereafter commencing ,January 1 and ending the immediately succeeding 
December 31 during the Delivery Period. 

and ending December 31 

“Contra&;t Haif-Y~3as’~ shall mean either the first six months or the last six months of a Contract Year. 

“‘Credit Sugspsprt Bravider’f means the entity, if any, that supports the obligations of a Party through 8 

guaranty in a format acceptable to the other Pant (hereafter “Credit Support:“). 

~~~~~~~~ Party5’ shall have the meaning set forth in Article XVIB, Section 17.1 

“’BePivoiy Period“‘ shall have the meaning set forth in Article 1, 

“Early Termination Date” shall have the meaning set forth 

“Eastern ~ ~ ~ ~ a ~ l ~ ~ ~  Time” means Eastern Sfandard Time or Eastern Dtiylight Savings Time in effect in 
New York, New Vork, as the case may be on the relevant date. 

“Effectivv~ DaW9 shall have the meaning sei: forth in the preamble. 
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“Event off Defauk’’ shall have the meaning set forth in Article XVII, Section 17.1. 

“FQB” shall have the meaning given to such term as provided in the Uniform Commercial Code of Clie 
State of New York. 

“Farce ~ ~ j ~ ~ ~ ~ ’ ~  means an event or circumstance which prevents one Pzr‘ry (the ”Claiming P a w )  from 
performing its olsligations under this Agreement, which is not within the reasonable control of, or the 
result of the negligence of, the Claiming Party, 2nd which by the exercise of due diligence, llte Claiming 
Party is unable to overcome or avoid or cause to be avoided. Force Majeure includes, but is not limited 
lo, an event or occurrence beyond the control of either Party and whether Foreseen or unforeseeable, 
such as, without limitation, ads of God, war, acts or threatened acts of terrorism, insurrection, riots, 
nuclear disaster, strikes, labor disputes, threats of violence, labor and material shortages, fires, 
explosions, floods, river freere-ups, exfraordinary adverse geologic or mining conditions, breakdowns or 
damage to mines, plants, equipment, or facilities (including a forced outage or an extension of a 
scheduled outage of equipment or faciiities to make repairs to avoid breakdowns thereof or damage 
thereto), intemptions to or slowdovms in transportation, railcar shortages, barge shortages, embargoes, 
orders, or ads of civil or mililary eutkanty, laws, regulations, or administrative rulings, or total or partial 
interruptions of either Party’s operations which are due to any enforcement action or other administrative 
or judicial action arising from any law or regulation. Force Majeure shall not be based on: (I) Buyer‘s 
inability economically to use or resell the Coal purchased hereunder; (2) the Seller’s ability to sell the 
Coal at a price greater than the Contract Price; OF (3) Seller‘s inability to economically produce or obtain 
the Coal. 

Section 9 2. osledon” shall have the meaning set forfh in Article IX, 

l ‘ ~ ~ 1 ~ ~ ~ ~ ~ ~ ~ ~  means, with resped to any calendar month, either (a) the period from and including the 
first day of such month through and including the fifteenth day of suck month or (b) the period from and 
including the sixteenth day of such month through and including the last day of such month. 

“Imaq@eH Agreement” shall have the meaning set forih in Article Y d W .  

“interest Rake” shall have the meaning set forth in Article IV. 

““&iabilitles” shall have the meaning set forth in Article XV 

“Materia! Adverse Change” means a material change in [he condition (financial or ntliewise), net 
worth, properties ar operations or in economic conditions, which, when taken as a whoto can reasonably 
be anticipated Eo materially impair the ability of such Party, or such Party’s Credit Support Provider, as 
applicable, to Fulfill its obligations under this Agreement or Credit Support, respectively. 

”MeqotBalioia Period” shall have the meaning set Forth in Article V, Section 5.2(a) 
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arty’” shall have the meaning set forth in Article XVil, Section 17.2. 

I ’ ~ ~ ~ ~ ~ ~ ~ s ~ e ~  Pian&” means any electric power pIant in which Buyer or its AfYiliate has or acquires an 
ownership interest and for which Buyer or its Affiliate is not responsible For zcquirfng coal. As of the date 
of this Agreement, the following are the Out-oFSysfem Plants. 

Plant Name Percent Ownershio 

C 1 ~ ~ ~ Q ~ ~ a ~ ~ ~  Wssurawce” means assurances of pedormaoce in accordance with Section 2-609 of the 
Untiotm Commercial Cde.  

owned or operated by Buyer. 

’6Quafity ~ ~ ~ ~ i ~ ~ a ~ ~ ~ ~ ‘ ~  means tile quality characierisfics on an “As-Received“ basis, using AS‘TM 
standards, specifled on Schedule 3.1 -A hereto, 

”ReEqu~ted T m s ”  shall have the meaning set forth in Article 111. 

“8elKeP sliall have tho meaning set forth in the preamble. 

lc$e!ling Price” shall have the meaning set forti? in Article VI!. 

2’s means sulfur dioxide and “SO2 per IfflMBtu” means s u h r  dioxide per rniilion Bfu. 

‘CSuspension” shall have the meaning set forth in Article I!, Section 2.5. 

cGSynfue~~s means synthetic fuel qualaled for tax creciits under Section 29 of the Internal Revenue Code 
of ’1986, as amended. 

““$axes9’ means any or all ad valorem, properly, business and occupation, occupation, severance, 
generation, First use, conservation, Btu or energy, utility, gross receipts, prfvilege, sales, use, 
consumption, excise, lease, transaction, and other taxes, governmental charges, licenses, fees, permits 
and assessments, or increases therein, other fhan taxes based on net income or net worth 

‘‘Term’P sltall have the meaning set forth in Article 1. 

’ ----i*ims9’ skall have the meaning sei forth in Article VI, Section 6.1. 
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Tm9' means 2,000 pounds avoirdupois weight. 

' ~ ~ ~ a ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~  ~ ~ ~ ~ i ~ ~ ~ ~ i ~ ~ ~ ' p  means the timing and tonnage requirements for shipment(s) set forth 
in Article 11. 

' ' ~ ~ ~ ~ $ ~ ~ ~ ~ ~ ~  means the entity or entities transporting Coal on behalf of Seller to and at the Designated 
Delivery Point or on behalf of Buyer or Buyer's designee from the Designated Delivery Point. 

ARTICLE I 
Term and DeliverV Period 

The term of this Agreement (the "Term") shall commence on the Effective Date, and shall reniain 
in effect until except as provided elsewhere in this Agreement. 

f this Agreement (the "Delivery Period) shall be from 
through xmpt as provided elsewhere in this Agreement. 

ARTICLE I I  
Obliclalions and Deliveries 

Secfion 2.7. Contract Quantity. During the Delivery Period, and subject lo Article V horein, Seller 
sgrees to sell 2nd deliver to the Buyer and Buyer agrees to purchase and accept from Seiler, at the 
Designated DeIiveFy Point, the quantify of Coal set forth herein and any additional quantity of Coal to be 
delivered during the applicable Contract Year pursuant to Sectbn 2 3 e )  and Article XI1 (the "Contrad 
Q m-itity")" 

Unless ofkenvise mutually agreed upon by the Parties, such tonnage shall be detivered an an 
approximately ratable basis during each month of each Contract Year. 
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- Section 2.2. Reconsiunment and Resale Ricrhfs. From time lo time, and at any time, Buyer sliall 
have the right, but not the obligation, to have all or any pad of the Contrad Quantily reconsigned for 
delivery to any AKiliated Plant, In the case of an Out-of-System Plant, Buyer sliall be entitled to 
reconsign for defivery to such Out-of-System Plant the minimum number of Tons which would either (i) 
allow such Out-of-System Plant to generate, on an on-going basis, the percentage of the Plane's totali 
power output that is equal to Buyer's or its Afiiliates' percentage ownership interest in such Out-of- 
Syskern Plant; or (ii) allow such Out-oFSystern Plant to operate, on an on-going basis, at rninin-tum load, 
Nothing in this provision shall be construed as requiring Seller to deliver more than the Contract Quantity 
in a given Contract Year. 

Should Buyer ewrcise its riglit to reconsign Coal and such Coal will be delivered to an Alternate 
Delivery Point, Seller shall arrange for transport to such Alternate Delivery Point and Buyer shall be 
responsible for all additional costs incurred by Seller to deliver such reconsigned Coal to such Alternate 
Delivery Point. Buyer shall not have the right to trade or resell the Coal hereunder to any non-Afiliated 
Plant or non-Out-of-System Plant except for any deliveries of Coal which were suspended and which 
Buyer eteds to rnake up pursuant to Section 2.5. 

Section 2,3. Scliedulin7 Seller will advise Buyer of its desired loading dates and delivery 
schedule. The Parties will work together in good faith Eo agree 011 a reasonable and mutually acceptable 
delivery schedule within the Term and within each month during the Tern based on the annual Contract 
Quantity. 

- Secfion 2.4 Delivew. 
(a) The Coal shall be delivered to Buyer at the Designated Delivery Point in accordance with the 

Transportation Specifications detailed in Scliedule 2.4 (attached hereto and hereby made a pa& of this 
Agreement). 

Seller shall be responsible for any costs or charges imposed on or associated with the delivery of 
the Contract Quantity up to the Designated Delivery Point. Buyer shall be responsible for any costs or 
charges imposed on or associated with the Contract Quanfiey upon taking title to the Coal at the 
Designated Delivery Point in accordance with Article XV. 

IF a Party is charged for any increased transportation charges, penalties, or other transportation 
costs, including demurrage, attributable to the other Party's failure to timely arrange for delivery, load or 
unload the Coal in accordance with the terns of this Agreeriiont, including the timing and tonnage 
requirements of the Transportation Specifications, and if such failure is not clue to Force Majeure, such 
failing Pariy shall reimburse the other for such charges. 

Each Party shall immediately contact the other Party in the event of a curtailnient or interruption 
in the delivery or receipt OF Coal hereunder Each Party shall contact tlhe other Party with as much 
advance notice as reasqnsy possible regarding sny such impending curiailrnent or interruption. 



KPSC Case No. 2012-00578 
Commission Staffs Second Set of Data Requests 

Order Dated March 8, 2012 
Itern No. 29 

Attachment 4 
Page 7 of 82 
REDACTED 

Nohrrrithsianding Llie above, solely for reasons of Seller's inability to produce Coal from the 
Approved Production Source in the quantities andlor of the quality required by this Agreement and not 
for financial reasons, Seller shall have the right, with Buyer's prior written approval, such approval not to 
be unreasonably withheld, lo substitute Coal from another mine wholly owned by Seller, provided that 
any deliveries from such substitute source shall meet the quality specifications set forth in this 
Agreement and be othenvise suitable for use at the applcable Plant(s) and be made to Buyer without 
Buyer incurring any costs greater than Buyer's costs would have been if the deliveries to the Plant would 
have been from the Approved Production Source and further provided that any deliveries to the Plant 
from such substitute source do not adversely affect Buyer's transportation logistics. 

Secffon 2.5. Rejection and Suspension. In addition to the price adjustments provided For in 
Article VII, Buyer shall have the following rights and remedies upon Seller's failure lo  conform with the 

is delivered to the Mitchell Plant, 
Seller fails to timely provide Bu 

Seller's short proximate analysis of the Coal pursuant to Schedule 8.1, Buyer shall also be enliled to all 
other remedies at law or in equity, subject lo Article XXVIII. 

(ii) Buyer shall have the right to reject any Applicable Lot prior to unloading hereunder, if the 
Coal therein fails to conform to the Applicable Lot "Suspension" specifications set forth on Schedule 
3.144, based on Seller's analysis provided in accordsanrR! with Schedule 8.1. Should Buyer exercise 
such right of rejection, it shall notify Seller by telephone upon discovery of the nonconformance, such 
notification lo be promptly confirmed in writino. 

(iii) Seller shall 
Y 

Seller's analysis of Buyer's individual sample or samples provided in accordanrx? with Schedule 8.1, 
subparagraph (2)(c)) fails to conform to the Mitchell Plant Applicable Lot "Suspension" specifielions, or 
Buyer determines that the Coal does not meet the requirements in Schedule J.I-A, footnote (D). Seller 
or Buyer shall promptly notify the other Party by telephone upon discovery of the nonconformance. Such 
discontinuance shall continuo until Seller provides Buyer with written notice (which written notice may he 
by electronic mail) that the cause of the nonconformance has been corrected. In no event shall Seller be 
required to remove Coal that has been delivered to the Mitchell Plant stockpile. 
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(ii) Buyer shall have the right to 

Applicable Lot "Suspension" 
as set forth in Schedule 3.14, whether 

onsecutive day period; or (B) the Coal quality delivered to such 
m or exceeds the defined maximum 

discontinued or not, in a 
Plant fails to meet the d 

after the day or Half-Month period in which such failure occurs. 
(c) Upon receipt of Buyer's notice of suspension, Seller shall immediately suspend further 

shipments and make every reasonable effort to correct the conditions giving rise to the shipment(s) of 
Goal Failing to conform to such specifications or requirements. Seller shall inform Buyer in writing on a 
weekly basis of such corrective actions talten by Seller 

During such suspension, Seller shall permit Buyer's reasonable access to the production sources 
and related facilities hereunder and to engineering data ra/ated thereto. Buyer shall have the right, but 
not &he duty, to request and participate in discussions with Seller relating to the matter and to 
recommend procedures to correct said matter. 

Such suspension shall continue until Seller provides Buyer with assurances in writing that are 
satisfactory to Buyer, based upon Buyer's reasonable determination, that the conditions causing 
shipments of Coal not in accordance with this Agreement have been corrected and that Seller can and 
shall deliver Coal meeting the MaIf-Month "Suspension" specifications of Schedule 3.1-A. 

Upon receipt by Buyer of Seller's satisfactory written assurances, shipments shall be resumed at 
the rate specified in Article II. 

(d) In the event Iliat. (I) Seller fails to provide Buyer with such assurmces within 
affer the date of Buyer's nolice of suspension as described in this Sedion 2.5, or (ii) ha 
such assurances, Seller fails to 
days thereafter; or (iii) after such resumption of deliveries, there are 

cable Lots, with respect 
days Chat fall below the 

minimum or exceed the maximum Applicable Lot "Suspension" specification(s) which had specifically 
resulted in Buyer's suspension, then such event shall constitute an Event of Default under Ai%%? XVll 
hereof. 

(e) Shipments suspended pursuant to this Article II hereof shall be made up in accordance with 
a mutually agreeable schedule The Parties shall make reasonable efforts to make up such shipments 

calendar days following resumption of shipments. Following Seller's receipt of Buyer's notice 
of suspension and prior to the making up oi all suspended shipmenis, Seller agrees to not sell coal from 
the Approved Production Sources khat is not at the time of Seller's receipt of such notice contractually 

' '---I without first offering such coal to Buyer as make up tonnage. 
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Section 2.6, Nan-Bindim Estimefe. No later than f any Contract Year, Buyer shall 
provide in writing to Seller an estimate of the number of Tons of the annual Contract Quantity it plans on 

ARTICLE 111 
Quality Specifications and Unsatisfactorv P e r f o r m e  

Seller shall cause ail Coal delivered to Buyer, pursuant to this Agreement, to comply with Quality 
Specifications set forth on Schedule 3.14 

If  (a) Buyer can demonstrate that the chemical composition of the Coal, for other than the 
specifications set forth on Schedule 3 - 1 4  has maletially changed since the date of this Agreement, and 
(b) Buyer in its reasonable judgment determines through operating experience that the Coal therefrom, 
even if the Coal meets the requirements and specifications of Schedule 3.1-A, ( i )  causes unsatisfactory 
performance (incliuding but not limited to significant slagging or fouling) at the affected Plant(s), or (ii) 
requires Buyer to modify equipment, facilities, practices, or processes at the affected PIanl(s) to correct 
such unsatisfactory performance, then, in such event, Buyer shall provide Seller with written notice 
thereof, speciwing the basis of such unsatisfactory performance or modification requirenient, During the 
thirty (30) day period following receipt of Buyer‘s notice, Seller shall be provided access to Buyer’s 
Plant(s) and all relevant documentatio sion in order to v e r i  the unsatisfactory 
performance. Seller shall then have an days to supply a substitute Coal under the 
terms of this Agreement from either an Approved Production Source or an alternate source that does 
not, in Buyer’s reasonable judgment, cause such unsatisfactory performance. If Seller is unable or 
unwilling to supply a substitute Coal, then immediately following such day period, 

Seller shall notify Buyer that Seller is either reducing deliveries by the number of Tons that Buyer - 
reasonably believes is necessary in order for the Plant(s) Eo operate satisfactorily or allovJing Buyer the 
right to resdl such Tons to any third party{ies) (such reduced tonnage being the “Reduced Tons”). As of 
We date of the commencement of the next subsequent Pricing Period, the Contract Quantity shall be 
permanently reduced by the Redumd Tans. 

Upon such reduction (or termination of Lhe Agreement if the Contract Quantity is hereby reduced 
io zero), the Contract Quantity shall he reduced accordingly and neither Party shall have any further 
obligation to the other Party for such reduced quantity of Coal, except for payment for prior performance. 
Additionally, the Parties agree that ‘this reduction or termination shall not conslituie an Event of Defsult 
as provided For in Article XVII of this Agreement and, therefore, no damages shall apply. 
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ARTICLE IV 
Billins and Pavment: Financia1,Reaorts 

Buyer shall pay Seller by electronic transfer in Llnited States Funds for all Coal received, 
unloaded, taken into account, and accepted hereunder in accordance with the following: 

Any change in Sellers’ remittance information shall be provided in a letter (containing the bank 
name, account name, ABA routing number, and account number} which shall be signed by a duly 
authorized representative of Seller. 

Buyer shall submit to Seller the weight, analytical, and cost data on such Coal taltcn into account 
during each Half-Month at each respective consigned destination within Business Days after 
each such Half-Month period. ThereaMer, Seller shall submit to Buyer, w 
receipt of such information, an invoice covering such Half-Month deliveri 
destination, which invoice shall include a reference to this Agreement’s contract numb 

Buyer shall make payment by electronic transfer to Seller within 
the I-lalf-Month period, provided Seller‘s invoice is submiged in 
paragraph. IF Buyer in good faith reasonably disputes an invoice, it shall provide a written explanation 
specifying in detail the basis for the disp heless, Buyer shall pay the entire amount of the 
invoice no later than the due date. Withi ays following resolution of any dispute involving an 
invoice, any amount owing either Party sh 

ut not to exceed the maximum applicable lawful interest rate 
IhereinaRer “Interest Rate”]). If any Party Fails to pay amounts under this Agreement when due, the 
aggrieved Party shall have the right to suspend performanca under this Agreement until such amounts 
plus interest have been paid, and/or, subject to WVIII, exercise any remedy available at law or in 
equity to enforce payment of such amount plus interest at the Interest Rate defined herein. 

The payment terms set forth in this Article Iv are based on the financial condition of Buyer as of the 
date of this Agreement Seller shall be entitled to Performance ASSUK3RCe regarding payment in 
acmrdance with Hem 8) of Section 1 P . I  herein, as well as any remedies to which Seller is entitled pursuant 
to Section 2-702 of the IICC. 

__ 

If requested by either Party, the other Pa* (or its Guarantor) shall deliver to the requesting Party 
(i) withi days following the end of each fiscal year, a copy of the Party’s 
portion g audited consolidated Rnanci for such fiscal year for 
such Party and (ii) within quarters of each fiscal 
year, a copy of Eke quarterly report containing unaudited consolidated financial statements for such fiscal 

days after the end of each of if 

quarter for tho Party. In all cases, the statements shall be for the most recent accounting period and 
shall be prepared in accordance with generally accepted accounting principals, provided however, that 
should any such statements not be available on a timely basis due to a delay in preparation or 
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wrtifimtion, such delay shall not be an Event of Default so long as the relevant entity diligently prrrsues 
the preparation, certification, and delivery of the statements 

In the event a Party’s financial statements are Filed with the Securities and Exchange 
Coralmission and are availabfe at v w  sec.gov, then such Party has fulfilled its obligations hereunder. 

Contract Price 
The Contract Price For all Tons for Contrad Years 

for those Tons not included in those portions and for 
and B Tons subject to renegotiation pursuant to this Sedion 5.1 shall be as follo~s: 

o three (3) segments, Le. 
The Contract Price for each Segment shall be determined for 
following schedule: 

Neootiation 
Period Pricine Periods Segment - 

* The AnnualTons are as of the Effective Date of this Agreement. Should the Par;ies bs unable to agree upon the Contract Price during a 
Negotiation Period(s), the Annual Tans may be less than thoso shovm affer the fint Megotiation Period for lhs applicable Segment(s). Pieam 
refer to Section 5 2 for mora detail. 

http://sec.gov
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Periods 
through 
period would be calculated as follows: 

are unable to agree on a Contract Price for Segment A foe Contract Year 
ecP t~ the following provisions of this Sedion 5.2, the Annual Quantity fo 

Sesment 
Segment €3 Tons 
Segment C Tons 
Total 

If the Parties later agree to add Contract Quantity pursuant to 
Sedion 5.2(b)(ii) or Section 5 Z(h)(iii), then the Annual Quantity for such period shall be calculated as 
foflows. 

Seciment 
Segment A Tons 
Segment B Tons 
Segment C Tons 
Total 

During Ihe term of such Pricing Period, the following procedLires shall apply to the Contract 
Quantities from each Approved Production Source so reduced: 

(i) If the Pari-ies fail to agree on a Contract Price for a Segment during 211~3 Negotiation Period, 
then Buyer shall have the obligation to offer to Selbr pursuant to Section 5.2(b)(ii) the  Rrst righl to sell, 
and Seller shall have the obligation to propose to Buyer pursuant to Section 5.2(b)(iii) CRe first right to 
buy, tons totaling not more titan fhe  Annual Tons for the applicable Segment (the number of Annual 
Tons that Buyer is obligated to offer to Seller or Seller is obligated to propose to Buyer being the "Annual 

"' * aa*'s Annual RFR Obligafian shall be reduced as Follows: 
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( I )  Any Tons that Seller agrees to deliver to Buyer pursuant to Section 5.2(b)(ii) or that 
Euyer agrees to accept from Seller pursuant to Sedion 5.2(b)(iii) shall be deducted horn each Party's 
Annual RFR Obligation; 

(2) Any Tons offered by Buyer to Seller that Seller declines to supply to Buyer shall be 
deducted from Buyer's Annual RFR Obligation in the amount equal to the tonnage offered by Buyer 
duting the applicable year(s) of tho Pricing Period; and 

(3) Any Tons offered by Seller io Buyer that Buyer declines eo accept from Seller shall be 
deducted from Seller's Annual RFR Obligation in the amount equal to the tonnage offered by Seller 
durins the aDplicable year(s) of the Pricing Period. 
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Section 5.3 Legislation. In the event of the enactment, modification, or revision, to include a 
change in the interpretation or enforcement, af any federal, state, or local legislation, regulations, rules, 
or mandates issued pursuant thereto, including but not limited to the Federal Mine Safety 8 Health Act of 
1977 and the Surface Mining Control and Reclamation Act of 1977, (a "Change in Law") on or after 
December 1, 2005, with respect to, by way of example, but no2 limited to, taxes; reclamation; 
conservation; mine safety; mine working conditions and practices; ventilation; heallh a.nd health care; 
occupational hazards; reclamation, and conservation of mined areas; and which increases or decreases 
Scllor's cost to mine coal f~om the under this Agreement, an appropriate adjnsl-menl will 
be made to the Contract Price to anged cost; provided that such adjustment shall only 

e Contract Price for those Tons to be delivered after the Change in Law and for which a 
ontract Price is established in the first paragraph of Section 5.'1 of this Agreement. 

ost shall be determined by the difference in the new cost and the cast in 

In the event of a Change in Law (i) aRer the determination of the Conlrzd Frice Tor a Segment 
during a Negotiation Period end (ii) during a Pricing Period for a Segment, under this Agreement, an 
appropriate adjusbnent wiil be made ta the Contract Price lo refled such changed cost. Additionally, 
such change in cost shall be determined by the difference in the new cost and the cost in effec'i on the 
date the applicable negotiated price was determined. 
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ARTICLE VI 
Taxes and Other Liabilities 

Section 6. ’I. Third Pa& Irn,oosifions. Each Party shall use Commercially Reasonable Efforts to 
administer this Agreement anrl implement the provisions in accordance with the intent to minimize 
Taxes, but neither Party shall be obligated to incur additional expenses in doing so. Except as provided 
in Section 5.3, Seller shall be sofely responsible as for all assessments, fees, costs, expenses, and taxes 
(including without limitation, New Taxes, but not income t&Yes) imposed by government81 authorities or 
othher third parties (“Third Party Impositions”) relating to the mining, berleficiation, production, loading and 
deliveu of Coal to Buyer or in any way accrued or levied at or prior to the transfer of title l o  the Coal to 
Buyer, and including, without limitation, all severance taxes, royalties, black lung Fees, reclamation fees 
and other costs, charges, and liabilities. Buyer shall be solely responsible for Third Party Impositions 
relating to the Coal accrued or levied after the transfer of title to ‘the Coal to Buyer. 

If  either Party is exempt from taxes, it shall provide a certificate of exemption or dired pay permit, 
or other reasonable setisfadory evidence of such exemption. 

Section 6 2 .  Indemnity, Each Party shall indemnify, release, defend, and hold harmless We 
other Pa%, its oWicers, directors, Affiliates, agents, and employees, from and against any and all Third 
Party Impositions with respect to  the Coel that are the responsibility of such Pai‘iy. 

ARTICLE VI1 
Adiuslrnenk to the Contract Price 

Adjustments to the Contract Price for variances in quality shall be made in accordance wK1i the 
provisions of Schedule 7.2 (attached hereto and hereby inade a part of this Agreement). The Contract 
Prfce as adjusted by such provisions is referred to as the “Selling Price.” 

ARTICLE VI11 
Weiahinci. Samnlina, and Analyses 

Weighing, sampling, and anaiyses shall be performed by Buyer in axordance with tho provisions 
of Schedule 6.1 (a’ctached hereto and hereby made a pari of ‘this Agreement). 
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ARTlCLE IX 
Other 6overninen~'ral~islation. Rmulations. and Orders 

Section 9.1. Buver Cornr~liance. Seller and Buyer sliall make good faith efforts to comply with 
the provisions of all federal, state, and other governmental laws and any applicable orders andlor 
regulations, or any amendments or supplements thereto, which have been, or may at any time he, 

---- Section 9.3. Govenimeni Impositions on Seller. In the event o.f any Government Imposition 
which prohibits (or restricts so as effectively to prohibit) mining or processing, or shipping, as may be 
applicable, of the Coal specified in this Agreement, Seller may elect to be permanently relieved of its 
obligation upon the effective date of implernenlakion (compliance date) of such law, regulation, or order 
to deliver the quantity of Coal to be delivered under titis Agreement affected by such Government 
Imposition. 
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ARTICLE X 
Resresentations 

On the Effective Date, each Party represents and warrants to the other Party that: 

(i) it is duly organized, validly existing and in good standing under the la\m of jurisdiction of 3s 
formation; 

it has or will obtain all regulatory authorizations necessary for it to legally perform ifs 
obligations iinder this Agreement; 

(iii) the execution, delivery and performance of this Agreement are within its powers, have been 
duly atRhorized by ali necessary action and do not violate any of t h e  terns and conditions in 
its governing documents, any contracts to which it is a party or any law, rule, regulation, 
order OF the like applicable to it; 

(iv) this Agreement and each other clocument executed and delivered in accoi-dance with this 
Agreement constitutes its legatiy valid and binding obligation enforceable against it in 
accordance witti its Isms, subject to any available defenses; 

Buyer and Sellar are each ading for their own account; each Parly has made its oviin 
independent decision to enter into this Agreement and as  to wileiher Chis /\,greenerit is 
appropriate or proper for it based upon its own judgment, is not reiying upon the advice or 
recommendations of the other Party in so doing, and is capable of assessing the ineriis of 
and Linderslanding, and understands and accepts, the terms, conditions and risks of this 

(ii) 

(v) 

*--=nrnent: 
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(vi} it is not banlwpt and there are no Bankruptcy Proceedings pending or k ing confemptated 
by it or, to its knowledge, threatened against it which vilould result in it. being or becoming 
bankrupt; 

(vii) there is not pending or, lo its knowledge, threatened against it or any of its Affiliates any 
legal proceedings that could materially adversely affect its abiliiy to perfom its obligations 
under this Agreement; 

(viii) no Event of Def~iult with respect to it has occurred and is continuing and no such event or 
circumstance would occur as a result of its entering into or performing its obligations under 
this Agreement, 

{ix) is a "forward contract merchant" and this Agreement is a "forward contract" within the 
meaning of the United States Bankruptcy Code; 

(x} if has entered into this Agreement in connection with the conduct of its business and, with 
resped lo Seller, it has the capacity or ability to mine, and, wirlh respect to Buyer, it ha5 the 
capacity or ability to receive delivery of all Coal referred to in this Agreement; 

(xi) with respect to this Agreement, it is an "eligible contract parficipanl"' as defined in 
Section 'la(12) of the Commodiiy Exchange Act, as amended [7USC 5 4a(12)]; 

(xii) all applicable information that is furnished in writing by it or on behalf of it to the other Party 
pursuant l o  this Agreement (as described on Schedule 10, ateached hereto and hereby 
made a pari of this Agreement) is as of the date provided true, accurate and complete in 
every material reswct. For purposes of this representation, financial information provided 
via posting on the Internet shall be deemed to be written information provided to the other 

(xiii) no event or circumstance exists at any Approved Production Source (as provided under 
Schedule 3.1-8), that would constitute an event of Force Majeure under this Agreement. 

Pa@; 

Each Party represents that the individuals signing this Agreement on behalf of each of them has 
been duly authorized to do so. This Agreement will become a valid and binding cantract only upon its 
execution by such persons authorized to bind both Parties. 

ARTICLE XI 
AudiE 

(a) Each Party (and its representatives) has the right, at its sole expense during normal working 
hours and upon reasonable advance notice, lo examine the records of the other Party, but only to the 
extent reasonably necessary to administer this Agreement or to verify the accuracy of any statement 
(financial or otherwise), charge or computation made pursuant to this Agreement. If requested, a Parts 
shall provide to the requesting Pa* statements evidencing the quantities and qualities of Coal delivered 
or received at the Designated Delivery Point. If any such examination reveals any inaccuracy in any 
statement, the necessary adjustments in such statements and the payments thereof will be promptly 
made and shall bear interest calculated at the Interest Rate from the date the overpayment or 
underpayment was made until paid; provided, however, that no adjustment for any slatement or payment 

-I- * ~ ~ h s s  ohjedion to the accuracy thereof was made in writing, in reference hereto, prior to 
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the lapse of two (2) years from the rendition thereof; and provided furlher, that for the purpose of such 
statement and payment objections, this Article XI will survive any termination of this Agreement. 

reasonable manner, to its records [and with respect to audits of records relating lo Section 5.2(b) lo the 
independent third party) during normal working hours to the extent reasonably necessary to verify 
whether Buyer and Seller have complied with their obligations. Buyer and Seller will cooperate, at their 
own cast and expense and using Commercially Ressonable Efforts, with all reasonable rquests toor 
additional infomation, summaries, reparts, interviews of employees and other infomalion reasonably 
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ARTICLE XI1 
Force Maieure 

To the exlent either Pa&/ is prevented by Force Majeure from carrying out, in whole or part, its 
obligations under this Agreement and such Pa@ (the "Claiming Party") gives notice and details, orally 
and confirmed promptly in wriEing, of the Force Majeure to the other Party as soon as practicable (but in 
no event later tha ays after the date that such event prevenfs the delivey andlor receipt of 

shall be excused From the performance of its obligations. During such 
day period, Seller skall make Commercially Reasonable Efforts to provide Buyer with an 
elivey schedule. The Claiming Party shall remedy the Force Majeure with all reasonable 

dispatch. The non-Claiming Party shall not be required to perform or resume performance of its 
obligations to the Claiming Party corresponding to the obligations of the Claiming Party excused by 
Force Majeure. Failure to give such notice and furnish such information within the time specified shall be 
deemed a waiver of all rights under this Article for such period of time during which notice was not given. 
Buyer and Seller shall exercise reasonable efforts to mitigate or eliminate the conditions which have 
caused the Force Majeure condition, provided, however, nothing herein contained shall be constnied as 
requiring Seller or Buyer to accede to any demands of labor, or labor unions, or suppliers, or other 
parties which Seller or Buyer considers unacceptable. No suspension or reduction by reasons of Force 
Majeure shall invalidate the remainder of this Agreement but, on the removal of the cause, shipments 
shall resume at the specified rate. The C @ claiming Force Majeure shall furnish the non- 
Claiming Party a monthly statement by the of the calendar month setting forth the amount of 
tonnage not shipped or to be reduced bec 
calendar month. 

ent of Force Majeure redu 
for a continuous period o 
, the Party not claiming 

pursuant to this Agreement by at least 
ays, then at any time Gkierea 
shall have the option, upon 

written notice, to terminate the portion of $he obligations of the Parties hereunder that were affected by 
the Force Majeure event. 

Claiming Party's receipt of such notice and prior to the making up of all of the shortfall, (i) if the Claiming 
Party is Seller, then Seller agrees to not sell coal from the Approved Production Sources that is not at 
the time of Seller's receipt of such notice contractually c o m m k d  to any third party without first offering 
such coal to Buyer as make up tonnage, and (ii) if the Claiming Party is Buyer, then Buyer agrees to not 
buy coal meeting the requirements of the applicable Plant that is not at the time of Buyer's receipt of 
such notice contradually commi8ed from any third paiiy without first offering such coal to Seller as make 
up tonnage. 

If Buyer is the non-Claiming Party, then the Tons shall be made up at the Contract Price in effect 
at the time of Seller's claim of Force Majeure. If Seller is the non-Claiming Pa@, then the Tons shall be 
made up at the Contract Price in effect at the time of the make up. 

If Seller claims Force Majeure under this Agreement and has addifional obligations to provide 
Coal from the Approved Production Sources, or if Buyer claims Force Majeure and has obligations to 

' -"-I hr- m d  auality as the Coal under other coal sales agreements, then any 
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reductions in Seller's deliveries or Buyer's purchases (as applicable) shall be allocated by the Party 
claiming Force Majeure on a pro rata basis among this Agreement and such other coal purchase or 
sales agreements to the extent contractually permitted by such agreements. Without limiting the 
generality of this Article, (i) in the event of a Force Majeure event which causes a partial curtailment of 
electriczl gener2t:ion from or electrical geneiating capacity at the Plant or partial curtailment of 
transmission or distribution of electricity therefrom, Buyer shall at its option, be refiaved under this Article 
from its obligation to accept a portion (based on such partial curtailment) of the Coal scheduled for 
delivery to the Plant for the period during which such event or occurrence exists or existed, on a pro rata 
basis with all other coal suppliers to such Plant and (ii) in the event of a Force Majeure event which 
causes a total curtaitment of eledrical generation from or electrical generating capacity at the Plant or of 
transmission or distribution of electricity therefrom, Buyer shall at its option, be relieved under this Ar"ric1e 
from its obligation Eo accept the total quantify of the Coal scheduled for delivery to the Plant for the 
period during which sirch event or occurrence exists or existed. 

' 

ARTICLE Xlll 
Warranties 

In addition to all other warranties and representalions made by Seller in this Agreement, and 
subject to Section 2.1, Seller represents and warrants that (i) Seller, its Affiliates or subsidiaries, shall by 
the  Effective Rate of this Agreement, own or control sufficient reserves of C o d  as defined in Schedule 
3.14 to satisfy the quantity and quality provisions for this Agreement; (ii) Seller hereby certfles that it is 
in yood Faith complianm with the rules, practices, and standards issued by any and all governmental 
agency(ies) with respect io legislation, regulations, rules, or mandates which were in effect either by 
interim or final rules, or passed, adopted, or promulgated but to go into later effect, as of the time 
specified for the first delivery of Coal hereunder, incfucling all laws and regulations regarding the mining 
and sale of Coal (notices and orders issued under the  Federal Coal Mine Health and Safety Act and 
State and Federal Reclamation Acts excepted); and (iii) Seller has filed or will have filed in a timely 
manner all licenses, permits, certificates and other documents necessary for it to fulfill its obligations 
hereunder. lJpon request from Buyer, Seller shall Furnish to Buyer a statement indicating the amount of 
reserves that remaln lo fulfill the quantity and quality requirements of this Agreement. 

Seller covenants that it will, and does hereby, dedicate to this Agreement such quantity of said 
Coal reserves as is required for tho full performance of Seller's oblig&ions heretinder and that Seller will 
not sell nor contract to sell to others Coal from said resewes in such quantity and quality as to jeopardize 
its ability to deliver the total quantity and quality of Coal called for by this Agreement. Nothing in this 
Article Nil shall be construed as preventing Seller from mining and selling Coal from said reserves to 
others provided the foiegoing provisions with respect to said reseives are complied with. 

EXCEPT AS SET FORTI-4 IN ARTICLE 111 CONCERNING QIJALITY, ARTICLE X, ARTICLE XV, 
AND IN THIS ARTICLE, NEITHER PARTY MAKES ANY REPRESENTATION OR WARRANTY OF ANY 
KIND, EXPRESS OR IMPLIED, WHETHER AS TO MERCl+ANTABIL1T\b, FITNESS FOR ANY 
PARTICULAR PURPOSE, OR ANY OTE-IER MATTER. 
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ARTICLE XIV 
Guaranty 

ARTICLE XV 
Title? Risk of Loss, and l n d e r n n  

Title for Coal confoming Eo this Agreement shall pass lo Buyer as follows: 
a) 

b) 

c) Title to and risk of loss of the Coal reconsigned by Buyer to an Alternate Delivery Point 
pursuant to Section 2.2 will pass to Buyer upon the Coal being unloaded or transloaded at the 
Alternate Delivery Point. 

d) Title shall revert back to Seller immediately upon any Applirsble Lot rejection by Buyer as 
provided in Section 2.5(a) 

Seller warrants that i t  has title to the Coal and wit1 deliver the Coal to Buyer free and clear of all 
liens, claims, and encumbrances arising prior to the transfer of title to Buyer. Seller and Buyer shall 
each indemnify, defend, and save harmless the other Party, its ofFicers, directors, ARliates, agents, and 
employees from and against any liabilities, expenses, fosses, claim, damages, penalties, causes of 
action, or suits arising aut of or in connection with its failure to comply with its obligations under this 
Agreement. 

Seller shall indemniFy, save harmless, and defend Buyer and its Affiliates, its oMcers, directors, 
agents, and employees (all refeerred to in this sentence as ”Buyer”) from and against any liabilities, 
e:cpenses, losses, claims, damages, penalties, causes of action, or suits, and all other obligations 
whatsoever, including without limitation, all judgments rendered against and all fines and penalties 
imposed upon Buyer (whether severally, or in cornbination with others) and any reasonable attorneys’ 
fees and any other costs of litigation (all of which are hereinafter referred to as “Liabilities”) arising out of 

afh to any person(s), or damage to any properly, caused by or related to, in whole or in pait 
furnished hereunder (as applicable), between the time that such are delivered to 

Seller or Seller‘s agent and the time that custody thereof is properly returned to Buyer (or to Buyer‘s 
agent carrier, if applicable). Any injury or death to person(s) or damage to property as hereinbefore 
described shall be reported to Buyer by Seller immediately upon the occurrence thereof, and conFirmed 
in writing as soon as possible. 

Buyer shall indenmi$/, save harmless, and defend Seller and its A%liates, its officers, directors, 
agents, and employees (ail referred to in this sentence as “Seller”) from and against any liabilities, 
expenses, losses, claims, darnages, penafties, causes of action, or suits, and all other obligations 
whatsoever, including without limitation, all judgments rendered against and all fines and penalties 
imposed upon Seller (whether severally, or in combination with others) and any reasonable attorneys’ 

-+kar ~ n s k  of lifigalion (all of which are hereinafter referred to as “Liabilities”) arising out of . 
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injuries or death to any person(s), or damage to any property, caused by or re-elated io, in whole or in part 
the barges furnished hereunder (as applicable), at the time that custody thereof is properiy returned by 
SePer to Buyer (or to Buyer‘s agent carrier, if applicable). Any injury or death to prson(s) OF damage to 
property as hereinbefore described shall be reported to Seller by Buyer immediately upon the 
occuwenw thereof, and confirmed in wAing as soon as possible. 

ARTICLE XVI 
Nettino and Set OH: 

If the Parties are required to pay any amount under this Agreement on tlie same day or in the 
same month, then such amounts with respect to each Party may be aggregated and the Parties may 
discharge their obligations to pay through netting, in which case the Pariy, W any, owing the greater 
aggregate amount shall pay to the Party owed the difference beEvJeen the amounts owed. Each Party 
reserves to itself all rights, setoffs, counterclaims,  omb bin at ion o€ accounts, liens and other remedies and 
defenses which such Party has or may be entiled to (whether by opera~on of law or otherwise). 

ARTICLE XVll 
Events of Default, Remedies and Limitation of Liabiliiies 

Section 1’7.7. Event oPDefault. An event of default (“Event of Def8ult’) with respect to a Party 
(the “Defaulting Paw) shall mean any oft l ie fobllowing: 

“1) the failure of the Defa‘aulting Party to pay when due any required payment and such failure 
is not remedied within Business Days, after receipt of written notice thereof, provided the payment 
is not subject to a goo dispute as described in Article lV; 

an event described under paragraph (d) of Article 11, Section 2 5, Rejection and 
Suspension, has occurred; 

any material representation or warranty made by a Party herein shall prove to be untrue in 
any material resped when made; 

tlie failure of the Defaulting Party to comply with its ot ive covenants or 
obligations under this Agreement and such failure continues uncured for usiness Days after 
receipt of written notice thereof; 

2) 

3) 

4) 

5) 
6) 

the Defaulting Party shall be subjed to a Bankruptcy Promeding; 
(i) the expiration or termination of any Credit Support of such Party’s obligations under WS 

Party under each transaction to which such Credit SupporS relates with ri‘cten consent of the 
other Party; (ii) failure by the Party providing Credit Support to make, with Business Days prior 
to the expiration or termination of any Credit Support, adequate arrangements fur new and equivalent (or 
a renewal of existing) Credit Support to become effectivs immediately upon the expiration of the existing 
Credit Support without the written consent of tho other Party; (iii) failure of a Party‘s Credit Support 

Gcomes Provider, if any, to perfom any covenant in its Guaranty; or (iv) such Credit Support Provider b- 
subjeci: to a Bankruptcy Proceeding. 

the Defaulgrtg Party fails to establish, maintain, exknd, or increase Perfofmanee 

Agreement (other than in accordance with its terms) prior to the satisfaction of all obligation- a of such 

7 )  
- *‘-A nursuant lo this Agreement; 

I 

I 
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8) the occurrence of a Material Adverse Change with respect to the Defaulting Pariy; 
provided, such Material Adverse Change shall not be considered an Event of Default if the Defaulting 
Pa@, within usiness Days after the date OF notice, provides to the Non-Defaulting Party for so 
long as the Material Adverse Change is continuing, PeI-Fonnance Assurance with ihe Non-Defaulting 
Party. 

Section f7.2. Remedies. Upon the occurrence and during the continuance of an Event of 
Default, the other Party (the "Non-Defaulting Party") may, in its sole discretion: 

1) terminate the Parties' respective obligations under this Agreement by establishing, and 
notifying the Defaulting Party of, an early termination date (which shall be no eariier than the date of 
such notice nor later than days after the date of such notice) on which this Agreement shall 
terminate ("Early Termination Date"); and/or 

2) 
3) 

4) 
If notice of an Early Termination Date is given under this Adicle, the Early Termination Date will 

withhold any payments due to the Defaulting Party until such Event of Default is cured; 
suspend performance of its obligations under this Agreement until such Event of Default is 

e:iercise any other rights that are available to it at law or in equsy. 
cured: 

occur on the designated date, whether or not the relevant Event(s) of Default is then continuing. 

Section fip.3. Payment, Notwithstanding any provision to the contrary contained in this 
Agreement, the Non-DefauRing Party shall not be required to pay the Defaulting ParZy any amount under 
this Articcle XVII, until tlie Non-Defaulting Party receives confirmation satisfactory to it, in its reasonable 
discretion, that all other obligations of any kind wliatsoever of the Defaulting Pai3y to make any 
payments to the Non-Defaulting Party under this Agreement (or otherwise) have been fully and finally 
performed. 

ARTICLE XVIII 
SUCCESSORS. ASSIGNS, AND ASSIGNMENT 

This Agreement shall inure to the benefit of and be binding upon the Parties hereto and their 
respective SUCC~SSO~S and assigns; but, except for assignment to an Afifiate, this Agreement may not be 
assigned by either Par& without the prior written consent of the other, except that either Party n a y  
without the written consent of the other assign to any financing institution or institutions this Agreement 
or any monies due or lo become clue hereunder. No assignment under this Article XVlll shall in any way 
relieve the assignor from liabilfty for full performance under this Agreement. Any such assignee shall 
assume and agree to be bound by the terms and conditions of this Agreement. 

~ o ~ w i ~ h s ~ a n ~ i n g  the provisions of the preceding paragraph to the contrary, Buyer shall have the 
right to assign, in whole or in part, its rights and interests and delegate its obligations under this 
Agreement to a producer of Synfuel provided that, (a) the proposed assignee agrees in writing to be 
bound by and to assume the terms and conditions of this Agreement and any and all obligations of Buyer 
to Seller arising or accruing hereunder during the term of such assignment and (6) such producer of 
Synfuel or its guarantor or other credit suppart provider has, at the time of assignment, a credit rating 
eaual Eo or better than Buyer. IF the interest of Buyer in this Agreement shall be assumed, sold or 

-=ainbefore provided, Buyer shall be released and discharged from only those 
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obligations lo Seller arising or accruing hereunder during the term of the assignment, and Buyer sliall not 
be released and discharged from and slid1 remain liable for any and all ob[igations to Seller arising or 
accruing hereunder prior to or aRer the period of such assumption, unless such obligations arc expressly 
assumed in writing by the assignee. During the assigned term, Seller shall perfom this Agreement with 
the assuming party as if such person had been named as Buyer under this Agreement during the 
assigned term, hut any act, omission or breach of the assignee during the assigned term will not affect 
the rights or obligations of the parties during the unassigned term. Should such assignment occui-, Seller 
also agrees upon the request of Buyer to enter into a new agreement with such Synfuel producer on 
substantially the same terms and condHions as provided in this Contract with resped to all or part of the 
Coal to be purchased hereunder. 

Written consent to one or more assignments shall not be construed as waiving the necessity of 
obtaining written consent to other and/or additional assignments. 

ARTICLE XIX 
--I Government Contractor Comdiance Certificate 

Unless exempted, the Parties shall comply with the equal employment opportunity clause in 
Section 202 of Executive Order 11246 and all applicable rules, regulations, and relevant orders 
pertaining to Executive Order 1 1246, Section 503 of the Rehabilitation Ad of 1973, and Section 421 2 of 
the Vietnam Era Readjustment Assistance Act of 1974, as amended. 'TI% Parties represent that they do 
not, and shali not for the term of the Agreement, provide or maintain for its employees facilities that are 
segregated on the basis of race, color, religion, sex or national origin. The Parties represent that they 
will not assign their employees to perfom any work related to the Agreement at a location where 
facilities are segregated on the basis of race, color, religion, sex or national origin The Parties agree 
that they will not enter into any agreement to obtain goods or serwices relating to the Agreement with any 
entity that provides, maintains or assigns its employees to work at locations where facilities are 
segregated on the basis of race, color, religion, sex or national origin. As used herein, "facility" means 
waiting rooms; work areas: restaurants and other eating areas; time clocks; locker roams and other 
storage or sleeping areas, except as necessary to assure privacy between male and female employees; 
parking lots, drinking fountains; recreation or entertainment areas; and transportation. 6f not otherwise 
exempted by Title 48 and to the extent applicable, the Parties will comply with 48 CFR 352.219-5, 
Utilization of Small, Small Disadvantaged, and Women-Owned Small Business Concerns, and 48 CFR 
$52.21 9-9, Small, Small Disadvantaged, and Women-Owned Small Business Subcontracting Plan. If 
not otherwise exempted by 41 CFR 360-1 5, the Parties represents that it will file all reports or other 
required information specified in 41 CFR 960-1.7. 

ARTICLE )OX 
Counterparts, Survival and Severabilihf 

This Agreement may be executed in several counterparts, each of which is an originai and all of 
which constitute one and the same instrument. All audit rights shall survive the termination of this 
Agreement in full for a period of (except with respect to audit rights as to Third Pariy 
Impositions which shall survive for the applicable statute of limitations, including any extensions there00 
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Should any provision of this Agreement for any reason be declared inv8lid or unenforceable by 
final and applicable order of any court or regulatory body having jurisdiction, such decision shall not 
affect the validity of the remaining portions, and the remaining portions shall remain in effect as if this 
Agreement had been executed without the invalid portion. in  the event any provision of this Agreement 
is declared invalid, the Parties shall promptly renegotiate to restore this Agreement as near as possible 
to its original intent and effect. 

ARTICLE )HI 
Non-Waiver and Dutv to Miticlate 

No waiver by any Paiiy of any of its rights with respect to any other PaQ' or with respect to any 
mal"rer or default arising in connection with this Agreement shall be construed as a waiver of any 
subsequent right, matter or deiauit whether of a like, kind, or different nature. Any waiver shall be in 
writing signed by the waiving Party. 

Each Party agrees that it has a duty to mitigate damages. 
Except as otherwise set forth in this Agreement, nothing contained in this Agreement shall be 

construed or constitute any Party as the employee, agent, partner, joint venturer or contractor of any 
other Party. 

This Agreement is made and entered into for the sole protection and legal benefit of the Parties, 
and their permitted successors and assigns, and no otlier Person shall be a direct or indirect legal 
beneficiay of, or have any dired or indirect cause of action or claim in connection with, this Agreement. 

ARTICLE XXII 
Addresses for Notices. Invoices andui re Transfers 

Notices required under this Agreement may be exercised verbally, but shall be provided to the 
other Party in writing as soon as practicable to the addresses shown herein. The Parties shall be legally 
bound from the date the notfication is exercised. 

Unless expressly provided othem'se, notices shall lie in writing and delivered by hand or 
electronic means or transmitted by Facsimile or sent by postage prepaid, certified mail, return receipt 
requested, or by overnight mail or courier. Notices hand delivered or delivered by electronic means shall 
be deemed delivered by the close of the Business Day on which it was hand delivered or deiivered by 
electronic means (unless hand delivered affer close of tlie Business Day in which case it shall be 
deemed received by the close of tlie next Business Day). Notices provided by facsimile shall be deemed 
to have been received upon the sending Pat-iy's receipt of its Facsimile machine's confirmatian of a 
successful transmission. If the day on which such facsimile is received is not a Business Day or is after 
five pm. Eastern Prevailing Time on a Business Day, then such facsimile shall be deemed to have been 
received on the following Business Day. Notices provided by postage prepaid, certified mail, return 
receipt requested, or by overnight mail or courier, shall be deemed delivered upon mailing. A Pa@ may 
change its address by providing notice thereof in accordance with this Article XXll. 

29 
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For Notices: 

ARTICLE MIII 
Confidential& 

Neither Party shall disclose, either directly or indirectly, tlie terms of this Agreement to a third 
parby without the written consent of the other Party (other than a Party’s and its Affiliates’ employees, 
lenders, counsel, accountants or prospective permitted purchasers), except in order to comply with any 
applicable law, order, regulation or exchange nde; provided, each Party shall notify the other Party of 
any proceeding of which it is aware which may result in disclosuee and use reasonable efforts to prevent 
or limit tlie disclosure. 

-- 

ARTICLE W I V  
Entire Acqreernent, Amendments, and Internretation 

This Agreement and the Schedules attached hereto and made a part hereof constitute the entire 
agreernent between the Paities relating to the subject matter contemplated by this Agreement and 
supersedes any prior or contemporaneous agreements or representations affecting the same subject 
maUer. The Parties agree that parol or extrinsic evidence may not he used to vary or contradict the 
express terms of this Agreement. 

No amendment modification or change to this Agreement be enforceable unless reduced to a 
writing executed by tlie Party against whom such amendment, modification or change is sought to be 
enforced and shall reference this Agreement. 

The Parties acknowledge that each Party and its caunsel have reviewed and revised this 
Agreement and that the normal rule of construction to the effect that any ambiguities are to be resahecl 
against the draRing Party shall not be used in interpretation of this Agreement. 

30 D X  1!307092 1.22 D Q ~ U  lfdzO115 IO 58 A M  
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All headings for Articles and Sections herein are for convenience and reference purposes only. 
Any capitalized terms used herein and not defined in the article or section in which it appears shall have 
the meaning set forth herein under DeRnitions. 

ARTICLE sxv 
__I Governins Law: Waiver of J u m  

This Agreement shall be governed by and construed in accordance with the laws of the State of 
New York. Each Party waives its respective right to any jury trial with respect to any litigation arising 
under or in connection with this Agreement. Except as othervvise provided for herein, the provisions of 
the UCC as adopted by tho Stake OF New York shall govern this Agreement shall be deemed to apply to 
this Agreement and any Coal supplied hereunder shall be deemed to be "goods" for purposes of the 
ucc. 

ARTICLE ) O W  
Venue 

Each Party hereby submits to the exclusive jurisdiction of state or federal courts located in Mew 
York City, New York and all appellate COIJ~ZS therefrom 2nd waives any objection which it may have at 
any time to the laying of venue of any proceedings brought in such court, waives any claim that such 
proceedings have been brought in an inconvenient forum, and Further waives the right to objeci, with 
resped to such proceedings, that such couri does not have jurisdiction over such Party. 

ARTICLE mvt/ 
lmacred Aareemenl 

Any original executed Agreement or other related document may be photocopied and stored on 
computer tapes and disks ("Imaged Agreement"). IF an Imaged Agreement is introduced as evidence in 
any judicial, arbitration, mediation or administrative proceedings, it shall be considered as admissible 
evidence, Neither Party shall object to the admissibility of the Imaged Dactrment on the basis that such 
were not originated or maintained in documentary Form under either the hearsay rule, the best evidence 
rule, or other rule of evidence. 

ARTICLE ;O<VIII 
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IN WI’TNESS WI-IEREOF, each Party hereto has caused this Agreement io b e  executed iii its behalf by 
its proper officer thereunder duly authorized, all as of the day 2nd year first above written 

32 
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QUALITY' ~ ~ ~ ~ l ~ ~ g ~ ' ~ ~ ~ ~ ~ ~  
The Coal required and delivered hereunder, upon unloading and receipt at tlte Plant shall meet 

Further, for tho purposes of Section 2 5, the the following "Contracted Half-Month" specfications. 
following "Suspeiision" specifications shall be applicEble to such Coal. 

Weighted Average "As Received" Basis 
Contraded Suswnsion 

Calorific Value (Blullb) rnin 

Moislure (%) rnax 

Ash ( 9 6 )  ma:: 
Volztllo IVlal!er (46) rnin 
Iiardgrovc Grlndab lity mln 

Lbr, SDZ/iwV.il Elu max (C) 
Ash Fuslon (H=% W) 

O F  Red A1.n inin 

36 Doc $307992~22 Dale: f/6/2(106 10.5GAM 
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Weighted Average “As Received” Basis 

Contracted Half-Year 
SO2 Specification 

(E) = A  maximum of ons per Contract Year will be delivered to the Mitchell Plant. 

“37 
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The Approved Production Source(s) to which reference is made to in this Agreement consist of the 
following: 

The Approved Resewe(s) of coal to which reference is made in this Agreement consist of the 
following: 

The Designated Delivery Point(s) to which reference is made in this Agreement are: 

3 8 
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In order for the Selling Price lo accommodate variations in calorific value, sulfur dioxide value, 
and ash value of the Coal delivered hereunder, there shall be an amount(s) added to or subtraded from 
the Contract Prices as provided for in this Article. These price adjustments shall be in addition to any 
rights that Buyer may have as provided or referenced under Article II of this Agreement. Additionally, if 
Buyer modifies its niethodology for evaluating coal (such as Euyer determining a need to clmnge the 
evaluation method for sulfur dioxide or ash or to evaluate additional Goal characteristics (e g., mercury, 
arsenic, etc )), Buyer niay request that a new methodology For calculating quality adjustments on such 
Coal characteristics be incorporated into this Agreement. IF, upon evaluation of Buyer’s request, Seller 
reasonably determines that it cannot comply with such new methodology for calculating quality 
adjustments on such Coal characteristics, then, within days follawing Seller’s receipt of 
Buyer’s request, Seller shall notify Buyer of Seller‘s inabi iy with Buyer’s request. Buyer or 

led to terminate this Agreement by providing written notice to the non-terminating Party 
ng Party, then calendar days following Buyer’s request. if Seller is the no 
calendar days Buyer‘s termination by providing written notice to Buyer withi 

following its receipt of Buyer‘s notice that Seller will comply with Buyer’s request. If Buyer is the non- 
g Party, then Buyer may nullify Seller’s termination by providing written notice lo Seller within 
calendar days following its receipt of Seller’s notice that Seller will not be required to comply 

with Buyer’s request. 

(a) If the weighted average Calorific Value of the Coal unloaded and taken inta account 
liereunder in a Half-Month is not equal to the Contract Half-Month Weighted Average Btt~ Specification, 
then there shall be an amount added to the Contract Price (if the calculated number is positive) or 
subtraded from the Contract Price (if such number is negative), as determined by the following Formula, 
to arrive at the adjusted price for such Coal: 

provided, however, no premium will be paid for Calorific Value which e)tceeds tho Contracted Hal[-Month 
Weighted Average Btullb. hy 

(b) Within days following each Contract I-OalCYear an adjustment in the price per Ton 
for the actual SO2 received shall be compared to the applicsble Contract 
difference, positive or negative, shall be calculated based upon the relevant 
Plant, including, but not limited to, the cost of Emission Allowances for applica 
removed, as foHows: 
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Where: 

CS = the cost to Buyer to remove one ton of SO2 from each applicable PlanYs emissions. 

PSE = the Half-Year average “aclual“ scrubber efficiency percentage for each applicable Plant 

E = the average price of SO2 allowances fo onths of delivery within the applicable Contract 
Hatf-Year, expressed in the average dolla n the table entitled “SO:! Allowances” under the 
caption “Assessment Averages” published or its successor publication, as published on the 
Rrst Monday following sudi month for the six calendar months within the applicable Contraact HaCYear (or if 
not published. the average of the SO2 Daily Prices for the applicable ConErad Half-Year). 

* = refers to fhe Half-Year weighted average “As Received” Bfu and Ibs. SOt/rnmBt& 

However, for each source the 
m ax in  i i m  021 

containing 

An amount of 
Applicable Lot of Coal 

shall be deducted from the Contract Price for each 
an the Applicable Lot Suspension Limit. 

(c) For each Applicable Lot of Coal tested to have an ash content greater than the Applicable Lot 
Contract Price for Coal in such Applicable Lot vvil! be decreased by for each 

or po&ion thereof, by which the Applicable Lot’s ash content is test e above 
uspension Limit. (For example, if the Ash Applicable Lot Suspension Limit is 

then tho Contract Price decrease Applicable Lot has a percent 
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( 4 )  Except as provided w, the weight of the Coal de 
shall be maintained to withi 

accuracy between acceptance tests (" 
be tested and adjusted, if necessary, in accordance with the guidelines outlined by the applicable 
National lnstitiite of Standards and Technology ("NIST") Handbook M 4  provisions in effect at the time of 
such testing, or other procedures which shall be mutually acceptable to Seller and Buyer. Maintenance 
tests, using simulated load, shall be condu Material tests to confirm belt 
scale accuracy shall be conducted at least 
schedules and results of such testing and 
Days prior to any Material test 

Buyer shall give prompt notice by telephone or facsimile and confirm such notire in writing 
to Seller if and when any scales are discovered to be in error beyond the limits established above Seller 
shall have the right, but not the duty, to have a representative present at any and all times to observe the 
determination of weights and scale testing. If Seller should at any time question the accuracy of the 
weights thus determined, Seller shall so advise Buyer and confirm the same in writing, and Buyer shali 
arrange ta test the scales. If such test shows the scales to be in error, they shall he adjusted to the 
required accuracy established above. If such test requested by Seller shows the scales to be within the 
applicable limits established above for the respective scale, then Seller shall pay all costs of such test 
othewise Buyer shall pay all such cost. 

IC, upon testing pimuant to the above paragraph, the scales are determined to be in error 
beyond the limits established above, an adjustment ofthe payment to Seller shall be made based on Lhe 
assumption that the condition causing the e in error beyond such limits shall have existed with 
respect to all Coal unloaded on and afte calendar days prior to Seller's vdrilten notikation to 
Buyer that Seller questions the accuracy hts or the date of the previous scale test, whichever 
is later. Such adjustments shall be in an amount equal to the difference in the weights as specified in the 
applicable invoices and the weights that would have been obtained had the scales not been inaccurate, 
multiplied by the price par Ton as stated in said invoices. 

If, upon any regular testing of the scales by Buyer, [he scales are detemiined to be in error 
beyond the limits established above, an adjustment shall be made in the same manner provided in the 
preceding paragraph, such adjustment to be based on the assumption that the condition causing the 

nd such limits shall have existed with respect to all shipments weighed on and 
calendar days prior to such determination, or the date of the previous scak 

adjustment andlor payment 
calendar days from the date 

notify Seller at least 

(b) 

(c) 

(d) Any payments due by either Party to the other, 
of costs made pursuant to this Schedule 8.1, shall be paid wit 
of invoice by either Party regarding the determination thereof 

A P  
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(e) During any period when Buyer's belt scales are inoperable, determination of the quantities 
of Coal delivered shall be niade (i) by reference to Seller's weights if available or (ii) if Seller's weights 
are not available, by a procedure lo be established at such time by agreement or' Buyer and Seller. 

cted hereunder, Seller and Buyer shall show evidence of a bias lest conducted 
am. Such testing shall be completed in accord with American Society for 

Testing and Materials ("ASTM") 0-6518 as most recently revised or using procedures as mutually 
agreed. Mechanical samplers shall be maintained to the conditions established at tlte time of the bias 
test and critically inspected in accord with ASTM D4702 as most recently revised. 
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CBWBRATE GUkWJTY 

TO: OHIO POWER COwrPAwy its successors and assigns, and any of its subsidiaries ("OPC"). 

I 
("GlJARANTY") IS A GUARAXTY OF PAYMENT AND NOT OF COLLECTION. 
ki0tJLD ANY'PEZESEMT OR FUTURE OBLIGATIONS I N C W E D  BY DEBTORS NOT 
BE PAID WHEN DUE, OPC MAY PROCEED AGMNST THE GUARANTOR FOR SUCH 
OBIJIGATIONS AT ANY TNE,  WITHO'CJT NOTICE PLND WIITBO'LJT ANY PR0CEEDLNG 
OR ACTION AGAINST DEBTORS, AND GUAIWNTOR EmEY WANES 
DEMAND FOR PAYMENT. This Guaranty is a primary obl iga~on of Guarantor and shdl be 
conshied as an unconditional, absolute and continuing guaranty, irrespective of the validity os 
enforceabitity of the underlyhg agreements between QPC and Debtors or any other guaranteed 
amount, the absence of any action to enforce the same or any circumstances which might 
otherwise constitute a legal or eq&able discharge or defense of a guarantor. 

Guarantor hereby waives notice of acceptance of ellis G~iaranty, of the creation or existence of 
any of the guaranteed Obligations and of any action by OPC in reliance hereon or in connection 
herewith; notice of the transactions between OPC and Debtors, notice of the execution and 
delivery, amendment, extension or renewal o f  any present or future iushrunent pertaining to 
Obligations, diligence, presentment, demand for payment, protest, notice of default by Debtors, 
and m y  other notice not expressly required by this Guaranty, Guarantor further consents, 
without M i e r  notice, to any extension or extensions of the tinie or times of payment of said 
Obligations, or any portion thereof, and to any chmge iu fonn or amount, or renewal at any t h e ,  
of such Obligations, or any portion thereof. 

This Guaranty shall remain in fit11 h i c e  and effect with respect to the Obligations until finally 
a d  irrevocably paid in full. No termination of ih is Guaranty shdl affect any Obligations 
outstandi~g or contracted or committed for at the lime of termhatian, and this Guaranty shall 
remain in fill force and eEect with respect lo such Obligations mtil finally and irrevocably paid in 
iW. In the evait lhat any payment to OPC in respect of the Obligations is rescinded or must 
otherwise be returned for any reason whatsoever, Guarantor shall remain liable liereunder in respect 
of such Obligations as if such payment had not been made. Guarantor reselves the right to assert 
defenses that Debtors may have to payment o f  any Obligation otha than defenses arising E-orn 
the banlcruptcy or insolvency of Debtors or similar proceedings affecting Debtors and other 
defenses expressly waived hereby. 
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Guarantor's obligations hereunder with respect to the Obligations shall not he affected by the 
existence, validity, enforceability, perfection or extent of any collateral for such Obligations 
covered hereunder, nor by any extension, or the acceptance of m y  sun1 or sums on account of 
Debtors, or of any note or draft of Debtors and/or any third Iryrty, or security born Debtors. OPC 
s l d l  not be obligated to file any claim ielating to the Obligations owing to it in the event that 
Debtors becomes subject to banlmptcy, insolvency, reorganization, Liquidation, dissolution, OF 

similar proceedings affecting Debtors (whether voluntary or involuntary), and the failure of Ql?C to 
so fie shall not affect Guarantor's obligations hereunder. 

Should any present or future Obligations incurred by Debtors not be paid when due or at the time 
to which the same may be extended, OPC may proceed against Guarantor for such Obligations at 
any time, without notice and without any proceeding or action against Debtors. Guarantor agrees 
that OPC may resort to Guarantor for payment of any of the Obligations, whether or not OPC 
shall have resorted to any collateral security, or shall have proceeded against any other debtor 
principally or secondarily obligated with respect to any of the Obligations or any other guarantor 
thereof. 

Guarantor shall not exercise any rights which it niay have or acquire by way of subrogation until 
all of the Obligations are paid in hkl to OPC. If any arnoiicts are paid to Guarantor in violation 
of the foregoing Iimitation, then such mounts  shall be held in trust for the benefit of OPC and 
shall forthwith he paid to OPC by Guarantor to reduce the amount of outstanding Obligations, 
whetlier matured or unmatured. Subject to the foregoing, tipon payment of all ofthe Obligations 
to OPC, Cruamtor shall be subrogated to the rights of QPC against Debtors, and OPC agrees to 
take at Guarmtor's expense such actions as  Guarantor may rcmonably require to implement such 
subrogation. 

The obligations of Guarantor hereunder shall not be affecfed by (a) any lack 01 validity or 
enforceability of or defect or deficiency in any agreement or m y  other documents executed in 
connection with any agreement; 6)  any modification, extension or waiver of any of the terms of 
any agreement; (c) any chmge in the time, m m e r ,  teinis or place of payment of or in any other 
term of, all or any of the Obligations, or any other amendment or waiver of or aily consent to 
departure from any agreement 01. any other agreement or instrument executed in connection 
therewith; (d) any sale, exchange, release or non-perfection of any property standing as secuiitg, 
for the liabilities hereby guaranteed or my liabilities hcurrerl directly or indirectly heremider or 
any setoff against any of said liabilities, or any release or amendment or waiver of or consent to 
departure fi-om this Guaranty or any other guaranty, for all or any of the Obligations; (e) except as 
to applicable statutes of limitation, failure, omission, delay, waiver or rehsal by OPC to exercise, 
in whole or in part, any right or remedy held by QPC with respect to any Agreement or any 
transaction under any Agreement; (Q my change in the existence, stmctue or ownership of 
Guarantor or aay Debtors, or any insolvency, baiimptcy, reorganization or other similar 
proceeding affecting any Debtors Oi its assets. 

This Guaranty shall not be affected by any change in the entity status or business structure o f  
Debtors. If Debtors' assets or a major portion thereof axe transferred to any other p;trty or parties 
otherwise than by operation of law, and if OPC enters into any transaction whereby such 
transferee or transferees become indebted to OPC, this Guaranty, subject to all the other terms 

2 
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hereof, shall apply to any Obligations or bdance of Obligatioiis of such other transferee or 
transferees to OPC. 

This Guamnty shall inure to and be binding upon the parties, their representatives, sIsccessors and 
assigns, provided that Guarantor may not assign or o.lhenvii;e transfer any of its obligations under 
this G u m l y ,  wlie&er by operation of law or othemrrise, without the prior written consent of 
OFC, which consent may be arbitrarily withheld. OPC may assign this Guaranty in its sole 
discretion. 

Guarantor represents and vrrrerrants that, at the time of execution and delivery of the G m t y ,  
nothing (whether financial condi~on os any otlia condition or situation) exists eo impair in any way 
the obligations and liabilities of Guarantor to OFC under this Guaranty. Guarantor fUrther 
represents and wanants to OPC that: (a) it is a corporation duly organized, validly existing and 
in good standing in its juisdiction of incorporation, with full power and authority to make and 
deliver this Guaranty; (b) that the execution, delivery and performance of this Gearaniy by 
Guarantor have been duly authorized by a11 requisite corporate action of Guarantor, and does not 
and will not violate provisions of any applicable law or Guarantor's certificate of incorporation or 
bylaws; and (c) that the person signing LIS  Guaranty on Guarantor's behalf has been properly 
authorized by corporate action to do so. 

This Guaranty constitutes the entire agreement among the parties and supersedes and cancels m y  
prior agreements, undertakings, declarations and representations, whether written or oral, 
regarding the subject matter of tlus Guaranty. E any provision of this Guaranty is fourid by a 
court of competent jurisdiction to be void, illegal or otherwise wienforceable in that jwisdiction, 
such provision, to the extent of its invalidity, shall be severed from this Guaranty and be 
ineffective in that jurisdiction; provided, however, that such finding slid1 not affect the validity, 
legality or enforceability of such provision in any other jurisdiction or the validity, legality or 
enforceability of any other provision of this Guaranty, 

The rights and duties of the Guarantor, Debtors and QPC under this Guaranty shall be construed 
a id  enforced in accoidmce with, a id  governed by the laws of, h e  State of Ohio. 

3 
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OF, the Guarantor has duly executed this Guitranty on this 

\ \ 
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Arnorican Eloctric Pnvw 
155W. Matiunviido Blvd 
Suito 500 
C o h b u s .  O H  13215 
AEPcom 

April 29, 2008 

Re: Coal Purchase and wer 
Company ("Buyer") 'Seller") 

Amendment No. 2008-1 

Gentlemen: 

Reference is made to the above-captioned Coal Purchase and Sale Agreement, as amended, (the "Agreement") 
under which Seller is supplying coal to Buyer. 

Buyer and Seller hereby agree to amend the Agreement effective as follows: 

replaced with the following in lieu thereof: 

Yeas -- 

2) Buyer and Seller hereby agree to amend Article V, Section 5.1 as follows: 

klotwithstanding anything else in the Agreement, the first table in Artlcle V, Section 5.1 Cantract Price 
shall be deleted in its entirety and replaced with the following: 
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3) The following Specification A table in Schedule 3.1-A shall be deleted and replaced with the following in 
lieu thereof: 

SQae6bffCilek42 A: 

Weighted Average “As Received Basis 
Conlracled _I Sosoension 
Half Month (A) Half Month (A) Applicable Lot ( B ) a  

CQlOnfiC Value (Etu/ib) min 
Moisture (%) max 
Ash (%) rnax 
Volatlle Matter (%) mln 
Hardgrove Grindability mln 
Lbs S021NiM Btu max (C) 
Lbs S O m M  Btu max (C) 

(Powhatan Mine only) 
Ash Fusion (H=%W) 

OF Red Alm rnln 

4) The table in Schedule 3.1-A, Definition (E) shall be deleted in its entirety and replaced with the following. 

Weighted Average “As Received“ Basis 
Contracted ttalf-Year 



Amendment 2008-2 
Page 3 

5) Schedule 3.1-8 shall be deleted in its entirety, and the attached Schedule 3.1-8. Revised February 7, 
2003 shall be inserted in lieu thereof. 

The execution of this Amendment and receipt of paymenls hereunder are not an indication that Buyer and Seller 
accept such amounts for the Miner Act as final setBemcnt of the price adjustments originally requested in Seller’s 
letter dated February 2, 2007. Upon final resolution of all Issues, further revisions to these price adjustments 
may be made. 
Except as amended herein, all other provisions of the Agreement shall remain in full force and effect. If you are 
in agreement with the foregoing, kindly indicate your acceptance thereof by signing the enclosed duplicate of this 
letter in the space provided and by returning it to this office. 

AMERICAN ELECTRIC POWER 
SERVICE CORPORATION, on behalf of 
Ohio Power Company 
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The Approved Production Source(s) to which reference is made to in this Agreement consist of the 
following: 
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June 3,201 1 

Re: Coal Purchase and 
Company ("Buyei') 
"Seller') 

Amendment No. 2021-2 

Gentlemen: 

Reference is made to the above-captioned Coal Purchase and Sale Agreement, as amended, (the "Agreement") under 
which Seller is supplying coal io Buyer. 

Effective June 3, 201 1, Buyer and Seller hereby agree to ahend the Agreement as follows: 

1) The first table in Article V, Section 5.1 shall be deleted and replaced with the following in lieu thereof: 
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Amendment 20 
Page 3 

2) The definition for (E) in Schedule 3.14, Quality Specifications, shall be deleted in its entirety and replaced 
with the following. 

(E) = The SOz Specification shall be as follows: 

Weighted Averago ''A9 Received" Bask 

Contracted Half-Year 
SO7 Specification 
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Agreement No 
Amendment 201 1-2 
Page 4 

Except as amended herein, all other provisions of the Agreement shall remain in fuil force and effect. if you are 
in agreement with the foregoing, kindly indicate your acceptance thereof by signing the enclosed duplicate of this 
letter in the spxe  provided and by returning it to this office. 
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November 28,201'1 

Re: Coal Purchase and Sale Agreement No. 07-77-05-900 dated January 6, 2006 between Ohio Power 
Company ("Buyer") (collectively 
"Seller") 

Amendment No. 201 1 4  

Gentlemen: 

Reference is made to the abovecaptioned Coal Purchase and Sale Agreement, as amended, (the "Agreement") 
under which Seller is supplying coal to Buyer. 

Reference is also made to Seller's letter dat 

Therefore, effective July 1,2011, Buyer and Seller hereby agree to amend the Agreement as follows: 

1) The first table in Article V. Section 5.1 shall be deleted and replaced with the following in lieu thereof: 



I<PSC Case No 2012-00578 
Coiniiiissioii Staifs Second Set of Data Requests 

Order Dated Mai-cli 8, 2012 
ltern No. 29 

Attachment 4 
Page 65 of 82 

REDACTED 

Agreement No 
Amendment 201 1-4 
Page 2 



KPSC Case No 20 12-00578 
Commission Staff's Second Set of Data Requests 

Order Dated March 8, 2012 
Item No. 29 

Attachment 4 
Page 66 of 82 

REDACTED 

Agreement No 
Amendment 201 1-4 
Page 3 

Except as amended herein, all other provisions of the Agreement shall remain in full force and effect. If you are 
in agreement with the foregoing, ltindly indicate your acceptance thereof by signing the enclosed duplicate of this 
M e r  in the space provided and by returning it to this office. 

Very truly yours, 
,.=-+-. ". 
LL&\&&J( -j:.~>..*.fi 

w S. M. DeBord 
Vice President Fuel Procurement 
On behalf of American Electric Power 
Service Corporation, as agent for 
Ohio Power Company 
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December 29,2011 

Re. Coal Purchase and 
Company ("Buyet') 
"Sellei') 

Amendment No. 201 1-5 

Gentlemen: 

Reference is made to the above-captioned Coal Purchase and Sale Agreement, as amended, (the 
"Agreement") under which Seller is supplying coal to Buyer. 

Effective December 29, 201 1,  Buyer and Seller hereby agree to amend the Agreement as follows: 

1) In the DEFINITIONS section, insert the following new Definitions in the appropriate alphabetical order: 

2) In the DEFINITIONS section, amend the Definitions identified below as follows: 

(a) The definition of "Affiliate" shall delete the reference to Columbus Southern Power Company. 

(c) The Definition of "Contract Price" shall be revised to reflect that the price to be paid by Buyer lo Seller 
for (he purchase of Coal shall be "applied on an as-received basis". 

3) The first table in Article I I ,  Obliqations and Deliveries, Section 2.1. Contract QoanUfE is hereby deleted in its 
entirety and the following is substituted in lieu thereof: 



'able 2.1.1 

Contract Year 
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4) The 
Sell 

last paragraph in Article I I ,  Obliqations and Deliveries, Saction 2.4, Dolivery shall bs amended to 
er the riqht. with Buyer's prior written approval, such approval not to be unreasonably withhe 

grant 
!Id, to 

substitute Coal from another mine owned by Seller "or Its affillales." 

6) The second paragraph or' Article V, Contract Price, Section 5. I .  Contract Price shall be amended to insert 
the term "Segment Pricing Period" in lieu of the term "Pricing Period." 

2 
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7) The first table in Article V, Contract Price, Section 5. ?. Contract Price shall be identified as Table 5.1 .I. 'The 
second table in Article V, Contract Price, Section 5.7. Contract Price, shall be deleted and replaced with the 
Following in lieu thereof: 

Neqotiaiion 
___ Period Seqment Pncino Periods 

8) Article V, Contract Price, Secfion 5.2. Contract Price and Annual Tonnaue Determinafion, shall be deleted 
and replaced with the following in lieu thereof: 

3 
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(b) Contract Price and Contract Year Tonnaue. Upon the passing of the limeframe for all Negotiation 
Periods for the Segments of a Contract Year, the Contract Price and the Contract Year tonnage requirement 
shall be determined as follows: 

(i) If the Parties agree on Segment Pricing for each of the Segments in a Contract Year within the 
applicable Negotiation Periods, then the Segment Prices for each of the Segments of a Contract Year shall be 
weight averaged based on the applicable Segment Tons and Segment Price for each Segment to determine the 
Contract Price for such Contract Year and the annual Contract Quantity Tons for such Contract Year shall remain 



KPSC Case No 201 2-00578 
Commission Staffs Second Set of Data Requests 

Order Dated March 8, 2012 
Item No. 29 

Attachment 4 
Page 71 of 82 

REDACTED 

Agreement No 
Amendment 201 1-5 
Page 5 

5 



IKPSC Case [No 20 12-00578 
Commission Staffs Second Set of Data Requests 

Orciei- Dated March 8, 2012 
ltein No 29 

Attachiiient 4 
Page 72 of 82 

REDACTED 

Agreement No 
Amendment 2011-5 
Page 6 



KPSC Case No 20 12-00578 
Commission Staffs Second Set of Data Requests 

Order Dated March 8, 2012 
Item No. 29 

Attachment 4 
Page 73 of 82 

REDACTED 

Agreement No 
Amendment 201 4-5 
Page 7 

9) Article V, Contract Price, Section 5.3. Leaislation, shall be deleted and replaced with the following in lieu 
thereof: 

Section 5.3 Leoislatioion. In the event of the enactment, modification, or revision, to include a change in 
the interpretation or enforcement, of any federal, state, or local legislation, regulations, rules, or mandates issued 
pursuant thereta, including but not limited to the Federal Mine Safety & Health Act of '1977 and the Surface 
Mining Control and Reclamation Act of 4977, (a "Change in Lab$) on or after December 'I, 201 1, with respect to, 
by way of example, but not liniited to, taxes; reclamation; conservation; mine safely; mine working conditions and 
practices; ventilation; health and health care; occupational hazards; reclamation, and conservation of mined 
areas; arid whicli increases or decreases Seller's cost ta mine coal from th 
this Agreement, an appropriate adjustment will be made to the Contract 
provided that such adjustment shall only apply to the Contract Price for those Tons to be delivered after the 
Change in Law and for which a Contract Price is established in the first paragraph of Section 5.1 of this 
Agreement. Additionally, such change in cost shall be determined by the difference in the new cost and the cost 
in effecton December ' I ,  2011. 

In the event of a Change in Law (i) aAer the determination of any Segment Pricing andlor (ii) after 
determination of the Contract Price for a Contract Year pursuant to Section 52(b) of this Agreement, an 
appropriate adjustment will be made to either the Segment Pricing andlor the Contract Price, as applicable, to 
reflect such changed cost. Additionally, such change in cost shall be determined by the difference in the new 

10) Article XI, Audit fb), shall he deleted and replaced with the following in lieu thereof: 

(b) Any examination of documentation providing the basis for any offer pursuant to Section 5.2(c)(ii) or 
proposal pursuant to Section 5.2(c)(iii) shall be performed by an independent third party mutually agreed upon by 
Buyer and Seller who shall verify the calculations of Buyer's offer or Seller's proposal as provided in Section 
5.2(c). 

Buyer and Seller will provide access, at its own cost and expense and in a commercially reasonable 
manner, to its records (and with respect to audits of records relating to Section 5.2(c) to the independent third 
party) during normal working hours to the extent reasonably necessary to verify whether Buyer and Seller have 
complied with their obligations. Buyer and Seller will cooperate, at their own cost and expense and using 
Commercially Reasonable Efforts, with all reasonable requests for additional information, summaries, reports, 
interviews of employees and other information reasonably necessary 

Buyer and Seller will use Commercially Reasonable Efforts to include provisions in their bids and 
requests for proposals that will permit the independent third party hired by the Party soliciting such bids or 
requesting such proposals the ability to review and analyze their records in sufficient detail to verify whether 
Buyer and Seller has complied with their obligations under Section 5.2(c). To the extent that Buyer or Seller is 
restricted by an obligatlon of confidentiality to a third party from fully disclosing its records related to the matter at 
issue, Buyer and Seller will disclose such portions of its records or summaries thereof as may be disclosed 
without violating the applicable restrictians and will use Commercially Reasonable Efforts to obtain access to 
those records reasonably necessary for the independent third party for purposes of performing the examination 
set forth above. 

Upon completion of its examination pursuant to Section 5 2(c), the independent third party will report in 
writing to both Parties the accuracy of Buyer's offers and Seller's proposals. The findings of the independent 
third party shall be final and binding between the Parties and shall not be subject to further challenge by the 
Parties. 

The independent third party shall determine Buyer's and Seller's compliance with its obligations under 
Section 5 2(c), and the corresponding price@), volume(s) and term(s) following such procedures, consistent with 
the provisions of this Section, as it deems appropriate to the circumstances. The Parties do not intend to impose 

7 
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any particular procedures upon the independent third party other than those set forth in this Section, it being the 
desire of h e  Parties that the examination be conducted as expeditiously and objectively as reasonably 
practicable. The independent third parly shall have no liability to the Parties in connection with such services, 
and the Parties shall provide such indemnities against liability Po the independent third party as it shall reasonably 
request, except liability for acts of bad faith, willFul misconduct or negligence. The fees and disbursements of the 
independent third party attributable to such services shall be paid by Seller for its examination of Buyer's records, 
and Buyer shall be reimbursed for the fees and disbursements of such independent third party's examination of 
the records of Buyer's offers. The fees and disbursements of the independent third party attributable to such 
services shall be paid by Buyer for its examination of Seller's records, and Seller shall be reimbursed for the fees 
and disbursements of such independent third party's examination of the records of Seller's proposals. However, 
that if the independent third party determines that Buyer or Seller has engaged in grossly negligent or willful 
misconduct regarding its actions relative to its obligations under Section 5.2(c), then the cost of the independent 
third party shall be paid solely by Buyer or Seller, as the case may be. 

12) Schedule 5.2(b)(ii) shall now be known 2s Schedule 5.2(c)(ii), and all references in the Agreement to 
"Schedule 5.2(b)(ii)" shall be deleted and replaced with "Schedule 52(c)(ii)".. 

13) Add a new Schedule 5 2(a), which is attached hereto. 

Except as amended herein, all other provisions of the Agreement shall remain in Full force and effect. If you are 
in agreement with the foregoing, kindly indicate your acceptance thereof by signing the enclosed duplicate of this 
lefler in the space provided and by returning it to this office. 

Very truly yours, 

"+\ 'It ,?>.4 
S. M DeBord $.& cI.u 
Vice President Fuel Procurement ' 
On behalf of American Electric Poweifq@ 
Service Corporation, as agent for 
Ohio Power Company 
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Januaiy 0,2012 

Re: Co21 Purchase and r 
Company (“EuyaP) 
‘Seller‘) 

Amendment No. 2012-1 

Eenllemen: 

Reference Is made to t h ~  above-captioned Coal Purchase and Sale Agreement, as amended, (fha 
“Rgrseinerf) under which Seller is supplying coal to Buyer. 

ETktive January 6,2Q12, Buyer and Seller agree lo amend the Agreement as folloks: 

1) Article I f ,  Obliaatipns end Delivarie.., Secfion 2. I .  Gonhct  Q U Q ~ I H J ~ ,  is hemby deleted in it0 entirety and 
tlie following is substituted in lieu tilereof: 

Sadon 2.1. Contract Quanfik. During the Delivery Period, and subJ,jad to Arlicle V herein, Seller 
agrees lo sell and deliver to the Buyer and Buyer ag- b purchase and accept from Sailer, at the 
Designated Delivery Point mho quantity of Coal set forth herein and any additional quantity of Coal to be 
delivered during the applicable Conbad Year pursuant (0 Section 2.5(e) and Article XII (the “Conirad 
Quantity“). 
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Unless otilerwise mutually agreed upon by tho Pariies, such tonnage shsii be defiveRd on m 
approdmately rabble basis during each month of each Contract Year. 

E;,cepIa6 amended herein, 811 other provisions OF the Agreement shell remain in full form end e&ct if 
you E;re in agreement wikh the foragdng, kindly Indiffila your acceptance lhareof by signing e h ~  enclosed 
duplbte of this Ic-ftei' in tho 3 p Z E  provldd asld r&Um It lo Oh18 OfficS. 

Verv (ruhr voiiTs. Agreed and Amptad by: . _ .  

ck+.l&,-&[l,FL. 
Stephen MI. DeBorcl 
\diw President, Fuel Procurement 
On behalf of American EIecMc Pow 
Service Corporation, as agent For 
QRlo Power Compmy 

Acceptance DSb: 3 2% ! 2 
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June 20,2012 

Re. Coal Purchase and een Ohio Power 
Company ('Buyer") (colleclivEly, the 
"Seller") 

Amendment l\10.2012-2 

Gentlemen: 

ReFerence is made to the abovecaptioned Coal Purchase and Sale Agreement, as amended, (the "Agreement") under 
which Seller is supplying coal to Buyer 

Effectivs June 20, 2012, Buyer and Seller hereby agree to amend the Agreement as Follows: 

'I) Table 5.1 .I in Article V, Section 5.1 shall be deleted and replaced with the follawing in lieu thereof: 
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2) The definition for (E) in Schedule 3.1-A, Quality Specifications, shall b e  deleted in its entirety and replaced 
witti the following: 

(E) =The SO2 Specification shall be as follows: 

Weighted Average “As Received” Basis 

Contracted HaltYear 
SO7 Soecification 



. -  

en Y 

Rel‘er to Kentucky Power’s respoiise to the Attorney General’s Iiiitial Requests Io1 

Information, Item IO, wliicli states, “The Pool Agreeiiieiit does not speci Gcall y addl ess 
the treatiiieiit of demand side iiiaiiageiiieiit (“DSM”).” Provide tlie following. 

a. How iiiaiiy of the five AEP Pool members liave active DSM programs; and 

13. Wlieii each of tlie five members of the AEP Pool first initiated DSM prograius 

a. All of tlie current fobur AEP Pool iiieiiibers liave active DSM programs. 

b. The Coiiipaiiy could iiot deteriiiiiie specifically wlieii DSM programs begaii iti each 01 
the AEP Pool members, but was able lo deteriiiiiie approximate years when DSM 
prograiiis were active. 

For Appalacliiaii Power Coiiipaiiy, DSM programs were active lroiii approximately 
1993 to 1996. DSM programs again became active in 2-01 0. 

For Iiidiaiia Michigaii Power Company, DSM programs were active l‘roiii 
approxiiiiately 1993 to 1996. DSM prograiiis agaiii became active in 201 0. 

For Keiituclcy Power Coiiipaiiy, DSM programs liave been active from approsi matel5/ 
1993 to present. 

For Ohio Power Coiiipaiiy, DSM programs were active from approximately 1 993 to 
tlie late 1990s. DSM prograiiis again became active in 2009. 

TNESS: Gregory G Pauley 



Releer to the response to I<eiilucky Iiidustrial Utility Consumers First Set ol Data 
Requests (“KIUC’s First Set”), Item 18, Attacluiieiit 1, page 1, wliich slates, “The othei 
East operatiiig coiiipaiiies, Appalacliiaii Power (“APCo”), Indiana Micliigan Po\\/ei 
(“I&M”), aiid Keiitucky Power (“I<PCo”) are not governed by the election matle by 
OPCo for PY 15/16.” State whether the other AEP East operating companies will be 
considered suiiiiiier peaking companies or winter pealtiiig companies lor PJM planning 
purposes . 

For plaiiiiiiig purposes, the entire PJM zone, including the AEP East ol”ating 
companies, is forecasted based 011 smiiiier peaks. 

WITNESS: Rank I<. Wolxiiias 



Refer to Kentucky Power’s response to I<ITJC’s First Sei, Item 31 and lile BS I Gas 
Conversion STRAT INPUT DATA2.xls. The data provided in lhe file goes through 2030 
or 2036. Explain why the data is not provided tluough the year 2040. 

The BS 1 Gas Coiiversioll is assumed to have a 15-year life aiid retire in 2,030. Data 
beyoiicl that date is uiuiecessary. 

W ~ ~ ~ ~ ~ $ :  Scott C Weaver 



R e k  to Keiitucky Power‘s response to Sierra Club’s Iiiitial Request for Iiifoi iiiatioii 
(“Siciia Club’s Iiiitial Request”), Item 6. Provide tlie East Intercliange Power Stateillelit 
and Relalecl Data Actual, page 3, for the inoiitli prior to tlie Waterford Gcnerating 
Statioii’s being placed into service by the AEP affiliate, Ohio Power Coiiipaiiy, aloiig 
with a calculation of tlie deficit percentage for each deficit member of tlie Pool ai [hat 
lime 

Please see KPSC 2-33 Attaclmieiit 1 for details 011 tlie August 2.005 East Iiilei cliaiige 
Power Statement and related actual data 011 page 3 for tlie month piior to the Wateriorcl 
Geiieratiiig Statioii being placed iiito service by the AEP affiliate, Ohio Power Coiiipaiiy, 
aloiig with the calculatioii o€ tlie deficit perceiitage for each deficit member ol: the AEP 
East Operatiiig Coinpaiiies Pool. 

WITNESS: Raiiie IC Woludias 
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CALCULATION OF MEMBER PRIMARY CAPACITY 
SURPLUS/(DEFIm) kW AND $ SETTLEMENT 

MEMBER PRIMARY CURRENT 
PRIMARY MEMBER CAPACXW kW SVRPLUS MONTHLY 

CAPACLTY ItW LOAD RATIO RESERVATION (DEFICIT) (DEFICIT) 
CAPACITY kW PERCENTAGE __ MEMBER (APPENDIX 11) (APPENDIX I) (SYS. ItW) * (2) 

(1) (2) (3 1 (4) = (1) - (3) 

APCO 
KPLO 
I&M 
OPCO 
CSP 
TOTAL 

5,899,000 0.31548 7,301,500 (1,402,500) -6 06% 
1,450,000 0 07508 1,737,600 (287,600) -1 24% 
5,100,000 0 18278 4,230,300 869,700 
8,100,000 0 24374 5,641,100 2,458,900 
2,595,000 0.18292 

23,144,000 1.00000 
4,233,500 

23,144,000 
(1,638,500) -7 08% 

MEMBER CAPACIN $ SETTLEMENT 

SURPLUS CAPACITY CREDIT 
(DEFICIT) RATE (CHARGE) ith 

MEMBER CAPACITY kW $/kW * $ 
(1) (2) ( 3 )  

APCO 
KPCO 
I&M 
OPCO 
CSP 

(1,402,500) %**** + ***** (12,504,493) 
(287,600) ***** + ***** (2,564,201) 
869,700 9.40 + 3.01 10.792.977 

2,458,900 5.32 + 2 36 18,884,352 
(1,638,500) ***** 4. ***** (14,608,635) 

EQUALIZATION CAPACITY RATE: 8.9158592201 
(This is the average $/kW rate paid by deficit members.) 

NOTES: 
* The sum of the Member's Primary Capacity Investment Rate (Appendix 111) and the Member's Capacity Fixed 

Operating Rate (Appendix I V  & V) applicable to Members having a Member Primary Capacity Surplus. 

** Credits shauld be recoreded in Account 447, Soles f o r  Resale. 
Charges should be recorded in Account 555, Purchased Power. 



en Y 

Refer to Kentucky Power’s respoiise to Sierra Club’s Initial Request, Iteiii 7. Provide the 
East Iiiterchaiige Power Stateiiieiit aiid Related Data Actual, page 3, for the iiioiith prior 
to the Lawreiiceburg Plaiit’s being placed into service by the AEP affiliate, iiidiaiia 
Michigan Power Company, along wit11 a calciilatioii of the deficit perceiitage lor each 
delicit iiieiiiber or the AEP Pool at that time. 

The Lawreiiceburg Plaiit is owiied by AEP Generating Coiiipiy,  which sells the eiiei gy 
aiicl capacity to AEP affiliate Ohio Power Company via a power purcliase agieeiiieiit 
Please see KPSC 2-34 Attaclmieiit 1 for details on tlie April 2007 East Iiiterchaiige Powei 
Statement aiid related actual data on page 3 for the iiioilth prior to the Lawleiiceburg 
Plaiit being placed into service, along with the calculatioii of tlie deficit percentage 101 
each deficit iiieiiiber of llie AEP East Operating Coiiipaiiies Pool. 



ACTUAL: April 2007 

CALCULATION OF MEMBER PRIMARY CAPACITY 

SURPLUS/(DEFICIT) kW AND $ S R T L E M E N T  

MEMBER 

APCO 
KPCO 
I&M 
OPCO 
CSP 
TOTAL 

MEMBER 

APCO 
KPCO 
I & M  
OPCO 
CSP 

MEMBER PRIMARY 

PRIMARY MEMBER CAPACITY kW 
CAPACITY kW LOAD R A T I O  RESERVATION 

(APPENDIX IT.) (APPENDIX I) (SYS. kW) *- (2) - 
(1) (2) (3) 

KPSC Case No. 20 12-00578 
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6,252,000 0.33144 8,216,400 
1,450,000 0.07488 1,856,300 
5,115,000 0.19258 4,774,100 

3,493,000 0.18326 4,543,000 
24,790,000 1.00000 24,790,000 

8,480,000 0.21784 5,400,200 

MEMBER CAPACITY $ SETTLEMENT 

SURPLUS CAPACITY 

(DEFICIT) RATE 

CAPACITY I<W $/kW * 
(1) (2) 

***** e**** 

***** **e** 

+ (1,964,400) 
(406,300) 
340,900 10.03 t 4.37 

3,079,800 5.79 c 2.61 
(1,050,000) ****A ***** + 

PAGE (3) 

CURRENT 

SURPLUS MONTHLY 

(DEFICIT) (DEFICIT) 

CAPACITY kW PERCENTAGE 

(4) (1) - (3) 

(1,964,400) -7.92% 
(406,300) -1.64% 
340,900 

3,079,800 
(1,050,000) -4.24% 

CREDIT 

(CHARGE) ** 
$ 
(3) 

(17,675,569) 
(3,655,866) 
4,908,960 

25,870,320 
(9,447,845) 

E Q U A L I Z A T I O N  CAPACrrY RATE: 8.9979477885 
(This is the average $/kW rate paid by deficit members.) 

N O T E S  : 
* The sum of  the Member's Primary Capacity Investment Rate (Appendix 111) and the Member's Capacity Fixed 

Operating Rate (Appendix I V  & V) applicable to  Members having a Member Primary Capacity Surplus. 

** Credits should be recoreded in Account 447, Sales fo r  Resale. 
Charges should be recorded in Account 555, Purchased Power. 



en er  

Provide the East Intercliaiige Power Statement aiid Related Data Actual, page 3, [or the 
iiiontli prior to the Dresden plant’s beiiig placed into service as ai1 AEP Generating 
lacility, along with a calculation of tlie deficit perceiitage for each deficit iiieiiibei 01 the 
Pool at that time. 

Please see IVSC 2-35 Attaclniient 1 for details on tlie December 201 1 East Interchange 
Power Stateiiieiit aiid related actual data 011 page 3 for the montli prior to the Dresdeii 
Plant beiiig placed into service by Appalachian Power Company, along with the 
calculation of the deficit percentage for each deficit iiiember of  the AEP East Operating 
Compaiiies Pool. 

NESS: R a n k  I<. Woludias 



ACTUAL: December 2011 

CALCULATION OF MEMBER PRXMARY CAPACITY 

SURPLUS/(DEFICITI kW AND $ SETTLEMENT 
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MEMBER 

PRIMARY MEMBER 

CAPACITY kW LOAD R A T I O  

(APPENDIX 11) (APPENDIX I) - MEMBER 

(1) (2) 

PRIMARY 

CAPACITY kW 
RESERVATION 

(SYS. kW) * (2) 

(3)- 

CURRENT 

SURPLUS MONTHLY 

(DEFICIT) (DEFICIT) 

CAPACXTY kW PERCENTAGE 

(4) = (1) - (3) 

APCO 
KPCO 
T&M 
OPCO 
CSP 
TOTAL 

6,377,000 0.31181 8,157,300 (1,780,300) -6.81% 
1,471,000 0.06598 1,72 6,000 (255,000) -0.97% 

5,428,000 0.19998 5,231,700 196,300 
8,028.000 0.22920 5,996,100 2,03 1,900 
4,857,000 0.19303 5,049,900 (i92,goa) -0.74% 
26,161,000 1.00000 26,i6i,ooa 

MEMBER CAPACITY $ SETTLEMENT 

SURPLUS CAPACITY CREDIT 

(DEFICIT) RATE (CHARGE) '"' 
MEMBER CAPACITY kW $/kW * 4, 

(1) (2) (3) 

APCO 
KPCO 
T&M 
OPCO 
CSP 

***** ***** + 
***** ***** i- 

(1,780,300) 
(z55,aoo) 
196,300 10.22 + 6.86 

2,031,900 10.8 i- 2.45 
(192,900) ***** ***** + 

(24,289,676) 
(3,464,79 1) 
3,352,804 

26,922,675 
(2,621,012) 

EQUALIZATION CAPACITY RATE: 13 "5874 
(This is the average $/kW rate paid by deficit members.) 

NOTES : 
* The sum of the Member's Primary Capacity Investment Rate (Appendix TIT) and the Member's Capacity Fixed 

Operating Rate (Appendix I V  & V) applicable to  Members having a Member Primary Capacity Surplus. 

** Credits should be recoreded in Account 447, Sales for Resale. 
Charges should be recorded in Account 555, Purchased Power. 



Relcr to ICeiitucky Power’s respoiise to Sierra Club’s Initial Request, Item 17, which 
states, “Keiitucky Power receives capacity aiid eiiergy €roiii Ohio Power based 011 the 
average cost or  all of Ohio Power‘s priinary geiieratioii resources, iiicludiiig Mitchell. As 
such, the aiiiouiits Keiitucky received specifically fiom Mitchell are not iden tillable ” 
Provide an explaiiatioii of how tlie average cost of primaiy eiiergy is calculatccl if  11ic 
Pool does not luiow how iiiuch eiieigy and at what cost from the different AEP plants is 
assigned to Kentucky Power in any giveii how o€ the year. 

The iiioiithly priiiiary eiiergy unit cost 011 a dollar per megawatt-hour (MWh) basis is 
deteriiiiiied by taking all of the appropriate cost components (i.e., bel, fix4 liandling iiiid 

variable O&M) for, Ohio Power’s primary capacity generation resources a i d  clividiiig 
them by the MWhs of these resources. ICeiilucky Power’s primary eiiergy pui chases l‘roiii 
Ohio Power are computed 011 an hourly basis €ollowiiig the iiionth, but tlie rate used is the 
mont lily rat e. 

WITNESS: Raiiie I< Wohiilias 
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On February 22, 2013, Keiitucky Power's outlook was revised fioiii stable IO negative by 
Fitcli rating5 State wlietlier this ratiiig will affect tlie cost of iiiiaiiciiig the R/litcliell 
Ti ansfer aiid Assuiiiption Transaction, aiid if so, how. Discuss aiiy actions I( cntucky 
Power is plauiiiig to improve its Fitch Rating. 

The largest risk for the Coiiipaiiy that was identified in tlie Reuteis' article \\,as high 
capital expenditures, which will be mitigated by tlie Mitchell tiaiisfer in place of Ilie Big 
Saiidy FGD project. It also identified executioii of our plaiis as iiiitigatioii IO the iisks. 
As such, the Coiiipaiiy believes the transfer of the Mitchell assets will iiegate tlie iisl<s 
identified by Fitch, aiid as ideiitified in I<PSC 2-37 Attacluiieiit 1, aiid tliere will be not be 
an iiiipact froiii this negative outlook. 

Also, please see tlie Moody's outlook, KPSC 2-37 Attacluiieiit 2. 

$NESS: Rmie IC. Woludias 

Per Reuters.coiii website, 
Ii~t~~:/l~~r\~.reiiter~.coiii/article/20 1 3/02/22idLJSWNB003AV20 1 3022.2 
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enP 

22 Feb 201 3 4: 16 PM (EST) 

Fitch Ratings-New York-22 February 2013: Fitch Ratings has affirmed the ratings of American Electric Power Company 
(AEP) and subsidiaries and revised the Outlook of AEP and Kentucky Power Company (KPCO) to Negative from Stable. 
Fitch has maintained Negative Outlook for Ohio Power Company (OPCO). All other subsidiary Outlooks remain Stable. A 
complete list of rating actions is provided at the end of this release. 

OPCO is AEP's largest subsidiary. The Negative Outlook for both entities reflects uncertainty around increased financial 
and business risks with the restructuring of OPCOs regulated 13,300MW of, mostly coal fired power output in Ohio under 
a regulatory business separation order (Corporate Separation). Approximately 2,427MW of the total 13,300MW generation 
capacity is expected to be transferred to regulated affiliates KPCO and Appalachian Power Company (APCO) with the 
remainder to be transferred to AEP's independent generation business. Separately, approximately 1,900MW of generation 
capacity will be retired. 

Following the corporate separation, regulatory orders provide cash flow certainty from these plants under the transitional 
arrangements until mid-2015. Beyond that date, these facilities must operate as merchant power plants within the PJM 
wholesale electricity market, increasing the consolidated business risk profile of AEP. Thus, AEP will lose a stable source 
of regulated earnings and cash flows. Fitch does not expect power prices to recover before 2015, adding uncertainty to 
earnings and cash flows. Fitch will monitor management's plans to mitigate financial and business risks with increased 
investment in the federal energy regulatory commission (FERC) regulated transmission assets and potential deleveraging 
at AEP and OPCO. 

Far OPCO, the financial profile in 201 5 is uncertain especially regarding its capital structure and securitization of deferred 
regulatory costs. OPCOs historical financial profile was strong providing some leeway during the transition period and 
Fitch would expect to resolve the Negative Outlook prior to 2015 once regulatory approvals and financing orders are 
finalized. 

KPCO relied on AEP's eastern power pool to meet its electricity supply. The pool will terminate at the end of 2013 requiring 
KPCO to seek replacement power. Fitch believes that KPCO's capital expenditures are likely to increase as the company 
may replace its power supply with new generation capacity. KPCO's financing plans and requisite regulatory approvals will 
be key in resolving the Outlook. 

The Stable Outlooks at other subsidiaries reflect the stable earnings and cash flows from their primary regulated utility 
businesses. 

KEY RATING DRIVERS 

Diversified Business Profile: AEP's earnings and cash flows are predominantly derived from eight regulated electric utilities 
in 1 1 separate regulatory jurisdictions. Liquidity is good and debt maturities are manageable. Approximately 83% of 
consolidated assets will remain within regulated subsidiaries. 

Increased Business Risk Profile: In Fitch's opinion, AEPs risk profile will increase with the pending transfer of about 8,900 
MW of generating capacity from its Ohio based regulated integrated utility (Ohio Power Company, 'BBB+', Negative 
Outlook) to a higher-risk, competitive merchant generation status. As merchant plants, Fitch believes AEP will recognize 
lower profits after 201 5 as power prices are unlikely to recovery over the intermediate term. Transfer of regulated 
generating assets from OPCO will also adversely affect the river operations which currently benefit from regulatory cost 
recovery mechanisms. 

Uncertainty Over Long-Term Leverage: The corporate separation alters AEP's consolidated capital structure with debt 
retirement expected at the regulated OPCO subsidiary and new debt issued at AEP or its new IPP. Positively, the 
rnmnanv  nlans to use lower leveraae to manacle its merchant operations in Ohio. Longer term performance of these 
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assets is expected to be affected by, compliance with stricter environmental regulations, low capacity utilization, and a low 
electricity commodity price environment adversely affecting operating cash flow. Additionally, AEP may have to provide for 
margin callslcash postings against the adverse movement in its hedged electricity sales positions if AEP's generation 
business fails to obtain standalone credit facilities at reasonable costs on its own. 

Dividend Policy: The company has increased its dividend payout ratio to 60%-70% from 50%-60% and it will adversely 
affect cash flow during uncertainty and increased business risk profile. 

Large Capital Expenditure Program: Average capital expenditures are forecast to range between $3..6 billion and $3.8 
billion annually through 201 5, a level that is significantly higher than historical capital expenditure. Fitch expects capital 
expenditures to be funded with a combination of internal cash flow and debt. Negative free cash flow at the subsidiary 
levels will be financed with a mixture of cash flow from operations, debt, and equity to maintain the regulatory capital 
structures at its regulated subsidiaries. Major projects include installation of new equipment to comply with the 
environmental regulations; distribution system enhancements, and investment in new FERC regulated transmission 
networks. AEP's direct transmission capex budget is expected to total approximately $2.1 billion over the next three years. 
FERC regulated transmission project earn a current return on construction work in progress and ROES are typically above 
regulated utility ROES. Regulated earnings from future transmission investments provide some offset to the lost earnings 
from the generation asset transfer. 

Movement In Credit-Metrics: AEP's current credit metrics are consistent with Filch's 'BBB' IDR guidelines for a utility parent 
company. However, going forward, Fitch expects funds from operation (FFO) based credit metrics for consolidated 
operations to decline; Fitch expects FFO to interest ratio to be approximately 3 . 5 ~  and FFO to debt ratio to approximate 
about 15% at the end of 201 5,levels modestly below Fitch 'BBB guidelines. Fitch understands that these ratios reflect 
transitioning of its largest regulated subsidiary from an integrated utility to an electricity distribution company, but the 
Negative Outlook reflects that the credit metrics could decline on a sustainable basis once the transition is complete. 

Financial Metrics At AEP And Its Regulated Operating Subsidiaries: 

American Electric Power Company (AEP): Historical FFO based credit rnetrics were in line with its current IDR, but the 
business risk profile was low (with over 95% earnings from regulated businesses) and its coal fired generating capacity 
helped the company to be a low-cost electricity provider in the majority of its service territories. Fitch expects FFO based 
interest coverage (FFOlinterest) to decline to around 3 . 5 ~  from 4 Ox and FFO to adjusted debt ratio to decline to just under 
15% from approximately 17% in recent periods. 

Ohio Power Company (OPCO): Historical FFO to interest ratio has averaged higher than 5x and FFO to adjusted debt ratio 
was about 23%, but Fitch expects FFO to interest ratio to fall to below 4x and FFO to adjusted debt decline below 15%. 
The credit metrics have been adversely affected by customer switching under open access to lower cost electricity 
providers in Ohio. Fitch expects the customer switching will continue, albeit at a slower pace as over 50% customer were 
switched by the end of 201 2. 

Kentucky Power Company (KPCO): KPCO benefitted from AEP's eastern power pool and above average volume growth. 
Its FFO based interest cover (FFOlinterest expenses) has been around 3 . 7 ~  and FFO to adjusted debt ratio has been over 
17%. Lack of fuel diversity, additional capacity needs, and retirement of its only coal fired facility will result in unusually 
higher capital expenditure at least through 2015. Fitch expects FFO based interest coverage ratio to decline to below 3x 
and FFO to adjusted debt to fall to around 10%. The company will require rate relief to improve its credit metrics and will 
be the source of Fitch's resolution of the Negative Outlook that it has currently assigned to KPCOs IDR. 

Appalachian Power Company (APCO): APCO operates as an integrated utility in Virginia and West Virginia and benefits 
from a constructive regulatory environment and has also benefitted from AEP's eastern power pool that will be terminated 
at the end of this year. The company's historical FFO to interest ratio has been around 3 . 5 ~  and FFO to adjusted debt ratio 
around 16%. Fitch expects the company's credit metrics to remain with the guidelines for its IDR - FFO/interest around 
3 . 9 ~  and FFO/adjusted debt around 16%. Capex will likely increase as the company replaces power sourced from AEP's 
eastern power pool. 

AEP Texas Central Company (AEPTC): AEPTC, an electric distribution company in Texas. Fitch expects FFO/interest 
expenses and FFO/debt to remain at 3..5x and 16% respectively over the rating horizon. 

AEP Texas North Company (AEPTN): Like AEPTC, AEPTN benefits from a low risk profile and stable cash flow. 
FFOlinterest expenses and FFOladjusted debt, have been strong for its current IDR - 5x and over 23% respectively. Fitch 
expects FFO to interest expense ratio to remain over 4 . 5 ~  and FFO to adjusted debt to be between 18% and 19% - well 
within the current rating guidelines. 
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Indiana Michigan Power Company (IMPCO): Cash flow over the rating horizon (201 3-2015) will benefit from recently 
concluded general rate case order in Indiana providing an additional $85 million in cash flow. Historical FFO/interest 
expense has been over 4 . 2 ~  and FFO/adjusted debt ratio has been around 17%. IMPCO expects higher than normal 
capital expenditure to comply with new environmental regulations and to upgrade its nuclear plant capacity. Fitch expects 
FFO based credit measures to decline through 2015 but credit profile should remain within its current rating with 
management deferring some of its environmental capital expenditure. 

Public Service Company of Oklahoma (PSCO): Historically, PSCOs credit metrics has been strong for its credit ratings. 
With increased capital expenditure over the forecast period ending 201 5, the company's FFO to interest ratio should taper 
to around 4x from about 5x and FFO/adjusted debt ratio should be about 16% - remaining within the guidelines for PSCOs 
current IDR. 

Southwestern Electric Power Company (SWEPCO): SWEPCOs cash flow will benefit from approval of a new general rate 
case in Texas and inclusion of its new generating capacity in Louisiana's formula base rate. The historical credit metrics of 
SWPECO has been in line with its current IDR, with FFO to interest ratio exceeding 3 . 5 ~  and FFO based leverage 
(FFO/adjusted debt) remaining around 16%. Fitch expects these ratio to remain around 3 . 5 ~  and 16% respectively through 
2 ~ 1 5 .  

Strong Liquidity: AEP currently has approximately $4 2 billion of total liquidity available under their respective credit 
agreements, including $279 million of cash and cash equivalents, $1.75 billion of the consolidated revolving credit facilities 
will mature in June 2016, $1.75 billion will mature in June 2017 and the remaining $1.0 billion credit line established to fund 
OPCO maturities will expire in 201 5. The company is in compliance with the financial covenants of the bank facilities. 
Current liquidity should be sufficient to meet its short-term debt obligations - $981 million at the end of December 2012. 

Manageable Maturities: Debt maturities over next three years are manageable and include $1.792 billion in 2013, $995 
million in 2014, and $1 "405 billion in 201 5. Maturing debt will be funded through a combination of internal cash flow and 
debt. 

Bonus Depreciation for 20 13: AEP expects to generate approximately $792 million of cash in 201 3 from bonus 
depreciation deductions at its subsidiaries. The Tax Relief, Unemployment Insurance Reauthorization, and Job Creation 
Act of 201 0 provided for a special allowance for bonus depreciation in 201 1 and 2012. As part of the budget compromise, 
bonus depreciation rules allow a tax deduction of 50% in 2013, the same as 2012. 

Fitch affirms the following ratings with the Negative Outlook: 

American Electric Power Company 
--Long-term IDR at 'BBB'; 
--Senior unsecured at 'BBB'; 
--Junior subordinated 'withdrawn'; 
--Short-term IDR and commercial paper 'F2'. 

Ohio Power Company (OPCO) 
--Long-term IDR at 'BBB+'; 
--Senior unsecured and pollution control revenue bonds (PCRBs) at 'A-'; 
-- Short-term IDR at 'F2'; 

Kentucky Power Company (KPCO) 
--Long-term IDR 'BBB-'; 
--Senior unsecured at 'BBB'; 
--Short-term IDR 'withdrawn'. 

Fitch has affirmed the following ratings with a Stable Outlook: 

AEP Texas Central Company (AEPTC) 
--Long-term IDR at 'BBB+'; 
--Senior unsecured and PCRBs at 'A-'; 
--Short-term IDR 'F2' 

AEP Texas North Company (AEPTN) 
--Long-term IDR at 'BBB+'; 
--Senior unsecured at 'A-'; 
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Appalachian Power Company (APCO) 
--Long-term IDR at 'BBB-'; 
--Senior unsecured and PCRBs at 'BBB'; 
--Short-term IDR 'withdrawn'. 

Indiana Michigan Power Company (IMPC) 
--Long-term IDR at 'BBB-'; 
--Senior unsecured and PCRBs at 'BBB'; 
--Short-term IDR 'withdrawn'. 

Public Service Company of Oklahoma (PSCO) 
--Long-term IDR at 'BBB'; 
--Senior unsecured and PCRBs at 'BBB+'; 
-- Short-term IDR at 'F2'. 

Southwestern Electric Power Company (SWEPCO) 
--Long-term IDR at 'BBB-'; 
--Senior unsecured at 'BBB'; 
--Short-term IDR 'withdrawn'. 

RATING SENSITIVITY: 

Positive: An ugrade of AEP, OPCO or KPCO is considered unlikely given they each have Negative Rating Outlooks. 

--For AEPTN and APETC: Increase in FFO/adjusted debt ratio to over 2i0I0 on a sustainable basis and FFOhterest ratio 
of 4 . 5 ~  or higher on a sustainable basis. 
--For all other rated operating subsidiaries: Increase in FFOkdjusted debt ratio to over 18% on a sustainable basis and 
FFO/interest ratio of 4x or higher on a sustainable basis. 

Negative: Future developments that may, individually or collectively, lead to negative rating action include: 

--For AEP : Decline in the FFO based credit metrics on a sustainable basis with FFO/interest expenses declining below 
3 . 5 ~  and FFOladjusted debt ratio declining to or below 16%. 
--For OPCO, AEPTN and APETC: Decline in the FFO based credit metrics on a sustainable basis with FFO/interest 
expenses declining below 3 . 8 ~  and FFOladjusted debt ratio declining to or below 18%. 
--For all rated other operating subsidiaries: Decline in the FFO based credit metrics on a sustainable basis with 
FFO/interest expenses declining below 3 . 2 ~  and FFO/adjusted debt ratio declining to or below 13%. 

Additionally, new environmental rules or changes to the regulatory framework of the individual regulated operating 
company could lead to a negative rating action. 
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Media Relations: Brian Bertsch, New York, Tel: +I 2 12-908-0549, Email: brian bertscli@fitchratings.com. 

Additional information is available on www.fitcl1ratings.com. The ratings above were solicited by, or on behalf of, the issuer, 
and therefore, Fitch has been compensated for the provision of the ratings. 

Applicable Criteria and Related Research: 
--'Corporate Rating Methodology', dated Aug. 8, 201 2. 

Applicable Criteria and Related Research: 
Corporate Rating Methodology 

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ 
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK: 
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS~ IN ADDITION, RATING DEFINITIONS AND THE 
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE 
'WWW.FfTCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM 
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE 
FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM 
THE 'CODE OF CONDUCT' SECTION OF THIS SITE. 

Copyright 0 2013 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 

mailto:bertscli@fitchratings.com
http://www.fitcl1ratings.com
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22 Feb 2013 4:16 PM (EST) 

Fitch Ratings-New York-22 February 201 3: Fitch Ratings has affirmed the ratings of American Electric Power Company 
(AEP) and subsidiaries and revised the Outlook of AEP and Kentucky Power Company (KPCO) to Negative from Stable. 
Fitcli has maintained Negative Outlook for Ohio Power Company (OPCO). All other subsidiary Outlooks remain Stable. A 
complete list of rating actions is provided at the end of this release. 

OPCO is AEP's largest subsidiary. The Negative Outlook for both entities reflects uncertainty around increased financial 
and business risks with the restructuring of OPCO's regulated 13,300MW of, mostly coal fired power output in Ohio under 
a regulatory business separation order (Corporate Separation). Approximately 2,427MW of the total 13,300MW generation 
capacity is expected to be transferred to regulated affiliates KPCO and Appalachian Power Company (APCO) with the 
remainder to be transferred to AEP's independent generation business. Separately, approximately 1,900MW of generation 
capacity will be retired. 

Following the corporate separation, regulatory orders provide cash flow certainty from these plants under the transitional 
arrangements until mid-2015. Beyond that date, these facilities must operate as merchant power plants within the PJM 
wholesale electricity market, increasing the consolidated business risk profile of AEP. Thus, AEP will lose a stable source 
of regulated earnings and cash flows. Fitch does not expect power prices to recover before 2015, adding uncertainty to 
earnings and cash flows. Fitch will monitor management's plans to mitigate financial and business risks with increased 
investment in the federal energy regulatory commission (FERC) regulated transmission assets and potential deleveraging 
at AEP and OPCO. 

For OPCO, the financial profile in 201 5 is uncertain especially regarding its capital structure and securitization of deferred 
regulatory costs. OPCO's historical financial profile was strong providing some leeway during the transition period and 
Fitch would expect to resolve the Negative Outlook prior to 2015 once regulatory approvals and financing orders are 
finalized. 

KPCO relied on AEP's eastern power pool to meet its electricity supply. The pool will terminate at the end of 2013 requiring 
KPCO to seek replacement power. Fitch believes that KPCOs capital expenditures are likely to increase as the company 
may replace its power supply with new generation capacity. KPCO's financing plans and requisite regulatory approvals will 
be key in resolving the Outlook. 

The Stable Outlooks at other subsidiaries reflect the stable earnings and cash flows from their primary regulated utility 
businesses. 

KEY RATING DRIVERS 

Diversified Business Profile: AEP's earnings and cash flows are predominantly derived from eight regulated electric utilities 
in 1'1 separate regulatory jurisdictions. Liquidity is good and debt maturities are manageable. Approximately 83% of 
consolidated assets will remain within regulated subsidiaries. 

Increased Business Risk Profile: In Fitch's opinion, AEPs risk profile will increase with the pending transfer of about 8,900 
MW of generating capacity from its Ohio based regulated integrated utility (Ohio Power Company, 'BBB+', Negative 
Outlook) to a higher-risk, competitive merchant generation status. As merchant plants, Fitch believes AEP will recognize 
lower profits after 201 5 as power prices are unlikely to recovery over the intermediate term. Transfer of regulated 
generating assets from OPCO will also adversely affect the river operations which currently benefit from regulatory cost 
recovery mechanisms. 

Uncertainty Over Long-Term Leverage: The corporate separation alters AEP's consolidated capital structure with debt 
retirement expected at the regulated OPCO subsidiary and new debt issued at AEP or its new IPP Positively, the 

- I- --- - -  - -  :A- --v-h--t r \ r \ n v - t i n n c  in nhin I nnnpr t@rm npliormance of these 
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assets is expected to be affected by, compliance with stricter environmental regulations, low capacity utilization, and a low 
electricity commodity price environment adversely affecting operating cash flow. Additionally, AEP may have to provide for 
margin calls/cash postings against the adverse movement in its hedged electricity sales positions if AEP's generation 
business fails to obtain standalone credit facilities at reasonable costs on its own. 

Dividend Policy: The company has increased its dividend payout ratio to 60%-70% from 50%-60% and it will adversely 
affect cash flow during uncertainty and increased business risk profile. 

Large Capital Expenditure Program: Average capital expenditures are forecast to range between $3.6 billion and $3.8 
billion annually through 20 f 5, a level that is significantly higher than historical capital expenditure. Fitch expects capital 
expenditures to be funded with a combination of internal cash flow and debt. Negative free cash flow at the subsidiary 
levels will be financed with a mixture of cash flow from operations, debt, and equity to maintain the regulatory capital 
structures at its regulated subsidiaries. Major projects include installation of new equipment to camply with the 
environmental regulations; distribution system enhancements, and investment in new FERC regulated transmission 
networks. AEP's direct transmission capex budget is expected to total approximately $2.1 billion over the next three years. 
FERC regulated transmission project earn a current return on construction work in progress and ROEs are typically above 
regulated utility ROEs. Regulated earnings from future transmission investments provide some offset to the lost earnings 
from the generation asset transfer. 

Movement In Credit-Metricsr AEP's current credit metrics are consistent with Fitch's 'BBB IDR guidelines for a utility parent 
company. However, going forward, Fitch expects funds from operation (FFO) based credit metrics for consolidated 
operations to decline; Fitch expects FFO to interest ratio to be approximately 3 . 5 ~  and FFO to debt ratio to approximate 
about 15% at the end of 201 5,levels modestly below Fitch 'BBB' guidelines. Fitch understands that these ratios reflect 
transitioning of its largest regulated subsidiary from an integrated utility to an electricity distribution company, but the 
Negative Outlook reflects that the credit metrics could decline on a sustainable basis once the transition is complete. 

Financial Metrics At AEP And Its Regulated Operating Subsidiaries: 

American Electric Power Company (AEP): Historical FFO based credit metrics were in line with its current IDR, but the 
business risk profile was low (with over 95% earnings from regulated businesses) and its coal fired generating capacity 
helped the company to be a low-cost electricity provider in the majority of its service territories. Fitch expects FFO based 
interest coverage (FFOhterest) to decline to around 3 . 5 ~  from 4 . 0 ~  and FFO to adjusted debt ratio to decline to just under 
15% from approximately 17% in recent periods. 

Ohio Power Company (OPCO): Historical FFO to interest ratio has averaged higher than 5x and FFO to adjusted debt ratio 
was about 23%, but Fitch expects FFQ to interest ratio to fall to below 4x and FFO to adjusted debt decline below 15%. 
The credit metrics have been adversely affected by customer switching under open access to lower cost electricity 
providers in Ohio Fitch expects the customer switching will continue, albeit at a slower pace as over 50% customer were 
switched by the end of 2012. 

Kentucky Power Company (KPCO): KPCO benefitted from AEP's eastern power pool and above average volume growth. 
Its FFO based interest cover (FFOhnterest expenses) has been around 3 . 7 ~  and FFO to adjusted debt ratio has been over 
17%. Lack of fuel diversity, additional capacity needs, and retirement of its only coal fired facility will result in unusually 
higher capital expenditure at least through 2015. Fitch expects FFO based interest coverage ratio to decline to below 3x 
and FFO to adjusted debt to fall to around 10%. The company will require rate relief to improve its credit metrics and will 
be the source of Fitch's resolution of the Negative Outlook that it has currently assigned to KPCOs IDR. 

Appalachian Power Company (APCO): APCO operates as an integrated utility in Virginia and West Virginia and benefits 
from a constructive regulatory environment and has also benefitted from AEP's eastern power pool that will be terminated 
at the end of this year. The company's historical FFO to interest ratio has been around 3 . 5 ~  and FFO to adjusted debt ratio 
around 16%. Fitch expects the company's credit metrics to remain with the guidelines for its IDR - FFOhterest around 
3 . 9 ~  and FFO/adjusted debt around 16%. Capex will likely increase as the company replaces power sourced from AEP's 
eastern power pool. 

AEP Texas Central Company (AEPTC): AEPTC, an electric distribution company in Texas. Fitch expects FFO/interest 
expenses and FFO/debt to remain at 3 . 5 ~  and 16% respectively over the rating horizon. 

AEP Texas North Company (AEPTN): Like AEPTC, AEPTN benefits from a low risk profile and stable cash flow. 
FFOhterest expenses and FFO/adjusted debt, have been strong for its current IDR - 5x and over 23% respectively. Fitch 
expects FFO to interest expense ratio to remain over 4 . 5 ~  and FFO to adjusted debt to be between 18% and 19% - well 
within the current rating guidelines. 
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Indiana Michigan Power Company (IMPCO): Cash flow over the rating horizon (20 13-20 15) will benefit from recently 
concluded general rate case order in Indiana providing an additional $85 million in cash flow. Historical FFOhnterest 
expense has been over 4 . 2 ~  and FFO/adjusted debt ratio has been around 17%. IMPCO expects higher than normal 
capital expenditure to comply with new environmental regulations and to upgrade its nuclear plant capacity. Fitch expects 
FFO based credit measures to decline through 2015 but credit profile should remain within its current rating with 
management deferring some of its environmental capital expenditure. 

Public Service Company of Oklahoma (PSCO): Historically, PSCOs credit metrics has been strong for its credit ratings. 
With increased capital expenditure over the forecast period ending 201 5, the company's FFO to interest ratio should taper 
to around 4x from about 5x and FFO/adjusted debt ratio should be about 16% - remaining within the guidelines for PSCOs 
current IDR. 

Southwestern Electric Power Company (SWEPCO): SWEPCO's cash flow will benefit from approval of a new general rate 
case in Texas and inclusion of its new generating capacity in Louisiana's formula base rate. The historical credit metrics of 
SWPECQ has been in line with its current IDR, with FFO to interest ratio exceeding 3 . 5 ~  and FFO based leverage 
(FFO/adjusted debt) remaining around 16%. Fitch expects these ratio to remain around 3 5x and 16% respectively through 
20 15. 

Strong Liquidity: AEP currently has approximately $4.2 billion of total liquidity available under their respective credit 
agreements, including $279 million of cash and cash equivalents. $1 "75 billion of the consolidated revolving credit facilities 
will mature in June 201 6, $1.75 billion will mature in June 2017 and the remaining $1 "0 billion credit line established to fund 
OPCO maturities will expire in 20'1 5. The company is in compliance with the financial covenants of the bank facilities. 
Current liquidity should be sufficient to meet its short-term debt obligations - $981 million at the end of December 2012. 

Manageable Maturities: Debt maturities over next three years are manageable and include $1 "792 billion in 201 3, $995 
million in 2014, and $1 "405 billion in 20 15. Maturing debt will be funded through a combination of internal cash flow and 
debt. 

Bonus Depreciation for 201 3: AEP expects to generate approximately $792 million of cash in 201 3 from bonus 
depreciation deductions at its subsidiaries. The Tax Relief, tJnemployment Insurance Reauthorization, and Job Creation 
Act of 2010 provided for a special allowance for bonus depreciation in 201 1 and 2012.. As part of the budget compromise, 
bonus depreciation rules allow a tax deduction of 50% in 2013, the same as 2012. 

Fitch affirms the following ratings with the Negative Outlook: 

American Electric Power Company 
--Long-term IDR at 'BBB; 
--Senior unsecured at 'BBB'; 
--Junior subordinated 'withdrawn'; 
--Short-term IDR and commercial paper 'F2'. 

Ohio Power Company (OPCO) 
--Long-term IDR at 'BBB+'; 
--Senior unsecured and pollution control revenue bonds (PCRBs) at 'A-'; 
-- Short-term IDR at 'F2': 

Kentucky Power Company (KPCO) 
--Long-term IDR 'BBB-'; 
--Senior unsecured at 'BBB'; 
--Short-term IDR 'withdrawn'. 

Fitch has affirmed the following ratings with a Stable Outlook: 

AEP Texas Central Company (AEPTC) 
--Long-term IDR at 'BBB+'; 
--Senior unsecured and PCRBs at 'A-'; 
--Short-term IDR 'F2' 

AEP Texas North Company (AEPTN) 
--Long-term IDR at 'BBB+'; 

I - I , *  I " - . .  
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Appalachian Power Company (APCO) 
--Long-term IDR at 'BBB-'; 
--Senior unsecured and PCRBs at 'BBB'; 
--Short-term IDR 'withdrawn'. 

Indiana Michigan Power Company (IMPC) 
--Long-term IDR at 'BBB-'; 
--Senior unsecured and PCRBs at 'BBB; 
--Shoit-term IDR 'withdrawn'. 

Public Service Company of Oklahoma (PSCO) 
--Long-term IDR at 'BBB; 
--Senior unsecured and PCRBs at 'BBBc'; 
-- Short-term IDR at 'F2'. 

Southwestern Electric Power Company (SWEPCO) 
--Long-term IDR at 'BBB-'; 
--Senior unsecured at 'EBB; 
--Short-term IDR 'withdrawn'. 

RATING SENSITIVITY: 

Positive: An ugrade of AEP, OPCO or KPCO is considered unlikely given they each have Negative Rating Outlooks. 

--For AEPTN and APETC: Increase in FFO/adjusted debt ratio to over 21% on a sustainable basis and FFOhnterest ratio 
of 4 . 5 ~  or higher on a sustainable basis. 
--For all other rated operating subsidiaries: Increase in FFOladjusted debt ratio to over 18% on a sustainable basis and 
FFO/interest ratio of 4x or higher on a sustainable basis. 

Negative: Future developments that may, individually or collectively, lead to negative rating action include: 

--For AEP 1 Decline in the FFO based credit metrics on a sustainable basis with FFO/interest expenses declining below 
3 . 5 ~  and FFO/adjusted debt ratio declining to or below 16%. 
--For OPCO, AEPTN and APETC: Decline in the FFO based credit metrics on a sustainable basis with FFOhterest 
expenses declining below 3 . 8 ~  and FFO/adjusted debt ratio declining to or below 18%. 
--For all rated other operating subsidiaries: Decline in the FFO based credit metrics on a sustainable basis with 
FFOhterest expenses declining below 3 . 2 ~  and FFO/adjusted debt ratio declining to or below 13%. 

Additionally, new environmental rules or changes to the regulatory framework of the individual regulated operating 
company could lead to a negative rating action. 

Contact: 

Primary Analyst 
Roshan Bains 
Director 

Fitch Ratings, Inc. 
One State Street Plaza 
New Yorlc, NY 10004 

+I -212-908-021 1 

Secondary Analyst 
Glen Grabelsky 
Managing Director 
+I -212-908-0577 

Committee Chairperson 
Mark C. Sadeghian, CFA 
Cbninr nirwtnr 
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Media Relations: Brian Bertsch, New York, Tel: i-1 212-908-0549, Ernail: brian.hertsch@fitchratings.cam. 

Additional information is available on www.fitchratings.com. The ratings above were solicited by, or on behalf of, the issuer, 
and therefore, Fitch has been Compensated for the provision of the ratings. 

Applicable Criteria and Related Research: 
--'Corporate Rating Methodology', dated Aug. 8, 201 2. 

Applicablle Criteria and Related Research: 
Corporate Rating Methodology 

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ 
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK: 
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE 
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE 
'WWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM 
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDtJCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE 
FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM 
THE 'CODE OF CONDIJCT' SECTION OF THIS SITE. 

Copyright 02013 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 

http://www.fitchratings.com
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS
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Global Credit Research - 07 Feb 2013 

Ashland, Kenfucky, 1Jnited States 

Ratings 

rate goiy 

Outlool< 
Issuer Rating 
Senior Unsecured 
Parent: American Electric Power 
Company, hc. 
0 utlool< 
Senior Unsecured 
Jr Subordinate Shelf 
Commercial Paper 

Contacts 

M0ody"s 
Rating 
Stable 
Baa2 
Baa2 

Stable 
Baa2 

(P)Baa3 
P-2 

Analysl Phone 
William Hunter/New York City 2 12.553.176 1 
William L. HesslNew York City 212.553.3837 

Key Indicators 

[l]Kentucky Power Campany 

(CFO Pre-WIC + Interest) I Interest Expense 
(CFO Pre-WIC) I Debt 
(CFO Pre-W/C - Dividends) / Debt 
Debt I Book Capitalization 

LTNI 9/30/2012 2011 2010 2009 
3.7~ 3.8~ 3 . 4 ~  3.9~ 
17% 18% 15% 18% 
12% 13% 11% 15% 
42% &Yo 46% 46'/0 

[I] All ratios calculated in accordance with the Global Regulated Electric Utilities Rating Nkthodology using Moody's 
standard adjustments. 

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide. 

Opinion 

Rating Drivers 

Retiring Big Sandy will create need for substantial capacity additions 

Constructive regulatory environment, but significant rate relief needed 

Recently stabilized key financial metrics will be materially pressured by plant acquisitions 

Maintenance of current ratings will depend on capital injections from the parent 

Historically strong industrial sales showed some stress in 2012 
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Corporate Profile 

Kentucky Power Company (KPCo, Baa2 senior unsecured, stable outlook) is a vertically integrated electric utility 
company headquartered in Frankfort, Kentucky and is a wholly owned subsidiary of American Electric Power 
Company (AEP, Baa2 senior unsecured, stable outlook). KPCo is one of AEP's smaller subsidiaries, with about $1 
billion in rate base (6% of AEP's state jurisdictional total) and $1 "6 billion assets (3% of AEP consolidated). KPCo's 
primary regulator is the Kentucky Public Service Commission (KPSC). KPCo's total owned generation capacity is 
1,078 MW, entirely at the Big Sandy plant, and it purchases approximately 390 MW from its affiliate AEP 
Generating Company's (Baa2 stable ) share of the Rockport plant under a long-term unit power agreement. 
KPCo's total capacity of approximately 1,468 MW is 100% coal. KPCo's 2011 peak demand was reported as 7,522 
MW, one percent below 2010, leaving a negative reserve margin of approximately 4%, which KPCo has primarily 
met with purchases from its affiliates in the AEP Power Pool. 

SUMMARY RATING RATIONAL 

KPCo's Baa2 senior unsecured rating primarily reflect its reasonably constructive relationship with the Kentucky 
Public Service Commission, historical financial metrics that have improved to a level that is consistent with the 
rating, and the company's position as one of the smaller members the AEP family, balanced against a reserve 
deficit that will need to be addressed in serial rate filings, rates that are already high relative to in-state peers, and 
financial metrics that will likely be materially stressed as a result of planned asset acquisitions and other capacity 
purchaseskonstruction that will be required to replace Big Sandy. 

LED RATING CONSlDEWTlONS 

REPLACING BIG SANDY CAPACITYAND ADDRESSING NEGATIVE RESERVE MARGINS 

Big Sandy is expected to cease operation as a coal-fired plant in mid-2015. In May 2012, KPCo withdrew its 
application for a proposed $940 million environmental retrofit project at Big Sandy Unit 2 (800 MW), opting instead 
to retire that unit in 2015 and acquire a 50%, 780 MW ownership share in the Mitchell Plant from its affiliate Ohio 
Power Company (OPCo, Baal, stable) for an estimated cost of $536 million , half of the asset's projected net book 
value at the time of closing. The Mitchell Plant consists of two environmentally-controlled coal-fired units with a 
total capacity of 1,560 M W  The other 50% interest is slated to be transferred to KPCo's affiliate Appalachian 
Power Company (APCo, Baa2 stable), who will also operate the plant. Both asset transfers remain subject to 
regulatory approvals (Kentucky filings were made in December 2012) and are expected to occur in late 2013 or 
early 2014. 

By our calculation, even after the Mitchell transfer, KPCo will need approximately 580 MW of additional capacity to 
replace the remainder of Big Sandy capacity and to build its reserve margin. The company is exploring a re- 
powering to gas of Big Sandy Unit 1 (278 MW) and will issue an RFP for capacity replacements. One potential 
seller of capacity contracts is KPCo's unregulated Ohio generation affiliate, which will be acquiring most of 
OPCo's generation facilities. In addition, KPCo will also be responsible for a portion of the Rockport upgrades, but 
the company will pay these costs over time through higher capacity costs. In addition to regulatory approvals to 
increase rates commensurate with its higher rate base and capacity expenses, KPCo will require additional equity 
injections from AEP (the last received was in 2009) to maintain an appropriate capital structure. Overall, however, 
we view the decision to move forward with the Mitchell acquisition in lieu of the more expensive and operationally 
riskier Big Sandy retrofit as a credit positive. 

Aseparate concern regarding the asset acquisition and environmental expenditures is the impact on rates. 
KPCo's average residential rate of 9.66 centslKWh in 2011 was the highest among investor-owned utilities in the 
state, and 14% higher than the state average of 8.50 centslKWh. KPCo estimates that the Mitchell Plant 
acquisition will raise rates by about 8% ; however, rates for all utilities in the state will increase due to expenditures 
that are proportionally as large or even larger, in the case of large scrubber installation programs. Higher rates 
could engender demand response changes among all customer classes. Rate design will be an important 
consideration, as materially higher rates could discourage industrial activity andlor encourage self generation by 
large industrial customers, especially if shale gas keeps natural gas prices depressed. 

CONSTRUCTIVE REGULATORY ENVIRONMENT ACREDIT POSITIVE 

Moody's views the regulatoiy environment in Kentucky as reasonably supportive to long-term credit stability, a 
material credit positive. In June 2010, the KPSC approved a not overly-generous rate settlement agreement for 
KPCo authorizing a $64 million rate increase, based on a 10.5% authorized ROE with 43% equity, and recoveiy of 
$23 million of storm costs over five years. However, electric utilities have generally been allowed to earn a return 
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on essentially all construction work in progress. Utilities can start to collect interim rates approximately six months 
after filing a rate case if the KPSC has not acted on it. There are also various riders and cost recovery 
mechanisms that help to avoid regulatoty lag, including a fuel adjustment clause, an energy efficiency rider and, 
most significantly, an environmental cost recovety rider. Proceedings from the latter are conducted eveiy two 
years. The KPSC has authorized significant amounts of environmental spending for some of the state's other 
investor-owned utilities, and Moody's expects that KPCo would be granted similar treatment for reasonable costs 
incurred to replace capacity that could not economically meet federally mandated environmental standards. 

KPCo will require material rate relief over the next 12-24 months, with respect to the Mitchell plant, additional 
capacity and the potential abandonment costs at Big Sandy. It has also filed for recovery of certain cost deferrals, 
including approximately $30 million of costs incurred from 2004-2012 in connection with the company's mitigation 
studies and efforts to meet Federal Clean Air Act and other environmental requirements at its Big Sandy Unit 2 . 
RECENTLY STABILIZED CREDIT METRICS WILL BE MATERIALLY PRESSUED BY PLANT ACQUISITION AND 
OTHER NEW CAPACITY NEEDS 

On balance, KPCo's financial credit metrics have mostly been appropriate for its Baa2 rating category over the 
past four years, after rebounding from a low point in 2008. On a three year average basis through 9/30/12, KPCO's 
ratio of cash from operations before working capital adjustments (CFO Pre-WC) to debt (I&?%), its ratio of CFO 
Pre-WC minus dividends to debt (RCF ratio, 11.8%) and its ratio of CFO Pre-WC .t Interesfflnterest (3 .4~)  were 
barely in line with mid-Baa scoring, whereas the DebffCapitalization ratio (44%) was more in line with a low-A 
scoring, On a one year basis LTM 9/30/12 ratios were all stronger than the three year average ratios, with the 
exception of the RCF ratio, due to somewhat higher dividends. Going forward, we expect materialdeterioration in 
metrics following the acquisition of the Mitchell plant, since a relatively large amount of additional debt will be 
assumed. In addition, if KPCo decides to re-power Big Sandy lJnit 1, it may have additional construction 
expenditures during this period. Thus, our expectation that AEP will provide sufficient equity capital to maintain an 
appropriate capital structure is crucial to the continuance of the current ratings. 

HISTORICALLY STRONG INDUSTRIAL SALES SHOWED SOME STRESS IN 2012 

Although KPCo's service territory is in the easternmost part of the state, with few urban areas other thanhhland, 
industrial sales represent a high percentage of total production - about 47% of retail KWh sales and 35% of retail 
revenues. Of the 10 largest industrial customers, which represent 67% of industrial sales, there are six coal mining 
companies, two steel manufacturers, one refinery, and one chemical company. Industrial sales were remarkably 
stable from 2006-2011, even during the recession, in part because coal prices have been generally been sufficient 
to keep the mines active; however, industrial sales for LTM 9/30/12 declined 4% relative to calendar 2011 . Recent 
Central Appalachian coal price declines could continue to negatively affect overall KWh demand. KPCo's territory 
is on the western edge of the IJtica shale formation, which may spur further energy development in the longer 
term. 

DISSOLUTION OF THE AEP POWER POOL ADDS AMODICUM OF UNCERTAINTY 

In December 2010, all the members of the AEP Power Pool gave notice to terminate the FERC-regulated 
Interconnection Agreement (IA) under which they purchase, sell, and share the costs of capacity, effective January 
2014 or as determined by FERC. The primary initial reason for termination was the dissatisfaction of Virginia 
regulators with the impact of the IA, including the cost sharing provisions, on affiliate Appalachian Power Company 
(APCo, Baa2, stable). Subsequently, Ohio regulators decided to cause the generation of affiliate Ohio Power 
Company (OPCo, Baa2, stable) to transition to competition, fundamentally changing the underpinning logic for the 
Power Pool. 

In October 2012, AEP submitted a Power Coordination Agreement to FERC, under which it proposes that KPCo, 
APCo and their affiliate Indiana Michigan Power Company (IBM, Baa2 stable) will coordinate capacity planning 
starting in January 2014, with American Electric Power Service Corporation (AEPSC, not rated) acting as agent 
(including review of procedures for cost and benefit allocations). Under the new arrangement, generation will no 
longer be planned on a single-system basis. Rather, each operating company, assisted by AEPSC, will be required 
to own or contract for sufficient generation to meet its respective load and reserve obligations. While sales and 
purchases of capacity, energy and hedges will generally be coordinated, when possible they will be entered into by 
or specifically assigned to one utility, though joint ownership of facilities is also contemplated. The agreement will 
be administered by an Operating Committee consisting of representatives of each operating company and 
AEPSC, with decisions on a simple majority vote. There is no obligation for the utilities to first sell their energy or 
capacity to each other before selling to third parties, from which we infer that sales to affiliates will mostly occur at 
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a market price. Any company can exit the agreement with only 12 months notice. 

For its part, KPCo will need to address its current capacity shortfall through asset acquisitions andlor capacity 
purchases at market prices. 

Liquidity 

KPCo's liquidity is adequate. This scoring is based on our projection, assuming no access to the public debt or 
equity markets, of KPCo's ability to fund its maturing obligations and to maintain its current Capex plans (excluding 
the purchase Mitchell, which would not close if financing were not available) and dividend levels for at least four 
quarters without fully exhausting its committed credit facilities. KPCo participates in the AEP Utility Money Pool with 
a borrowing limit of $250 million, which provides access to the parent company's liquidity. As of 9/30/12, KPCo had 
a balance of $34 million invested in the Money Pool, compared to the $70 million invested as of 12/31/11. KPCo 
also utilizes AEP's receivable securitization facility. 

For the twelve months ending September 2012, KPCo generated approximately $85 million of cash from 
operations, invested approximately $94 million in capital expenditures and made $34 million in upstream dividend 
payments to AEP, resulting in approximately $43 million of negative free cash flow. In 2013, we expect KPCo to 
generate approximately $80 million of cash from operations, invest approximately $90 million in capital 
expenditures and pay minimal upstream dividends to its parent due to the asset purchase. KPCo has no long-term 
debt maturities until 2017. 

AEP's liquidity is adequate. AEP has two syndicated credit facilities totaling $3.25 billion that were renewed and 
extended in mid-2011. One is a $'I "5 billion facility expiring June 2015. The other is a $1.75 billion facility (upsized 
from $1.5 billion) expiring in July 2016. The facilities permit same-day borrowing and have a combined letter of 
credit sub-limit of $1 "35 billion. The facilities contain a covenant requiring that AEP's consolidated debt to 
capitalization (as defined) will not exceed 67.5% (AEP states the actual ratio was 50% at 9/30/12, indicating 
substantial headroom ). AEP is not required to make a representation with respect to either material adverse 
change or material litigation in order to borrow under the facility. Default provisions exclude payment defaults and 
insolvency/bankruptcy of subsidiaries that are not significant subsidiaries per the SEC definition (in general, this 
would exclude subsidiaries representing less than 10% of assets or income, but AEP Texas Central and 
Southwestern Electric Power Company are also effectively excluded as significant subsidiaries due to definitional 
adjustments in the credit facilities). In June 2012, AEP renewed its $700 million accounts receivable securitization 
(down from $750 million), of which only the $315 million multi-year portion is included as an available source in 
Moody's liquidity testing. 

As of 9/30/12, AEP had $443 million of cash on hand and approximately $2.6 billion of availability under its two 
syndicated revolving credit facilities after giving effect to $520 million of commercial paper outstanding and $1 32 
million of issued letters of credit. 

On a consolidated basis for the 12 months ended 9/30/12, AEP generated approximately $3.9 billion in cash from 
operations, made approximately $3.2 billion in capital investments and net asset purchases and paid about $920 
million in dividends, resulting in roughly $220 million of negative free cash flow. Including securitization bonds, put- 
able bonds and other amortizations, AEP has debt maturities of approximately $1.79 billion in 2013, and $995 
million in 2014 . Over the next two years, we estimate that AEP will generate roughly $4.1 billion annually in cash 
from operations, spend about $3.9 billion annually in capital expenditures and pay approximately $925-950 million 
in dividends annually, yielding negative free cash flow of about $750 million per year. 

Rating O u t l ~ ~ k  

The stable rating outlook for KPCo is primarily based on our expectation that the company will continue to maintain 
a constructive relationship with the KPSC during the serial rate increase requests expected during the next 12-24 
months, and that AEP will provide the capital injections needed for KPCo to maintain the stabilized key financial 
credit metr'ics that support the current rating. 

What Could Change the Rating - 1Jp 

Rating upgrades appear unlikely over the near to intermediate term horizon, primarily due to our expectation that 
KPCo will be challenged to maintain its financial profile in light of its plant acquisition plans. However, KPCo could 
be considered for a rating upgrade if it were to achieve key financial credit metrics, including CFO pre-W/C plus 
interest over interest of approximately 4 . 5 ~  and CFO pre-WIC to debt of approximately 20% on a sustainable 
basis. 
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What Could Change the Rating - Down 

KPCo's ratings could be downgraded if the regulatoiy environment were to take a more adversarial tone, especially 
with respect to the recent asset acquisition filing; if material progress were not made in the next 12 months in 
meeting KPCo's post-Big Sandy capacity shoiifall; if equity contributions from AEP were not forthcoming in a 
manner to maintain an appropriate capital structure; if there were a material, sustained decrease in retail sales and 
revenues (especially from industrial customers); or if there were a sustained deterioration in key financial credit 
metrics, for instance, a Coverage Ratio below 3 . 0 ~  or CFO Pre-WC to debt in the low-teens. 

Rating Factors 

Kentucky Power Company 
-- ______ 

Regulated Electric and Gas Uiilities Industy [ 1][2] r--- c Factor 1: Regulatory Framework (25%) 
a) Regulatory Framework 
Factor 2: Ability To Recover Costs And Earn Returns (25%) 
a) Ability To Recover Costs And Earn Returns 
Factor 3: Diversification (10%) 
a) Market Position (5%) 
b) Generation and Fuel Diversity (5%) 
Factor 4: Financial Strength, Liquidity And Key Financial Metria (40%) 
a) Liquidity (1 0%) 
b) CFO pre-WC f Interest/ Interest (3 Year Avg) (7.5%) 
c) CFO pre-WC / Debt (3 Year Avg) (7.5%) 
d) CFO pre-WC - Dividends I Debt (3 Year Avg) (7.5%) 
e) DebtlCapitalization (3 Year Avg) (7.5%) 
Fbting: 
a) Indicated Rating from Grid 
b l  Actual Ratincl Assicrned 

Current 
1/30/2012 

ileasure 

3.5x 
16.1% 
11 "8% 
44.0% 

Score 
Baa 

Baa 

Baa 
B 

___ 

- 

Baa 
Baa 
Baa 
Baa 
A 

Baa2 
Baa2 

- 

___ 

Waody's 

month 
-orward 
Iiew* As 

Of 

:ebruary 
2013 

12-1 8 

VIeasure 

1.0 - 3.5) 
11 - 14% 
i3 - 17% 
I3 - 46% 

Score 
Baa 

Baa 

Baa 
B 

__. 

- 

Baa 
Baa 
Baa 
Baa 
Ba 

Baa3 
Baa2 

___ 

* THIS REPRESENTS MOODYS FORWARD VIEW; NOT THE VIEW 
OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES NOT 
INCORPORATE SIGNIFICANT ACQUISITIONS OR DIVESTITURES 

[ I ]  All ratios are calculated using Moody's Standard Adjustments. [2] As of 9/30/2012; Source: Moody's Financial 
Metrics 

0 201 3 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODY'S"). All rights reserved. 
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CREDIT WTlNGS !§SUED BY MOODY§ INPIESTORS SERWCE, BNC. ("MEY) AND ITS MFILIN 
MOODY'S CURRENT QPPNiONS OF THE RELATIVE FUTURE CREDIT RISK OF ENT 
C Q ~ M ~ ~ ~ ~ ~ T § ,  OR DEBT OR DEBT-LIKE SECURITIES, AE\ID CREDIT M l N G S  BBU 

QDY'S DEFINES CREDIT RISK AS 

NEITHER CREDIT M l N G S  NOR MOODY'S PUBUCXiONS CQ 

PURGWBE, HOLDING, OR S A & .  

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT 
LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, 
FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR 
SUBSEQlJENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY 
MEANS WHATSOEVER, BYANY PERSON WITHOUT MOODYS PRIOR WRITTEN CONSENT. All information 
contained herein is obtained by MOODYS from sources believed by it to be accurate and reliable. Because of the 
possibility of human or mechanical error as well as other factors, however, all information contained herein is provided 
"AS IS" without warranty of any kind. MOODYS adopts all necessary measures so that the information it uses in 
assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable, including, when 
appropriate, independent third-party sources. However, MOODYS is not an auditor and cannot in every instance 
independently veriri/ or validate information received in the rating process. Under no circumstances shall MOODYS have 
any liability to any peison or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, 
any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODYS or any 
of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis, 
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special, 
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if 
MOODYS is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such 
information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the 
information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or 
recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its 
own study and evaluation of each security it may consider purchasing, holding or selling. NO WARRANX EXPRESS 
OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY 
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GWEN OR MADE BY 
MOODYS IN ANY FORM OR MANNER WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most issuers 
of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred 
stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services 
rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and 
procedures to address the independence of MIS's ratings and rating processes. information regarding certain affiliations 
that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS and have 
also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at 
www.moodvs.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder 

http://www.moodvs.com
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Affiliation Policy.” 

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License 
of MOODYS affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 andlor Moody’s Analytics 
Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended to be provided only to 
“wholesale clients“ within the meaning of section 761G of the Corporations Act 2001. By continuing to access this 
document from within Australia, you represent to MQQDYS that you are, or are accessing the document as a 
representative of, a “wholesale client” and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to “retail clients” within the meaning of section 761G of the Corporations Act 
2001. MOODYS credit rating is an opinion as to the creditworthiness ofa debt obligation of the issuer, not on the equity 
securities of the issuer or any form of security that is available to retail clients. It would be dangerous for retail clients to 
make any investment decision based on MQQDYS credit rating. If in doubt you should contact your financial or other 
professional adviser. 


